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Foreword 

The Lyndon B. Johnson School of Public Affairs has established interdisciplinary research 
on policy problems as the core of its educational program. A major part of this program is 
the nine-month policy research project, in the course of which two or more faculty 
members from different disciplines direct the research of ten to 30 graduate students of 
diverse backgrounds on a policy issue of concern to a government or nonprofit agency. 
This "client orientation" brings the students face-to-face with administrators, legislators, 
and other officials active in the policy process and demonstrates that research in a policy 
environment demands special talents. It also illuminates the occasional difficulties of 
relating research findings to the world of political realities. 

This research project focuses on workforce development reform in Texas. It was 
conducted during the 1996-97 academic year with funding from the Texas Council on 
Workforce and Economic Competitiveness, the independent, strategic-planning, oversight, 
and evaluation body guiding the development of the state's workforce system. The project 
had two main objectives. The first was to identify the key challenges and issues of 
building a workforce development system in Texas. The second was to examine how 
other states have addressed these and similar issues that have surfaced as a result of their 
reform efforts. The findings were used to fashion recommendations that will facilitate 
further implementation of the system in Texas. 

The curriculum of the LBJ School is intended not only to develop effective public servants 
but also to produce research that will enlighten and inform those already engaged in the 
policy process. The project that resulted in this report has helped to accomplish the first 
task; it is our hope that the report itself will contribute to the second. 

Finally, it should be noted that neither the LBJ School nor The University of Texas at 
Austin necessarily endorses the views or fmdings of this report. 

Max Sherman 

Dean 
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Executive Summary 

Texas has embarked on an ambitious journey to reform the way workforce development 
service.s are planned and delivered. With the enactment of state legislation in 1993 and in 
1995, Texas vaulted to the forefront of workforce reform, surpassing other states that had 
taken the lead during the 1980s and early 1990s. 

Texas has committed to cobbling a myriad of separate job training, education, and 
employment programs into an integrated system. Specifically, legislation consolidated 28 
programs from ten agencies in a new workforce agency, the Texas Workforce 
Commission, decentralized decision making to local workfprce development boards, 
block-granted the majority of workforce funds to local boards, and mandated local service 
delivery systems that serve both Texas employers and residents. The move to integrate 
workforce programs and place them under the control of local boards distinguishes Texas 
from other states that have pursued only limited coordination of programs at the state 
and/or local level 

Currently, state and local workforce leaders are trying to implement the long-range agenda 
enacted in state law. A number of key issues have surfaced, however, as potential 
impediments to successful implementation. Chief among these is a lack of true 
understanding of and commitment to the vision for a fully integrated, customer-driven 
system. It has become apparent that many of the key players in workforce development 
policy neither understand nor support the integration that was anticipated by those who 
drafted the reform legislation. 

Serious opposition to reform has surfaced among state employees, many of whom will 
lose their jobs as local boards assume functions previously provided by the state and 
contract out for service.s. While much of this loss will be gradual as local boards evolve 
slowly over ti.me, opposition to privatizing eligibility determination of the state's welfare 
system, a much faster moving initiative, has carried over to workforce reform. 

Other important issues include: the ability of local workforce development boards to 
provide universal access to service.s; a lack of adequate communication between the state 
and local levels; the development of a new concept of accountability that is system- rather 
than program-oriented; and the possibility that welfare reform will overwhelm the new 
workforce system before it is in place. 

Despite these and other challenges, Texas can still build the system envisioned in state law. 
The recommendations contained in this report are intended to facilitate that effort. While 
most are directed toward the Texas Council on Workforce and Economic Competitiveness 
and the Commission, others require legislative action and the cooperation of other state 
agencies and local entities involved in workforce development and public education. 
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One of the key recommendations directed to the Council calls for an investment in 
comprehensive, on-going training and technical asmsrance for local worlcf orce development 
boards, their staff, and service providers. Such intensive training should focus on strategic 
planning, operation oversight, and evaluation of an integrated system. This would help 
local boards and their staff adopt the new "systems" approach to service delivery. 

Another recommendation calls upon TCWEC and its partner agencies to create a formal 
system for two-way communication between state and local workforce entities and for 
lateral communication among local areas. Through greater use of interactive technology 
such as e-mail and the Internet, the state could immediately communicate rules, policies, 
and guidance to all stakeholders as well as solicit input for their developmenL An 
investment in technology would also facilitate the collection and analysis of data neces.my 
for performance management and evaluation. 

Among the many recommendations directed to the Commission is one that it formula 
allocate Employment Services (ES) funds to local workforce development boards. Such 
funds would allow local boards to hire additional staff for career centers and enhance their 
ability to serve customers who are not eligible for means-tested programs. The 
Commission's current decision not to block-grant ES funds to the local level rests only on 
an advisory from the U.S. Department of Labor. 

Ultimately, the successful implementation of Texas' new workforce development system 
rests on its ability to secure support from those individuals at the state and local levels that 
can turn a nearly forgotten vision of the system into a reality. It will require solid backing 
from a constituency, preferably a coalition of business and labor, as well as strong 
leadership from state and local policy makers. If such support for and commitment to the 
vision is not forthcoming, efforts to build a workforce sy~ in the end, may have 
achieved little more than a reorganiz.ation of workforce development programs under a new 
agency. 
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Vision of a Workforce Development System in Texas 

Elise Gould and Amy Lindley 

The workforce development system envisioned in Texas will offer services to all Texas 
employers, workers, students, and job seekers alike. Its design will allow Texans like 
Sandra Childers, Stanley Jackson, Tommy Gilford, and Ron Weinberg to use the system 
regardless of where they are in their lives and careers.* System staff will have the 
appropriate information and resources to enable customers to serve themselves and to help 
them obtain services that meet their needs. 

Ron Weinberg, Employer 

As the manager of the microchip taping assembly line at one of Houston's largest 
computer manufacturing operations, Ron Weinberg had trouble finding and keeping good 
workers. Although business was booming and the company wanted to expand, the labor 
market was tight. Ron's luck changed, however, when he met a representative from the 
Gulf Coast Career Center and learned that he could use its services to search on-line for 
workers that met his standards. He electronically reviewed a wealth of resumes and 
separated out applicants who already had the prerequisite skills. Eventually, he even hired 
many who lacked these skills, contingent upon their completion of a qualifying course 
offered jointly by Ron's company and a training provider referred by the career center. The 
career center facilitated the company's expansions and helped arrange for the training and 
employment of its workers with a responsiveness that was uncharacteristic of the former 
system. Ron developed an ongoing relationship with the center since it was able to meet all 
of his human resources needs. 

Sandra Childers, Single Mother 

Sandra Childers, a recently divorced mother of three, learned of a nearby career center on a 
computer kiosk at her neighborhood grocery store. During a subsequent visit to the center, 
her children were shown to a supervised play room while she spoke to a counselor, who 
assessed her eligibility for services and stored the information on an access card. Most 
services could be accessed at that location; those not available were arranged by the center. 

Since Sandra had an interest in medicine, the counselor told her about different medical 
fields, the level of education each required, and available apprenticeships offered in 
conjunction with state training programs. Sandra decided to study to become a dental 
hygienist, and the counselor helped her find a part-time job at a dental center while she 

*Names are fictitious. They are devised for illustration's sake. 
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attended classes full time at the local comm.unity college. The clinic agreed to provide 
health and other employee benefits for Sandra and her children, and guaranteed her a full
time job upon completion of her degree. Two years later, Sandra was named employee of 
the year. 

Stanley Jackson, Mid-Level Manager 

Stanley Jackson, a mid-level factory manager in his fifties, used the services of his local 
career center to switch careers when the factory where he had worked for over 30 years 
was considering lay-offs. He took advantage of the center's computeriz.ed job listings, fax 
machine, and telephone to explore opportunities in Austin. With a referral from a center 
counselor, Stanley completed a highly reputable computer training program located in 
downtown Austin. Now he works in Austin's communications industry, at a salary higher 
than he was earning at his old job. 

Tommy Gilford, Student 

Tommy Gilford, a 14 year-old high school freshman, visited the career center at the 
suggestion of his homeroom teacher to learn about employment and internship 
opportunities related to his academic interests. Once a center counselor taught him how to 
use a variety of career assessment tests, Tommy was able to generate a listing of career 
options that matched his interests and skills. He was confident that he would find a job if 
he applied himself in school. Soon he began to concentrate more on his science and math 
courses. Through the career center he found an internship at a local medical center. After 
high school, Tommy began college at a nearby university majoring in molecular cell 
biology. When he came home from college during the holidays, he would visit his 
neighborhood center to review career options and salaries in his field and to consider 
further educational opportunities. Next month Tommy finishes his degree; he has already 
accepted a job at Baylor Medical Center in Dallas. 
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PART I. 

THE CONTEXT 





Chapter 1. Introduction 

Statement of Purpose 

This study focuses on workforce reform in Texas. It was conducted during the 1996-97 
academic year with funding from the Texas Council on Workforce and Economic 
Competitiveness (TCWEC). As the mdependent, strategic-planning, oversight, and 
evaluation body for workforce development in Texas, TCWEC is charged with overseeing 
the creation and implementation of Texas' new workforce system. 

The project was designed to provide information to TCWEC and other state agencies and 
local entities involved in workforce development about the primary challenges that have 
arisen in the early stages of system implementation and the issues that are likely to surface 
as the state pushes further with reform. The issues identified in this report stem from 
extensive research and interviews with individuals in key positions in state agencies 
including TCWEC, the Texas Workforce Commission ('IWC), Texas Department of 
Human Services (TDHS), Texas Higher Education Coordinating Board (TIIECB), Texas 
Department of Commerce (fDoC), and the Texas Education Agency (TEA), and at the 
local level including representatives from local workforce development boards, career 
centers, business, labor, and service providers. 

Recommendations for how Texas should address these issues are based on the Texas 
research as well as limited efforts of other states that have pursued some degree of 
workforce reform. Although Texas has surpassed most other states that had taken the 
early lead in workforce reform, the experiences of states like Indiana, Michigan, and 
Wisconsin still provide some valuable lessons. 

The recommendations in this report are relevant to many actors involved in workforce 
development policy and are intended to help facilitate system implementation. While most 
pertain to critical policy decisions at TCWEC and the TWC, others require legislative 
action, higher levels of interagency cooperation, and the commitment of local workforce 
development boards, service providers, and employers. 

Approach and Methodology 

At the outset of the study, project participants reviewed national and state literature on 
workforce development to gain a better understanding of the main issues facing the nation 
as well as Texas. This review included an examination of recent federal workforce and 
welfare reform initiatives as well as a survey of nationally recognired experts in workforce 
development policy. 

In October 1996, the project team began its review of workforce development efforts in 
Texas. Researchers first developed an understanding of the scope of the changes mandated 
by Texas workforce reform legislation of 1993 and 1995 and then proceeded to identify the 
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key challenges and issues inherent in the implementation of the laws' provisions. This 
required team members to interview leaders in workforce development at both the state and 
local levels. 

At the same time, other members of the research team began studying the workforce 
refonn efforts of other states. Fifteen states were originally included in the research. 
Further analysis identified six states as leaders in workforce development: Indiana, 
Massachusetts, Michigan, North Carolina, Ohio, and Wisconsin. For several months, 
two- and three-person research teams conducted extensive analyses of these · states' efforts 
and how they fared on the issues facing Texas and other similar issues related to world'orce 
development and welfare reform. 

Based on the findings of progress in these states and the current status of refonn in Texas, 
the project team.fashioned several recommendations to facilitate the implementation of 
Texas' workforce system. These recommendations were first presented to TCWEC at a 
briefing in May 1997. They are included in a consolidated list as Chapter 14 of this report. 

Outline of the Report 

The report is divided into three parts. Part I provides background information helpful to 
understanding the evolution and current status of workforce development reform in Texas 
and at the national level Specifically, following this brief introduction, Chapter 2 focu5es 
on three main areas: (1) early national studies and individual state efforts to better 
coordinate or integrate employment and training programs; (2) recent federal workforce 
and welfare reform initiatives; and (3) the impetus for legislative workforce reform in 
Texas. Chapter 3 describes Texas' progress since 1995 to tum its vision for an integrated 
system into a reality. 

Part II examines the key policy and implementation issues surrounding the development of 
the new world'orce system. Chapter 4 explores the likely effect of decentralizing decision 
making to local workforce boards and contracting out for services both on state workers 
and on the quality of services provided. Chapter 5 presents recommendations for creating 
an integrated service delivery system despite continued categorical program funding. 
Chapter 6 highlights the need for the state to ensure that the system serves those with 
multiple barriers to employment. Chapter 7 discusses the investments the state should 
make in training and technology to support the · development of capacity at the state and 
local levels. Several ways in which recent federal welfare reform threatens to overwhelm 
Texas' workforce system are discussed in Chapter 8. Chapter 9 highlights the importance 
of defining school-to-work (STW) and integrating it into the system. The issue of creating 
and maintaining a new concept of accountability that is system- rather than program
oriented is presented in chapter 10. Chapter 11 examines ways of effectively engaging 
employers in the development of the system. 

Part III looks to the future of workforce development in Texas. Chapter 12 suggests 
additional programs for further consolidation into the TWC. Chapter 13 describes the 
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system's need for strong legislative support, leadership within the 1WC, and solid backing 
from business and labor. Chapter 14 presents a consolidated list of recommendations for 
key state and local entities involved in the workforce system. 

The workforce reform efforts of the six other states included in this study are discussed in 
the appendices at the end of the report. This section begins with a description of the 
methodology and criteria that were used to select these states from an original pool of 15 
states. 
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Chapter 2. Background 

Russell G. Jones, Ruth Cardella, and Denise White 

The United States has never had a consistent set of workforce development policies or a 
unified service delivery system. The problem stems from an incremental approach to 
workforce policy that dates as far back as the 1930s, but one that really took hold and 
proliferated in the 1960s. For more than 50 years, the federal government spawned an 
array of separate and parallel employment and training programs designed to serve 
particular target populations. The result today is 163 separately authorized programs 
scattered across 15 federal agencies that create a poorly articulated array of services.1 

The push to better coordinate or integrate workforce development services stems from the 
need to advance and diversify the skills of American workers, reduce the widening skills 
gap in the nation's workforce, and help alleviate the persistence of poverty. 2 These issues 
have intensified with the nation's increasing need to compete in a technologically advanced, 
global economy. 

Impetus for Change at the Federal Level 

The call for better coordination of these programs has come a number of times since the 
late 1960s. The most recent push began in 1989 when a 38-member advisory committee 
to the U.S. Secretary of Labor made recommendations to enhance collaboration and reduce 
service duplication among human resource programs, particularly Job Training Partnership 
Act (JTP A) and welfare programs, at all levels of government The committee recognized 
several elements of better collaboration: ( 1) clear delineation of agency roles and 
constraints; (2) interagency agreements for client assessment and case management; 
(3) committed leadership by elected officials and other influential parties; and (4) the 
creation of a neutral entity to plan, monitor, and evaluate programs.3 

In the early 1990s, the U.S. General Accounting Office (GAO) released a series of reports 
calling for a complete revamping of the planning and administration of federal employment 
and training programs. These reports documented a lack of coordination among workforce 
agencies, conflicting rules and implementation regulations, inconsistent eligibility 
requirements, a lack of uniform performance measures, and unnecessary program 
duplication. 4 

In 1991, based on research it had funded earlier,5 the National Commission for 
Employment Policy (NCEP) recommended the creation of state-level human resource 
investment councils (HRIC) to better coordinate program planning, operations, and 
oversight; that federal and state governmental entities should streamline regulations, 
reporting requirements, eligibility rules, and performance measures; and that elected 
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officials should provide leadership and support coordination. The NCEP also 
recommended that employment and tra.iiling programs for the economically disadvantaged 
be combined into a single agency.6 

At the same time, a number of state and national studies found only modest benefits from 
public sector investments in training.7 A multi-year evaluation commissioned by the U.S. 
Department of Labor (DOL) in 1986 found that training programs had little or no impact 
on the future employment and earnings gains of most participants. It found modest gains 
in employment and earnings for adults, especially women. However, the earnings impacts 
were too low to lift many above the poverty level.1 In addition, the evaluation found 
negative effects of participation for youth overall. These findings suggested the strategy of 
many training programs was misguided.9 

State Initiatives 

While national groups recommended better coordination among federal employment and 
training programs, a number of states initiated efforts to integrate workforce development 
programs. Economic decline, reductions in federal funding for social programs, changing 
labor market needs, and increasing international competition prompted states like 
Michigan, New Jersey, Indiana, Oregon, Wisconsin, and Massachusetts to redesign their 
approaches to workforce delivery. While they shared the primary goal of increasing the 
efficiency and effectiveness of their workforce programs, their approaches differed.10 

For example, Michigan applied technology to streamline its system from the bottom up. 
The state left separate programs in place, but attempted to streamline client access to 
services by issuing the Michigan Opportunity Card to eligible residents. However, the card 
was never extended beyond welfare eligibility; it was discontinued after two years 
following the election of a new Republican governor.11 

New Jersey initially took an incremental approach to coordination. This approach, 
however, was abandoned in the 1990s with the election of a new governor, who sought to 
consolidate 64 workforce development programs into 15 and to develop a single state plan 
to guide the planning activities of state agencies involved in workforce development 12 

Although the conceptual framework for a reformed workforce system was delineated by 
the unified plan, consolidation of programs has taken place slowly, especially at the local 
level.13 

Indiana pursued a more top-down, organizational approach to workforce reform beginning 
in the mid-1980s. Its efforts to integrate employment and training programs focused on 
restructuring delivery at both the state and local levels. At the state level, two agencies 
responsible for major programs were merged into a single entity responsible for 
developing system parameters, .evaluating performance, and determining policies and 
guidelines for local programs. The lieutenant governor was charged with developing a 
single plan to establish the system's goals, objectives, and implementation strategies, as 
well as guidelines for the development of local-level plans. At the local level, Private 
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Industry Councils (PICs) were authorized to develop plans that defined local needs, 
determined which services would be provided, and designated providers. While local 
systems were expected to vary by service delivery area (SDA), they were to strive for clear 
points of entry, co-location of service delivery, and a single intake procedure for all job 
seekers.14 Local integration was quickly stifled by lawsuits filed by state employees unions 
who opposed reform on several grounds, including anticipated job loss. 

History of Reform in Texas 

While Texas was not in the initial wave of leading states in the late 1980s and early 1990s, 
state legislation in 1993 and 1995 clearly vaulted Texas into the forefront of state-level 
workforce reform. 

The primary impetus for change in Texas was dissatisfaction with overlapping 
employment and training programs, as voiced in a series of performance reviews by the 
Texas Comptroller of Public Accounts.15 While legislative efforts to reform the system 
failed shortly thereafter, a number of policy reports from 1990 to 1992 calling for extensive 
reform and consolidation of employment and training programs pushed Texas closer to 
systemic change. A report by the Center for the Study of Human Resources (CSHR) 
proposed a conceptual framework for coordinating and integrating Texas' major human 
resource development programs and served as an underpinning for a number of other 
studies.16 A report prepared by the JTPA State Job Training Coordinating Council 
recommended creating a comprehensive, integrated workforce development strategy.17 In 
1992, the Texas Senate Interim Committee on State Affairs studied how responsive the 
workforce was to the changing economic needs of Texas, and recommended that its 
workforce policy change from a "program-for-every problem" approach to an integrated 
system of programs with common goals, performance measures, and accountability .18 

Texas workforce reform became law with the enactment of Senate Bill 642 (SB 642), the 
Workforce and Economic Competitiveness Act of 1993, and continued during the next 
legislative session with a major amendment to House Bill 1863 (HB 1863), the welfare 
reform measure passed in 1995. SB 642 created the Texas Council on Workforce and 
Economic Competitiveness (TCWEC) as the state-level advisory body with independent 
agency status to plan, oversee, and evaluate all workforce development programs in the 
state; authoriz.ed the creation of local workforce development boards; required workforce 
development boards to establish one-stop centers; and decentraliz.ed decision-making to 
local elected officials. 

HB 1863 consolidated 28 job training, employment, and related support programs from 
ten state agencies under the newly created Texas Workforce Commission (TWC), and 
authorized block-granting of funds to local workforce development boards. HB 1863's 
workforce provisions were drafted on the assumption that pending reform legislation at the 
national level would soon become law of the land. 
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Federal Workforce and Welfare Reform 

After two years of debate, the 104th U.S.~ failed to pass the Workforce and 
Career Development Act of 1995 (HR 1617), Jegislation to consolidate workforce 
development programs into a single block grant to the stars. However, a related bill, 1he 
F.mployment, Training, and Literacy Enhancement Act of 1997 (HR 1385), was 
introduced during the lst session of the 105th ~ and passed the House in May 
1997. Introduced by Congresmien Buck McKeon (R-CA), William Goodling (R-PA), 
and Dale Kildee (D-MI), it seeks to consolidate over 70 federal programs into three block 
grants to the states. It includes provisions aimed at amending, comolidating, and 
improving existing programs, including programs under IIP A, the Adult Education Act, 
the Wagner-Peyser Act, and other statutes. 

In the Senate, efforts to develop a bipartisan wodd"orce reform bill are being Jed by 
Senators Paul Wellstone (D-MN), Edward Kennedy (D-MA), Tun Jeffords (R-Vf), and 
Mike De Wine (R-OH). This bill is scheduled for mark-up this summer. Unfortunately, 
however, efforts in both chambers represent far more limited reforms than the bills 
introduced during the 104th Congress. The cm1ent legislation seeks to consolidate 
education programs under the U.S. Department of Education (DOE) into one block grant 
and job training programs under the OOL into a separate block grant. Prior efforts sought 
more holistic, comprehensive consolidation of these programs. 

Though Congress failed to pass wodd"orce reform, it did act on welfare refolDl. The 
Personal Responsibility and Work Opportunity Reconciliation Act of 1996 (HR 3734) 
fundamentally restructured the nation's welfare system. Its pwpose was two-fold: (I) to 
change welfare from an entitlement-Aid to Families with Dependent Children (AFDC}
to a temporary assistance program that emphasi:res work-Temporary Amstance to 
Needy Families (T ANF); and (2) to provide states with greater flexibility in meeting the 
needs of their welfare populations. Under HR 3734, states receive a capped federal block 
grant to spend on cash payments, job-readiness activities, or other services for welfare 
recipients. There are specific requirements limiting the amount of time recipients can 
receive benefits and stating the percentage of recipients that must participate in work 
activities, as well as financial penalties for states failing to meet prescnl>ed participation 
rates. 

States can temporarily continue to operate under welfare waivers granted by the U.S. 
Department of Health and Human Services (IIlIS) prior to October 1, 1996, even if their 
programs do not comply with HR 3734. Texas will operate under such a waiver to 
implement "Achieving Change for Texans" (ACT) until 2002. The waiver allows Texas 
to implement many of the provisions of HB 1863 that conflict with the federal law. While 
Texas must implement the federally imposed five-year lifetime limit on TANF benefits 
and will need to meet federal work participation rates. it also will implement its own set of 
time limits and work requirements. 
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This tum of events at the federal level complicates matters for states like Texas that are in 
the midst of developing a quality workforce system to provide the needed education and 
training to make welfare reform work. Most, if not all, states currently lack the capacity to 
adequately deal with such strict work requirements, participation rates, and time limits on 
eligibility for benefits. Unfortunately, the pressure to meet federal requirements, avoid 
concomitant penalties, and provide meaningful services to welfare recipients has the 
potential to undermine Texas' workforce reform efforts.19 
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.Chapter 3. Texas' Progress to Date 

Daniel B. Gubits and Heath J. Prince 

The implementation of workforce reform in Texas has been slow, sporadic, and uneven to 
say the least. In part, the lack of progress reflects the ambitiousness of the reforms 
mandated in SB 642 and HB 1863. Reforms of this magnitude take years to implement 
and require a tremendous investment of state and local resources, the development and 
promotion of a clear vision for reform, and a shift in the mindset and organizational culture 
of state and local staff. In addition, change has been stalled by a lack of support from 
legislators, state employees, and employers. Legislators not fami1iar with the reforms they 
enacted have created political heat for the 1WC. State employees, fearful of losing. their 
jobs under the new system, have lobbied against the contracting out of workforce services 
at the local level The business community, the "sine qua non" of the entire endeavor, has 
been reluctant to commit its support to a system it perceives as a ''welfare placement" 
system. Finally, Congress failed to enact federal workforce reform that would reinforce 
Texas' efforts by consolidating federal workforce programs into a single block grant to the 
states. 

Still, despite all of these obstacles, some progress has been made to implement the 
provisions of the workforce legislation. Key accomplishments are visible at both the state 
and local levels. 

Visible Progress 

Planning, Organizing, and Consolidating at the State Level 

As required in HB 1863, 28 workforce development and related support services from ten 
separate state agencies were consolidated under the 1WC, which now functions as the 
state's primary workforce agency (fable 3.1 lists the state's major workforce development 
programs and indicates where they were located both prior to and following the enactment 
ofHB 1863). 

Key management positions at the 1WC are largely filled, although the position of executive 
director is currently held by an acting executive director. The governor appointed each of 
the 1WC's three commissioners representing employers, labor, and the public. The 
commissioner representing employers was named chairman of the commission. He and 
the commissioner representing the public were confirmed by the 75th Legislature. The 
confirmation of the labor commissioner was never fonnally considered by the legislature. 
The governor has designated 28 local workforce development areas. Some 35 JTP A 
SDAs have been consolidated into 28 local workforce areas, which better resemble true 
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Table 3.1 Texas Workforce Development and Related Programs 

Prol!l'8Jll Pre-BB 1863 Post-BB 1863 

JOBS* TDHS TWC 

Food Stamps E&T* TDHS TWC 

Child Care Management TDHS TWC 
System* 

ITPA* TDoC TWC 

ES* TEC** TWC 

Workforce Development TEC TWC 
Incentive ProJ?:ram 

Texas Literacy Council TEC TWC 

Trade Adjustment TEC TWC 
Assistance 

Veteran's Employment TEC TWC 

ProiectRIO TEC TWC 

Communities in Schools TEC iWC 

Secondary Vocational TEA TEA 
Education 

Adult Education TEA TEA 

Apprenticeships TEA TWC 

Postsecondary THECB TIIECB 
TechnicaVV ocational 
Education 

Vocational Rehabilitation TRC•• TRC 

Senior Texans Employment IDA** TWC 
Sources: Texas Senate, Interim Committee on State Affairs, A Quality Workforce: T'he Premiere Chip 
in a High-Stalces Game, Austin, Texas, November 1992; and 'IWC, 1996 Annual Report, prepared by 

the 'IWC Public Information Office, Austin, Texas, 1996. 

*Denotes program funds slated for formula-allocation to local workforce development boards under HB 

1863. **TEC is the Texas Employment Commission; TRC is the Texas Rehabilitation Commission; 

IDA is the Texas Department on Aging. 
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labor marlret areas. This was designed to reduce administrative overhead at the local level 

TCWEC drafted, and the governor approved, a strategic plan with statewide goals, 
objectives, and core perfonnance measures to assess performance and evaluate all 
workforce development efforts in the state.1 Two of the core measures (entered 
employment rate and average earnings gain based on previous earnings) were 
implemented as the first stage ofTCWEC's Evaluation Action Plan.2 

Implementation at the Local Level 

Twenty-four of the 28 local workforce boards, the linchpins of the new intergovernmental 
delivery system, have been certified by the governor, and two others have submitted 
applications for certification. 3 At this time, only the Dallas workforce board has signed a 
contract with the 1WC and is receiving funds other than JTP A directly from the state. 
Another 15 workforce areas have submitted strategic and operational plans to the state and 
are awaiting approval 4 Finally, the 1WC awarded 66 grants from the new Skills 
Development Fund (SDF) to support business relocation and expansion in Texas.5 

Due in large part to the ambitious refonn agenda set by the legislature, Texas was awarded 
two federal implementation grants. In 1994, Texas began receiving funds from a federal 
one-stop implementation grant to establish one-stop centers across the state. Forty-three 
centers have been established, and a total of 63 will be open by the end of the grant period 
in December 1997. HB 1863 mandated the creation of career centers very similar to one
stop centers already opening. One-stop centers now operating are in the process of being 
turned over to local boards and will be subject to the provisions pertaining to career centers 
contained in HB 1863. In order to avoid confusion, the 1WC has decided that all centers 
will be.known as Texas Workforce Centers. 

Texas was awarded a $60 million, five-year, federal STW implementation grant and began 
receiving funds in March 1997. Where they are currently in place, local workforce 
development boards will oversee S1W activities with the advice of former STW 
partnerships. Twenty-five local S1W partnerships were created in 1995. Where local 
boards are not yet functioning, the local STW partnership will administer and implement 
STW initiatives. 

Current Impediments 

Despite the progress that has been made to implement the provisions of HB 1863, a 
number of issues have surfaced that threaten to impede further development of the system. 
Research of workforce development in other states indicates that many states are struggling 
with the same and/or similar problems. As Texas pushes further with implementation, it 
will need to address how it will: 

• Develop and clearly articulate a vision for workforce development. Although a 
vision underlies the framework created by SB 642 and HB 1863, the vision has not 
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been carried through to guide implementation. This vision should be understood and 
embraced by state leaders including the governor, legislators and other state policy 
makers, state agencies and staff, and local entities including local workforce 
development boards, contractors managing career centers, service providers, and 
employers. 

• Ameliorate the job loss of state workers resulting from the contracting out of 
workforce services. Contracting out functions previously provided by the state will 
result in the loss of as many as 1,500 state jobs. This has created tremendous 
opposition to reform from the Texas State Employees Union (fSEU). Opposition to 
separate efforts to privatize eligibility detennination of the state's welfare system has 
carried over to the contracting out of workforce services. 

• Enhance the flexibility of local workforce development boards to design universal 
delivery systems. Without the consolidation of workforce programs at the federal level, 
Texas will continue to receive categorical program funding. In the absence of federal 
block grants, it will be more difficult to design an integrated, universal system. It can 
be done, however, if the state gives local boards control over flexible funds such as 
Employment Services (ES) dollars. 

• Improve the capacity at both the state and local levels. Workforce development 
reform will require a new organizational culture and mindset among state and local 
staff and a tremendous investment in training and technology so that the capacity exists 
at both the state and local levels to carry out the vision. Although local workforce 
development boards and their staff have prior experience in managing JTP A. they will 
soon be expected to assume responsibility for a number of other workforce and related 
support services. They will need comprehensive, on-going training and development to 
successfully meet this challenge. 

• Ensure that customers with multiple barriers to employment receive services that 
address their labor market needs. The new system's emphasis on universal access, its 
focus on meeting employers• needs, and pressure on service providers to perfonn with 
limited funding will all encourage the system to serve the most job-ready and 
motivated customers among all those eligible to receive services. As a result, Texas 
must design performance measures, flexible performance standards, and proper 
incentives that will alleviate this "creaming" effect 

• Ensure that federal and sta.te welfare reform does not overwhelm the workforce 
development system before it is fully developed. New work participation requirements 
and time limits on welfare receipt will put pressure on the state's new workforce 
system to serve an unprecedented number of welfare recipients, many of whom will 
need in-depth assessments and intensive training as well as support services. The 
danger is that the workforce system will be turned into a welfare placement system 
wherein workforce programs are stigmatired and other customers are excluded from 
services. Pressure on the state to meet federal requirements also may force a clash 
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between a strong state-administered welfare system and a locally-controlled workforce 
system. Immediate attention must be given to putting a quality workforce delivery 
system in place across Texas. 

• Develop a new concept of accountability that is system- rather than program
oriented Traditionally, the performance of workforce services has been measured 
program by program. It has never been measured as an entire system. Texas is only 
one of a few states currently developing a comprehensive, system-wide approach to 
performance management and evaluation. 

• Integrate school-to-work (S1W) into the workforce development system. To its 
credit, Texas has begun thinking of S1W as part of the state's workforce development 
system. Still, there is much to be done to further integrate it into the new system. Lack 
of direction from the federal level provides Texas with the opportunity to define a clear 
vision for S1W and use it as yet another source of funding to build an integrated 
system. 

• Engage employers in the design, deve"/opment, implementation, and evaluation of 
the system. To bridge the gap between workforce services and the training needs of 
Texas employers, Texas must consider employers the primary customers of the new 
system, identify their human resources needs, and market and sell the system as the 
source for meeting those needs. Ultimately, the most effective means of employer 
engagement is for the state to build a system that has a proven reputation for providing 
high quality services and producing highly skilled workers. 

• Encourage the development of a core constituency for workforce reform that is 
composed primarily of a coalition of business and labor. While the goal of reform is 
to build a new system that more effectively responds to the needs of Texas employers 
and workers, support from these two groups has been absent to a large degree. It is 
important that business and labor are encouraged to actively promote and nurture 
workforce reform. They can use their influence with state and local leaders in key 
positions to ensure that they demonstrate an unwavering commitment to the vision and 
make decisions that support the goals of reform. 
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PART II. 

KEY POLICY AND 

IMPLEMENTATION ISSUES 





Chapter 4. Contracting Out 

Heath J. Prince 

Texas workforce reform was driven by a perceived need to streamline workforce 
development programs and create a more efficient, effective system for serving Texas 
workers and employers. The move to consolidate 28 programs from ten different agencies 
in the TWC was designed to consolidate funding, combine administrative and operational 
functions, improve services, and produce significant costs savings that would go to provide 
additional workforce services. 

One key element of workforce reform is the legislative mandate that local workforce 
development boards cannot be service providers and that they must have separate and 
independent staff. The implication of this is that they must contract with public, private, or 
non-profit entities for the management of career centers. So far, only private-for-profit 
entities and well-established, community-based organizations appear well positioned to 
operate centers and provide services locally. As a result, as many as 1,500 state employees 
currently providing local workforce services may ultimately lose their jobs. Other 
questions surrounding the contracting out of workforce services include the quality of 
services these entities will provide, favoritism in the awarding of contracts, and the political 
influence of those that are eventually awarded the contracts. 

Dislocation of State Employees 

Although the initial consolidation of workforce-related agencies into the TWC reduced the 
state payroll by 400 full-time employees, the reduction was accomplished through attrition, 
preventing the dismissal of even a single employee.1 However, the contracting out of 
services is expected to dislocate at least 1,500 TWC employees.2 

Though its impact will be spread over considerable time as local boards are formed, plans 
developed, and contracts are set, the potential for job loss has created considerable 
problems for the TWC. Not only has it created serious opposition from the TSEU, but it 
has also led to low morale and concern among agency employees who are supposed to be 
implementing the reforms and adopting and promoting a vision for change. In addition, 
opposition to the potential for much larger job loss from the privatization of the state's 
welfare system has carried over to workforce reform. 

Legislative Action 

State lawmakers hope that some of the job loss will be ameliorated by stipulations within 
HB 1863 that give preference to former Texas Employment Commission (TEC) 
employees when hiring to staff career centers. However, there is no legal requirement that 
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this preference be extended to employees of othex state agencies whose program funding is 
consolidated and services are contracted out. 

Additional legislative efforts to soften the impact on state jobs failed dming the 75th 
Legislature. House Bill 2915, introduced by Rene Oliveira (D-Brownsville), passed the 
legislature but was vetoed by the governor. It would have required state-equal benefits for 
employees of private firms contracting with local world'orce development boards. 1be 
legislation also would have expanded retirement eligibility for state workers who lose their 
jobs as a result of workforce reform. 

Other bills intended to help state employe.es affected by workforce reform died in 
committee. These include House Bill 3512 and 2916. HB 3512 would have extended the 
hiring preference given to 1EC employe.es under HB 1863 to all other state employees 
who were dislocated as a result of the reforms. HB 2916 would have restricted local 
workforce development boards' contractor selection process by preventing a board from 
contracting out for a service that is available to the board from the state, ~ the bid 
offered by outside contractor is at least 10 pel'Cent lower than the cost of the state's 
provision of the service. 

Legislation similar to HB 2915 and HB 2916 should be reintroduced and enacted dming -
the next legislative ~on. This would help ensure that the contracting out of services 
results in efficiencies for the state, but not at the expense of lower wages and benefits for 
workers providing such services. Since the window of opportunity to enact legislation that 
would expand state employee retirement eligibility, require equal benefits, and extend 
hiring preference is temporarily closed, it is important that the 'IWC and local workforce 
entities initiate programs and enact policies to help ease the displacement effects on state 
employees. The TWC should try to minimi:re actual job loss through attrition, and provide 
outplacement services to those who lose their jobs. Such services should be comparabJe to 
those offered to displaced workers through JTP A The 'IWC should promulgate rules 
which require career center operators to pay salaries and provide benefits at least 
comparable to those of state employees in similar jobs. 

In addition, the 1WC should look for other ways to reali7.e efficiencies that do not come at 
such expense to its own employees. The 1WC could also clear up the mispen:eption that 
local boards must contract exclusively with private-for-profit entities. Neither SB 642 nor 
HB 1863 mandates that local workforce boards contract out with private-for-profit 
organizations. Boards may elect to contract with state agencies, local government entities, 
or local non-profit organizations, so long as these entities are not also providing education 
and training services. 

Employment Services Funds 

Significant state job loss has been prevented by Texas' decision to postpone the formula 
allocation of ES funds to local workforce development boards. Texas' decision follows an 
advisory from the regional OOL, which cited a number of reasons why the state should not 
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proceed. Frrst, it indicated that the formula allocation of ES funds would violate a 1950 
amendment to the Wagner-Peyser Act of 1933 which requires compliance with section 
303(a)(l) of the Social Security Act of 1935. Given the amendment, the DOLhas 
interpreted section 303(a)(l) as requiring the administration of ES funds by "merit 
system" employees. 

The advisory is also based on the DOL' s interpretation of "inherently governmental 
functions," which, according to the federal Office of Management and Budget's (OMB) 
1983 Circular A-76, should not be contracted out OMB defined these functions as those 
which involve the interpretation and execution of a law in order to advance economic 
interests or those that significantly affect the life or property of an individual. It appears 
that the DOL considers eligibility determination to fall within these guidelines. 3 

Both concerns, however, can be disputed. For one, a strict interpretation of section 
303(a)(l) of the Social Security Act suggests that only Unemployment Insurance (UI) 
funds must be provided by merit system employees. Furthermore, this same provision 
allows the Secretary of Labor to designate entities other than state employment security 
agencies--in Texas, the 1WC-to provide UL Nowhere does the clause state that 
workforce training or ES funds must be administered by state merit system employees. In 
regards to the issue of eligibility determination, it is important to note that there are no 
eligibility requirements for employer or worker participation in ES. 

It might also be mentioned that, in the early-to-mid 1980s, the state embarked on a 
collaborative service delivery effort serving several designated target populations. Using 
Wagner-Peyser 7(b) funds which are set aside for the governor to use for performance 
bonuses and special projects, the TEC awarded numerous service contracts to Goodwill 
Industries, the Austin Women's Center, Project Quest in San Antonio and others-
contracts for workforce services provided by employers not covered by the state's merit 
system or, for that matter, any other state system. 

The current DOL ruling is that workforce-related services are included in clause 303(a)(l) 
of the Social Security Act Texas has applied for a federal waiver that would exempt the 
career development centers funded from the federal one-stop implementation grant from 
this interpretation, but after more than eight months, no ruling has been made. 

Texas may have a lesson to learn from Indiana on this issue. In April 1988, local 
employee unions in Indiana filed suit against the Indiana Department of Employment and 
Training Services (DETS). The suit charged the DETS with "destroying civil service by 
intentionally giving preference for the use of JTP A, Wagner-Peyser, and other federal 
monies to the private sector through the state's 17 Private Industry Councils." In essence, 
this was an 3_:ttempt to formula allocate ES funds to local boards. The decision rested on 
Indiana Public Law 18 which reads: 

[The] DETS shall give preferential consideration to using departmental personnel 
for the provision of services through local public employment and training offices. 
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Contracting Wagner-Peyser services is prohibited where state employees are laid 
off due to the diversion of Wagner-Peyser funds." 

Most revealing about the Indiana case is that it was a state law that ultimately allowed ES 
employees to keep their jobs. Because amendments that prevented the state from 
contracting out Wagner-Peyser services were added to the legislation, the suit against the 
DETS was dropped. There was little concern, however, of the state being in violation of a 
federal law by contracting out for Wagner-Peyser services. 

Ensuring Quality Services 

In addition to the effects on state employees, there are questiom surrounding the quality of 
services that private-for-profit companies will provide.5 The asswnption is that replacing 
government bureaucracy with companies primarily concerned with profit margim will 
eJiminate waste and inefficiency and increase the system's effectiv~ and 
responsive~. While this argument has merit, some important nuances are overlooked. 
For one, a private company may have a tendency to do more "creaming" given employers 
needs and ~ure to perform (ie., serve the most job-ready and motivated from among 
all who apply). Private employers may not have experienced staff who are semitive to the 
needs of populations served by public job training and employment programs. In addition, 
a private company may be able to cut costs in the short-nm, but find itself understaffed 
when welfare recipients flood career centers. In this case, improved service to the recipient 
cannot be guaranteed. Another concern is that human contact with front-line employees 
may be lost as staff are replaced in large part by automated phone lines and computer 
kiosks. There is a danger-that those most in need of services may become frustrated and 
daunted by the new technology. Many of those being served have very low literacy levels 
and little experience with such machines and technology. 

Lockheed-Martin has recently made overtures to Goodwill Industries in Austin, suggesting 
a private-non-profit partnership for local service delivery. In fact, Lockheed and Goodwill 
joined forces and bid to operate career centers for Austin's Travis County Wolkforce 
Development Board. This may be viewed as tacit acknowledgment of Lockheed-Martin's 
need to coordinate activities with an organiz.ation experienced in worlcing with the 
disadvantaged 

To maintain accountability and help guarantee more effective service delivery, TCWEC 
should adopt and strictly enforce core performance measures. In addition, the 'IWC 
should monitor different types of career center management to ascertain if there is any 
significant benefit from contracting out with for-profit versus non-profit and public entities. 
For instance, Maryland and Wisconsin provide examples of alternatives to contracting out. 
Maryland is conducting a year-long experiment that allows companies in some counties to 
compete with state agencies in other counties to collect delinquent child support payments. 
Wisconsin has prevented private companies from bidding on welfare contracts in counties 
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where specific efficiency goals were met Seventy-eight percent of the counties met their 
goals.6 

Political Influence of Contractors 

Another issue of concern is the political influence that local contractors may exert during 
the procurement process and the day-to-day operation of career centers. Clearly, there is 
potential for favoritism in the awarding of contracts. A former legislative aide to Governor 
Bush is currently a lobbyist for Lockheed-Martin. Others formerly high up in policy 
circles are also involved in various aspects of the bidding process. The fear is that these 
individuals may use their current or former positions to exercise disproportionate influence 
on the decision-making process. _ Qnce awards have been made, contractors will be in an 
even better position to exert considerable political power, particularly in cases where one 
contractor operates all career centers in a region or a significant number statewide. 

To address these issues, the state should force an open and competitive bidding 
procurement process for workforce services at both the state and local levels. In addition, 
local workforce board contracts with career center operators should be relatively short. 
While the cost of contract negotiations is high, local boards would be better served by 
carefully negotiated, short-term, performance-based contracts of no more than two years. 
Local boards should exercise strong oversight to ensure that contract specifications are met 
and that targeted populations are getting the services they need to find quality jobs. These 
measures will avoid some of the problems associated with long-term contracts. 

Privatization of Welfare 

Since workforce and welfare reform efforts were included in the same legislation (HB 
1863), local contracting for workforce services has been inappropriately linked with more 
extensive state efforts to privatize the eligibility process for welfare recipients. As a result, 
strong opposition to the privatization of the Texas Integrated Enrollment System (TIES) 
has carried over to the state's workforce reform efforts. While the potential job loss from 
contracting out workforce services should not be dismissed, it is relatively small in 
comparison to the estimated 10,000 state jobs at risk if Texas privatizes eligibility 
determination for welfare programs. 

HB 2777, enacted by the 75th Legislature, requires the Health and Human Services 
Commission (lffiSC) to develop and implement a plan for the integration of welfare 
services and functions relating to eligibility determination and service delivery. In 
developing the plan, the HHSC will consult with and receive the cooperation of the 
agencies whose programs are included in the plan-the IDHS, 1WC, and the Texas 
Department of Health. 7 These agencies will be required to contribute available staff and 
resources at the HHSC' s request. The legislation also gives the HHSC authorization, upon 
the receipt of any necessary federal approval and the approval of the governor and 
Legislative Budget Board (LBB), to contract for implementation of all or part of the plan 
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with local governments and other entities. Much of the job loss would occur as the current 
welfare system is modernized and rule-based eligibility determination is automated. 

Despite Texas' relative efficiency in providing welfare benefits, spending only 7 percent 
annually on administration versus the national average of 11 percent, private companies 
appear confident that they can streamline welfare eligibility determination and achieve even 
greater efficiency. This sentiment is perhaps best summed up by Robert Tyre, Managing 
Partner of Andersen Consulting, who sees profits from the welfare system as "low
hanging fruit"8 

The fact that so many jobs are vulnerable to automation underscores the legislative foot
dragging that has occurred over recent years regarding updating an antiquated data system. 
Much of the hardship borne by state employees might have been avoided if the legislature 
had acted earlier to moderniz.e its eligibility determination process at the IDHS. In the late 
1980s, IDHS proposed a large automation initiative, only to have it rejected. Contracting 
out with firms such as Lockheed-Martin, EDS, or Andersen Consulting is attractive to the 
state because these companies offer leading technology in which the state has chosen not to 
invest 
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Chapter 5. Creating Integrated Services Given 
Categorical Funding 

Daniel B. Gubits and Elise Gould 

Failure to pass workforce reform legislation at the federal level presents Texas with a 
formidable challenge: building an integrated system with categorical funding. In this more 
complicated environment, the state will either regress toward the categorical programs of 
the past, or move forward to a fully integrated, universal system for the future. While it 
will be difficult, Texas can remain on course if it continues to use HB 1863 as the blueprint 
for the new system. 

The primary goal should be to create a seamless service delivery system at the local level 
that is supported by a management information system that can handle complex 
administrative functions such as universal eligibility determination, integrated case 
management, participant tracking, fund accounting, and federaVstate/local reporting. In 
addition, the state should enhance the flexibility of local workforce development boards and 
reinforce the universality of the system by block-granting ES funds to the local level. 
Other steps the TWC should take include reinstating the 18-month deadline for local 
boards to assume responsibility for service delivery for all formula-allocated funding 
including child care and establishing a commission-wide operational planning department 
for workforce training and related services under the agency's umbrella. 

Tenets of the System 

To better appreciate the implications of the failure of federal workforce reform, it is helpful 
to recall four basic principles which capture the essence of Texas' new workforce 
development system. First, the system is integrated: most workforce development 
services are either consolidated or coordinated toward the common goal of a more 
competitive Texas. Second, the system is local.ly controlled: decisions about how to best 
meet the needs of employers and residents are made by local workforce development 
boards. Third, the system provides universal access: there are no longer clients for 
separate programs; all are simply customers receiving workforce services from a common 
system that serves all students as well as workers, the employed as well as the 
unemployed. Finally, the system is customer driven: services are provided and 
performance is measured by outcomes, not by program rules and regulations. 

Implications of the Failure of Federal Reform 

Without federal consolidation and workforce block grants, it will be difficult to create local 
service delivery systems that meet these principles. Continued categorical funding prevents 
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local boards from having complete decision-making power about how money should be 
spent Instead, they must comply with requirements accompanying each distinct funding 
stream. 1bese same requirements also divert focus away from objectively determining and 
meeting local employers' and residents' needs. Tension exists in the system when 
performance is measured both by systems outcomes and by the separate, pr~-oriented 
requirements of categorical programs. 

Universal access is also jeopardized Some residents may fall through the cracks with 
categorical distinctions and will not receive the level of services they need, particularly if 

· local boards do not have access to some funding without narrow eligibility requirements 
(i.e., ES dollars). Others may go unserved even though they me.et eligibility requirements 
because categorical funds are finite and monies cannot be readily transferred among 
funding sources. 1WC' s decision to postpone the formula allocation of ES funds further 
exacerbates the situation. This flexibility of ES money would help fill some of the gaps left 
by categorical funding. 

Moving Forward 

Given these restrictions, how should Texas proceed in building an integrated, locally 
controlled system? 

Flexible Funds for Universal Ac~ Locally 

Local workforce development boards will ultimately have control over a number of means
tested, categorical programs. However, they will also need control over flexible funds 
which can be used to assist anyone who walks in the door. Without such flexibility, local 
boards will be able to provide few, if any, services to people who fail to qualify for any 
means-tested programs. This may be especially true at the end of the program year when 
some categorical funding accounts are likely to have been depleted. Generally, the more 
categorical accounts career centers have, the greater their discretion and flexibility to me.et 
the diverse needs of those they serve. However, they still need some non-means tested 
resources. This will ensure that the system provides universal access. 

The absence of federal workforce block grants leads to a reliance on ES dollars as the 
primary source of such flexibility. However, the regional DOL has advised Texas that ES 
funds must be spent on services provided by state employees, rather than by employees of 
a local contractor. As a result, state employees will work in career centers to provide ES 
services alongside employees of the career center contractor. While having state 
employees in career centers to provide services adds to local flexibility, it does not grant 
local contractors the same latitude as a formula-allocated block grant 

Management mues 

Operating career centers staffed by contractor and state employees will inevitably create 
management problems that will affect service quality and raise major questions of 
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accountability. Private contractors will have limited authority over ES workers who they 
can neither hire nor fire and who will have split allegiances to both the people who 
ultimately pay them and the people who manage them. Center managers will have to 
design a plan to integrate ES workers into their delivery system. If ES workers remain 
separate from the administration of services funded by other categorical programs, the 
purpose of HB 1863 will have been defeated. 

In Indiana, functional management of one-stop centers is split between the state and the 
private not-for-profit contractor Goodwill Industries. This dual management structure can 
create problems if there is a misunderstanding of the relationship between state and 
contractor staff, as occurred at one center in Indianapolis.1 This is not to say that trouble 
will arise in all cases where local managers have management authority over state 
employees. There is a strong possibility, however, that some management problems will 
arise. When there is discord among the staff of one-stop centers, customers will end up 
with the short end of the stick: lower quality services. 

Local Boards and Program Discretion 

According to the TWC' s Workforce Development Board Planning Guidelines, local 
boards were to "have a complete workforce development system in place [that includes] all 
categorical programs (with the exception of child care programs) no later than 18 months 
from the board's contract effective date with 1WC."2 To ensure the continuity of services, 
however, local boards would be allowed to "negotiate arrangements with TWC for the 
state delivery of services and programs" during this initial 18-month period.3 On April 30, 
1996, the TWC commissioners decided to allow local boards to negotiate with the TWC 
for the state delivery of services beyond the 18-month period. 4 This leaves open the 
possibility that local boards will control funds of some, but not all programs. 

If this is the case, the move to fully integrate local services will be haphazard and 
incomplete, hampering the development of a seamless system. Local boards might be 
especially tempted to refuse funds for the JOBS program, avoiding the responsibility of 
meeting difficult welfare-to-work participation targets and the potential liability from failing 
to meet them. In addition, local boards electing not to take certain programs at the 
beginning might find it hard to add them later. 

It is unwise to establish a patchwork system wherein services are provided by the state in 
some regions and by local boards in others or, even worse, where some services are 
provided by both the state and local boards in the same region, even at the same center. 
This runs counter to the goals of decentralizing decision making and integrating local 
services to better serve customers. In addition, it may cause confusion for many residents 
in need of services who move around the state and for many of the larger employers who 
hire and seek training services in different sub-state areas. The TWC commissioners 
should reinstate the 18-month deadline for local boards to assume responsibility for service 
delivery for all formula-allocated funding, including child care. 
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Seamlea Services in a Categorical World 

Creating an integrated workforce development system from categorical program funding is 
not impossible, but it will be difflCUlt One of the state's goals should be to develop an 
integrated client intake and eligibility determination ~ that makes categorical 
distinctions and funding streams invisible to customers, while meeting their needs from 
multiple funding somces. Good intake software can make program distinctions invisibJe 
to customers while_ they are being served, and allow intake workers to deliver eligibility for 
a number of different services simultaneously and to enroll participants in the various 
programs that are consistent with their needs and career plans. 

To support such a process, a solid management information system must be developed to 
handle the administrative components of universal eligibility determination, integrated case 
management, participant tracking, fund accounting, and federaVstatellocal reporting. Such 
a system would track participants through the service process and charge and report costs 
to the corresponding funding streams. Texas' award-winning Child Care Management 
System (CCMS), which has been operational since 1991, offers a practical model for such 
an approach. 

In April 1997, the 'IWC began distributing software which allows local users to access the 
'IDHS and 'IWC computer systems. This will enable a local worker to conduct customer 
intake for all programs simultaneously. Although the 'IWC is worlting on standardiz.ed 
intake forms, the new software falls short of universal eligibility determination. This 
software should be adapted so that eligibility requirements for other workforce services can 
be added over time. -

TWC Internal Organimtion 

In February 1997, the 'IWC created the Welfare-To-Work & Special Services Integration 
Division which assumed responsibilities for welfare-to-work service coordination and 
child care, formerly within the Workforce Division. This move ran counter to the intent if 
not the letter ofHB 1863, which states that workforce programs will be housed in 'IWC's 
Workforce Division; more than half of the workforce dollars at the state level were moved 
under the new division. While the 'IWC subsequently transferred the new division back 
under the Workforce Division in July, its vacillation on this Wtie sends a very ambivalent 
and confusing signal to local workforce development boards: "you should functionally 
integrate, but we may not. We can stay categorical." This is the wrong message to send to 
local boards faced with creating new integrated systems out of many disparate programs. 
The 'IWC should continue to push toward functional management by avoiding the creation 
of separate program-by-program divisions. 

The Comptroller's 1995 planning report on the creation of the 'IWC recommended the 
establishment of a commission-wide planning department.5 This recommendation was not 
implemented at the 'IWC, _contributing to its lack of unified direction. The Office of 
Program Policy Review {t Design within the Workforce Division has some planning 
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functions, but it is not responsible for agency-wide planning. While TCWEC perfonns 
overall strategic planning for the workforce system, the 1WC should have a planning 
division that will conduct operational planning for the workforce and related services under 
its umbrella This planning should be coordinated with other state agencies such as the 
TIIECB and the TEA. 
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Chapter 6. Serving Customers with Multiple Barriers 
to Employment 

Angela D. Noble and Jeff Edwards 

To achieve long-term success, the new workforce system must be committed to serving all 
segments of the state's population, including those facing multiple barriers to 
employment-the "hard-to-serve." Special steps must be taken to ensure that the hard-to
serve have access to comprehensive services targeted to their labor market needs. 
Otherwise, the new delivery system's emphasis on universal access, its focus on meeting 
employers' needs, and pressure on service providers to perform with limited funding will 
all encourage the system to "cream" (Le., serve primarily those who are the best prepared 
for emplOyment and most motivated from among those seeking assistance). 

The system and its providers will continually face a fundamental and precarious balancing 
act: whether to use limited resources to help those most in need of assistance and serve 
fewer people (due to higher unit costs), or assist those with fewer needs and ultimately 
serving more. Often, the service provider faced with this dilemma and the external 
pressures to perform crowds out the hard-to-serve, regardless of the structure of the 
program or the system's incentives. 

If Texas is truly committed to developing a quality workforce and providing equitable 
services for those with multiple barriers to employment, it must set clear goals and design 
core performance measures, flexible standards, and proper incentives that will address and 
alleviate the system's tendency to cream. 

Defining the Hard-to-Serve 

The first step to serving these customers is determining how they will be defined. 
Traditionally, the hard-to-serve were identified as those who were low-income or 
unemployed, and had certain demographic characteristics such as race, gender, and age, or 
were participating in government programs like AFDC or UI. However, these identifying 
characteristics are only rough proxies of need at best The baniers confronting the hard-to
serve are as diverse as the clients themselves. They include financial barriers such as 
inadequate transportation, housing, and child care; employability barriers like illiteracy, 
functional illiteracy, poor job skills, and a lack of job search skills; and health and other 
barriers such as alcoholism, drug abuse, and domestic violence. 

Efforts to better define the hard-to-serve have been attempted in recent years. For example, 
since 1992, the JTP A Title II-A program has required that 65 percent of its participants not 
only be economically disadvantaged, but also be either a high school dropout, deficient in 
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basic skills, an offender, homeless, or have a disability. For youths, the definition also 
includes being pregnant, a parent or a runaway, or having a learning disability. 

Similar to JTP A Title II-A, Texas needs to create a new definition of the hard-to-serve 
which goes beyond the conventional categories to identify the hard-to-serve in terms of the 
number of employment barriers and challenges they face. Physical descriptors simply do 
not capture the characteristics that make individuals hard to serve, even though 'lower 
entered emp'/oyment rates and wages at termination for minorities and women may in part 
reflect disproportionate barriers they face. 1 Generally, these categorical definitions of hard
to-serve do not relate to their specific labor market problems. 

Using this rationale, a 1988 Michigan task force recommended the following definition of 
"hard-to-serve" for its JTP A program: 

A person shall be considered "hard-to-serve" who is economically disadvantaged; 
unemployed for two or more years or never been employed; in need of functional 
literacy or employability characteristics or supportive services; and whose 
employability development plan exceeds that received by the average person 
enrolled in a designated area. 2 

This definition is valuable because it cuts across traditional categorical lines and focuses on 
characteristics which most affect employment prospects. It does not mention race or 
gender, two highly divisive issues that can politicize programs, jeopardize their funding, 
and stigmatize those who enroll in such programs. 

Any workforce development system which defines and targets specific populations is open 
to criticism for making value judgments about who is more important to serve. Given the 
growing problems of the hard-core unemployed, however, Texas must confront this 
problem directly. Although initially more expensive, efforts to serve those with more 
severe barriers are likely to generate greater economic and societal rewards in the long run 
for employers, taxpayers, and the individuals served. 

The definition of hard-to-serve should come from the state and apply to all local areas 
equally, and each of the 28 local boards should be able to place its hard-to-serve funds 
where its needs are, provided there is no evidence of discrimination. For this reason, the 
state must enforce a strict anti-discrimination policy. 

Redefining Policy Goals and Funding Priorities 

The current goals of the Texas workforce development system do not address long-term 
barriers to employment The desire to cut costs and reduce the welfare caseload, rather 
than to make families self-sufficient, has resulted in an approach that focuses on immediate 
employment Less expensive •·buff-and-polish" programs that provide labor ma.rlret 
assistance and job search skills enable the system to serve more people and meet T ANF 
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work participation rates, but they do not addi'ess the developmental needs of the hard-to
serve. 

While less intensive services may be adequate and even appropriate for many, they are not 
sufficient for others that require additional assistance to enter and remain in the workforce. 
With the bulk of the available resources directed to immediate employment assistance, few 
hard-to-serve have access to counseling, intensive education and skills training, or support 
services they need for quality employment This strategy has the potential for further 
expanding the underclass of unemployed and working poor. 

Absent a real commitment to the hard-to-serve, combined with the funding to support it, 
the new workforce system will continue to cream. Funding will become a more critical 
issue as increasing numbers of welfare recipients seek job training and employment 
services to satisfy TANF's work and training requirements and push to obtain secure 
employment before their eligibility for time-limited benefits expire. To alleviate this 
pressure on the system to cream, the state should increase funding for counseling, 
education and skills training, and support services and allocate these dollars across the state 
on the basis of need (i.e., the best proxies of need we have on the hard-to-serve). 

The Role of Assessment 

Not all of the customers of the new workforce development system will require intensive 
services or need in-depth assessments at career centers. Such assessments would be too 
costly. Those appearing the most job ready should be moved directly into the market and 
sometimes given minimal assistance. Others, however, will require intensive services and 
need comprehensive, up-front assessments of their needs. Career centers with fully 
integrated services can fulfill this goal by providing a common intake point for assessment 
and eligibility determination. 

This assessment should be designed with two aims in mind: (1) screening out those 
individuals capable of helping themselves or only in need of minimal assistance; and 
(2) accurately identifying people facing multiple barriers and directing them to the services 
which will help them overcome those barriers. 3 The former will protect available resources 
for the hard-to-serve, while the latter focuses on allocating those resources more efficiently. 
Of course, both require that a significant portion of the available resources be reserved for 
this population. In addition, it will be important for the system to offer high quality, self
help services for those who need information and minimal assistance to secure 
employment and training. A consumer information system ought to report performance 
information on service providers throughout the state and be user friendly so that staff can 
instruct customers on how to serve themselves quickly. Not only will this allow 
customers to make better choices, it will also free time and resources for staff to 
concentrate on hard-to-serve populations at a lower overall cost 

In a state as diverse as Texas, the needs of clients will vary widely, as will the costs 
associated with addressing those needs. Dallas County will have a different multi-barriered 
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clientele than Hidalgo County. Fortunately, good client assessment should facilitate 
directing funding for the hard-to-serve where it is needed most and can do the most good. 

Reworking Performance Measures, Standards, and Incentives 

Designing performance measures, standards, and incentives that reward service to those 
with multiple barriers is also critical to ameliorating the creaming effect. Performance 
measures which emphasize quick placement in employment have typically been viewed as 
a major contributing factor in creaming.4 Under such measures, those individuals that are 
easiest to serve receive more immediate attention in order to meet performance 
expectations. 

At the urging of the National Governors Association (NGA) begun by a push from the 
DOL and the DOE, TCWEC recently designed core performance measures for the Texas 
workforce system. In the view of leading policy analysts, they mark a definite step in the 
right direction. The performance measures balance a number of different outcomes 
measuring program success, including success in the labor market, both in terms of 
earnings and employment, and achievement of higher educational degrees or licensure. 
TCWEC is also considering the adoption of performance criteria which look at overall 
cost-effectiveness and whether job placement was training-related.5 

Still, all such measures are too broad, and none specifically address the issues affecting all 
hard-to-serve individuals. While they may have a marginal effect on creaming, they offer 
little real protection to those facing multiple barriers. A better solution would be to design a 
performance measure tied to the percentage of the hard-to-serve population in each area that 
is served. Such a measure could be part of or replace the access/equity measure currently 
under development This would likely cause areas to focus on serving their most needy 
customers, but it alone will not eliminate creaming. Any system of accountability must be 
accompanied by strict enforcement of an anti-discrimination policy and monitoring of local 
systems to ensure equitable access and services. 

Another option to encourage local areas to serve those with multiple barriers is to hold local 
boards and their service providers responsible for performance standards, but to adjust 
these standards to reflect their efforts to serve this population. As is currently permitted by 
ITPA, the governor should be given the authority to make adjustments in the performance 
standards of local areas. Local areas should not be penalized for their efforts to provide 
more costly and time-consuming services to those with many labor market needs. 

Performance measures and standards should be backed up by financial incentives for 
achievement. With the exception of ITP A, the approach of most workforce and welfare 
programs has traditionally been one of the stick (sanctions), rather than the carrot 
(incentives), often leading to lukewarm efforts on the part of service providers to achieve 
the minimum, rather than the maximum, results from their efforts. The most effective 
incentives would provide special financial incentives to areas meeting performance 
standards and providing an enhanced level of service to the hard-to-serve. Such incentives 
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should be shared by career center staff and service providers who contribute to that 
performance. 6 

Avoiding Stigma 

Targeting those with multiple barriers at the expense of other customers runs the risk of 
stigmatizing all participants served by these programs. While some of the stigma 
inevitably comes from the negative image of government programs for the disadvantaged, 

· some also stems from the way workforce professionals have labeled, sorted, and marketed 
individuals in different programs. Recent research shows that participants involved in 
programs known to serve only the disadvantaged tend to carry an unfortunate stigma when 
searching for employment. 7 They are often regarded as less desirable applicants than other 
individuals and as a result have lower post-program success rates. 

However, if the training provided is perceived to have positive value and produce quality 
trainees, the importance of providing adequate resources and meaningful training for these 
groups will be reaffirmed. Some stigma should be eliminated simply due to the fact that 
Texas is building a universal system accessible to all individuals and marketing quality 
services to employers rather than special populations with perceived labor market 
deficiencies. 
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Chapter 7. State and Local Capacity 

Dan Valliere and Ruth Cardella 

Texas' inability to make more substantial progress in implementing workforce reform is in 
large part due to the ambitiousness of the reforms in SB 642 and HB 1863. Such massive 
reform will take years to fully implement and will r~uire a clearly articulated, shared 
vision for workforce development in Texas, a new organiz.ational culture among state and 
local staff, the application of the latest electronic technology, and a tremendous investment 
in training, technical assistance, and development so that the capacity exists at the state and 
local levels to carry out the vision. 

With many of these pieces not yet in place, there are serious gaps in state and local capacity 
to create and manage an integrated workforce delivery system. Specifically, successful 
implementation will require: 

1. a common vision among state-level leaders, local workforce development boards, 
and their staff; 

2. strategic-planning experience at both the state and local levels; 

3. adequate and frequent communication both between the state and local levels and 
among local workforce areas; 

4. an investment in interactive and other cutting-edge technology to facilitate 
communication, day-to-day local systems management, and data collection and 
analysis; and 

5. an investment in training, technical assistance, and development for local board 
members and their staff, the staff of contractors running career centers, the staff 
providing services to employers, and for those providing education and training 
services. 

A Common Vision 

In Leadership Counts: Lessons for Public Managers, Robert Behn describes how public 
managers of Massachusetts' Work Incentive (WIN) program, ET Choices, were 
successful at creating and consistently communicating a common vision of a program and 
getting everyone involved in the program to believe and become involved in it. 
"Leadership requires an idea. .. and this idea must contain a vision-a vision of how the 
future will be better because of the accomplishments of an organiz.ation."1 The most 
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successful managers of the program "repeated the vision frequently so that everyone in the 
organization could see themselves, as part of a worthwhile enterprise."2 

This type of leadership and vision for workforce development in Texas is still needed 
There is no clear understanding of the purposes of reform being developed and 
communicated throughout state agencies and to the local level The main reason is that 
Texas has yet to find strong executive leadership for systemic workforce reform. It does 
have TCWEC, a neutral organization that can facilitate the creation and communication of a 
vision, but TCWEC has been tentative in its leadership and appears distracted by efforts to 

· better define and fortify its own position in the new system. 

It is crucial that TCWEC take the vision outlined in SB 642 and HB 1863 and further 
described in this report and promote, nurture, and reinforce it throughout the state. It 
should work with legislative leaders, the Governor's Office, and 1WC officials to develop 
a single vision that is embraced by all concerned parties. TCWEC should coordinate 
interagency discussion of this vision through on-going training sessions and statewide 
conferences. This is necessary because all the parties involved in workforce development 
are accustomed to dealing with categorical programs and to thinking in terms of 
compliance with federal and state regulations. If they are to think in terms of a systemic 
approach, they must receive reorientation, education, and training to assist them in 
developing a whole new mindset 

Other states have experienced similar difficulties in creating a common vision. They have 
tended to think in terms of a specific program rather than a single, integrated system. Most 
commonly, states have formed state-level interagency task forces to focus on specific 
issues like S1W initiatives, local career center management, and performance 
measurement Many of these groups struggle due to a lack of state-level leadership. The 
most successful interagency efforts in recent years have resulted from strong leadership of 
a governor in states like Michigan and Wisconsin or from the presence of a strong. but 
neutral, state-level body as found in Massachusetts' MassJobs Council, the state's HRIC. 

Strategic Planning at the Local Level 

In order to translate the vision into practice, strategic plans must be developed at the local 
level Local workforce development boards are required to submit a plan to the TWC that 
has both a strategic and an operational component Texas is one of the first states to 
recogniz.e the need for this separation in the planning process while at the same time 
recognizing the important link between strategic and operational plans. 

However, the state has not adequately communicated to local boards that the operational 
plan should be drafted only after an intensive, strategic-planning process and that both 
should be based on the clearly articulated values. mission. and vision of each of the local 
workforce development boards. Instead, local boards have been told to follow the TWC' s 
written planning guidelines for both their strategic and operational plans. Furthermore, the 
TWC has provided no training related to planning, but instead simply offers a one-day 
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orientation to local boards that covers the basic elements of the workforce legislation and 
the organizational structure of the TWC. Local boards and their staff are not challenged 
with the opportunities for change. This mentality runs counter to the entire concept of 
strategic planning, and may encourage some local boards to view the plans as a simple 
matter of compliance, as has been the case for much of the last 25 years. 

While the planning document must satisfy some basic criteria specified by the 1WC, the 
agency should make clear that its planning guidelines represent only a point of departure 
for the planning process. Boards should be given encouragement and time to undertake 
more intensive strategic planning for their local workforce efforts. TCWEC and local 
boards should be encouraged to use independent providers of strategic planning and other 
training, instead of relying solely on state personnel. 

Strategic planning should inform and provide the parameters and broader context for the 
operational plan. Local boards must go through a strategic-thinking process before they -
commit to a_ firm operational plan. Strategic thinking cannot be accomplished in a day. 
Ultimately, strategic plans should be revisited periodically and operational adjustments 
made as appropriate. 

Many large corporations provide lessons in the success and failure of strategic planning. 
One of the most important lessons is that "the most successful strategies are visions, not 
plans."3 The facilitators oflocal boards' strategic-planning efforts may have to "[raise] 
difficult questions and [challenge] conventional assumptions'"' in order to stimulate vision 
at the local level. It is unlikely that the 1WC (or any other state agency) will effectively 
facilitate a visionary approach to strategic planning because it is unavoidably steeped in 
conventional assumptions and categorical approaches. 

Investment in Cutting-edge Technology 

An investment in the latest electronic technology is needed for three reasons: (1) to 
improve both two-way communication between the state and local levels and lateral 
communication among actors at the local level; (2) to facilitate an exchange of information 
important for the daily management of local systems; and (3) to facilitate data gathering 
and dissemination for performance management and evaluation activities. 

Improved Communicatiom 

According to a 1979 Urban Institute study of federal Work Incentive (WIN) programs, 
successful communication between the state and local levels was a key characteristic that 
set high performing programs apart from low performing ones. More specifically, 
successful programs did not limit communication to the traditional downward 
communication of regulations and technical support, but focused on upward 
communication from the local level, which provided feedback on problems and planning 
ideas. Lateral communication at the local level also helped to solve common problems and 
learn effective practices. 5 
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Poor communication among actors at all levels remains a barrier to the implementation of 
Texas' integrated workforce system, however. On one hand, communication between the 
state and local levels has been inadequate. Several local boards and statI have complained 
of confusion over the state strategic plan and other important~; many boards saw the 
1WC board orientation session as harmful to the strategic-planning p~ ~than the 
effective source of communication it was intended to be. On the other hand, local 
workf orc:e development boards are not able to easily communicate with one another to 

share common concerns and special insights. 

To address these gaps, Texas must inve.st in technology. Specifically, through greater use 
of e-mail and the Internet, the state could better communicate ruJes, policies, and program 
guidance to all stakeholders of the system. In turn, local boards and thcir staff, career 
center operators, service providers, and employers could respond with questions and 
suggestions and keep each other informed of new developments and ideas. In this way, all 
state and local participants are more involved in decision making and the development of 
the system. In addition, communication would be more immediate and frequent, and 
paperwork, postage, and telephone costs would be minimi:red. 

Another way to address the communication gap would be to develop working groups 
throughout the state. Other states, particularly Wisconsin and Massachusetts, have formed 
partnerships and working groups to improve communication. Texas has set up similar 
worldng groups for SIW activities, but there is a need to develop them more system-wide. 
Given its unique role, TCWEC should facilitate the creation of interagency womng groups 
and work to bring local and state staff together so that they can consider the challenges and 
barriers inherent in setting up an integrated approach. 

Syste~ Management 

Even more importantly, the state should invest in the cutting-edge technology needed to 
develop a management information system that can handle the complex tasks of universal 
eligibility determination, integrated case management, participant tracking, fund accounting, 
and federaVstate/local reporting (see Chapter 5). A solid management information system 
is critical to a system funded from multiple sources. Such a system will enable staff to 
determine an individual's eligibility for multiple services, enroll that person in those 
services for which he is eligible, track his progress through the service process, and then 
charge the appropriate funding streams for his participation in the various programs. 

Data Collection and Analysis 

Finally, an investment in technology should facilitate the collection and sharing of data 
needed for system-wide performance management and evaluation of workforce services 
(see Chapter 10). Texas is more advanced than most states since the State Occupational 
Information Coordinating Committee (SOICC) has independently created accessible and 
useful data reporting systems. However, further investment should be made to improve 
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and link the data systems of all state and local level institutions involved in workforce 
development 

Investment in Training, Technical Assistance, and Development 

The success of the new system depends on the capacity of several different entities that will 
operate the workforce system and provide services in each local area. Many local boards 
will choose to contract with organizations that are new to the workforce development arena. 
Capacity must exist among these new organizations as well as those with a history in 
employment and training services. 

To ensure that this capacity exists among all entities involved in the new system, the state 
should make a heavy investment in training, technical assistance, and development, not 
only for local boards and their staff, but also for the staff of contractors running career 
centers, the staff providing services to employers, and those providing education and 
training services. Such training is essential for several reasons: ( 1) to ensure the efficient 
use of new technology; (2) to communicate the complexities of managing multiple funding 
sources; (3) to successfully integrate the work cultures of staff coming from different 
programs and backgrounds; (4) to facilitate integrated case management; (5) to promote a 
"systems" rather than categorical approach to service delivery; and (6) to support strategic 
planning and evaluation of services at the local level 

TCWEC should invest in an on-going staff training and development system as opposed 
to providing mainly ad hoc, one-day sessions. This training should go beyond technical 
assistance to include strategic planning, operation oversight, and evaluation functions in an 
integrated system . . 

Lack of Experience with Other Programs 

Training is essential given that local workforce development boards and their staff 
generally have had experience managing only one program, JTP A. Now these boards will 
be challenged to broaden their focus to include a wide array of workforce programs and 
related support services. It will require extensive training and time for them to learn more 
about these other programs. As a result, many representatives of local workforce 
development boards have expressed concern that boards are being asked to do too much, 
too fast 

One such program that local workforce development boards will manage is the state's 
subsidized child care program, which since 1991 has been managed by the CCMS, an 
automated, integrated system that provides intake for all child care programs. The 1WC 
has decided to treat the fiscal year beginning September 1, 1997 as a transition year in 
which some local workforce development boards assume responsibility for renewing 
and/or managing child care contracts.6 However, by allowing local boards to assume full 
control over child care funds, Texas risks losing the accomplishments and efficiencies 
which have been provided by the CCMS. Furthermore, since high quality child care can 
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produce development.al benefits for children as well as enable parents to participate in 
employment, education, and job training activities,7 child care efforts should be closely 
linked with the local education systems children will enter in subsequent years. 

Recent legislation enacted by the 75th Legislature will help ensure that local workforce 
development boards are better prepared to handle child care fmicling. SB 459 requires that 
there be at least one person with expertise in child care or early childhood education on each 
local board SB 1490 requires the 'IWC to provide all members of local boards training on 
child care issues that includes information on eligibility determination, vendor 
management, early childhood education, and managing multiple funding sources. As local 
boards enter into contracts with the 1WC and begin managing child care services, it will be 
critical that the TWC ensure that these mandates are implemented statewide. 
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Chapter 8. Implications of Welfare Reform 

Russell G. Jones, Anne Ray, and Denise White 

Workforce refonn in Texas was predicated on the expectation of similar action at the 
federal level. Although legislation to consolidate many of the 163 federal education and 
training programs seemed inevitable, what transpired instead was fundamental refonn of 
the nation's welfare system. 1bis development puts Texas and other states engaged in 
restructuring their workforce development systems in a very difficult situation. 

Federal welfare reform will affect Texas' workforce development system in several ways. 
First, new federal work participation requirements and time limits will put pressure on the 
state's fledgling workforce system to serve an unprecedented number of welfare recipients, 
many of whom need not only training and education, but also basic job-readiness skills and 
a variety of support services.1 Texas may prefer to serve these clients efficiently and 
effectively through an integrated network of workforce and social service providers, yet 
such a system is just beginning to unfold. Ironically, the untimely passage of federal 
welfare refonn threatens to overwhelm the state's workforce system before it gets off the 
ground. Not only will the system face significant resource constraints as it attempts to 
serve customers with low education and skill levels, but there is also danger that it will be 
turned into a welfare placement system wherein those receiving workforce services are 
stigmatized and other customers are excluded. 

Welfare reform also threatens to impede efforts to create a workforce system that is locally 
controlled. Texas has recognired that a decentralired model, with objectives and needs 
determined by local conditions, is more effective than a traditional top-down approach for 
providing workforce or labor market services. However, Texas' welfare system has 
historically been state-administered. New work participation requirements for welfare 
recipients, with stringent penalties for states that are not in compliance, inay encourage 
Texas to mandate unifonn state-designed service options, such as Work First, to meet 
these requirements. Such a state-administered welfare system will lead to separate 
categorical programs for welfare recipients operating outside of the decentralized workforce 
system and will inevitably clash with local efforts to respond to local market and resident 
needs. 

In short, the new workforce system is in danger of being subsumed by the welfare system. 
1bis would be detrimental to employers, to other customers of workforce development 
programs including welfare recipients, and to taxpayers of Texas alike. The state should 
attempt to avert this situation by concentrating on building a solid workforce development 
system instead of spawning separate programs for welfare clients or turning the workforce 
development system into a welfare system. 
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The Crowding Out Problem 

A fundamental issue raised by HR 3734 for Texas' workforce development system is that 
welfare recipients will ultimately "crowd out'' other customers looking for jobs and 
services, whether they are displaced workers or drop-out youth. Not only is this 
problematic for non-welfare clients, for whom services will not be as readily available, but 
it is also problematic for the system as a whole and recipients themselves because of the 
stigma associated with welfare. 

If the workforce system becomes, or is perceived as, little more than a quick-fix placement 
service for welfare recipients, other potential service recipients are likely to avoid the 
system altogether. For example, college graduates may not use career centers if their 
primary customers are welfare recipients. Thus, efforts to create a universal system 
capable of serving a wide range of clients will be undermined. 

Moreover, ''workforce-as-welfare" will hurt future consolidation of the system as 
community colleges and other service providers shy away from serving welfare 
recipients.2 This has already happened to some degree; for example, the workforce 
development board in Dallas has expressed strong reservations about assuming 
responsibility for JOBS, the employment and training program that serves welfare 
recipients. 

Perhaps the most unfortunate consequence of flooding workforce programs with welfare 
recipients is the potential effect on employers and their engagement with the system. As 
many states have discovered, private employers generally have little interest in hiring 
welfare recipients because they assume that these recipients are not adequately prepared for 
work, even in entry-level positions. If workforce development efforts are 
disproportionately directed to the immediate placement of welfare recipients, it is likely that 
the system's credibility will be seriously undermined and employers will tum increasingly 
to private staffing agencies. 

This problem will be exacerbated by a flood of people who, due to federal work 
requirements, need to participate in work-related activities in order to receive income 
support. Engaging employers in workforce development efforts, whether through 
collaboration in curriculum development, provision of on-the-job training, or hiring of 
program graduates, is critical to the success of the system. Thus, Texas must incorporate 
the education, training, and placement of welfare recipients into the workforce system 
rather than transform the latter into a welfare system. 

This is not to deny the positive influence that time limits and work requirements may exert 
on both welfare recipients and workforce service providers. By encouraging personal 
responsibility and self-sufficiency, these new stipulations may motivate recipients away 
from long-term dependency. Job search and work requirements have been effective in 
increasing the work effort of some welfare recipients. 3 For service providers, the challenge 
of meeting federal requirements and satisfying the needs of private employers for qualified 
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workers may compel them to provide high-quality services to make welfare recipients 
more employable. 

In the past, insufficient attention was given to the quality of services because participants 
could always return for further "treatment" The state should take advantage of the current 
atmosphere by establishing performance measures and standards and by providing 
financial incentives for making welfare recipients economically self-sufficient, not just 
getting them off the rolls. 

Barriers to Employment 

The real issue is not whether time limits or work requirements are good or bad in theory, 
but whether and how Texas will respond to them. Although Texas' welfare caseload has 
dropped dramatically during the past three years, as have those in many other states, there 
are several obstacles that are likely to prevent Texas from placing enough welfare recipients 
in work to satisfy the stipulations of HR 3734. 

One problem is that many recipients in Texas have low levels of education and little work 
experience in decent jobs. Preparing them for employment in a competitive labor market 
will require intensive job-focused training and effective support services that are neither 
low-cost nor easily provided in a short time-period 4 As a result, in the short-run, getting 
people off welfare and into work will actually cost more, not less. 

The problem of preparing hard-to-employ welfare recipients for job placement is 
exacerbated by a lack of financial support for Texas' JOBS program.5 Because Texas 
never committed sufficient resources to receive 100 percent of the federal matching funds 
available for JOBS, fewer than 20 percent of its 420,000 adult welfare recipients are served 
by the program. 6 

A third problem facing the state is that moving welfare recipients into work often does not 
increase their economic well-being or reduce their need for public assistance. Texas has a 
significant working-poor problem in comparison with other states; proportionately, there 
are more poor families who work but receive no welfare, and those who receive welfare 
are more likely to cycle back and forth between low-wage jobs and welfare.7 For example, 
a recent study by the CSHR projects that of those women who will be forced to exit 
welfare in Texas due to time limits, 59 percent will have worked during the previous year.8 

Thus, while placing welfare recipients in jobs may decrease short-term expenditures for 
public assistance, it is not likely to increase their long-term economic self-sufficiency. 

A final obstacle is the potential effect of changes in the federal Food Stamp program. New 
Food Stamp provisions in HR 3734 require able-bodied, childless adults between the ages 
of 18 and 50 to work or participate in work-related activities in order to receive benefits. In 
Texas, this provision applies to nearly 80,000 recipients, only some of whom are likely to 
be exempted.9 As the workforce development programs and the low-skill job market 
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witness a substantial influx of workers, it will be even more difficult for welfare recipients 
to find work and for the state to meet federally imposed participation rates. 

In light of these obstacles, Texas should have chosen to invest more, if not all, of its one
time swplus from the T ANF block grant into intense education and training services for 
welfare recipients. This windfall gave Texas an opportunity to prepare welfare recipients 
for long-term employment by expanding the provision of basic education and literacy 
training, job training, job retention assistance, re-employment assistance, and essential 
services such as child care, transportation, and health care.10 

However, of the approximately $3()() million one-time windfall, only about 29 pel'Ceilt was 
ultimately allocated by the 75th Legislature to the training and education of welfare 
recipients. Some key items funded with the T ANF surplus include $37. 7 million to 
expand the JOBS program, $20 million for targeted job training, job retention services and 
local innovation grants, $34.9 million for child care to help draw down all fede.ral child care 
funding, $6 million to expand services to TANF teen parents, and $9.6 million to expand 
adult basic education and literacy services. Approximately $148 million was allocated to 
free-up general revenue and $25.3 million was set aside in a contingency fund to addreM 
future needs.11 

One measure recently passed by the 75th Legislature that should benefit welfare recipients 
is HB 1909. HB 1909 provides for ''fill-the-gap" budgeting on a statewide basis, a 
provision that extends the period of supported employment for TANF recipients. It allows 
the earnings of employed family members to be disregarded during the family's receipt of 
public assistance in order to ease the family's transition from welfare to work. Although 
''fill-the-gap" budgeting was included in HB 1863, a provision with statewide applicability 
didn't survive the 74th Legislature because of its additional cost. 

Systemic Inconsistency 

Changes in welfare policy at both the federal and state levels have created friction in Texas 
between a workforce development system that is locally run, assessment-driven, customer
based, and universal in scope and a state-driven welfare system that prescribes participation 
rates and services for welfare recipients from the top down. 

At the state level, the potential for conflict was created by the lack of debate over HB 1863 
before it passed the legislature. The workforce amendment to HB 1863 was attached to the 
state's welfare reform bill just weeks before the 1995 legislative session ended, with IittJe 
effort made to resolve inconsistencies between the amendment and the rest of the bill. The 
inclusion of Work First as an option for welfare reform, at the recommendation of the · 
Comptroller's Office, further complicates the situation because Work First emphasizes 
diversion from welfare, job search assistance, and immediate job placement, rather than 
substantive education and training for welfare recipients. 
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Work First was intended to be merely one of many possible approaches to welfare-to
work under the existing JOBS program. However, in September 1995, the TDHS opted 
to dispense with its existing JOBS approach and to adopt Work Ftrst as the primary means 
of serving welfare recipients.12 By focusing on reducing the welfare caseload instead of 
increasing the human capital and economic self-sufficiency of welfare recipients, the 
IDHS effectively decided to treat welfare recipients differently from all other customers of 
the workforce system. .Whereas displaced workers and college graduates will receive an 
objective, independent assessment and have access to the services they choose, many 
welfare recipients will face a prescribed program that does not offer them further education 
·or training, regardless of their needs. With the state dictating this strategy, local workforce 
boards will have little flexibility to serve them. Moreover, some of the job training and 
placement programs for welfare recipients may operate entirely outside of the new state
local workforce delivery system. Although strict federal work requirements and time 
limits have certainly exacerbated the situation, the fundamental rift between welfare 
recipients and all other groups, and between the approaches to serving them, had already 
been created by the state. 

Several bills recently enacted by the legislature also emphasize the distinction between 
welfare recipients and other workforce system customers, and thereby move the state even 
further away from a single, integrated delivery system. SB 213 provides for the 
establishment of child care training centers to train qualifying welfare recipients in child 
care and early education. SB 781 creates the Texans Work Program to provide on-the-job 
training for certain public assistance recipients eligible to participate in JOBS and 
establishes the Texas Employment and Training Account for the payment of trainees. 

The creation of separate training programs and funds for welfare recipients raises a number 
of issues for Texas' workforce development system. Will the TWC develop such 
programs outside the new workforce system? Will they be administered by the state or by 
local workforce development boards? Will boards' independence be further restricted? 
Will boards be docked for failing to meet welfare participation requirements? How will 
Work First fit into local workforce systems wherein services are provided or arranged at 
career centers intended to serve the entire population? 

The disparity in approaches to serving welfare recipients and other workforce customers 
also poses another serious complication for the emerging workforce system that may 
impede its development Employees of the state welfare system at the TDHS are 
accustomed to programs that operate according to statewide mandates. They will likely 
have a difficult time adapting to the decentralized workforce delivery system, wherein the 
state sets service objectives and performance expectations but provides local entities with 
great flexibility in service provision. 

To resolve these issues, or at least mitigate their effects, the state may consider a different 
approach to serving welfare recipients. The state should continue to pursue the goal of a 
universal, customer-driven workforce system, and it should offer welfare recipients, like all 
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other customers, meaningful, as~ent-based interventions and the services they need 
for productive employment. 

Proposed Changes 

Recognizing the pressure to meet the mandates of federal welfare reform, state policy
makers and agencies have proposed various strategies to serve welfare recipients. 
1CWEC, the Center for Public Policy Priorities (CPPP), and other organi:zations have 
offered numerous recommendations. Suggestions made by these parties differ, reflecting 
the fundamental conflict between the two primary approaches to service provision. 

TCWEC has recommended maximizing all workforce resources including JOBS, ITP A, 
and Adult Education programs to train, educate, and assist welfare recipients in finding 
jobs, an approach that might overwhelm the workforce system. TCWEC also 
recommends work or work-related requirements for various participant groups such as 
teen parents or adults in two-parent fami1ie.s, which begs the question of how such state-set 
priorities would be implemented in a decentraliz.ed workforce system.13 

The CPPP argues that TANF funds should be invested in services and innovations that 
support the transition from welfare to work while protecting fragile families. According to 
their Work First Plus plan, a successful welfare-to-work strategy would combine 
employment with ongoing education and training to promote better job retention and higher 
wages.14 

Undeniably, more intensive education and training services to make Texas welfare 
recipients competitive for "livable wage" jobs are costly and time-consuming. However, 
recent evaluations of the JOBS program in Texas and elsewhere indicate that the program 
has positive and significant effects on the earnings of participants. 15 As a result, these 
investments have the potential not only to reduce the welfare rolls, but also to address the 
high number of working poor in Texas. In contrast, Work First aims to place recipients in 
jobs as quickly as possible without assuring their preparation for job retention and success 
in the long-nm. While this approach may be a viable option for those individuals with 
higher levels of educational achievement and work experience, it is not appropriate for the 
bulk of recipients, especially now that Work First may already have pushed the most job
ready recipients off the rolls. 
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Chapter 9. Integrating School-to-Work into the System 

Vivita Rozenbergs and Christine A. Quigley 

Over the next five years, Texas will have $60 million from a federal school-to-work 
(STW) implementation grant to design and implement SlW activities. According to 
Texas' application for these funds, SlW initiatives will be set up in each of the state's 28 
workforce development areas. Where they are currently in place, local workforce 
development boards will oversee SlW activities with the advice of former STW 
partnerships. In the case where a workforce development board is not yet functioning, the 
local SlW partnership will remain in place to administer and implement all STW 
initiatives. 1 

It remains to be seen, however, what SlW really means to Texas policy makers and 
whether federal funds will be used to implement a separate STW system or to support 
ongoing system building efforts in workforce and public education reform. In either case, 
it is difficult to envision how a relatively small amount of funds will make a significant 
contribution to Texas' efforts, especially with federal seed monies scheduled to end in five 
years. For this reason, it is important for Texas to identify and develop additional funding 
sources for SlW activities and to pursue strategies to more effectively engage employers 
in workforce and public education reform. 

Impetus for STW at the Federal Level 

Efforts to improve the transition from STW came from a long-standing concern about the 
lack of connection between school and work for youth, particularly non-college bound 
students. A number of studies, including A Nation at Risk, The Forgotten Half, and 
America's Choice, emphasized that youth who did not go on to college, especially low
income and minority youth, were not prepared to enter the workforce. A March 1993 
report by the Competitiveness Policy Council found that the failure to better integrate 
school and work has produced "a substantial cohort of workers with poor basic skills, little 
understanding of what work demands, and limited grasp of how to find a good job or get 
good training."2 Students were not seeing a connection between what they were learning in 
school and_ future employment opportunities. 

As a result of such concerns, policy makers attempted to create well-defined learning 
pathways that begin in high school, integrate classroom and work-site learning, and lead to 
high-skill employment for all youth. 3 In 1994, Congress passed and President Clinton 
signed into law the School-to-Work Opportunities Act to provide initial support to state 
and local efforts to better connect school and work. Jointly administered by the DOL and 
the DOE, STW provides development grants to all states for planning and creating 
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statewide STW systems as well as implementation grants to states and local partnerships 
with a S1W plan in place.4 

On the federal level, S1W has been very broad. There is no clear definition in federal 
guidelines of specific S1W activities although each S1W plan must include a work-based 
learning component, a school-based learning component, and work and school connecting 
activities.5 S1W is not a definable system to be followed by all schools, but instead 
includes a number of different strategies to help students move from school to successful 
work experiences. 

Key S1W activities include integrating academic and occupational curriculum, exposing all 
youth to a wide variety of career options, linking them with a structured work experience, 
and forming connections between secondary and post-secondary education. S1W 
activities are classified to include youth apprenticeships, tech-prep, career academics, 
cooperative education, junior achievement, and school-based enterprises.6 

Issues in Texas 

The lack of direction from the federal level provides Texas considerable latitude in 
developing a S1W system. Efforts to define S1W in Texas have occurred since 1994 
when TCWEC and the C0mmittee on the Design of Apprenticeship and Career Pathways 
for Youth coined a vision for S1W. That vision called for a system "that engages all youth 
in the life-long acquisition of knowledge, skills, and attitudes necessary to pursue 
meaningful, challenging, and productive career pathways into high-skill, high-wage jobs."7 

Later, the 1WC, together with the IBA and the TIIECB, established the goals and 
objectives for a S1W system. 8 These goals, together with the work already initiated by the 
state's former network of 24 S1W partnerships, formed the basis of Texas' August 1996 
application for a federal S1W implementation grant. 

No Clear Vision 

Despite these early efforts, there is still no clear vision of S1W in Texas, nor is there a clear 
definition of S1W nationally.9 Instead of stepping into the definitional void at the federal 
level and deciding what S1W means in Texas, Texas has decided to let local workforce 
areas define S1W and to give them flexibility to spend federal funds. While this type of 
local flexibility is important, it leaves local authorities without any clear vision of what 
S1W really means to the state. Texas should develop a more focused policy framework 
for STW to help guide the efforts of local workforce development boards and STW 
partnerships. 

Furthermore, with the vision, goals, and expected outcomes of S1W clearly defined, it will 
be possible to evaluate S1W initiatives and blend them into Texas' current efforts to build 
an integrated workforce development system. Although S1W was created at the federal 
level as a stand-alone program, Texas, to its credit, has so far resisted treating STW as 
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separate from its other workforce development initiatives. It chose to place STW under the 
auspices of the Governor's Office and TCWEC, opting not to create a separate STW 
administrative office. Ultimately, a vision for STW should identify it as another source of 
funds to help build an integrated system. 

Need for Alternative Funding Sources 

Another issue that will affect the success of STW in Texas is the identification of 
alternative funding sources. There are two reasons why this is important While federal 
grant money is flexible and can be dispersed in various ways according to a state's STW 
plan, federal STW administration is still categorical. The funds can only be used to fund 
STW activities and do not carry the flexibility of block grants. In addition, federal funding 
is only seed money, good for the next five years, after which states and local areas will be 
required to find alternative funding sources to continue their STW activities. 

Texas' long-term maintenance strategy, laid out in its application, called for local areas to 
raise private funds to supplement and continue S'IW as federal funding is depleted.10 It 
remains critical that local workforce development boards, STW partnerships, and the 
schools and programs involved understand that soon they will need to develop strategies 
and actively search for other funding. 

Public Education Reform 

Texas' STW plan also emphasiz.es the importance of public education reform to linking 
students with workforce opportunities. Educational restructuring efforts propose to 
support the state's workforce development agenda. The IBA is prepared to develop a new 
statewide assessment system which would measure students' problem-solving and 
complex thinking skills in addition to the current assessment exam, the Texas Assessment 
of Academic Skills (TAAS). In 1995, the legislature passed Senate Bill 1(SB1) which 
mandated that the state's Education Code be rewritten and that curriculum framework 
revisions promote the skills and knowledge students need to graduate, including employer 
input in the process.11 

These types of changes, however, will require a major overhaul of the education system 
and considerable funding. While Texas has called for its STW plan to support this reform, 
the relatively small amount of federal S'IW monies will be insufficient to fund such a 
massive initiative. There are 2.5 million children in grades K-12 in Texas. The first-year 
STW funding of $10 million amounts to less than $4 per student, or $7 per student in 
grades 9-12.12 Additional state funding is needed if Texas is serious about using this 
opportunity to restructure public education. 

Beyond reforming public education, institutionalizing S'IW philosophies into the public 
school system will be necessary for Texas' S'IW system to succeed. At the state level, this 
could include efforts to reform curriculum and training activities to help teachers prepare 
students for workforce opportunities. However, local school districts need not wait for 
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action at the state level; Texas' school districts are in a position to provide strong local 
leadership-to promote S1W activities. -

Engaging Employers 

Texas' S1W plan makes a commitment to recruit the state's largest private and public 
employers in all aspects of local S1W initiatives.13 Employer involvement is essential at 
the local level where S1W activities can most influence education reform and where 
employers have the most impact. 

However, it is not clear how involving employers in S1W will be viewed by the business 
community. It.is likely that many employers will see S1W as just another government 
program-this time to help at-risk youth. They will be hesitant to become involved unless 
S1W activities produce young, motivated, skilled workers who are prepared for and ready 
to work. It will be a great challenge to engage employers in S1W activities and to 
encourage them to provide job experience, influence the content of classroom instruction, 
and provide additional funding if they feel that the public education system poorly prepares 
students for jobs. The key to involving employers in S1W activities is to integrate S1W 
with the new workforce system and build this system as one that markets and sells quality 
services, not one that merely pushes people with perceived educational and labor market 
deficiencies. 
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Chapter 10. Performance Measurement 

Dan Valliere and Amy lindley 

Although Texas has laid the framework for an integrated workforce system and made 
some progress to implement it, one important step that remains is the creation, 
communication, and implementation of a new concept of accountability. Traditionally, 
workforce services have been held accountable by specific federal regulations that apply to 
each program. Under such a categorical approach, the performance of local services is 
measured program-by-program, but never across programs or as an entire system. This 
makes it impossible to assess performance or evaluate outcomes of all workforce services. 
Furthermore, it hinders continuous improvement of local services because service 
providers aim first to satisfy federal regulations rather than local employers and the public. 

If Texas is serious about improving the performance of its workforce training system, it 
must clearly define the vision underlying reform, its objectives and expectations of the 
system and its key actors, and a set of core measures and flexible standards that 
accommodate differences among state agencies as well as local areas throughout the state. 
Once these pieces are communicated and implemented at all levels, then it will be possible 
to hold local workforce development boards and service providers accountable for their 
performance and to reward and sanction performance accordingly. 

A Vision of Accountability 

Texas is one of only a few states developing a new vision of accountability for its 
workforce services. This vision includes two distinct processes: performance management 
and evaluation. Performance management refers to the process of measuring results of 
specific services on a relatively frequent basis and providing rewards and sanctions to 
encourage the provision of high quality services. Evaluation refers to a longer-term 
process of measuring the impacts and overall return on the investment in workforce 
training. 

While these two activities are somewhat separate, they should be linked. For example, 
both rely on data that measure the outcomes of local workforce services. The measures 
that are used for long-term evaluation must be related to those used for day-to-day 
performance management.1 

Under this new vision, both short-term performance management and long-term 
evaluation will support decisions at all levels of the workforce development system. The 
vision intends to decrease the focus on artificial divisions among various federal programs 
and instead emphasize the overall goals of workforce development in Texas. Such a focus 
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on broad goals would allow greater latitude for expeximentation and creativity among local 
and state staff who must ~nd to the changing needs of Texas' employers and workers. 

Federal Regulations 

For much of the past 30 years, the ''bottom line" for world"orce training programs has 
largely been compliance with federal regulations. Only during recent years ha~ ~ 
federal programs started to implement outcome-based cwes.sment systems. 
Unfommately, these scattered experiences have not yet translate.d into nationwide reform, 
as Congress faile.d to pass national wodd"orce reform legislation in 1995, leaving an array 
of categorical programs and their accompanying regulations largely in plare. In the 
absence of federal reform, states remain hesitant to build their world"orce development 
systems and are largely following a program-specific approach to performance 
management le.d either by the OOL or the OOE. No state has ever tried to implement a 
comprehensive process for long-term evaluation of the entire system.2 However, it is still 
possible for states to pursue an integrated approach to service delivery and performance 
management that accommodates federal program-specific requirements. 

Both JTPA, which was created by 1982 legislation and implemented in 1983, and services 
provided under the 1990 Carl Perkins Vocational Education and Applied Technology Act 
Amendments developed relatively comprehensive performance management systems 
under federal efforts. Not much progress has been made in other programs. 

The ITP A TJ.tle Il-A program instituted an explicit performance management effort in 
1983, providing financial incentives for su~ SDAs and sanctions for those which 
were noL This experience has shown that financial rewards for success have an immediate 
positive effect on the nmnber of people placed into jobs and training and at low costs. 3 

However, this experience also demonstrates the importance of continual assessment of the 
measures used to judge success. Workforce training programs commonly have multiple 
objectives: job placement, skills development, reduced welfare dependency, and cost 
effective~. Local decisions differ depending upon the weights attached to each type of 
objective. Slight changes in the balance between these objectives can create unintended 
results. For example, increased weight on the cost effectiveness of services tends to 
encourage SDAs, especially those without a clear mi.Mi.on or a client-oriented focus, to 
avoid serving the least skiJled. most needy persons.• Performance measurement requires 
continual assessment and revision. 

Since ITP A's adoption of performance measures, a number of other federal programs have 
followed suit (e.g., 1990 Carl Perkins Vocational Education and Applied Technology Act 
Amendments; Family Support Act of 1988). More recently, the DOL's Job Training 2000 
Initiative found that 39 programs within seven federal departments have adopted workforce 
training-related performance measures. In part, this was driven by passage of the 
Government Performance and Results Act of 1993 (GPRA). Since each set of measmes 



was created only for a specific program, however, the measures are quite diverse and 
confusing when viewed from above. 

Several lessons can be learned from the program-specific experiences with performance 
measurement. First, there should be a "pilot'' period where non-binding targets are set, as 
opposed to firm standards. This will allow for adjustment of any unrealistic targets before 
full accountability is demanded and rewards and sanctions applied. In addition, although a 
pilot period is desirable, regional pilot programs should probably be avoided. Regional 
pilot programs often provide regionally biased lessons which cause problems when the 
·program is eventually expanded statewide.5 

Texas Presses Ahead 

Texas has restructured its workforce development system in large part, and TCWEC is 
positioned to facilitate long-term, system-wide performance management and evaluation, 
working in tandem with operating agencies and local workforce development boards. 

Texas in 1995 specified eight core performance measures for its workforce development 
system. Due to a lack of adequate data and uncertainty as to how these measures can be 
used for all workforce-related programs, TCWEC recommended and the governor 
approved plans to implement only two "key measures" via the state's budgeting, planning 
and appropriations process: the entered employment rate and average earnings gain based 
on previous earnings. These measures, however, were not enacted in the appropriations 
bill this legislative session. As a result, they should be implemented by the LBB and the 
Governor's Office. In addition, TCWEC should adhere to its planned schedule by 
communicating these measures to operating agencies as well as local boards and service 
providers throughout the state. 

Eventually, it will be necessary to verify that a higher employment rate and increased 
earnings in fact result from services received and that those rates continue to increase. 
However, these two measures have been deemed the best and most obtainable indicators 
for immediate use. They are part of Phase I of a two-part plan recommended by TCWEC 
in February 1997 and adopted by the governor in early March: Phase I includes 
recommendations for the immediate future; Phase II is a long-term plan for the next two 
years. 

While Texas has clearly pushed ahead of other states in the development of a systemic 
approach to performance management and evaluation, there are several steps that remain to 
be taken. The state should: (1) implement a core set of performance measures that all 
partner agencies and local entities understand and are bound to comply with; (2) set 
standards that are flexible enough to accommodate differences among state agencies as 
well as local areas; (3) tie proper rewards and sanctions to the established measures and 
standards; (4) explicitly define SOICC's responsibility for collecting and linking data 
necessary to evaluate the workforce system; and (5) continue to specify the roles and 
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relationships between all of the workforce partner agencies regarding performance 
management and evaluation. 

Continuing to Define Core Measures 

Texas' core measures identify the unified set of outcomes and measures that can be 
adjusted by type of service. The core measures provide direction and goals for service 
providers and local boards without specifying any preferred method of attainment. 

TCWEC, as the evaluator of the workforce development system, should continue to lead 
the process of defining core measures. However, TCWEC should also direct the process 
of adjusting standards for specific measures in consultation with relevant partner agencies. 
This will require significant negotiation since some of the partner agencies already have 
well-developed performance measures of their own. The 11IECB, for example, has 
developed and implemented a comprehensive state/local system for community and 
technical colleges. To facilitate these negotiations, the Governor's Office, the LBB, and 
TCWEC must establish core measures as binding for all of the partner agencies. 

Tying Rewards and Sanctions to Measures and Standards 

To encourage all state and local entities to meet set expectations, rewards and sanctions 
need to be clearly tied to all performance measures and standards. In addition, rewards 
should be emphasized over sanctions to encourage providers to exceed performance 
targets. 

Both recognition and financial awards should be utilized. Recognition is the simplest and 
least costly way to motivate, but perhaps not the strongest Fmancial awards provide 
stronger incentives, but may also cause a more complex response: poor programs may not 
receive the help needed, and successful programs may not want the money if it means 
serving more people.6 Problems with financial rewards, however, may be less important 
in a system-wide reward process, as opposed to one with program-specific rewards. 

In order to move to a system-wide process in the absence of federal workforce reform, 
Texas should create an incentive fund by pooling discretionary funding in existing 
categorical programs. This should include incentive funding from J1PA, Wagner-Peyser 
[Section 7 (b)] and Carl Perkins "program improvement'' funds. These reward monies 
should be used as incentives for high performance in different types of worlcf orce services, 
as opposed to specific programs. A local workforce system that is rewarded for success in 
one type of service could use the financial awards to bolster other parts of its system. For 
example, financial awards for success in moving people into jobs could be used to improve 
remedial education services. 

Such policies should be developed by TCWEC in close collaboration with operating 
agencies and local entities; it would be best if local workforce boards, community and 
technical colleges, and adult education cooperatives were to develop a series of incentive 
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policy options which could then be further refined with state actors under TCWEC 
leadership. 

Measurement and Data Collection 

System-wide performance management and evaluation will require a change in the 
orientation of many workforce development staff. Historically, staff were only required to 
collect data necessary to be in compliance with federal program requirements. Now, they 
will be required to collect more comprehensive data necessary for managing and evaluating 
their workforce services to· meet state and locally established objectives, measures, and 
standards. Local staff and those in the partner state agencies will need help in updating the 
types of data that should be collected. 

A neutral institution that can cross agency boundaries will help facilitate this process. In 
this case, Texas is fortunate to have an innovative and proactive SOICC. Although SOICC 
is now housed within the 1WC, it has built its capacity by negotiating separate 
relationships with a number of different agencies. Today, SOICC provides assistance to 
the 1WC, TIIECB, 1EA, and other state agencies and is beholden to them for its survival. 

In order for SOICC to provide objective support for the performance management and 
evaluation of the new workforce system, the legislature should provide SOICC with 
independent funding and give it explicit responsibility for collecting and linking data for 
workforce services. The 1WC could continue to serve as SOICC's fiscal agent, but the 
legislature should define the limits of the 1WC' s authority to ensure SO ICC's neutrality 
and objectivity. 

Communication and Coordination 

The new performance system will play a central role in crafting the workforce system into 
one coherent "learning organization." For many staff in the workforce system, this 
requires a shift ''from seeing problems as caused by someone or something 'out there' to 
seeing how our own actions create the problems we experience. A learning organization is 
a place where people are continually discovering how they create their reality."7 A 
hallmark of learning organizations is continual two-way communication between all parts 
of the system. 

TCWEC, in its neutral position as the state's HRIC, should be responsible for facilitating 
system-wide forums that bring together all relevant state agencies and local level 
representatives from training and employment to career and adult education entities to 
assess the performance management system. This working group should continue 
building consensus on core performance measures that are flexible enough to reflect 
differences in each local area's demographics, job market and employment opportunities, 
and available resources. Of course, this requires that all participants first have a clear 
understanding of the vision for the new system and that this vision is consistent with set 
expectations for the system's performance. 
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The first step for TCWEC, however, is simply to establish a formal memoranda of 
understanding (MOU) with all of the workforce partner agencies, clearly delineating roles 
and responsibilities for performance management and evaluation. Currently, TCWEC 
maintains only one such MOU with the 1WC. This MOU states that TCWEC will: 
(I) develop an overall evaluation plan for the workforce system; (2) monitor or evaluate the 
system against core measures; (3) review local plans to ensure consistency with the state
wide strategic plan; and (4) request that the 1WC provides technical assistance to local 
workforce boards that do not meet performance expectations. 8 

Similar relationships must be created with the TIIECB, TEA and TDoC. TCWEC should 
also provide recommendations to the partner agencies, in conjunction with SOICC, 
regarding what types of data should be collected for assessing performance with core 
measures. The MOUs should reflect this specific role of the council 
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Chapter 11. Engaging Employers 

Julia A. Massimino and Marvin R. McNeese, Jr. 

Employers are represented at many levels in Texas' emerging workforce development 
system. Business representatives constitute at least 51 percent of the membership of each 
local workforce development board, five of the 20 members of TCWEC' s board represent 
the interests of employers, and the commissioner representing employers at the 1WC 
currently serves as the chairman of that board. 

While this involvement is critical to the new system's ability to effectively serve 
employers, it is only the first step towards the more difficult, but essential, "engagement" 
of employers as partners in the system's design, development, implementation, and 
evaluation. Such engagement will enable employers to develop a sense of ownership of 
the system and to serve as more than a symbolic presence on local workforce development 
boards. It is critical to the new workforce system's ability to bridge the gap between 
workforce services and the training needs of Texas employers. 

What Engagement Means 

For over 30 years, policy makers have tried to involve employers in public training and 
employment programs. Their efforts have traditionally fallen into one of three main 
approaches: (1) offering employers limited participation in the governance and 
management of programs; (2) enticing them with financial incentives such as wage 
subsidies to hire and train certain population groups; and (3) providing state-financed 
customized training for their workers.1 While these efforts have had some success in 
capturing the attention and assistance of employers in the short term, they have failed to 
provide employers with the necessary motivation to make a long-term commitment to help 
design training programs and/or hire the graduates of these programs. This type of 
commitment will not come from employers who are prodded into hiring trainees out of a 
sense of social responsibility or good corporate citizenship. Effectively "engaging" 
employers in workforce services and sustaining their commitment over the long-term 
requires them to recognize the potential economic benefits of their involvement and to be 
included as partners at every tum in the design, development, implementation, and 
evaluation of the system. Whereas employer involvement implies minimal, sporadic 
participation, employer engagement is broader and more encompassing. Engaging 
employers is really about motivating them to want to improve workforce services and 
empowering them with the authority to make their changes. 
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Why Engagement is Essential 

Employer engagement is absolutely essential to the success of Texas' emerging workforce 
system beca\lse it is the best solution for connecting the state's labor supply and demand. 2 

Traditionally, Texas job training and employment programs have focused more on the 
supply side of the market rather than the employers who control access to high quality jobs 
and have specific human resources needs. As a result, training and employment programs 
have largely operated without an awareness of the types of jobs available and the skills 

· needed to fill those jobs. For most employers, initial contact with workforce services 
comes only when they are asked to hire graduates of public training programs. With little 
input in the development of training curriculum, most employers have little faith that the 
graduates of these programs are qualified for their jobs. This is one of the many reasons 
why employers continue to look outside of public training and employment programs, to 
temporary staffing agencies, for workers. In addition, employers have other concerns that 
contribute to their disinterest in public training programs. Many hold negative images of 
government programs and find it difficult to relate to program administrators who are 
driven by rules and regulations rather than an entrepreneurial mindset. However, the 
development of a new workforce development system in Texas offers the state a golden 
opportunity to overcome these issues and build a real connection between workforce 
services and employers' needs. 

Strategies to Engage Employers 

There are two primary strategies by which Texas policy makers should strive to engage 
employers in the new workforce system. The first is to consider employers the primary 
customers of the system, identify their needs, and market and sell the system to them as a 
source for meeting those needs. The second is to restrucn.ire employer composition on the 
TCWEC board as well as on local workforce development boards to ensure that the state's 
major employers and industries have adequate representation in the new system. 
Ultimately, the most effective means of employer engagement will be for Texas to build a 
workforce system that has a solid reputation for providing high quality services and 
producing highly skilled workers. 3 

Employers •Primary Customers 

State and local leaders must consider employers "first among equals" as customers of the 
new workforce system and realize that they have specific human resources needs that are 
likely to change over time. As a result, state and local leaders must constantly evaluate the 
satisfaction of different employers and industries with workforce services and identify how 
the system can better meet their particular expectations. 

Employers' needs are often immediate. Therefore, they need an easily accessible, efficient 
source of highly skilled labor. Employers are more likely to use workforce services if they 
can access them all at a single point of contact and feel that the operation is being nm more 

74 



like a private company rather than a government program. Having to contact numerous 
offices for different services will only leave employers frustrated that they are dealing with 
a government quagmire. Employers will find the system much more attractive if they only 
need to make a single phone call to access services. Interactive technology such as e-mail 
could simplify the process even further by providing employers with quick access to local 
workforce systems. 

It is important that the system is marketed to employers by workforce leaders and staff at 
both the state and local levels. The 1WC should take the lead in raising public awareness 
of the new system and its potential benefits. Once the system is implemented, the agency 
should continue to promote it among the business community by continuously publicizing 
its successes. It should highlight those employers who are pleased with the quality of 
services they have received. These employers could become vocal champions of the 
system and work to enlist the involvement of other employers. This type of marketing 
should take place at the local level as well. State and local staff of career centers and local 
boards should become more like "salespeople" who more actively "sell" workforce 
services to employers. 

For this type of marketing to occur, however, local boards must have resources tied to 
serving employers. Currently, their funds are tied to serving job-seekers and workers. 
Smart Jobs at TDoC and the Skills Development Fund (SDF) at the 1WC are two 
programs that provide training grants and similar services to Texas employers. These 
programs should be consolidated at the 1WC, and their funds formula-allocated to local 
boards for employer outreach (see Chapter 12). In addition, staff should be given more 
incentive to meet the needs of employers. Currently. staff have no vested interest in 
employers' satisfaction With the quality of public training programs and/or their decisions 
to hire graduates of the programs. With the proper financial incentives such as increased 
wages or commissions, staff would be more likely to survey employers and ensure that 
their needs are met 

Representation at the State and Local Levels 

While it is important that the system serve the needs of all Texas employers and industries, 
it is especially important that it satisfy major employers who are most in need of its 
services. 4 For this reason, major employers in the state's largest and fast expanding 
industries must be significant players on the TCWEC board as well as local workforce 
boards throughout the state. To make this happen, the composition of the TCWEC board 
should be changed. First, employers should have a majority on the board. Second, 
appointees should reflect a better mix of large, well-known employers, emerging 
industries, and small and medium-sized businesses. In addition, the governor should 
appoint employer representatives to TCWEC that are top-level decision makers in their 
companies, not merely vice presidents of government relations. This representation should 
be replicated at the local level through the appointments to local boards made by chief 
elected officials. In addition, it is critical that these employer representatives have a firm 
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understanding of the challenges and potential benefits of building a workforce system for 
Texas. 

Employer representatives at the local level must be given real authority to make changes to 
the system so it will better meet their needs. In basic terms, these employers must be 
given ownership in the system. One way to achieve this is to give employers a super
majority on local boards (e.g., 70 percent of the membership). Boards should also be 
encouraged to hire and coordinate their own staff. If these representatives are expected to 
lead their board and encourage the participation of their colleagues, they must feel that they 
have the autonomy and flexibility to make the system useful. Otherwise, employer 
representatives will fall back into the routine of merely rubber-stamping the activities of the 
local or state staff. 
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1 Robert E. McPherson, Donald W. Long, and Shao Chee Sim, Engaging Employers in Public 

Workforce Efforts in Texas, prepared for TCWEC (Austin, Texas: University of Texas at Austin, 

Center for the Study of Human Resources, June 1997). 

2 Ibid. 

3 Ibid. 

4 Ibid. 
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PART III. 

LOOKING TO THE FUTURE OF 

WORKFORCE DEVELOPMENT IN TEXAS 





Chapter 12. Further Consolidation 

Jody L McCoy and Anne Ray 

Central to the vision for an integrated, customer-driven workforce system is that all job 
training, employment, and related support services be consolidated at the state level under a 
single agency. However, this is not yet the case in Texas. Adult Education (AE) at the 
TEA,1 Career and Technical Education at the TEA and the THECB, Smart Jobs at IDoC, 
and Vocational Rehabilitation at the TRC are still administered separately. 

Transferring AE and integrating Smart Jobs with the existing Skills Development Fund 
(SDF) at the 1WC are the next logical steps in building an integrated system at the state 
level Transferring these funds to the 1WC and formula allocating them to local workforce 
development boards would better serve both employers with training needs and job seekers 
in need of literacy, training, and related services at the local level. 

Adult Education 

The AE program provides training in literacy, the English language, and secondary level 
competencies for adults functioning at less than a secondary education level, including 
AFDC participants enrolled in JOBS and incarcerated or institutionaliz.ed individuals. 2 

The AE program received $9 million in state funds and $20.3 million from the federal 
government in FY 1997. 3 

Currently, the program is administered by the TEA through 55 regional consortia, which 
face little competition for contracts. Services are provided by school districts, community 
colleges, and non-profits. One member of each regional consortium serves as its fiscal 
agent 

Efforts to better coordinate AE services between the TEA and the 1WC have been 
ineffective. It is likely that recent actions to enhance coordination between local workforce 
development boards and local adult education fiscal agents will also offer little 
improvement There are several reasons why moving AE to the 1WC and allocating 
program funds to local workforce boards would result in a more efficient and effective 
system that would better serve all customers. 

First, such a move would allow case managers to better respond to customer needs. 
Currently, job seekers often are referred to job training programs without their literacy 
needs assessed and addressed. Under an integrated approach, job seekers wouldn't have to 
shop around for multiple services, and they could receive literacy education before or, even 
better, while participating in training programs. This would prevent the cycling in and out 
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le year-round. This is a concern in many areas where funds are often exhausted by 
r May every year. 

\E could benefit from the 'IWC's management information system and contribute 
e data on its customers to the TCWEC's comprehensive evaluation system for all 
rce development programs. Consolidation would e1iminate the expense of creating 
lte management information system for AE, which is required under HB 1640. 
~tion, recently enacted by the 75th Legislabrre, requires the TEA to develop a 
:ment information system that is compatible with related 'IWC systems. AE has 
lally lacked an automated management information system and has had diffICUlty 
~ students and the services they receive, and accounting for performance. 

putting AE funds in the hands of local workforce development boards would 
~ competition among education service providers which is likely lead to higher 
services. With resources tied to individuals rather than specific school districts and 
is, they would be transformed from clients to true customers of workforce 

'• 

Jobs 

in 1993 and administered by TDoC, Smart Jobs supports the expansion of 
; in Texas by providing training grants to employers in high-skill, high-wage 
ons. At least 60 percent of the funds must be allocated to existing 
inployers; the remainder can be used to assist businesses relocating to Texas. 
re targeted to small and minority-owned businesses. Rules adopted by TDoC 
~tees to have been in operation for at least a year.4 In FY 1997, the program 
$29 million. 5 It is financed through diverted state UI taxes. 

P, administered by the TWC, also provides funding to Texas employers for 
zed training. However, SDF funds are more flexible and its application p~ is 
tbersome, requiring only the single approval ofTWC's director. Funded by state 
:evenue, SDF focuses on vocational and technical training rather than long-term 
cs. 
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In 1995, the Comptroller's Office highlighted several shortcomings of Smart Jobs, 
including its excessive bureaucracy and unreliable funding. 6 It suggested that keeping 
Smart Jobs and the SDF separate and competitive for one year would help address some 
of Smart Jobs' problems, while ensuring the best training assistance for Texas employers. 
However, after the one year, it still remains unclear how keeping the programs separate has 
induced any real improvement in Smart Jobs. 

Smart Jobs and the SDF are ideal candidates for consolidation under the 1WC since they 
provide similar services to some of the same customers. Once integrated at the state level, 
80 percent of program funds should be allocated to local workforce development boards 
which currently have few resources to respond to employers' needs.7 Local boards do not 
have access to ES funds, and most of their funding is earmarked for serving special 
populations according to strict program eligibility requirements. In addition, leaving 
discretion for the awarding of grants and the application process up to local boards would 
allow for greater flexibility and help eliminate unnecessary bureaucracy. Local boards 
could encourage groups of employers to work together for greater efficiency and provide 
incentives for various types of training, according to local needs. This would also put 
funds at the local level where economic · development actually takes place. 

Consolidation in Other States 

While Texas has been ambitious in its efforts to integrate job training and related supp0rt 
services, other states have gone further, at least with relocating related workforce programs 
under the same state agency umbrella. However, the fact that these states have 
consolidated programs under a single agency does not mean that they necessarily have the 
broad-based service integration at the local level as envisioned in Texas. Placing programs 
in the same agency may or may not result in consolidation of administrative and 
operational functions so important for building integrated systems. 

In 1990, Kentucky consolidated all state-supported adult education, occupational, and job 
training programs under the Cabinet for Workforce Development The agency administers 
Vocational Education, Non-degree Post-secondary Education, Adult Basic Education, 
JTP A, ES, and UI. 

Indiana's Department of Workforce Development, created in 1991, combines Vocational 
and Technical Education, UI, ITPA, ES, the Office of Workforce Literacy, S1W, and 
services for dislocated workers. 

In 1996, Wisconsin consolidated 101 workforce development and related support 
programs into the Department of Workforce Development The agency has eight 
operating divisions which administer Vocational Rehabilitation, Wisconsin Works, JOBS, 
Food Stamps, STW, ITP A, UI, and Worker's Compensation. 

The Michigan Jobs Com1ilission, created in 1993, administers ITPA, S1W, JOBS, Work 
Fust, Vocational Rehabilitation, and the Michigan Community Development Block Grant 
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In all of these cases, however, many of the programs continue to operate as separate 
divisions and do not represent the level of consolidation envisioned in Texas' workforce 
reform effort. 
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1 Although HB 1863 did authorize the transfer of Adult Education from the Texas Education Agency 

(TEA) to the Texas Worlcforce Commission (IWC), SB 1, the revision of the Texas Education Code, 

took precedence over HB 1863 and effectively blocked the program's relocation. 

2 1EA, "Overview of Texas Education Agency Adult Education and Literacy Programs," Austin, 

-Texas, n.d (mimeograph). 

3 Telephone interview by Jody L. McCoy with Dr. Pavlos Roussos, Senior Director, Adult and 

Community Education, TEA, Austin, Texas, March 1997. 

"Texas Department of Commerce, (IDoC), (1997), Smart Jobs. Available from 

www .tdoc.state.tx.us/smartjobs/sjfaqs.htm; INTERNEf. 

5 Telephone interview by Jody L. McCoy with Jeanette Harris, Program Specialist, Smart Jobs, TDoC, 

Austin, Texas, March 1997. 

6 John Sharp, Final Report: Texas Worlcforce Commission, A Workforce Development System for Texas 

(Austin, Texas: Texas Comptroller of Public Accounts, December 1995). 

7 Twenty percent of the funds would remain at the state level for administration and/or interarea 

projects. 
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Chapter 13. Gaining Critical Mass 

Daniel B. Gubits and Heath J. Prince 

Creating an integrated workforce development system out of many disparate wol'kforce 
programs requires much more than a legislatively mandated framework. It requires a clear 
understanding of and commitment to the purposes and vision of workforce reform in 
Texas. Legislative and Executive leaders must both communicate and actively promote 
this vision. In addition, the vision must be accepted and supported by an organized 
constituency, preferably a coalition of business and labor, that can use its influence to 
ensure that state and local leaders are committed to the new system and its effective 
implementation. 

Without such support for the vision underlying HB 1863, Texas' efforts to build a more 
effective, responsive system for its employers and workers will result in little more than a 
name change for the traditional approach to delivering workforce services. 

The Impetus for Reform 

Efforts to reform workforce development in Texas grew out of two primary concerns: (1) 
growing dissatisfaction with public education and traditional job training and employment 
programs; and (2) general concerns about the ability of Texas employers and workers to 
compete effectively in a global economy. Outside .the Office of the State Comptroller, a 
state senator on the Senate Interim Committee on State Affairs, the chair of the House 
Economic Development Committee, their key staff, and a few academics, there was no 
active constituency for change. Once underway, the push for reform was joined by a few 
of the larger chambers of commerce in the state and organiz.ed labor. This support, 
however, was never broad-based and did not include Texas employers. At the same time, 
there was a push for workforce reform at the national level in response to unfavorable 
GAO reports and JTP A evaluations and a desire to decentralize workforce programs to 
state and local governments. 

In light of these concerns and the anticipated reform at the national level, Texas enacted its 
workforce reform legislation, first as SB 642 in 1993 and again in 1995 with a major 
workforce amendment to HB 1863. This last-minute amendment, however, was never 
substantively debated in either chamber of the legislature. 
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From Legislation to Implementation 

While getting workforce reform into state law was accomplished with relatively little 
discussion, iniplementing the new system has met considerable resistance at every tum. 
There are several reasons why more substantial progress has not been made. 

Chief among these is that implementation has been left largely in the hands of new players 
at the TWC and TCWEC and lower-level agency bureaucrats, none of whom had been 
-actively involved in the legislative efforts or had broad backgrounds in workforce 
programs or in operating large state agencies. At the same time, those who had once 
supported reform, namely the Office of the Comptroller and the two legislators who played 
key roles, have stood outside the implementation fray. Strong support for workforce 
reform-to the extent it has ever existed-has largely disappeared. Some legislators who 
supported reform have even introduced and/or supported legislation that is essentially 
antithetical to many of its goals. Also missing from the picture has been support from 
Texas employers and labor, two of the key constituencies of the new system, who could 
play a pivotal role in stimulating state leaders to pursue real change. 

TWC, TCWEC, and the Governor's Office 

Although implementation of the system has been left in the hands of the governor, 
TCWEC, and the TWC, the Governor's Office has been largely invisible. Unlike 
governors of other states that have actively and personally pursued workforce reform such 
as Wisconsin and Massachusetts, Governor Bush has failed to use his "bully pulpit'' to 
advance workforce reform. Such support from the Governor's Office is needed to indicate 
that workforce development is a priority for the governor and that his administration is 
committed to successful implementation of the new system. The TWC and TCWEC have 
made some progress to implement the provisions ofHB 1863. However, both the TWC 
and TCWEC have faced leadership turnover and have not sufficiently grasped and 
articulated a vision for workforce reform that could be communicated to state employees 
and key players at the local level 

One of the main problems at both the TWC and TCWEC is instability. ''Here is an irony; 
change requires stability," writes Rosabeth Moss Kanter of Harvard University.1 Yet, 
neither of these bodies has had the stable leadership necessary to encourage 
experimentation and make strong decisions. Within three years, TCWEC has had three 
different chairs and executive directors. 

The turnover and uncertainty at the TWC has been even worse. One commissioner 
resigned shortly after her appointment by the governor. Two of the commissioners did not 
receive senate confinnation until the very end of the legislative session. One 
commissioner, representing labor, has recently been replaced since his appointment was 
not even considered for confirmation. The failure of the legislature to consider these 
appointments until its close effectively muzzled these appointees from being strong, vocal 
advocates for change. In addition. the first executive director of the agency was gone after 

88 



one year. Since then, the position has been held by an acting executive director, who is 
neither in a position to make firm decisions nor adequately defend the agency from its 
detractors. With the director of the workforce division, too, remaining in the job for less 
than a year, it is not surprising that the 1WC has chosen not to stick its neck out, instead 
keeping a relatively low profile during the recent legislative session. 

One of the consequences of this void in leadership has been that no one at 1WC or even 
TCWEC has clearly articulated a vision for workforce development. Indeed, the 
implementation of workforce reform in Texas has proceeded without a clear vision. The 
creation and subsequent transfer of the Welfare-to-Work & Special Services Integration 
Division indicates that the 1WC may not be committed to the vision for integration. For 
reasons that are not entirely clear, the 1WC decided to create the division out of the 
Workforce Division and give it many of the latter's responsibilities, including oversight of 
the state's subsidized child care programs. While the 1WC recently rectified this situation 
by moving the division back under the Workforce Division, its vacillation on this issue 
sends a strong signal that agency leaders may not understand the spirit of HB 1863. 

One of the main reasons for the 1WC to define a clear vision of its mission is that doing so 
would promote essential changes in the organizational culture at the agency. State and local 
employees have worked with categorical programs for most of their professional lives. 
They are accustomed to the old "programs" approach to workforce development that 
placed the former 1EC at the center of workforce activity. Block-granting of funds to local 
workforce development boards transforms the 1WC into a support agency in a new 
system, placing local boards at the focal point of workforce activity. To implement such a 
system, employees must understand and adopt the purposes of reform; they must change 
their entire way of thinking about the delivery of workforce services. However, they will 
not adhere to the new culture without some articulation of a vision for the new system and 
of the agency's mission and goals by leaders at the top who are focused on and committed 
to reform. 

Peters and Waterman (1982) and Robert Behn (1991) are helpful in understanding the 
importance of strong leadership and a clear delineation of goals among the key entities 
developing the new system. They point out that the leaders of America's best companies 
are focused or ''tight'' on the mission and goals of the organization, continuously 
reminding everyone of the purpose of the enterprise.2 At the same time, they are "loose" 
with directives on how to reach those goals. Managers leave the specifics of how to 
accomplish goals to the troops, and employees understand what they are trying to 
accomplish and have latitude in deciding how to do it3 

Applying this approach to the roles of the various parties in the Texas workforce 
development system, it is clear that the governor, the 1WC, and TCWEC play the role of 
manager. As such, they are responsible for clearly articulating the mission and goals of the 
system and providing the necessary resources and support to local workforce development 
boards. This needs to be "tight" and continuous. Local boards are on the front lines; they 
should have wide discretion to make decisions about what resources are needed and how 
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they should be used. This same relationship is also replicated on the local level with boards 
acting as managers who set goals and provide resources for career centers and their service 
providers. 

Lack of Legislative Support 

Since the workforce amendment was enacted as part of HB 1863, it has become ver:y clear 
that many of the legislators who supported workforce reform never fully understood its 
implications. Legislators who had at least verbally supported the idea of restructuring the 
workforce system have put distance between themselves, the 1WC, and TCWEC. None 
have been willing to communicate and defend the goals of workforce reform. In fact, 
some legislators have even introduced and/or supported legislation that is antithetical to the 
ideals of program integration and local control Three bills were introduced during the 
1997 legislative session to create new workforce programs outside the control of local 
boards, including one by the chief senate sponsor of the workforce amendment to HB 
1863. 

One issue that has fostered tension over workforce reform within the legislature is the loss 
of state jobs resulting from the contracting out of workforce services and the move to 
privatize welfare. The TSEU began lobbying during the 1997 legislative session to voice 
its concern about the estimated 1,500 state employees that may lose their jobs as a result of 
the contracting out of workforce service delivery. TSElI' s activism has had a chilling 
effect on many Democratic supporters of workforce legislation. Democrats who would, in 
theory, support fixing a broken system in order to benefit the most needy recipients of 
public assistance in Texas have rarely spoken in defense of the 1WC or TCWEC. 

While the threat from the TSEU was likely not as influential to Republican legislators, who 
would be expected to favor decentraliz.ation to local governments and increased private 
sector provision of public services, Republican support for workforce reform is likely to 
have waned as a result of the public's perception of the 1WC as yet another welfare 
agency. In addition, the silence of legislators on both sides of the aisle has reflected their 
concerns that their constituencies might not receive adequate access to services under the 
new universal system. 

Need for a Constituency of Business and Labor 

Since Texas workforce reform includes an ambitious agenda for building a new workforce 
system-a valuable source for Texas employers looking for properly trained, highly skilled 
workers-one would imagine that Texas employers and labor organizations would want to 
usher it in successfully. Such support from the these groups has yet to materialize, 
however. One reason for this may be the perception that the new system will become a 
''welfare placement system" and that the TWC will be the new agency to put welfare 
recipients to work in the face of strict federally-imposed work participation rates. 

In light of this perception~ much depends on the 1WC' s ability to distinguish the new 
workforce system as a system that will provide universal access and produce highly skilled 
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workers. Texas employers and labor organizations could provide the critical support that is 
needed to encourage those in key positions at the state level Together they can form the 
core of a constituency which helps to articulate and continually promote the vision for 
reform. 

The Implication of ''Unf"mished" Reform 

State and local leaders have acknowledged that Texas' traditional approach to providing job 
training and employment services has not been as effective and responsive as it could have 
been. As a result, Texas changed gears and put itself on the right track by designing a new 
system for its employers and workers. However, the system is far from being 
implemen~ and there is real danger that reform will be sabotaged by pressure from those 
opposed and resistant to change, as well as through the inexperience and lack of leadership 
among many in key policy making positions. 

In the end, if Texas continues on its current path, attempting to implement a system that is 
neither supported nor fully understood, it will be left with the same ineffective approach it 
has followed for decades, only under a new name. True workforce reform in Texas will be 
achieved only if key players in workforce development at all levels cooperate to form the 
critical mass of support needed to remove the baniers to full implementation of the system. 
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Chapter 14. Major Recommendations 

The following recommendations are intended to facilitate the implementation of workforce 
development reform in Texas. While many are directed to TCWEC and the 1WC, others 
require the cooperation of other state leaders and agencies, legislators, local workforce 
development boards, service providers, and employers. The recommendations are 
organized into sections, corresponding to key issues identified in Chapters 4-13 of this 
report. 

Chapter 4. Addressing concerns about the effects or contracting out the delivery or 
workforce services: 

• The 1WC should promulgate rules that require care.er center operators to pay salaries 
and provide benefitS at least comparable to those of state employees in similar jobs. 

• The 1WC should try to minimize job loss by reducing the state payroll through 
attrition. It should provide outplacement services to state employees who lose their 
jobs; such services should be comparable to those offered to displaced workers through 
JTPA. 

• The 1WC should correct the misperception that local workforce development boards 
must contract exclusively with private-for-profit entities. SB 642 and HB 1863 do not 
prohibit boards from contracting with state agencies, local government entities, or local 
non-profit organizations to administer career development centers, so long as they are 
not also providing education and training services. 

• The legislature should restrict local workforce development boards' contractor selection 
process. Specifically, boards should be prevented from contracting out for a service 
that can be provided by the state, unless the bid offered by the outside contractor is at 
least ten percent lower than the cost of the state's provision of the same service. 

• The 1WC should require open and competitive procurement for workforce services at 
both the state and local levels. In addition, local workforce development board 
contracts with career center operators should be performance-based and no more than 
two years in duration. 

• The 1WC should evaluate various types of career center management to ascertain if 
there is any significant benefit from contracting out with for-profit versus non-profit 
and public entities. 

• TCWEC should adopt and strictly enforce the new core performance measures to 
ensure that local workforce development boards and local contractors provide more 
effective service delivery. 
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Chapter S. Implementing an integrated workforce development system with 
categorical fmiding: · 

• The 'IWC should be implement HB 1863 as written by formula allocating ES funds to 

local workforce development boards effective July 1, 1998. This will enhance the 
flexibility of local boards to provide universal ~ to services and help forestall 
management problems that could arise from the placement of state ES employees in 
career centers. 

• The 'IWC commissioners should reinstate the 18-month deadline for local boards to 
assume service delivery for all formula-allocated funding including child care. 
Otherwise, the development of an integrated system will be hapha7.ard and incomplete. 

• The 'IWC should place high priority on creating a management information system 
that can perform universal eligibility determination, integrated case management, 
participant tracking, fund accounting, and reporting. 

• The 'IWC should continue to push toward functional management by avoiding the 
creation of separate program-by-program divisions and by establishing an agency-wide 
operational planning department for workforce and training services for which they are 
responsible. Emphasis should be on further consolidation of existing programs, not 
bifurcation along traditional categorical program lines. 

Chapter 6. Providing equitable services for hard-to-serve populatiom: 

• Texas should implement policy goals and objectives which encourage local workforce 
development boards and service providers to serve individuals facing multiple barriers 
to employment in the context of a universal system. 

• Workers should be assessed and served according to the barriers that hinder them from 
securing and maintaining employment. The barriers to be considered should be those 
that most affect employability, such as poor woik skills, illiteracy, poverty, child care, 
health, and transportation problems. 

• Texas should develop and implement performance measures which encompass a broad 
spectrum of achievements, both education and job skills, in addition to job placement 

• Local workforce development boards should be required to meet core performance 
standards, but the governor should have the authority to adjust such standards to reflect 
local workforce areas' efforts to serve the hard-to-serve population. 

• Texas should provide special financial incentives to areas meeting performance 
standards and providing an enhanced level of services to the hard-to-serve. Incentives 
should be shared by career center staff and local service providers who have 
contributed to that performance. 
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Chapter 7. Addr~ng gaps in capacity at the state and local levels: 

• TCWEC should take the lead in the creation of a consistent vision for workforce 
development that is embraced by both the state and local levels. This vision should be 
consistently promoted and nurtured statewide by TCWEC, the 1WC, and all of the 
operating agency partners (ie., TEA and 1HECB). 

• TCWEC should invest in an on-going staff training and development system as 
opposed to mainly providing ad-hoc, one-day sessions. It should focus especially on 
strategic planning, operation oversight, and evaluation functions in an integrated 
workforce system. This would help orient local boards and their staff to a "systems" 
approach to service delivery. 

• TCWEC and local boards should be encouraged to use independent providers of 
training, instead of relying solely on state personnel. 

• The 1WC and its partner agencies should create a fonnal system for two-way 
communication between state and local workforce entities and for lateral 
communication among local areas. This should include a sizable investment in 
interactive and other technology that would allow for the integration of policy and 
program communication and facilitate data collection and analysis. 

• The 1WC should place high priority on ensuring that local boards and their staff 
receive comprehensive training on child care issues and that each board includes at least 
one person with expertise on child care or early childhood education, as mandated by 
recent state legislation. 

Chapter 8. Developing a better approach to serving the state's welfare population: 

• Welfare recipients should receive services based on their needs, as assessed by 
professional staff in local career centers, rather than on a single, state-prescribed 
program design that is inappropriate for many recipients. An assessment-based 
system should distinguish clients who will benefit from a Work First approach from 
those who are in need of more extensive assistance. Local boards and service 
providers should be encouraged to provide such intensive services if perfonnance 
measures are tied to incentives for making welfare recipients economically self
sufficient, not just getting them off the state's caseload. 

• The legislature should not continue to enact separate, categorical welfare legislation that 
leads the state even further away from an integrated workforce system, such as recent 
legislative efforts to create child care training centers and the Texans Work Program. 
Rather, these initiatives and the associated resources should be folded into the integrated 
effort already underway. 
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Chapter 9. Defining the role of STW in Texas: 

• The Governor's Office and TCWEC should take the lead in defining Texas' vision for 
S'IW. Such a vision would def me the objectives of S1W and outline a plan so that it 
may be integrated into and evaluated as part of the state's existing public education and 
workforce development systems. 

• According to Texas' S'IW plan, S'IW activities will be part of a much larger initiative 
for public education reform. However, federal S'IW funds are only a small amount of 
the funds needed to finance such a massive undertaking. Reforming public education 
in Texas will require funding far beyond that available through the state's S1W 
implementation grant. 

Chapter 10. Developing and implementing a new concept of accountability for 
workforce services that is system- rather than program-oriented: 

• The LBB and the Governor's Office should implement the two key core performance 
measures that were adopted as Phase I of TCWEC' s Evaluation Action Plan, entered 
employment rate and average earnings gain based on previous earnings. TCWEC 
should adhere to its planned schedule by communicating the establishment of these 
measures to state agencies as well as to local workforce development boards and 
service providers throughout the state. 

• TCWEC should establish formal memorandums of understanding clearly delineating 
performance management and evaluation roles and responsibilities with each of its 
partner agencies, as it-has already done with the 'IWC. 

• The legislature should provide SOICC with independent funding and explicit 
responsibility for collecting and linking data in support of performance management 
and evaluation of the workforce development system. The 1WC could continue to 
serve as SOI CC' s fiscal agent, but the legislature should define the limits of the 'IWC' s 
authority to preserve SOICC's autonomy. 

• TCWEC should take the lead in creating a state/local working group to build consensus 
on a vision for workforce development, expectations for the system, and a set of core 
performance measures and flexible standards to accommodate differences among state 
workforce agencies as well as local areas around the state. 

• TCWEC should emphasize rewards over sanctions in its performance management 
policies. To promote such a system, TCWEC should work with the operating agencies 
to create an incentive/reward fund by pooling discretionary funding in existing 
categorical programs. 
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Chapter 11. Engaging employers in the workforce system: 

• Employers should be engaged in the design, development, implementation, and 
evaluation of the new workforce system. Such broad engagement, far more intensive 
than simple representation on state and local level boards, will help bridge the gap 
between public workforce services and the human resources needs of employers. 

• TCWEC should be restructured so that employers constitute a majority on the board 
and that there is an adequate mix of representatives from large, well-known employers, 
emerging industries, and small and medium-sired businesses. Furthermore, the 
governor should appoint top-level decision makers of companies to these positions. 
This structure should be replicated at the local level through the appointments to local 
boards made by chief local elected officials. 

• Employers should be considered the primary customers of the new workforce system. 
As such, their human resources needs should be clearly and continuously identified. 
To encourage their use of the system, state and local leaders and staff should market the 
system as an easily accessible, efficient source for meeting their training and labor 
needs. Such a marketing strategy would publiciz.e stories of employer satisfaction with 
workforce services and encourage these employers to act as local champions to recruit 
the involvement of their peers. 

• Employers should be given a super-majority (70 percent) on local workforce boards. 
In addition, boards should be encouraged to hire their own staff. 

Chapter 12. Promoting further consolidation of workforce programs under a single 
state agency: 

• Adult Education should be transferred from the TEA to the TWC, and its funds 
formula allocated to local boards consistent with the provisions ofHB 1863. 

• Smart Jobs should be transferred from TDoC to the TWC, and its funds integrated 
with the Skills Development Fund. Eighty percent of the available funding should be 
allocated to local boards to better serve employers and actively engage them in the new 
workforce system. 

Chapter 13. Creating the critical mass of support necessary to nurture and promote 
a vision of workforce reform statewide: 

• The TWC should hire an executive director as soon as possible. The executive director 
and the commissioners should actively generate strong support for the agency and for 
the vision of workforce reform among legislators and other state policy makers. 

• TCWEC and its partner agencies should reach out and sell the vision for the new 
system to Texas employers and labor organizations. A coalition of business and labor 
which recogniz.es the long-term benefits of skilled workers trained for high 
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performance work environments should continually promote this vision and work to 
ensure that state leaders are committed to complete implementation. 

• The governor should personally promote the new workforce development system as 
the tool with which the state and local areas, in partnership with bus~ and labor, will 
create an internationally competitive workforce in Texas. Other governors have 
successfully used the "bully pulpit" to make workforce development a priority in their 
states. 
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Appendix A. Methodology of State Selection 

Marvin R. McNeese, Jr. 

The following appendices profile the workforce reform efforts of six states: Indiana, 
Massachusetts, Michigan, North Carolina, Ohio, and Wisconsin.• 

These states were selected from a larger pool of 15 states, developed after a brief review of 
national and state literature on workforce development issues and consultation with several 
nationally recognized experts in the field.t The list of states was narrowed from 15 to six 
after researchers identified how well each state met the following criteria: 

1. Does the state have an HRIC or similar comprehensive planning, oversight, and 
evaluation entity for workforce development at the state level? 

2. Does the state have a single administrative agency under which all workforce 
development programs are consolidated? 

3. Does the state have workforce boards or similar planning bodies for 
workforce development at the local level? 

4. Does the state have a.federal one-stop implementation grant? 

5. Does the state have a federal S1W implementation grant? 

In addition, the project team considered the duration of each of the states' initiatives. 

Each of the final six states was assigned a two- or three-person research team. From 
October 1996 to March 1997, the teams conducted telephone and on-site interviews with 
state and local program administrators, representatives from local workforce development 
boards and career centers, service providers, employers, and other experts in workforce 
development Through these contacts, researchers were able to develop a better 
understanding of the history and current status of reform in each state and to uncover the 
complex policy and implementation issues each has faced. 

"The profiles include descriptions of the state's governance structure; the source of and impetus for 
state-level leadership on workforce development issues; the organization of workforce programs at 
both the state and local levels; and key issues such as employer engagement, S1W, welfare reform, 
and performance measurement. 

1The original list of 15 states aiso included Connecticut, Florida, Illinois, Iowa, Kentucky, Maryland, 
Minnesota, Utah, and Washiilgton. 
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Appendix B. Indiana 

Dan Valliere and Christine A. Quigley 

Indiana was one of the first states to begin consolidating employment and training 
programs in the mid-1980s. By the early 1990s, Indiana had achieved substantial 
consolidation at the state level However, Indiana's rapid advancement did not carry over 
to its efforts to integrate services at the local level. Opposition from state employees 
culminated in a lawsuit and a settlement which effectively stifled Indiana's ability to fully 
integrate its workforce services. This is one of the primary hurdles facing all states once 
they achieve some consolidation at the state level. 

While Indiana does not provide a good model for a state council that oversees the entire 
system, its long history of integrated planning on the state level still provides valuable 
lessons for states that remain fractured in their approach. In addition, Indiana has been 
adept at involving a wide range of constituencies in directing the workforce system through 
its skills standards board. There is also strong leadership in several local service delivery -
areas (SDA). Such local initiative could be useful to other states both for finding creative 
ideas and for simply observing an energetic and proactive attitude. 

Background on Workforce Reform 

Relative to other states, Indiana has a long history of efforts to create an integrated 
workforce development system. In 1985, Indiana created its first state strategic plan for 
integrating workforce development programs and its first local one-stop center. These 
efforts were introduced by the lieutenant governor, a position which is jointly elected with 
the governor. Following the lead of the executive branch, the state legislature approved the 
1987 merger of the Indiana Office of Occupational Development (IOOD), which 
administered JTPA funds, and the Indiana Employment Security Division (IESD), which 
administered Wagner-Peyser and VI funds. This merger resulted in the creation of the 
Indiana Department of Employment and Training Services (DETS). Consolidation 
continued in 1991 when a new governor issued an executive order creating the Department 
of Workforce Development (DWD). The DWD combined the DETS, the Commission 
on Vocational and Technical Education (CVTE), the Workforce Proficiency Panel (the 
state skills standards board) and a newly created Office of Workforce Literacy. In 1993, 
the legislature approved this consolidation and, encouraged by the 1992 federal ITPA 
amendments, also created an HRIC.1 

At the local level, Indiana pursued the creation of one-stop workforce development centers. 
Beginning in 1985, the DWD required all local SDAs to co-locate ITPA, Wagner-Peyser, 
and UI staff in one center. Additionally, the DWD required SDAs to create Information 
Resource Areas and dedicate at least one state merit and one local employee to its 

103 



operation. Currently, there is at least one functioning career development center in every 
SDA Local integration was a serious issue of contention in 1987 and 1988 when two 
lawsuits were filed in the Indiana Superior Court by several state employee unions against 
the DETS. The lawsuits were settled through the adoption of a set of21 rules that protect 
local state merit Job Service employees and define their job functions. 

The State Level 

The consolidation of worldorce development programs in Indiana has been promoted by 
administrations from both political parties. A Republican administration initiated the state's 
first wave of consolidation in the 1980s; a Democratic administration continued the work 
in the early 1990s with the creation of the DWD. However, party politics still could play a 
significant role in the management of workforce development programs. First, the 
education cominissioner is a statewide elected official while the DWD leadership serves at 
the auspices of the governor. Although the governor and education commis.§ioner 
currently represent opposing parties, their relationship remains cooperative. Second, some 
local PICs are heavily influenced by one or two local elected officials who may differ 
ideologically with state leadership. 

The state has passed legislation to help bridge the gap and focus the goals between the 
DWD and the Indiana Department of Education (DOE). In 1990, a Committee of 
Practitioners was created to develop standards and measures for secondary and post
secondary vocational education, as mandated by the 1990 amendments to the Carl Perkins 
Act The CVTE, which possesses authority over the use of federal Perkins funds, 
approved and began to implement these standards in 1992. In addition, the Workforce 
Proficiency Panel convenes the DOE, the DWD, labor representatives and employers to 
set statewide skills standards. Written and practicum exams have been created for six 
occupational areas. The Indiana Vocational and Technical College System (IVY-Tech) has 
started assessment and the awarding of industry-recognized certificates. 

Indiana's Family and Social Service Administration (FSSA), Indiana's primary human 
services agency, also plays a role in the delivery of workforce programs through its 
IMPACT Program. IMPACT, a combination of federal JOBS and FS E&T funds, was 
created in 1995 as part of a federal welfare waiver. Since Indiana's welfare services are 
largely delivered through county government, IMP ACT is locally driven, but within some 
broad state and federal restrictions. Thus, workforce training delivered through IMP ACT 
is not necessarily coordinated with the rest of the workforce programs. 

The HRIC has not played a key role in local or state integration, and has few avenues for 
significantly affecting how local workforce services are delivered. Instead, it appears to 
undertake targeted projects to gather infonnation. Its most recent activity was to compile 
local welfare plans mandated by the state legislature. 
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The Local Level 

For delivering employment and training programs, Indiana is divided into 16 SDAs. Each 
SDA has at least one career development center which provides ITP A services and access 
to UI and the ES job search system. Despite Indiana's early start, none of these centers are 
fully integrated because they remain staffed by both state and local employees. 
Furthermore, there is a legally enforced delineation between the job responsibilities, 
management, and payroll of the employees. Thus, while Indiana has effectively created 
one-stop centers across the entire state, there is joint authority at each center. Dual, but 
separate, management in each center makes it extremely difficult to establish accountability. 

This arrangement was not part of Indiana's original plan. Rather, it is a product of 
negotiations from a lawsuit filed by state employees during the consolidation efforts of the 
late 1980s.2 Indiana act:ually began its integration process at the local level with regional 
forums between PICs and local state merit staff. Based on these regional forums, a unified 
ITP A and Wagner-Peyser plan was developed, approved at the state level, and submitted 
to DOL in 1986. The two agencies also began a functional realignment to begin sharing 
state administrative staff. Locally, the first co-located one-stop was created in 1986 when 
the Madison-Grant JTP A administrative entity and Anderson ES office merged. 3 

Following these first productive steps toward integration at the local level, the IOOD and 
the IESD merged to form the DETS, combining UI, Wagner-Peyser and JTPA under a 
single agency. At this point, serious barriers to systemic integration arose. First, the entire 
senior level management team that initiated the merger of the IOOD and the IESD left 
shortly after the creation of the DETS. This provided an opening for those who opposed 
integration to slow down and reverse some of the consolidation efforts. To complicate 
matters, a state employees' union filed a lawsuit against the state protesting the merger. 
The suit was resolved with a memorandum of agreement that defined 21 rules 
guaranteeing that state employees alone could provide Wagner-Peyser and UI services. 
Following the agreement, the lieutenant governor released Challenge to the Employment 
and Training System, which called for the continuation of local integration led by SDAs. 
In many areas the local SDA entity has assumed functional leadership, but the legal 
separation between local and state employees creates serious problems. There are large 
salary disparities among the staff. In addition, conflicts between center managers have 
caused a complete breakdown of management in some cases. It is unclear how Indiana 
could ever implement a comprehensive performance management system with competing 
authority at the local level 

Part of state employees' resistance to integration stems from the fear of job loss. However, 
co-location was already underway when the suit was filed. The original integration plan 
intended to either rehire state employees as PIC employees or to fill vacant state positions 
with PIC employees over time. Thus, many local state merit employees opposed 
integration, even though their jobs were relatively secure. Wagner-Peyser staff, for 
example, maintain a strong loyalty to the Job Service, the oldest of all the employment and 
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training initiatives. Wagner-Peyser employees typically have more years of experience and 
perceived seniority than local PIC (J1P A) staff, and both they and UI employe.es value 
their programs for their nationwide identity. Indiana's initial integration failed to account 
for this loyalty. State legislation allowed each SDA to rename its own career centers and 
services. The loss of the common logos and Daines was perceived by many state 
employees as a symbolic loss of power in the system. Since state positions were being 
phased out, state employees perceived fewer opportunities for their own career 
advancement. 4 

Key Issues 

Failure to Complete Local Program Integration 

In hindsight, many observers view Indiana's memorandum of agreement as a lose-lose 
situation. On one hand, state integration is bogged down. On the other hand, state 
employees, who continue to see their ranks wither from federal fimding cuts, have also lost 
the possibility for any job expansion in the one-stop environment. Still, some local SDAs 
have been able to hide the boundaries between state and local employe.es, at least from 
public view. In these cases, good local leadership is cited as the reason. Current and past 
state administrators~ that good local leadership is distinct from good program 
management. Good local managers do not always have a good understanding of the vision 
needed to integrate effectively at the local level.5 

During the past several years, local PICs have continued to receive JTP A formula 
allocations, as well as new grants, through a federal one-stop implementation grant. Ooe
stop grants provide an opportunity for some SDAs to invest in new technology and office 
space; this has helped to erase many of the visible boundaries between different types of 
employees. The goal is that the customer will walk in the door and not know whether the 
employee serving them works for the state or local PIC. Unfortunately, all of these 
succes.ses are under constant threat from the inherent conflict in Indiana's local stmcture. 

Contracting of Local Workforce Services 

Last year, the Indianapolis PIC decided to stop delivering services and become strictly an 
oversight board. The PIC called for bids to deliver its ITP A services and the management 
of its one-stop center through an outside contractor. Goodwill Industries of Central Indiana 
was awarded the contract and is the primary administrative agency for three one-stop 
centers, collectively called "iNet" While Goodwill is charged with management of these 
centers, state merit employees continue to dominate the management of primary intake and 
public information. Goodwill management only has functional control over counseling 
and referral services to customers. One of Indianapolis' iNet centers has been deeply 
divided into two camps, Goodwill versus state employees, due to initial confusion about 
the extent of Goodwill's authority.6 
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In addition to managing one-stops, Goodwill Industries is also using ITP A funds to create 
new neighborhood-based career centers in Indianapolis. These centers will include 
training, information, and referral services. However, these centers are not true one-stops 
since Goodwill's frustration with state systems prevents it from pushing to staff UI or 
Wagner-Peyser representatives at the center.7 Instead, Goodwill intends to rely on 
technology to link these centers into the state systems. The neighborhood strategy instead 
focuses on bringing accessible and manageable points of entry closer to those who need it 
most While this approach does sacrifice some degree of comprehensiveness, Goodwill 
intends to gain efficiencies by reaching more people and encouraging more informal and 
self-driven pathways to jobs. For example, Goodwill is considering partnerships with 
temporary employment agencies. 8 

Goodwill also maintains several contracts with other training providers. Training, Inc. 
provides an intensive mock-office situation to train low-skilled individuals for office 
support positions. It maintains its own relationships with some of the city's most 
prominent businesses, and has entered into an administrative agreement with the 
Indianapolis branch of IVY-Tech, a post-secondary technical college. This partnership 
enables Training, Inc. to benefit from the cost efficiencies of a large organi7.ation, and 
provides some additional financial security that facilitates their operation on a fully 
performance-based contract 

Goodwill is successfully promoting the development of a web of services across the city. 
This may be a model for other local agencies that assume new contracts to oversee a local 
job training system. It should be noted that much of the Goodwill approaeh is driven by 
the fact that Indianapolis is currently experiencing a labor shortage, rather than a job 
shortage. Unemployment has dropped to less than 4 percent The neighborhood strategy 
reflects this focus on the recruitment of lower-wage labor. In a situation of relatively 
higher unemployment, the pressure would likely shift toward providing more intensive 
training services in order to spur economic development 

Welfare Reform 

In 1995, Indiana received a federal waiver that allowed the state to implement legislation 
that would help move welfare recipients into jobs. Under this first waiver, Indiana 
instituted a personal responsibility agreement for all welfare recipients and imposed a two
year time limit on benefits for the most job-ready. The state is now preparing to 
implement a second waiver which will expand the time limit on benefits to cover all able
bodied welfare recipients. Given these waivers, Indiana will rely heavily upon its JOBS 
and FS E&T funds to help welfare recipients find jobs before they reach their time limits. 
These two funding streams have been consolidated into the IMP ACT Program under the 
FSSA.9 

In order to meet the ambitious targets necessitated by the waivers, Indiana has officially 
embraced the Work First concept as the basis for its welfare-to-work services, both in 
1995 legislation and during the process of forming local planning councils to develop 
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action plans for the implementation of time limits. In creating these action plans, the 
Indiana HRIC identified three principal conditions necessary for achieving success: 
(1) adoption of a work-first approach; (2) transitional support services to facilitate work; 
and (3) maintaining self-sufficiency once in work.10 

The most advanced implementation of this approach began in Indianapolis under the 
leadership of Mayor Stephen Goldsmith. Goldsmith, already nationally recogniz.ed for his 
privatization efforts, led the Indianapolis PIC to contract its welfare-to-work services to 
local non-profits and national for-profit companies including the Training Institute and 
America Works. Payment through these contracts is heavily dependent upon perfonnance, 
especially when compared to the county's front-loaded IMPACT programs.11 The 
mayor's initiative strongly encourages the Work First approach. An extremely low-rate of 
unemployment in Indianapolis has helped make this possible. 

Links Between Education and Workforce Progrrum 

The Indiana DOE has direct oversight of the secondary vocational programs located in the 
K-12 public education system and state-funded post-secondary programs. The CVTE, 
staffed by the DWD, only has oversight over federal vocational education dollars. These 
two agencies and the Indiana Higher Education Steering Committee work together through 
ad hoc committees and joint activities. The DOE, for example, consults with the CVTE on 
its two-year plan to ensure compatibility with the DWD' s goals for workforce education. 

In 1995, the DWD received a federal STW grant. This grant builds on a 1994 state 
legislative mandate that created 15 Workforce Partnership Areas. Partnerships include 
public schools, post-secondary institutions, vocational schools, employers, and workforce 
development centers. Each partnership is charged with developing a strategic plan and 
working to prevent duplication of efforts among the various institutions and people 
involved in STW activities. The STW project appears to be the most integrated activity in 
Indiana because it involves every effected agency through a statewide STW Policy Board. 
This board includes business, labor, and parent representation, in addition to the 
Department of Commerce, the DWD, the FSSA, the DOE, and the Commission for 
Higher Education. The board works closely with the S1W management team which is 
comprised of the effected state agencies. 

Although Indiana has constructed an integrated model for STW, difficulties in 
collaboration remain. Cooperation between the DOE and DWD, the most critical agencies 
on the management team, has been strained due to a perceived split in the agencies' 
philosophies. The absence of a more neutral state-level body above the workforce system 
to serve as a liaison between agencies has made it difficult to further integrate the activities 
of the two departments.12 Interestingly, the state's STW proposal actually recognizes the 
need for continual encouragement of collaboration. It calls for the creation of a STW 
Institute, essentially an institution without walls, to offer technical assistance, staff training, 
and forums for education, workforce development and business professionals.13 
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Indiana has also developed a path to lifelong learning as part of its S1W plan. The path 
includes career education for grades one through 12; creating portfolios for every student 
which will accompany her throughout her education and work life; and establishing a 
career plan for every student during the ninth grade. The DOE has developed a career 
activity resource guide for grades one through 12 to help teachers and school 
administrators institute the plan. It is unclear how many schools are using them. 
Additionally, a committee of education, business, labor and government leaders established 
a set of expectations for Indiana's high school students called Indiana Core 40. Core 40 is 
unique in that it is a single, flexible high school cuniculum which will be taught to all 
students, whether job-bound or college-bound. However, Indiana found it difficult to raise 
the profile of the vocational and technical curriculum. While the state level S1W plan is 
ground-breaking, the vision is moving to local schools very slowly. As in most states, the 
independence of local school districts is a major hurdle for. any ambitious reform proposal. 

Performance Standards 

Indiana does not maintain a set of comprehensive core measures to evaluate the entire 
workforce system. Instead, the DWD maintains two separate sets of measures, one for 
one-stop career centers and one for secondary and post-secondary technical and vocational 
education programs. There are no financial incentives to meet these standards. According 
to the DWD, there is an understanding that local level managers are personally accountable 
for performance.14 However, given the dual management on. the local level, it is unclear 
how strong this understanding really is. The V oc-Tech education standards, on the other 
hand, are not intended to compare and evaluate programs on the state level; the CVI'E has 
made it clear that these standards are to be used by local programs as guides to self
improvement. 

Future Outlook 

While many feel that the new governor has an opportunity to push the workforce system in 
new directions, efforts to further reform the system do not appear to be on the horizon. 
Indiana's efforts are hampered by the lack of a strong HRIC or other entity that is charged 
with viewing the workforce development at the system level. Furthermore, barring a 
federal block grant for workforce programs, Indiana seems to have reached its limit of 
local integration due to the conflict over state employee dislocation. 
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Appendix C. Massachusetts 

Amy lindley, Anne Ray, and Jeff Edwards 

Background on Workforce Reform 

State Leadership and Governance Structure 

Massachusetts is a strong governor state. The governor serves as chief administrative 
officer and appoints the heads of most major st.ate departments. The governor chairs an 
Executive Council composed of the lieutenant governor and eight councilors elected for 
two-year terms. 

On November 6, 1990, William F. Weld was elected Governor of Massachusetts on a 
Republican ticket with Argeo Paul Cellucci. Governor Weld and Lieutenant Governor 
Cellucci were re-elected in November 1994 by a historic margin, winning 71 percent of the 
vote. Cellucci is chairman of the MassJobs Council (MJC), the state's job-training 
advisory body. 

Early Reform Efforts 

Efforts to streamline the administration of job· training programs in Massachusetts began in 
the 1980s. From 1988 to 1992, Massachusetts lost more jobs in proportion to its size than 
any U.S. state since the Great Depression. Several studies, conducted by administration 
officials, st.ate legislators, and local employment and training practitioners, made 
recommendations to bring greater coherence and account.ability to workforce development 
services. These studies revealed that responsibility for over 40 different programs and 
several hundred million dollars of st.ate and federal resources was spread throughout st.ate 
government The studies also suggested that without a strong coordinating body, little 
effort was made to ensure that individual programs pursued compatible policy goals or 
delivered services in an integrated fashion. 1 

One of the studies resulted in the 192-page document Choosing to Compete: a Statewide 
Strategy for Job Creation and Economic Growth, from the Executive Office of Economic 
Affairs. The chairman of this council, Harvard Business School Professor Michael Porter, 
coined the term "industry clusters" for 11 closely related groups of industries excelling in 
Massachusetts which worked together to focus training needs and local economic 
development activities. These clusters included: knowledge creation, health care, 
information technology, financial services, paper and paper products, plastics, primary and 
fabricated metals, textiles, electrical and industrial machinery, and tourism.2 This report 
served as the springboard for the creation of an oversight agency and the consolidation 
initiative. 3 · 
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The State Level 

M~obs Council 

As a result of these findin~. Massachusetts in 1988 became one of the first states to pass 
legislation that established a state-level super-council to oversee its workforce development 
system. The MJC was created as a public-private partnership and was given responsibility 
for setting policy and providing oversight for over 40 employment, training, and 
employment-related education programs in the Commonwealth. Building upon the State 
Job Training Coordinating Council, the 31 members of the MJC were drawn from 
business and industry, state agencies, local service providers, education, organi7.ed labor, 
local government, and the state legislature.• 

The new system, however, still lacked cohesion. The state's economic slowdown of the 
late 1980s shifted the focus of workforce development policy to the preservation of 
programs rather than the coordination of services. The MJC faced a serious obstacle to its 
vision for consolidation: Massachusetts' worlOorce development system functioned as a 
collection of free standing programs working in isolation and often in competition with 
each other.5 

In 1991, newly elected Governor William Weld appointed Lieutenant Governor Paul 
Cellucci to chair the MJC and ensure that the employment and training needs of 
Massachusetts' worlOorce were addressed in a cohesive manner. New state legislation in 
1991 designated the MJC as the governor's principal advisory board on workforce and 
economic development. In addition, private sector representation on the council was 
increased and the mission of the MJC was redefined to include busineM and industry as a 
principal customer and partner.6 

In 1993, the MJC was designated by executive order as an HRIC and given broad policy
making and oversight responsibilities for all federal and state funded workforce 
development programs. The MJC fulfills its mandate as the governor's principal advisory 
board on workforce development through four primary activities: (1) linking workforce 
development to economic development; (2) mobilizing the private sector; (3) coordinating 
the state delivery system; and (4) serving as an impartial policy broker.7 

Department of Labor and Workforce Development 

Currently, the Department of Labor and Workforce Development has fiscal oversight for 
Massachusetts' workforce system. All federal funds, including ITPA and Wagner-Peyser, 
flow through the department to its various divisions, which include the Department of 
Employment and Training, the Division of Apprentice Training, and the Cooperation for 
Business, Work and Leaming (formerly the Bay State Skills and Industrial Services 
Program). Managerial oversight of workforce development is the responsibility of the 
MJC and career center offices at the local level; although they receive the majority of their 
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funding from the Department of Labor and Workforce Development. the MJC and career 
center offices are independent entities. 

The Local Level 

Regional Employment Boards 

Legislation in 1988 renamed PICs as Regional Employment Boards (REBs) and expanded 
their scope to include all job-related education, training, and employment service programs 
within their regiOns. Massachusetts made REBs the centerpiece of its workforce 
development reform. The 15 private sector-led REBs play active roles in their 
communities as local conveners, catalysts, and information brokers for workforce 
development. They set policy and provide oversight at the local level. The MJC provides 
the tools that will allow REBs to promote fundamental change in workforce development. 8 

A major component of workforce reform _is the leadership of the private sector in local 
decision making. By serving as local conveners of key industry, constituency, and service 
provider groups, REBs help organize the private sector in partnership with the public sector 
to meet the needs of employers and citizens. The MJC has increased the capacity of REBs 
to re-direct employment and training resour'?e5 to meet locally-identified needs of 
employers. Across the state, REBs gather employers, educators, human service, 
professional, and labor representatives to develop strategies for improving workforce 
development services in their areas. In addition, REBs bring together state agencies to 
examine options for further consolidating, coordinating, and integrating services to increase 
accessibility to customers.9 

The MJC also depends on REBs to lead their respective communities and to forge 
partnerships to implement three priorities the council has embraced to bring efficiency and 
cohesion to Massachusetts' workforce development system: (1) career centers, (2) S1W, 
and (3) welfare-to-work. 

One-Stop Career Centers 

In 1994, Massachusetts was awarded an $11.6 million grant from the DOL to consolidate 
all employment and training services into a statewide network of customer-driven, 
performance-based career centers. REBs select and charter center operators through a 
competitive process; eligible bidders include public agencies, community colleges, not-for
profit organizations, and for-profit companies. Charters are awarded for a two- to three
year period, with renewal based on performance. REBs cannot directly operate centers 
since they select operators and oversee their results.10 As more career centers open and 
move from grant projects to established programs, they will fall under the jurisdiction of 
the Department of Labor and Workforce Development. This will eliminate the division 
between managerial and fiscal oversight that is part of the current system.11 
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Career centers are chartered to provide employers and job seekers with universal access to 
publicly-funded core services, emphasizing job screening, job matching, and job 
placement Career centers also offer fee-based services which are more intensive and 
customimd to the needs of individual job seekers and employers. Fees may be paid by job 
seekers, employers, unions, or by federal, state, or philanthropic sources. Operators are 
encouraged to be entrepreneurial and to create a variety of intensive fee-based services that 
meet customer needs and build on market opportunities in their region.12 

In the near future, the vision is for all customers to have a choice of centers in each region. 
The system focus is on continuous iniprovement by gauging customer satisfaction. 
Customer choice will drive funding decisions; career centers with a high number of 
satisfied customers will be rewarded. 

Key Issues 

STW 

In 1993, MJC instituted a SIW initiative to link education, worldorce development, and 
economic development and to ensure that public and private funds strengthen the economy 
and communities. Massachusetts received a federal S'IW implementation grant in October 
1994 for $37.5 million over a five-year period. The money is dispersed in three waves, 
ending in the year 2000.13 

· 

The goal is to create a new kind of high school which better serves the needs of non-college 
bound students and of private industry. While the MJC co-directs the overall program at 
the state level with the Massachusetts Department of Education and ultimately evaluates the 
program's effectiveness, S'IW's success depends on local school districts and REBs. 

REBs identify industry groups and involve as many as possible. Industries are selected 
based on the job and potential career opportunities they offer to students and their 
willingness to commit to the program. Schools also need to commit to establishing 
permanent support personnel and encouraging students to take advantage of the available 
services. :Each school district in the state is included in one of 41 partnerships; all have 
received planning grants of $50,000. 

Boston, the state's leader in SIW, initiated its program in 1991 with a $1 million grant 
from the OOL. It implemented the Boston Compact, an initiative in which firms provide 
job opportunities in return for measurable school improvements; Project Pro-Tech, a youth 
apprenticeship model which is a collaboration between several of the city's high schools 
and its major teaching high schools; and a private sector summer jobs project 14 Boston 
has made the most progress, serving over half its high school students through these 
situations. Lowell, Worchester, and Brock.ton have fully committed to developing S1W 
curriculums as well. 
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The STW Model 

Massachusetts' S'IW model addresses four major areas of concern to educators and policy 
makers: (1) the curriculum, (2) on-the-job activities, (3) connecting services and activities 
between schools and firms, and (4) serving at-risk students. 

The first concern is that the process involves altering schedules and integrating academic 
and technological learning into a cohesive program. This responsibility lies with the 
individual districts and teachers. Academic programs need to be linked to the private sector 
so that students can see the relevance of their studies and enhance their work experience. 

The second important aspect is that juniors and seniors gain experience in the workforce 
through apprenticeship internships. High school juniors can rotate through various 
departments, are supervised, and paid for their work. This takes place after school, on 
vacation breaks, and during the summer. In Boston alone, more than 2,000 students 
participate with 125 companies. 

The third concern is that the government actively connects activities between employers 
and students. Each REB has a team devoted to linking firms with schools. They will help 
determine which industries need workers now and in the future, discover small businesses 
excited about S'IW opportunities, and forge actual links between those industries and 
schools. In 1997, the state allocated $500,000 to these "connectors"; next year it is 
expected to triple to $1.5 million. Part of the money helps individual high schools hire job 
coaches to facilitate students' entry into the firms, recruit new firms, and ensure firms 
remain involved in the process. Since half the jobs come from smaller businesses, it is 
very important that coaches stay in contact with firms as well as students. 

STW Performance Measures 

The program's performance will be measured in three areas: (1) performance of students, 
(2) responsiveness of schools, and (3) involvement of the private sector. Although 
students are tracked after graduation to see if they are able to find employment, it is too 
soon to determine S'IW's overall effectiveness. Students involved in the program in 
Brighton High School in Boston showed an increase in grades and attendance but not in 
standardized test scores. Schools can be measured according to a variety of benchmarks. 
For example, are they altering their schedules and curriculum? Are they employing job 
coaches? Finally, the private sector's involvement also needs to be tracked; the number of 
firms and students participating in connector activities and the number in each industry 
cluster are all important measures of S'IW's success. 

The Future of STW 

S1W cannot succeed without the support of individual school districts, superintendents, 
and teachers. In order to serve students well, hundreds of firms need to be involved. This 
requires both creativity on the part of REBs and a body of connecting activities and 
personnel. In the long run, it may be beneficial that federal funding will end in 2000. 
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While federal and state funds should be considered the catalysts of change, the final 
commitment must come from schools themselves.15 They must make fundamental -
changes in the way students learn, especially those not be.ading to a four-year college. 

Welfare-to-Work 

Massachusetts welfare reform legislation was signed into law by Governor Weld in 
February 1995. Under this law, able-bodied people on welfare with school-aged children 
have 60 days to begin working 20 hours per week in a job or doing community service. 
-Welfare recipients also face a two-year time limit on benefits. 

The legislation directed the MIC to develop a strategic plan for key employment-related 
components of welfare reform. As the coordinator of state service delivery, the MJC is 
responsible for ensuring that all applicable workforce development funds are maximiz.ed to 
secure broad-based private sector participation in the hiring of welfare recipients. In 
addition, the MIC advises the governor on the implications of the state budgeting pr~ 
on welfare-to-wolk, and recommends how state and federal resources, including potential 
block-grant funds, should be used to transition former recipients into the workforce.16 

Massachusetts also instituted a new statewide program, Skills Plus, that has successfully 
moved some welfare recipients to work. Skills Plus is a voucher program that allows 
welfare recipients to take advantage of short-term training to speed their transition into the 
workforce. Clients receive a voucher for up to $600 to pay for a maximum of 28 days of 
training in a state-approved course of their choice. The Division of Employment and 
Training allocates funds and approves and pays vendors. The 27 local offices that issue 
vouchers and track enrollees' progress have the flexibility to work with vendors to 
customire training for individuals requirin·g specific job skills. After one year, the program 
showed a~ rate of 70percent17 

The new welfare law has also created problems. Recent studies have shown that 10,000 
Massachusetts families left the welfare rolls in 1996, but many did not move into jobs. 
Some reasons for exit other than for employment include: having unearned income, 
moving out of state, having an absent parent return, or planning to reapply. Officials are 
afraid that some of those leaving welfare are moving back into bad situations, but they have 
limited information on how former clients are supporting their fami1ies.18 

Incumbent Workers 

During FY 1995, the MIC directed nearly 20 percent of its state resources toward 
employers seeking to upgrade skills of their current workers. Over $37 5,000 was available 
to employers through matching grants applied for by REBs. The MIC offered grants with 
the assistance of funds from the Department of Labor and Workforce Development 19 1be 
legislature also provided appropriations for the Tactical Training Initiative, which is 
operated by the DEfS and the Corporation for Business, Wo~ and Learning sponsored 
programs.:!> 
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Employer Engagement 

In 1995, Massachusetts experimented with financial incentives to employers with the use 
of the Full Employment Program. To encourage participation, companies who hired 
welfare recipients were paid $1 per hour of their employment. However, the program was 
not very successful; employers wanted employees without labels, and those hired were 
typically not job-ready. Employers said that financial incentives were not worth the cost of 
additional paperwork and administration of separate payrolls. They would rather the state 
provide training. 21 

Performance Measures 

Current performance measures for workforce services primarily strive to meet federal 
reporting requirements of the various programs offered in career centers. Each funding 
stream has its own performance criteria, and career centers abide by and meet these 
standards.zz However, not all performance measures are attached to rewards or sanctions, 
and they do not serve as the overall driving force behind the system. While centers meet 
the participation requirements of the categorically funded programs, there is not a true 
measure of outcome in place. 

Future Outlook 

In his newly released state budget for FY 1998, Governor Weld laid out two initiatives for 
the Department of Labor and Workforce Development, which has responsibility for the 
MJC, career centers, the Corporation for Business, Work, and Learning, and the Division 
of Employment and Training. First, the governor recommended a funding increase of $9 
million for the department to increase career centers from seven to 19. In addition, he 
recommended that the department should complete the administrative consolidation of 
JTP A so that the Corporation for Business, Work, and Learning administers the entire 
program. Currently, ITPA is administered through the Division of Employment and 
Training as well as the Corporation. Finally, the governor recommended transferring 
operational funds for STW to a new account at the Department of Education.Z3 

Massachusetts has confronted resistance in the consolidation of its workforce development 
programs. State employee dislocation is a major concern for those working within the old 
system. The MJC has made efforts to absorb employees who face job loss by providing 
opportunities for them to interview for positions in a new department Career centers face 
problems when the various services they provide fall under different regulations and 
categorical funding streams. 24 

The state recognizes that certain issues must be resolved before consolidation can continue. 
First, it is crucial that the funding stream be understood and specifically structured before 
consolidating services and opening career centers. In addition, high-level players must be 
involved in all such discussions. All parties need to understand and share a clear vision of 
the new system with at least one person or entity empowered to enforce implementation. 
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REBs need to maintain constant contact with the state Department of Labor and Workforce 
Development to determine waivers and eligibility requirements for their clients. It is also 
key that reporting requirements are fully understood and met. 2S 

However, support for the career center initiative varies, and conditions for reform of the 
workforce development system are less than ideal. Constant battles over funding and 
structure turf are taking place within the administration, the legislature, and among the 
many groups touched by the system. Even David Osborne, author of Reinventing 
Government, has threatened to resign as chairman of the career center initiative if his 
blueprint is compromised. l6 In the absence of federal workforce reform, Massachusetts' 
system remains a categorical maze. While there are lessons to be learned from 
Massachusetts' experience, it is clear that the state is still learning how to run a successful 
system. 
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Appendix D. Michigan 

Vivita Rozenbergs and Marvin R. McNeese, Jr. 

Michigan has been at the forefront of state initiatives restructuring the way workforce 
development services are provided to its residents and employers. Since 1991, Governor 
John Engler has reshaped the workforce development system as part of his efforts to 
streamline Michigan state government. Having logged 20 years in the state legislature, 
Engler was already intensely involved in efforts to increase government efficiency and 
desired to reshape the executive branch of state government to increase accountability and 
save taxpayers dollars. Engler believes workforce development is economic development 
and both must be linked. 

In March 1993, Engler created the Michigan Jobs Commission (MIC) as an umbrella 
agency that unites all the state's job-training and economic-development efforts into one 
state department. Initially, more than $400 million of programs were consolidated; every 
year since, more programs have been shifted to the MJC, including Work First and S1W.1 

Most recently, the responsibilities for UI and ES were added to the department's core 
functions.2 Local workforce development boards in each of Michigan's 26 SDAs will be 
responsible for these programs and are prohibited from directly delivering services. 
Michigan has a clear vision of a ''no-wrong-door'' (NWD) system that is to expand service 
delivery to every community and customer by July 1, 1997. 

Texas could learn from Michigan's focus on whom they define as the true customers of 
workforce development system-workers and job providers, and from how it tailors local 
programs to meet both their needs. 

Background for Workforce Reform 

State Leadership and Governance Structure 

Michigan is a strong governor state that currently has a majority Democratic house and a 
majority Republican senate. The executive branch constitutes a cabinet-style of 
government, and the governor appoints the heads of the principal departments except for an 
appointment of the superintendent of public instruction by the elected state board of 
education. There are 18 principal state departments after recent departmental restructuring. 

Governor Engler has used executive restructuring orders more extensively than any 
previous governor.3 During the period spanning his first tenn and the first year of his 
second term (1991-1995), Engler issued more than 50 executive orders considered 
necessary to achieve efficient administration.4 By January 1997, the numbers were 
impressive: 4,300 fewer state employees than when Governor Engler took office in 1991; 
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2,000 fewer state rules and regulations; the transformation of a $1.8 billion budget deficit 
into a billion-dollar surplus;5 21 tax cuts saving Michigan taxpayers more than $6.5 billion 
and helping Michigan companies create more than 500,000 jobs.6 

Early Reform Efforts 

Governor Engler's approach for developing a comprehensive workforce development 
system in Michigan is very different from that of his predecessor, Democratic Governor 
James Blanchard. In the late 1980s, Governor Blanchard initiated a job training program 
called the Michigan Opportunity System. Every Michigan resident would have a set 
amount in credits to spend for job retraining. These credits would be stored on an 
"opportunity card" similar to a computer banking card. The program would help a person 
looking for retraining target the right goals and cut the paperwork and red tape to some 50 
different job training programs and services of nine state departments. It was anticipated 
that the system could eventually be used to offer other state services, such as UI or welfare 
payments.7 

When Engler came to power in 1991, he hired Doug Rothwell and Doug Stites to develop 
a new structure for a state-level department that would oversee both workforce and 
economic development The MJC was created by executive order 1993-2 as a temporary 
agency with a life of no more than two years from March 1, 1993. Rothwell became the 
MJC director and CEO, and Stites its chief operating officer. Subsequent executive orders 
transferred existing economic and workforce development responsibilities from other 
agencies to the MJC. Effective February 1995, the temporary status of the MJC was 
removed with executive order 1994-26 establishing it as a new principal department of 
state government. 

Other executive acts have affected Michigan's workforce development system reform. A 
1991 executive order by Governor Engler abolished the Michigan Employment Security 
Commission's (MESC) four member business-labor body that had long time powers to 
set policy and approve major expenditures. Its duties and functions were transferred to a 
newly created Michigan Employment Security Agency (MESA), part of the MJC, and put 
under a new director of Employment Security appointed by Governor Engler. The former 
MESC commissioner challenged the legality of the executive order that vests sole power in 
a director who reports to the governor. After many years of appeals, a Michigan Supreme 
Court ruling in December 1996 upheld Governor Engler's executive order.8 

The State Level 

Michigan Jobs Commission 

The MJC' s core mission is retaining and expanding businesses, preparing Michigan 
workers for job opportunities, and business climate improvement, in partnership with local 
agencies. More than $400 million in programs from seven state agencies were moved into 
the MJC. Executive order 1994-26 initially transferred the oversight of 35 economic 
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development and workforce training and education programs from the Departments of 
Education, Social Services, Commerce, Labor, Corrections, Mental Health, and 
Employment Security to the MJC.9 The MJC's programs include: ITPA, S1W, Work 
First, the Michigan Community Development Block Grant, and Vocational Rehabilitation, 
among many others.10 Money still flows categorically from the federal level, but local 
workforce development boards have the responsibility to plan local-level service delivery 
so that customers are able to access all major workforce development and economic 
development services with minimum confusion. 

The total recommended budget for the MJC in FY 1997 was $539.1 million, including 
$181.5 million in general funds. This reflects a general fund increase of 2.1 percent over 
FY 1996. The budget reduces $48.8 million in federal ITP A spending to reflect anticipated 
federal budget action. 11 Governor Engler and the MJC continue to advocate for federal 
block-grant funding to support training programs that would mirror the NWD system 
established for Michigan's workforce development and economic development 
programs.12 

The MJC has five units at the executive level: Administrative Services, Michigan Travel 
Services and Public Affairs, Michigan Business Ombudsman, International and National 
Business Development, and the Michigan Renaissance Fund The agency also consists of 
six operating units: Office of Workforce Development, Michigan Rehabilitation Services, 
Economic Development Job Training, Customer Assistance and Small Business Services, 
Michigan Business Development, and the Michigan Renaissance Fund. 

Governor's Workforce Commission 

The Governor's Workforce Commission (GWC) was created by executive order 1994-26 
to advise Governor Engler and the MJC' s CEO on workforce development issues. The 
GWC serves as the HRIC in accordance with the 1992 ITPA reform amendments. As the 
principal advisory body for workforce development policy at the state level, the GWC 
comprises 20 members appointed by the governor: 5 department heads (the heads of the 
Departments of Social Services and Labor, the chief executive officer and chief operating 
officer of the MJC, and the superintendent of public schools), 4 private sector members, 3 
education, 3 labor, 1 community-based organization, and 4 other members-at-large. Local 
workforce development boards create comprehensive workforce development plans based 
upon policies developed by the owe, which are reviewed and then approved by the 
governor. 

Other Workforce Development and Economic Development Programs 

Considering the MJC's broad mandate, a number of state programs have been launched to 
promote business retention, improve worker preparedness, and stimulate Michigan's 
business climate. For example, the Economic Development Job Training Program makes 
grants directly available to schools and training institutions, public and non-profit, that 
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work closely with businesses to train or retrain people and create new jobs.13 1be program 
is financed with state funds of $34 million in FY 1997. 

Another program, Tax-Free Renaissance Zones, is meant to attract and spur economic 
activity in ''blighted. desolate and condemned" areas throughout the state. Initiatro as a 
pilot program, it will test the notion that reduced taxes, for both residents and businesses, 
will bring economic development.14 Eleven tax-free zones are already established, where 
the city and state would waive all state and local taxes, except sales taxes, for all I'eSdential, 
industrial, and commercial property owners in the zone. Michigan is the first and only 
state in the nation to establish "renaissance zones" that will not collect any state or local 
taxes for up to 15 years.15 

The guiding principle is clear in Michigan-workforce development is economic 
development. This is to ensure that Michigan's workers and businesses can compete 
globally. 

The Local Level 

Local Workforce Development Boards 

Adapted from PICs, local workforce development boards (WDB) were first established on 
January 1, 1996. The local chief elected official appoints all members of the WDB. 
WDBs are composed of up to 70 percent private sector employers who are leaders in the 
local area and have a vested interest in a workforce development system.16 Other board 
members represent organized labor, community-based organiz.ations, education, state 
agencies, and economic development agencies. WDBs focus on identifying private sector 
demand; forging strategic partnerships with businesses, universities, and community 
colleges; analyzing the workforce development system; and creating a NWD system 
locally. u Responsible for redesigning the state's workforce development system, local 
WDBs are building the system from the bottom up. 

The WDB and the local chief elected official are responsible for strategic and operational 
planning and implementation of the workforce development system. This authority is 
exercised through the development of the Comprehensive Workforce Development Plan 
(CWDP). The CWDP is a broad plan developed by each local WDB that reflects the 
needs of the local labor market and specifies how services will meet customer needs.18 

Once reviewed by the GWC and certified by the governor, the CWDP is binding and all 
state agencies administering workforce development programs are to base their fiscal year 
plans on the local CWDPs. 

Design of Service Delivery 

It is the responsibility of the WDB to further develop and coordinate an integrated NWD 
career development system in each of Michigan's 26 SDAs. Rather than a true one-stop 
system in which all services and staff are located in one building, the NWD approach is 
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more flexible and adaptable to local community conditions. The NWD system is a 
universal system that will provide basic services to all employers and job seekers, 
including people with disabilities and the disadvantaged. 

WDBs have begun implementing the NWD system, which should be fully operational by 
July 1, 1997. At a minimum, the programs to be included into local NWD systems are: 
JTP A, ES, UI, Work First, Michigan Rehabilitation Services, Economic Development 
Training Grants, Veterans Employment Service, Senior Community Service Employment, 
STW, apprenticeship and related components, Adult Education, and Secondary and/or 
Post-secondary Vocational Training. 

The authority of the WDB over programs can be described as a three-tier system.19 Tier I 
refers to programs under the direet control and funding of the WDB: JTPA, Work First, 
and S1W. TierII programs are under the planning authority of the WDB: Vocational 
Rehabilitation, Vocational Education, Adult Education, UI, Wagner-Peyser Employment . 
Service, and Senior Community Employment Program. Tier ill includes other workforce 
development programs that affect systems development: non-federally funded, state
administered programs such as local K-12 education, and other programs which affect 
education, business, unions, and community-based organizations. While the WDB does 
not have direct influence on Tier ID programs, it is precisely this area in which board 
members are expected to exert a leadership role in shaping programs to promote an 
integrated workforce development system. 

Program funding still flows as specified in applicable federal laws. If certain changes 
occur in those laws, the funding will flow in accordance with the three-tier system. The 
WDB will be fiscally responsible and accountable for the management of all Tier I funds, 
since it will be the designated grant recipient of all state and federal programs available for 
local service delivery. The WDB will designate the grant recipients of some Tier Il 
programs, while having no formal effect on funds of Tier ID programs.~ Such 
designation will require the WDB to be accountable and responsible for all funds, 
expenditmes, and related activities.21 

All job training services will be contracted out by the local WDB to service providers, 
referred to as program partners, effective July l, 1997. Since 1987, the Michigan Works! 
agency has been the principal service provider in all 26 JTP A SDAs. Each Michigan 
Works! agency had a different name until 1995, when all SDAs decided to adopt 
'"Michigan Works!" as a common identifier for the entire workforce development system. 
Agencies are still known by their namesake, but all have added the '"Michigan Works!" 
logo, so those seeking services will know who to tum to for help, wherever they are in the 
state. In addition to JTP A services, Michigan Works! agencies operate Work First, funded 
by federal legislation and the new Welfcµe Reform Act. 22 To meet the changing needs of 
service delivery, new private-public partnerships are delivering programs to meet the 
unique needs of each community, which together are referred to as the Michigan Works! 
system. 
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Conceptually, the NWD system can be a composite of different models, where agencies 
are actually physically located in the same building and/or are electronically linked to 
facilitate customers' ability to access to all major workforce development and economic 
development services through a single point of entry.23 Therefore, customers could choose 
between a central one-stop center, smaller satellite location, and/or kiosks, yet have access 
to similar basic services. Basic services would include: 

1. self-service resources and infonnation on labor markets, job search, occupational 
training, and course/program descriptions; 

2. common intake that suffices ES registration, as well as providing the beginning of 
data collection for programs such as JTP A, Michigan Rehabilitation Services, or 
Work First; 

3. immediate transition from filing a UI claim to common program intake; 

4. job matching/referral service via ES; and 

5. assistance to acquire job search skills.24 

Employers would receive infonnation about finding qualified workers, identifying training 
needs and developing training plans, business retention and expansion, and employee 
upgrading. It is important that the system be staffed with individuals who view themselves 
as "systems" employees not respective "program" employees, to present a more seamless 
delivery. 

Key Issues 

MESA Transition 

Currently, ES and UI are administered by 2,200 state employees of the MESA in state and 
local offices. The goal is to integrate these services with those of the workforce 
development system, especially on the local level. Michigan plans to achieve this goal in 
two stages. The first stage involved integrating the MESC into the MJC. The second stage 
involves incorporating the administration and delivery of the services into the system on 
the local level. 

In order to accomplish the second stage, Michigan has hired a consultant to conduct a study 
of the MESA Specifically, the study is to look at the structure of the MESA, how it 
carries out its mission, and how it helps employers find workers and unemployed workers 
find jobs. The results of the study, expected in June 1997, will be combined with the 
operational experience of the former director, F. Robert Edwards, in guiding the continuing 
transition. Edwards is operating as a special assistant to MJC CEO Rothwell.25 
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STW 

The MJC administers the state's S1W initiatives. Having received an implementation 
grant in 1994, the state developed 44 regional/local partnerships which operated under the 
guidance of local councils. With the establishment of local workforce development boards, 
partnerships were transitioned into the 26 SDAs in October 1996, and are now governed 
by the WDB. In some cases, the existing partnership functions as an advisory committee 
to the boards. 26 The state provides federal implementation money to local WDBs based 
on state-approved plans and approved stakeholder involvement Local WDBs must locally 
match money provided under the federal grant 

In Michigan, S1W is both a philosophy and a program: ''The philosophy holds that young 
people need to acquire knowledge, skills, and abilities to make a smooth transition from 
school to career-oriented employment, further education, or training. The program is an 
active effort to put that philosophy into practice." XI Successful SlW practices in Michigan 
have established ten trade academies and registered apprenticeship programs to help 
students better understand their career options. The restructuring of secondary occupation 
programs requires local schools to reorganize their occupational programs and upgrade 
their curriculum with the assistance of business and industry representatives. The 
Michigan Occupational Information System helps people choose careers by providing 
career development information. In January 1997, legislation was approved for a Youth 
Apprenticeship Tax Credit, crediting employers for part of the salary, fringe benefits, and 
other payroll expenses for those willing to provide registered youth apprenticeships for 
high school students. 

Employer Engagement 

Michigan believes that businesses need services that enable them to compete and expand. 
Therefore, Michigan's primary strategy is to put workforce development in the same 
system with business-related services. The MJC is charged not only with the objective of 
preparing Michigan's workers for employment opportunities, but also with working with 
existing Michigan businesses to retain and expand jobs and with improving Michigan's 
overall business climate. 28 

Michigan's secondary strategy is to give businesses authority to tailor the system to their 
needs. 1bis is done through the direct control, planning authority, and influence of the local 
WDB and through the majority of its business representation. Business authority is 
heightened by the WDBs having private staff who are barred from the actual provision of 
services.29 This keeps WDB members from having staff with split loyalties. Continual 
program training legitimizes the authority of WDB business representatives. It equips 
them to combat the sentiment that business representatives do not have the technical 
expertise necessary to administer the workforce development system. 

The last strategy is to recruit top business leaders who are the "leaders' leader." WDB 
business representatives represent key industries and employers in each region. That 
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leadership can convince other business leaders to t.ake part in the system or lme them into 
the system~ · 

WDB Liability 

Most federal legislation specifies that for an administrative entity to receive program funds, 
the entity must be able to repay any misspent or misallocated monies from non-federal, 
locally generated funds. Since WDBs do not generate any funds, this is a formidable 
barrier to the recipiency of federal funds. 

In general, only local units of government, such as counties, school districts, cities, and 
towns, administer federal programs and generate their own funds. WDBs have no formal 
link to these entities. The WDB members are appointed by local elected officials. In cases 
where the local units had been receiving and administering funds of world"orce 
development programs, the local officials were reluctant to release administrative control 
over to the WDBs.3> The officials did not want to pay for mistakes they did not make. 
Michigan is working with the U.S. Congress to address this issue. 
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Appendix E. North Carolina 

Russell G. Jones, Elise Gould, and Julia A. Massimino 

North Carolina has been considered a leading state in workforce development because it 
was the first state to establish an HRIC, and it was one of the few states to receive both 
federal one-stop and S1W implementation grants.1 However, North Carolina has yet to 
develop an integrated workforce system at the state or local level. Although consolidation 
of workforce programs under a single agency at the state level was recommended by the 
state auditor in October 1996, and by the Joint Legislative Study Commission on Job 
Training Programs in January 1997, such consolidation has been slow in the absence of 
federal workforce reform. Similarly, cost sharing issues, which have inhibited the 
implementation of one-stops at the local level, will not likely be resolved until federal funds 
are block-granted. 

Background on Workforce Reform 

State Leadership and Governance Structure 

North Carolina's state governance structure is very similar to that of Texas. The governor 
can serve two four-year terms, but he has little power compared to the legislature. Prior to 
a state referendum in 1996, North Carolina's governor was the only governor in the nation 
without any veto power. As in Texas, he has the power to appoint boards and 
commissions. The legislative branch of the state government, the general assembly, is 
divided into a 50-member senate and a 120-member house whose members are elected 
biennially. Currently, North Carolina has a Democratic governor, James Hunt, a majority
Republican house, and a Democratic-controlled Senate. Both of the state's U.S. Senators 
are Republicans, and eight of its 12 members of the U.S. House of Representatives are 
Republicans. 

Early Reform Efforts 

The Governor's Commission on Workforce Preparedness (CWP) was created in 1990 as 
an ad hoc group to make recommendations to the governor on workforce development 
policy. In January 1992, Governor James Martin formally established the CWP with 
executive order 159. The CWP consisted of members of the North Carolina Advisory 
Council on Vocational and Applied Technical Education and of the Job Training 
Coordinating Council. Although federal law required that these entities remain separate, 
the governor saw it necessary to create a line of communication between them. In July 
1993, amendments to the ITP A made it possible for states to create HRICs with certain 
stipulations. The CWP became North Carolina's HRIC through executive order 4, signed 
by Governor Martin's successor, Governor Hunt. 
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The current CWP has a 40-member board, with representatives from the private sector, 
workforce development programs, organized labor, community organizations, and 
education agencies. It is the governor's primary policy evaluation and oversight 
commission for workforce development; its goal is to make the workforce system more 
integrated, market-driven, and customer-focused. 

In 1995, the North Carolina general assembly created the Joint Legislative Study 
Commission on Job Training Programs to study the feasibility of eliminating or 
consolidating duplicative, inefficient, or ineffective programs. This entity released its initial 
findings in a report issued in January 1997; the report echoed the auditor's 
recommendation that federal and state workforce development efforts be consolidated 
under a single entity. In addition to the Joint Legislative Study, the general assembly also 
created the North Carolina Progress Board in 1995 to study broad issues effecting the well
being of its citizens. Eight areas are addressed including education and workforce 
development This board consists of 14 bipartisan members and is the successor of the 
commission for a Competitive North Carolina, an earlier legislative study body. 

The State Level 

In North Carolina, there are 49 vocational and technical education and job training 
programs administered by eight state agencies.2 These agencies are the Department of 
Administration, Department of Commerce, Department of Community Colleges (DCC), 
Department of Corrections, Department of Human Resources (DHR), Department of 
Labor, Department of Public Instruction (DPI), and the Employment Security 
Commission (ESC). Expenditures for these programs in FY 1994-95 totaled almost $800 
million, with three agencies, DCC, DHR, and DPI, controlling 90 percent of the funds.3 

Neither the commission nor any of the state agencies has direct authority for all programs. 
According to the state auditor's report, North Carolina needs a coordinated workforce 
development system to increase the system's effectiveness and accountability.4 The report 
recommended that consolidation lead to the creation of an independent agency that would 
serve as an umbrella organization for all agencies involved in workforce development At 
a minimum, such an agency would include the CWP, the ESC, the Division of 
Employment and Training, Work First, FS E&T, Job Corps Outreach and Recruitment, 
and the Division of Vocational Rehabilitation. Other agencies would work closely with the 
consolidated agency. 

At present, the workforce development programs in North Carolina are not integrated at the 
state level. Funds flow as they always have, by program in categorical grants, with the 
CWP providing review and input on state and local programs. Although it has been given 
oversight functions, the CWP does not seem to have much authority in programming. 
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The Local Level 

Workforce Development Boards 

The local entities in charge of coordinating workforce development are workforce 
development boards (WDBs) created from PICs by executive order 90. 5 There are 25 
local boards, one in each JfP A SDA 6 WDBs cover regions of various sizes: some 
include only one county, while the largest board encompasses 10 counties. The boards are 
comprised of representatives from the private sector and from various state agencies 
involved in workforce development, including the DPI, the DCC, the Department of Social 
Services (DSS), the ESC, and the DHR. Other members represent the chambers of 
commerce, community action agencies, and organiz.ed labor. At least 51 percent of each 
board's members must be from the private sector. 7 The members ofWDBs are appointed 
by the top-ranking elected official in the area, which in many cases is the county 
commissioner. 8 

Although WDBs bring together representatives from several different state agencies, they 
have only limited control over the allocation of resources at the local level. Currently, the 
only funds that pass through WDBs are ITPA funds and one-stop grants.9 The remaining 
funds for vocational education and training are distributed from the state level directly to a 
diverse range of entities at the local level. For example, funds for the local community 
colleges are distributed by the North Carolina College System Office, not by the local 
WDB .10 Thus, although the executive order that created WDBs gave them authority over 
all programs in their geographic area, the presence of state agency offices, the continuation 
of categorical funding, and the failure of the executive order to require all funds to pass 
through WDBs have limited their ability to exercise that authority.11 Giving WDBs control 
over funding in addition to ITP A money is currently under consideration; at present, JfP A 
money still funds the operation ofWDBs. This would be the first step toward creating an 
independent local agency with broad jurisdiction over workforce development programs.12 

WDBs do have broader responsibility than PICs that preceded them, largely with regard to 
one-stop centers. WDBs oversee the implementation of one-stop centers, and have the 
authority to develop chartering criteria, though they don't have control over all programs in 
one-stop centers.13 WDBs also are becoming more active with STW activities, and there 
has been some discussion of giving them oversight for Work First as well.14 WDBs are 
trying to become more customer-oriented with regard to both employers and participants in 
workforce programs. For example, the WDB in Region D, which covers Alleghany, 
Ashe, A very, Mitchell, Watauga, Wilkes, and Yancey counties, holds focus groups with 
participants; it also plans to assess the needs of employers through a survey. 

To prepare WDBs' members for their new responsibilities, the CWP has provided them 
with training and technical assistance. In addition to sponsoring regional meetings and 
WDB training, the state is paying for facilitators to work with WDBs and one-stop center 
teams for up to four days a year on issues related to one-stop career centers. The boards 
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decide what kind of ~istance they want from their technical aMistance providers. Some 
discussions have focused on the broader role of WDBs and their relationships with service 
providers. For example, WDBs have been encouraged to make JTP A a subcommittee and 
to focus on larger issues. 15 Training contractors also have provided on-site assistance to 
WDBs that received initial one-stop implementation grants to help them develop chartering 
standards specific to their local one-stop centers.16 

One-Stop Career Centers 

The establishment of one-stop career centers has been one of the primary goals of the 
CWP. In 1995, North Carolina received a $3.8 million federal grant to plan and impJement 
a statewide system of one-stops.17 IDtimately, there will be at least one one-stop center in 
each of 26 SDAs.11 Eight of the SDAs initially received grants to implement one-stop 
centers, while the other 17 received planning grants.19 At least one center in each of the 
areas with implementati.on grant funding has been operational since January 31, 1997.'.!l 
Recently, seven more regions received implementation grants.21 

The purpose of the one-stop is to enable workers and employers to access all employment 
and training programs in a single location; workers from any background, whether they 
have a Ph.D. or a GED, can find information about jobs, careers and training options. In 
one-stops that are already operational, staff from state agencies involved in worldorce 
development work together to serve clients. 22 In so doing, they are able to provide more 
efficient services and reduce program duplication. 23 The centers also enable busin~ to 
find well-qualified workers more easily, and may therefore attract employers to North 
Carolina and encourage economic growth and development 24 

One-stops eventually will bring together representatives from as many agencies and 
programs involved in human resource development as possible: the ES, community 
colleges, the DSS, JTPA, and community-based organi:iations. Currently, the Division of 
Vocational Rehabilitation, the state Department of Labor (for JTP A), the DSS (for Work 
First), and the ESC are required to be located in centers. One-stops must also have a 
strong link with community colleges.25 There is no provision for staff representatives from 
JobReady councils, the local S1W boards. 26 

One-stops coordinate job search and placement services with local ESC offices, 
community colleges, and JTP A staff. They work primarily with community colleges for 
skills and human resource development training, and with community-based organi:zations 
to place adults in on-the-job training, according to JTP A Title II-A. One-stops also 
contract with public school systems to provide summer youth employment and training 
programs.77 

One-stops are managed by a team of representatives from state and local agencies. For 
example, the chartered one-stop in Region D is managed by representatives from the DSS, 
ITPA, the state Department of Labor, and the ESC.2ll The management team reports to the 
WDB. The agencies select these representatives; often, they are directors of state agencies 
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and programs in that area. The management team makes decisions about hiring and firing, 
with final approval from the WDB.29 Otherwise, one-stops are fairly independent of 
WDBs. After one-stops are chartered, they only report to their WDB periodically to 
update the board on their services. 3l 

Ultimately, the goal is to integrate the one-stop staff into a team with a comprehensive, 
integrated approach to meeting the needs of workers and employers. For example, in the 
Mountain Area SDA, a cent.er has been partially open since September. The services 
currently offered include job placement and assessment, a job club, computer resume 
packages, phones and copiers, and staff who can provide assistance. When a client comes 
in, she completes an application that indicates whether she needs case management or 
support services. If she does not need case management, she can help herself to computers 
and consult with ESC staff about job opportunities. For those who need case 
management, representatives from JTP A, the DSS, and the Division of Vocational 
Rehabilitation at the OHR are available. In this way, one-stops can provide universal 
acceS8 while ensuring that those who need more speciali7.ed attention receive it 31 

One-stop centers also are trying to facilitate unified interaction with local employers. For 
example, agency representatives coordinate their efforts so that they do not all visit the 
same employer. Similarly, if employers want someone for on-the-job training, or if they 
want to receive specialized training from a community college, they can contact anyone in 
the center.32 · 

However, staff are not yet part of an integrated, coherent team. Rather, they are co-located. 
In rural areas, co-location is not yet possible; these agencies will have to start out with 
electronic coordination. The biggest obstacle to consolidation is the lack of revenue 
sharing. Currently, each program continues to receive separate funding. The move to 
consolidate funds in North Carolina seems to have lost its momenmm once federal block
grant proposals were abandoned last year.13 The extent to which revenue-sharing is taking 
place is evidenced by Region D's chartered one-stop, which was one of the first to begin 
operation in December 1995. This center has all of the requisite representatives, as well as 
people from community colleges and community action groups. However, the only cost
sharing with regard to staff resources occurs in the intake process. When clients enter the 
center, they meet with staff to discuss their needs and interests, and are referred to specific 
agency representatives to discuss their options further. Intake services are provided by all 
agency staff on a rotating basis; cross-training ensures that intake staff are familiar with 
services provided by other agencies. However, cross-training is apparently limited by 
program requirements, and all staff are still accountable to the agency for which they 
work.34 

Other obstacles to success have been noted as well. These include the following: 

1. Agencies continue to run their local branches rather than relocate all of their services 
into one-stops because of b.lrf issues. 

139 



2. Common intake, eligibility, and data management issues have yet to be resolved. 

3. Cross-agency performance measures have not yet been developed. 35 

The Office of the State Auditor recommended that the CWP "work toward the 
development of a single, combined delivery system that pools all resources from multiple 
fund sources" in order to reduce administrative costs, make it easier to measure the cost of 
providing services to customers, and better serve workers and employers. 36 Although 
consolidation is being disc~ it has not happened yet A policy on cost-sharing has 
been developed at the state level, but it is not likely that this policy will be implemented 
until federal funding is block-granted. State agencies that are not flexible have created 
barriers to resource sharing at the local level, causing the consolidation process to move 
very slowly.37 

Key Issues 

STW 

STW is the other major workforce initiative in North Carolina. S1W initiatives are 
intended to "ensure that educational experiences are relevant to modem workplace 
demands and that our youths are prepared to meet the challenges of today's high 
performance workplaces."38 They serve both students and employers by preparing 
students for meaningful careers and by providing the area's employers with a more highly 
skilled workforce. In October 1995, North Carolina received a $5 million federcll S'IW 
implementation grant that was increased to $10 million during the next fiscal year. Over a 
five-year period, North Carolina expects to receive a total of $30 million in such grants.~ 

There are 71 local S1W partnerships, or JobReady councils, in North Carolina. 
Partnerships must be at least county-wide and include at least one community college. At 
present, 94 percent of counties in North Carolina are covered by a partnership.«> They also 
must have a governing or advisory committee comprised of educators from high schools, 
community colleges, and four-year colleges; business people; and other interested citiz.ens. 
Membership is subject to the approval of the local workforce board. 41 

The governing body of these partnerships varies across the state. In Charlotte, the 
JobReady Council is a committee of the WDB. In Transylvania County, the JobReady 
Council is administered by, and receives funding through, the public school In Ashvil1e, 
the council is under the chamber of commerce. 42 Regardless of their administrative form, 
all councils receive funding from the CWP."3 

One of the primary purposes of S1W is to bring together employers and educators. In 
some regions, however, partnerships between educators and employers existed prior to the 
availability of S1W funds. Those partnerships emerged out of the national TechPrep 
program, which was developed six years ago to encourage non.,;ollege-bound high school 
students to pursue a rigorous curriculum in preparation for technical careers. TechPrep 
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continues to be a significant component of STW efforts, but whereas that program leads to 
an associate' s degree at a community college, STW expands the concept of work-relevant 
education to include all students, including those who will attend a four-year university as 
well as those who will not pursue post-secondary education.44 

There is also an effort to link STW activities with one-stops. A WDB member or staff
person must participate in the JobReady council,45 and any request for federal STW 
funding must be approved by the WDB chairperson.46 This relationship serves to tie youth 
and adult workforce development efforts together and to ensure that there is no duplication 
of services. For the most part, however, these two organizations do not have much 
contact, and most STW funds flow from the CWP to the councils without passing through 
WDBs.47 

Because STW efforts are new, it is difficult to determine whether the program will be 
successful TechPrep has effectively prepared students for work and for higher education, 
so one would expect STW to have similar results. Business is talking and working with 
the schools much more than in the past. Only one and a half years into the program, this 
increased cooperation has made a big difference. However, STW implementation funds 
will dry up in a few years. If STW does not achieve fundamental changes in the way 
schools operate before the grants end, its benefits may be short-lived. 48 

Employer Engagement 

At the local level, North Carolina's workforce system primarily engages employers 
through its local workforce development boards, JobReady councils, and local community 
colleges. WDBs are better able to remain abreast of employer needs because at least 51 
percent ofWDB members are from the private sector. WDBs also determine employer 
demand through surveys, and they assess the interests and needs of program participants 
through focus groups, at least in some areas. WDBs only use ITP A funds to subsidize 
training for industries in which there are jobs."9 

JobReady councils have engaged employers in many ways. In addition to serving as 
members of councils, employers have provided work-based learning experiences for 
students and teachers. Some employers also have become involved in school-based 
activities. In Cleveland County, for example, many employers come together to teach a 
semester-long course to provide students with general employability skills. Most councils 
also have developed a means to survey how satisfied employers are with their workforce. 
Some have even created a menu for employers, describing the different ways they can get 
involved.50 

Community colleges have the most experience in working with employers. In 1995, the 
general assembly designated the community college system as the principal provider of 
adult training, education, and literacy programs. The system plays a major role in 
workforce development at the local level; almost all public job training for adults is 
provided through the state's 58 community colleges.51 
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Community colleges have been a key component of the state's economic development 
efforts over the past several decades. 52 In large part, this is because schools have 
established customized training programs that support business and industry, and they 
have updated their curricula to meet the changing needs of employers.S3 There are three 
general types of customized training programs offered by the colleges: Focused Industrial 
Training, the New and Expanding Industries Program, and Occupational Continuing 
Education.54 

Focused Industrial Training is directed at smaller employers. Funding comes from the 
general assembly and totals about $3. 7 million annually. Thirty-six of the 58 colleges 
receive a certain allocation, pro-rated according to the number of manufacturers in the area; 
other schools compete for funding on a project-by-project basis.ss The New and 
Expanding Industries Program is intended to recruit new industries and retain existing 
ones. Since 1958, the state has invested more than $80,000,000 in the program and ttained 
over 300,000 people for more than 3,200 new and expanding companies. 1be money is 
appropriated to the DCC by the state legislature; no federal funding supports it. 56 About 
half of the funds are used to develop customized worker re-training to meet the needs of 
companies that might otherwise relocate to another state or country. 1be colleges compete 
with one another for funding for these projects. Last, Occupational Continuing Education 
programs are basically short-term programs that are customized to meet the retraining 
needs of industries. Clients enrolled in the program do not receive credit, and much of this 
training occurs at the place of employment. Funding comes from the general assembly to 
the DCC, which in tum allocates money to individual colleges based on the number of 
participants. Allocations for FY 1996-97 totaled $30.2 million.57 

According to one source, employers seem happy with the ability of community colleges to 
adapt to meet their needs. ss At least in part because the system has helped meet the 
demand for skilled labor in the state, a number of high-tech service industries, 
manufacturers, and other companies have relocated there. During each of the last eight 
years, the state has been among the top three states in new manufacturing plant locations. j) 

One feature that makes North Carolina's community college system unique is that it is one 
of only a few systems nationally that teaches workers the skills that a company needs at 
little or no charge to the company, whether workers are recent high school graduates or 
mid-career workers. One might question whether the state has gone too far in this regard, 
especially when the training is company- or job-specific. Employers have taken a more 
active role recently, however. While educators used to design curricula without employer 
input, increasingly partnerships are developing. Businesses also visit grade schools and 
provide plant tours to stimulate interest in their industries.(j() As required by state law, 
advisory committees comprised of employers meet four times a year to inform schools of 
industry needs in the area. 61 
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Work First 

A substantial effort is underway to place welfare recipients in jobs in North Carolina. Prior 
to federal welfare reform, North Carolina had begun implementing Work Fll'St, a program 
that requires welfare recipients with school-age children or in two-parent families to work. 
The work requirement currently applies to about 35,000 parents out of nearly 91,000 
welfare recipients. Once the program is fully implemented, all able-bodied Work First 
participants under 65 will be required to work. 62 

The goal of Work Fll'St, which started on July 1, 1995, is to reduce participants' 
dependence on public assistance by moving them into employment as soon as possible, 
and then encouraging them to become self-sufficient. 63 The program is modeled on the 
successful welfare reform efforts of Riverside, California. Work Fll'St was voluntary for 
recipients until February 6, 1996, at which time the state received a federal waiver from the 
HHS to operate Work First as a mandatory program.64 

Work Fll'St requires welfare recipients to find employment, either paid or unpaid, within 12 
wee.ks of receiving their first welfare check. Recipients are required to work and/or be in 
short-term training for a minimum of 30 hours per week. Cash benefits are limited to two 
years, but families may continue to receive Medicaid and Food Stamps after their welfare 
payments end While making the transition to work, families also may receive financial 
assistance with social services, including transportation, health care, and child care. H, after 
two years of welfare benefits, adults are unable to find work, they may apply for an 
extension. H families fail to meet Work First requirements, their welfare benefits are 
reduced. 65 

According to one source, a problem with the recent federal welfare legislation is that it 
emphasizes placing welfare recipients in jobs to the detriment of training them for self
sufficiency in the long-run.(j6 Exclusively focusing on job placement potentially will help 
no one: employers will become frustrated with the welfare system, and with the workforce 
development system in general, if they hire people who are not job-ready; welfare 
recipients will be placed in dead-end, low-wage jobs; and the welfare system will have to 
re-place recipients who are fired or who quit because they dislike their jobs.67 

To avoid this situation as best it can, North Carolina's Work First system combines 
intense, short-term job-readiness and basic skills training with placement. The first 
component is important from the perspective of employers, many of whom are interested 
in hiring welfare recipients because the unemployment rate is very low in urban areas, 
where welfare recipients are concentrated. They do not expect their entry-level employees 
to be trained in specific skills, but they want them to have basic skills and job-readiness 
training. County DSS staff help Work First participants find such training, if they need it, 
and the community colleges provide it After welfare recipients are placed in jobs, 
community colleges provide further training on the job in literacy and other basic skills and 
in skills specific to the industry. The training is free to employers; they simply must allow 

143 



their employees to participate. Given state and federal time-limits, such short-term training 
appears to be the most viable training option for welfare recipients.61 

There are several obstacles to the success of North Carolina's Work Fll'St. Fll'St, short
term training does not lend itself to the current system of funding in the community college 
system. Since the funding formula is based on full-time equivalents (FT&), colleges do 
not get credit or funding for providing this type of training. To address this issue, the 
CWP bas recommended in its 1995-1997 strategic plan that the current community college 
funding formula be revised to encourage flexible training programs and greater 
opportunities for non-degree education. 6) 

A second obstacle is that the 17 percent drop in welfare rolls since June 1, 1995 is 
primarily attributable to forcing exits among those who eventually would have left anyway. 
Many of the people remaining on welfare have multiple barriers to employment, and they 
may require more intensive training and other services.10 For example, about (i() percent of 
welfare recipients in North Carolina lack a high school education. 71 Moreover, the decline 
in the welfare rolls bas taken place within the context of a robust local and national 
economy. A third problem is that the DSS staff, most of whom are case managers. lack 
the skills and knowledge to help people find jobs. Historically, they have focused on 
helping recipients qualify for cash benefits and other forms of assistance, rather than on 
career counseling, job search efforts, and referrals to job training activities. Finally, since 
welfare recipients have multiple needs, including basic education and job-readineM training 
as well as social services, the traditional social service system will not meet federal 
placement requirements alone. There must be discussion and coordination among all 
workforce system participants about how to handle the influx of welfare participants. 
Although one-stops are moving slowly toward integrated service delivery, neither the state 
nor the local level bas achieved the degree of integration that may be n~ to 
successfully comply with federal requirements. 

Obstacles to Consolidation 

There are several obstacles to consolidation at the state and local level One obstacle at the 
state level is a lack of understanding of what the auditor's report proposed. For example, 
community colleges would not be consolidated, but they are jockeying for position to 
become the lead agency anyway. Another is that many of the key players in the workforce 
system, top-level managers and political appointees, are opposed to consolidation unless it 
is under their agency. 72 

Local obstacles to consolidation are different There are problems because the inherent 
culture in each agency needs to be overcome, and separate funding streams make 
integration difficult 73 One local one-stop manager said that until there is seamless money, 
there will not be seamless service.74 Other barriers in some areas include restrictive lease 
agreements and staff shortages. Some agencies that need to be relocated are being held up 
because of binding lease agreements; others do not want to give up their already limited 
staff to the one-stop.75 
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Serving Special Populations in a Universal System 

The CWP performance management group has proposed that data be collected on key 
populations, such as persons who are disabled, welfare recipients, the elderly, migrant farm 
workers, and dropouts, to make sure they are served. They have also discussed whether 
performance measures should include service levels for each population, but the 
performance measures have not been finaliz.ed.76 If there are no such requirements, local 
boards and service providers will be entrusted with the responsibility to serve all 
populations . .,, One-stops are also trying to ensure that clients with barriers receive service 
in a universal system, but they are taking a different approach. Whereas state-imposed 
requirements would focus on categories of recipients based on demographic characteristics, 
one-stops would conduct need assessments and allow for customer choice of self-service, 
group services, or one-on-one services.78 

Performance Management and Evaluation 

The CWP is in the process of developing· a statewide performance management system of 
common measures using North Carolina's SOICC Common Follow-up Tracking 
System.79 The measures are set to be instituted in 1998. SOICC's tracking system is a 
comprehensive database that contains information on workforce development program 
participants since FY 1991-92. Such information includes participants' wage levels before 
and after participation,*> their work, education, and training activities since graduating from 
high school, and other information. The agencies and programs from which SOICC 
collects data have changed over time, but they include the following: the university system, 
the community college system, Vocational Rehabilitation, JTP A, the ESC, apprenticeship 
programs, JOBS, and high school vocational courses.81 

According to Article 4, Chapter 96 of the General Statutes of 1995, the ESC houses the 
MIS and produces an annual report that describes the data collected. The state Office of 
Management and Budget is required by statute to determine whether the program goals are 
being met, and to make recommendations for improving program management 82 The 
office ultimately intends SOICC data to be used for performance-based budgeting and as a 
management tool for agencies and programs. SOICC will help improve their current 
system of performance measures because it will allow them to follow people for a longer 
period of time. The information will be available to individual programs so they can 
compare their performance with other, similar programs. 83 

However, SOICC information is still virtually unusable because three separate data sets 
must be merged prior to analysis. Thus, the data are neither being used as the basis for 
performance budgeting, nor as a program management tool Instead, a few agencies have 
used it for public relations purposes to promote their image to the public and to the 
legislature. For example, the university system has used it to argue that students taking 
longer than four years to complete their degree program were generally working at the 
time, and community colleges have used it to show that their graduates find employment 
Essentially, the data is potentially useful, but because the MIS is so cumbersome, it is not 
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yet beilig used to evaluate the system in a comprehensive manner. 84 In additio~ the CWP 
has not yet developed statewide measures, let alone decided how those measures will be 
used in practice. 
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Appendix F. Ohio 

JodyLMcCoy 

Although Ohio was among the original six states selected for this study, an in-depth look at 
Ohio revealed that it is far from developing and implementing the type of integrated service 
·delivery that is envisioned in Texas. Following a 1992 review of its workforce and job 
training programs, Ohio expressed both a concern for its lack of a clear vision of 
workforce development and a desire to explore consolidating job training and other related 
support services. However, today Ohio still does not have any immediate plans for 
program consolidation under a single state agency, nor has it identified any specific 
programs that should be consolidated. In addition, its approach to one-stop service 
delivery requires only limited coordination of programs at the local level. Any lessons 
Texas can learn from Ohio will not be found in the structure of its workforce system, but 
in its efforts in skill standards. 

Background on Workforce Reform 

State Leadership and Program Structure 

Efforts to evaluate state-operated workforce development programs have been advanced 
primarily by the jointly elected republican Governor George V. Voinovich and Lieutenant 
Governor Nancy Hollister. The Ohio state constitution invests a considerable amount of 
power in the governor. In addition to having full responsibility for budget drafting and a 
line it.em veto, the governor can authorize, through executive order, plans for executive 
branch reorganization and agency creation, advisory, coordinating and study committees, 
state personnel administration, and state responses to federal programs and requirements.1 

Since 1991, Voinovich has utilized this authority to promote the cutting of over $711 
million from state agency budgets, eliminate two cabinet agencies, cut 64 state boards and 
commissions, and establish an Operations Improvement Task Force to study the 
operations of the executive branch. He has also led efforts to increase privatization of state 
services and been a forceful proponent of Quality Services Through Partnership, Ohio's 
total quality management initiative to streamline state operations through a strong 
partnership of unions and management 2 

Governor Voinovich has a cabinet of 29 members, including the lieutenant governor and 
nine top administrators of the state's workforce development programs. Currently, 14 
state agencies have responsibility for 30 workforce programs that provide employment 
services and 21 additional programs that provide support services.3 The cabinet members 
which administer job training and support services represent the following departments: the 
Ohio Bureau of Employment Services (OBES), Department of Development, Department 
of Human Services, Department of Education, Board of Regents, Department of Mental 
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Health, Department of Rehabilitation and Correction, Department on Aging, Bureau of 
Workers' Compensation and the Department of Youth Services.4 

Considering the power invested in the Governor's Office and Voinovich' s aggressive 
efforts to increase the efficiency of state government operations, it is surprising that Ohio 
has failed to pursue consolidation of workforce development programs. While state 
officials indicate that Ohio is delaying its consolidation efforts until federal workforce 
reform is enacted, outside observers have hinted that tensions between the Lieutenant 
Governor's Office and the OBES continue to block reform. 

Early Reform Efforts 

The development of a comprehensive workforce development strategy became a primary 
issue for Ohio with Voinovich's election in 1991. In 1983, then Governor Richard Celeste 
appointed the first Ohio Job Training Coordinating Council, which advised local PICs.5 

When Voinovich came into office, he renamed the council the Governor's Human 
Resource Advisory Council (GHRAC) and charged it with devising a comprehensive 
workforce development strategy for the state.6 Specifically, the governor instructed the 
GHRAC to "advise him on the policies, coordination and evaluation of all workforce 
development programs in Ohio[,]" to " ... review all job training and job programs funded 
by federal and state government, and to determine the most cost effective way to use this 
money." 

In 1992, the council responded to its charge by instructing the OBES to document all 
workforce development programs operated by or through state agencies. In Windows of 
Opportunity, the OBES reported that 15 state agencies administered 31 workforce 
preparation programs and 20 additional related programs providing education, income 
support, and support services. These programs, totaling $981 million in funds, were under 
the auspices of 16 different advisory councils. The report concluded that the Ohio 
workforce development system consisted of "a web of job training services, funding 
streams, eligibility requirements and performance standards with no clear strategic focus."7 

After several months, the GHRAC responded with a comprehensive plan for workforce 
development in Jobs: Ohio's Future. The report identified several strategies for economic 
and workforce development One strategy addressed the need for greater coordination of 
workforce development programs. Specifically, the council recommended the following 
steps: 

1. Develop a customer service approach to intake, assessment, case management and 
placement in all workforce development programs. 

2. Strengthen local coordination, planning, and accountability in the delivery of 
workforce development services. 
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3. Establish compatible performance standards for all workforce development 
programs, which support the workforce development mission, and apply these 
standards through a performance management system. 

4. Promote the sharing of information by all service providers in Ohio's education 
and workforce training system. 

5. Leverage state workforce development funds and services in order to maximize 
benefits for the system's customers. 

At this time, the council did not make any specific recommendations for program 
consolidation. 8 

In late 1992, through executive order, Governor Voinovich transformed the GHRAC into 
the Governor's Human Resource Investment Council (GHRIC). Membership was 
formula based on the revised JTP A, and included representation from busin~. organized 
labor, educators, the Ohio House of Representatives and Senate, and various state agencies 
and community based organizations. The GHRIC reports annually to the Governor and 
has responsibility for strategic planning for workforce development Staff for the GHRIC 
are taken from the OBES, Department of Development, Department of Education, 
Department of Human Services, Board of Regents, and Kent State University.9 

To begin implementing the action steps outlined in the Jobs report, the GHRIC divided 
itself into a number of operating committees. The Employment and Training Committee 
was created to focus on coordinating workforce training programs.10 However, the issue 
of coordination appears to have gone largely unaddressed until 1995 when the GHRIC 
established a Job Training Task Force and placed it in the hands of Lieutenant Governor 
Hollister. The task force was directed to advise the lieutenant governor in three main areas: 
(1) opportunities to expand, consolidate, or eliminate workforce programs; 
(2) observations and trends about current programs; and (3) opinions and 
recommendations on the future of pro grams. Its 11 members represented the Governor's 
Office, Lieutenant Governor's Office, Bureau of Workers' Compensation, Lawrence 
County Chamber of Commerce, Mayor of the City of Athens, Ball Publishing, COAD 
Planning and Development, Employee Participation Council of Central Ohio, Cleveland 
State University, and Miami University. Despite its administration of several workforce 
programs, the OBES was not represented on the task force. 11 

In anticipation of federal workforce reform, the task force immediately began an evaluation 
of the state's workforce programs. It based its assessment on criteria including job 
placement rate, cost effectiveness, customer satisfaction, and ability to leverage private 
sector dollars. In 1996, it issued recommendations for program administration and design. 
While it specified that Ohio should "consolidate state administration and coordination in a 
single state agency in order to improve funding control and reduce duplication," it stopped 
short of recommending which programs to consolidate or eliminate and under what single 
agency consolidation should occur. In its evaluation the task force sought the opinions of 
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business, labor, and community leaders as well as program administrators; however, the 
language of the report implies that these actors outside state agencies will have little 
influence in a reformed delivery system. With respect to local business, labor, and 
community groups, the report states, ''While the task force supports their stated 
commitment to job training, performance against established benchmarks should be the 
primary factor in considering the delivery system."12 

In August 1996, under a mandate from the state general assembly, the Ohio Legislative 
Service Commission (LSC) presented a chronology of Ohio's efforts to study and pursue 
workforce reform. After a thorough review of the state's reform efforts, the LSC reached 
the conclusion that the GHRIC has, in fact, not addressed many of the action steps it 
outlined as necessary to the development of a comprehensive workforce development 
system. It has not aggressively pursued consolidation, nor has it instituted uniform 
program performance measrires. The LSC noted that the only real progress made towards 
program coordination has been the development of the state's one-stop "systems" 
overseen by the OBES. 13 Unfortunately, even this effort, driven primarily by federal 
funding, has been quite limited. In fact, Ohio's approach to local one-stop service is far 
from the type of integrated, customer-driven service delivery envisioned in Texas. It is a 
limited effort to co-locate categorical programs, each with its own administrative structure 
and funding stream. 

The Local Level 

One-Stop Systems 

While most program services are currently provided in local employment service offices, 
Ohio is gradually transforming these centers into one-stop "systems." As of December 
1996, Ohio had initiated or completed the development of seven local one-stop systems 
with funding from a multi-year implementation grant from the DOL. Ohio plans to 
develop 30 systems by the end of 1998. Based on the one-stop model, all but three local 
systems will be multi-county systems with boundaries that generally run along JTP A 
SDAs. Each local system is responsible for creating its own governing structure to design 
and operate the system. Local governing structures will consist of 15 to 20 individuals 
representing programs such as ES, JTPA, Veteran's Services, Senior Community Action, 
JOBS, Adult Basic Education, and the Department of Development. In addition, one 
member will represent labor, one member the Jobs Service Employers Committee, and 
several will include local elected officials and community college representatives. Each 
local governing structure will be responsible for reporting to the GHRIC One-Stop 
Committee, which will conduct statewide oversight and report to the lieutenant govemor.14 

Local systems can choose to provide services based on a "co-location" or "no wrong 
door'' approach. Currently, only three systems have co-location of services, the Toledo 
area, the Hamilton County/Cincinnati area, and most recently Montgomery County. All 
others are based on the no wrong door model, the weakest consolidation model, in which 
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prograin information is simply shared through electronic computer linkages between 
several different program sites.15 Each one-stop system must provide access, at least 
through computer linkages, to JTPA/EDW AA & Title II, ES, UI, Veteran's Employment 
Services, and Senior Community Service Employment In addition, they must provide 
access to three of the following four programs: JOBS, Vocational Education, Adult Basic 
Education, and community colleges. Local systems provide eligibility screening; testing 
and assessment; referrals to programs available in the area; and access to a variety of 
information services, including the Ohio Career Information System (OCIS), a computer 
system providing national, state, and local data on occupations, education and training 
programs, and financial aid, and the Ohio Job Net, an automated computer system that 
matches skills of customers with the skills required for available jobs statewide.16 

According to the Governor's office, the Ohio Job Net "is the first state computer system in 
the nation that bases job matches on worker skills rather than job titles."17 

Key Issues 

Welfare Reform 

The co-location of job and support services in one-stop systems will be crucial to Ohio's 
successful implementation of Ohio First, a comprehensive state welfare reform initiative 
enacted in August 1995 by House Bill 167. According to Arnold R. Tompkins, Director 
of the Ohio Department of Human Services, inherent in "Governor Voinovich' s vision of 
a public-private partnership to end welfare dependency ... is a coordinated service delivery 
plan, allowing a wide variety of job and support services to be provided at one location .... 
Local agencies must have the power to provide comprehensive assistance to those with 
multiple needs." 18 Ohio First includes 50 provisions, many of which went into effect July 
1, 1996. Under the approach, welfare recipients are required to sign a contract, which 
delineates a clear path to self-sufficiency. Un1ess recipients look for and accept an offer of 
employment or participate in the JOBS program or another program to obtain a GED, their 
entire family will be denied benefits. As an incentive to make the transition to work, 
recipients are allowed to keep up to $250 in an Earned Income Disregard, plus one-half of 
the remaining monthly income for each employed family member (compared to the federal 
disregard of $30, plus one-third of the remaining monthly income). The plan sets a time 
limit of 36 months out of any 60-month period on families with a member participating in 
the JOBS program; exemptions are granted for hardship cases. Penalties for failing to 
cooperate with JOBS caseworkers can include termination of benefits for the entire 
family. 19 

Although most of the provisions in Ohio First were targeted to induce welfare recipients to 
obtain self-sufficiency, Ohio First did recognize the important role employers have in the 
successful implementation of welfare reform. It created two programs targeting 
employers: On-the-Job Training (OJT), "a state-funded wage subsidy program to entice 
employers to hire welfare recipients" and the Linking Employers and Recipients to Needs 
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(LEARN) Program, ''which provides recipients with real work experience through 
internships.,,:.!) 

While federal welfare reform legislation requires Ohio to make some changes in their 
approach to accommodate new restrictions and requirements, Ohio has petitioned the HHS 
for approval to continue implementing most provisions of Ohio First. 

Skill Standards 

Ohio has been a leading state in efforts to establish industry-based skill standards. It is one 
of 13 states that currently mandate that local training programs train to existing national 
standards. For example, Ohio requires that national standards are met in metalworking.21 

While Ohio's one-stop approach has not sought the type of employer engagement that is 
conceived among local boards in Texas, the Governor's Office has clearly focused its 
efforts on employers in the development of skill standards. In what might be called a 
''work-to-school" initiative, the OBES and the Department of Development are working 
together to identify employers who will train their employees to skill standards in exchange 
for state training grants. 22 Ohio has also developed 63 occupational competency lists called 
Occupational Competency Analysis Profiles (OCAPs), which identify the specific 
"occupational, academic, and employability skills needed to enter a given occupation." 
Used in the curriculum development of Ohio's vocational educational system, these lists 
evolved from the collaboration of 582 business, industry, labor and community 
representatives throughout Ohio. The GHRIC will be responsible for ensuring that 
industry-based and national skill standard efforts are incorporated in Ohio's newly 
conceived S1W system. 23 

STW 

Adopted as part of the GHRIC' s strategic plan for workforce and economic development, 
Ohio's vision for S'IW includes the "integration of educational programs and wodforce 
development practices, ... broad based stake holder participation,. .. [and] systems that are 
seaml~, community-based, and client-driven." Based on the proposals of employers, 
labor representatives, educators, state administrators, and members of the general 
assembly, Ohio's vision became a blueprint for action in 1995 when it received $9 million 
under a federal S'IW grant. The initiative also received $3 ·million in state funds and 
guidelines for its governance structure through legislative action in Ohio House Bills 117 
and 152. As a result, the governor was able to launch the initiative officially in March 
19'J6. State-funded pilot programs had been operational in 11 localities since 1993.]4 

The plan creates a system of regional alliances and local partnerships based on the 12 
economic deyelopment regions created by the Department of Development. Local 
partnerships are the foundation of the system. These partnerships should include 
employers, labor organizations, schools, colleges, parents, and students. E.ach will be 
advised by a local board and will be required to develop a comprehensive five-year plan for 
STW in its area, without duplicating the efforts of other boards and committees that will 
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contribute to the system. This plan must also include a strategy for how the partnership 
will attain self-sufficiency; after a five year period grant funds will be withdrawn. 
Partnerships are required to involve employers, labor organizations, PICS, one-stop 
systems, local government officials, ITP A SDA administrative entities, county 
departments of human services, parents, students, and representatives of civic, religious, 
and other community-based organiz.ations. Local partnerships within each region will be 
linked in a regional alliance. Each regional alliance will be assisted by a regional 
coordinator, who will serve as the liaison for local partnerships to the state and provide 
technical assistance.25 As of November 1996, all 12 regional coordinators had been selected 
and the state had awarded 42 partnership grants ranging up to $100,000 each. 25 

At the state level, the GHRIC will provide primary oversight Operational policy and 
management assistance will be provided by both the SlW Office, which reports directly to 
the lieutenant governor, and the GHRIC SlW Collaboration Team. The SlW Office is 
located within the OBES and functions with a staff of three; the SlW Collaboration Team 
is comprised of representatives from the governor's office, lieutenant governor's office, 
Ohio Board of Regents, the OBES, Department of Development, Department of 
Education, Department of Human Services, Ohio Manufacturers Association, Ohio 
Business Roundtable, Ohio Chamber of Commerce, and the Urban League. Partnership . 
plans and grant applications are submitted to the SlW Office and need to be approved by 
the S1W Collaboration Team and the GHRIC. Fiscal management will be provided by the 
Department of Education. System perlormance evaluation will be conducted by an 
independent, external evaluator who will report to the GHRIC, the S1W Office, and local 
partnerships. v 
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Appendix G. Wisconsin 

Ruth Cardella, Denise White, and Angela D. Noble 

Background on Workforce Reform 

State Leadership and Governance Structure 

Wisconsin is a strong governor state. It has a cabinet style of government, with the 
governor appointing the secretaries of all major executive agencies, as well as many other 
key policy boards and councils created by statute. The governor plays a role in state policy 
making through executive budget proposals and by advocating major policy changes in the 
annual State of the State message. 

Wisconsin has a bicameral legislature. Currently, Wisconsin has a Democratic majority in 
the state senate and a Republican majority in the state assembly. The present governor, 
Tommy Thompson, is a Republican and is serving his third term in office.1 Wisconsin is 
currently considered a politically conservative state, although it has a long history of being 
quite progressive. It was the first state in the country to develop unemployment and 
workers compensation. 

Governor Thompson has been a leading advocate for welfare and education reform. He is 
highly visible in the National Governors Association and has also been one of many 
governors leading the call for the devolution of federal programs to the states. Due to 
Thompson's popularity with the public, the legislature has largely followed his lead on 
welfare and workforce development issues. 

Early Reform Efforts 

Compared with most other states, Wisconsin recognized the need to improve the delivery 
of employment and training services early on, and has moved steadily forward with a 
generally bipartisan, interagency effort. In a 1985 study, the Department of Industry Labor 
and Human Relations (DILHR) found that there were over 40 employment and training 
programs spread across 12 state agencies. The study concluded that, to its detriment, 
Wisconsin's state employment and training effort was not a unified system, but rather a 
fragmented network of many separate programs. In 1987, in response to these findings, 
Governor Thompson issued an executive order creating a state job training coordination 
council called the Wisconsin Jobs Council and directing it to work with the DILHR to 
develop a consistent policy framework to coordinate state employment and training 
programs across all state agencies. The Wisconsin legislature also enacted language in the 
1987-89 budget that endorsed the development of a job center pilot project and directed 
several state agencies to assist the job center project in the administration of various 
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employment and training programs. These pilot grants assisted with the startup and 
enhancement of 12 job centers in four areas. 2 

Despite these early efforts at consolidation, Wisconsin's workforce initiatives continued to 
be divided between the DILHR, the Department of Health and Social Services (DHSS), ~ 
Department of Public Instruction (DPI), and the Wisconsin Technical College System 
(WTCS) for many years. 

The State Level 

Department of Workforce Development 

In 1996, Governor Thompson consolidated 101 overlapping human service and wol'kforce 
development programs into one comprehensive agency called the Department of 
Workforce Development (DWD). The stated purpose of the DWD is to provide a 
universal workforce development system which can provide services to all job seekers 
whether they are veterans, persons with disabilities, welfare recipients, recent graduates, 
displaced workers or others re-entering the workforce. The DWD is headed by a secretary 
appointed by the governor and consists of eight major operating divisions. 

The Division of Vocational Rehabilitation provides employment .and training services for 
people with disabilities. The Division of Economic Support is responsible for all income 
support and welfare programs, such as JOBS, Food Stamps, Wisconsin Works (W2) and 
Leamfare. Both divisions are formerly part of the DHSS. 

The Division of Connecting Education and Work administers S1W initiatives in 
partnership with other agencies and promotes youth apprenticeships and career counseling 
centers. 

The Division of Workforce Excellence (DWE) administers the Partnership for Full 
Employment (PFE), the state's new single, comprehensive employment and training 
system which operates through job centers. JTP A. the Job Service, apprenticeship 
programs, migrant services, and labor market information are administered in this division. 

The F.qual Rights Division administers and enforces laws that insure equal access to 
employment and housing, minimum wage laws, and other labor standards. 

The Division of Unemployment Insurance collects employer payroll taxes and pays 
benefits to eligible unemployed workers. Both new and competing claims are taken by the 
IVR system. 

The Worker's Compensation Division insures the prompt payment of benefits to workers 
who sustain work related injuries. 
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The Administrative Services Division provides various administrative support services to 
the program divisions, including performance measurement and policy analysis. 3 

The primary focus of the DWD is the development and operation of the PFE, Wisconsin's 
vision of a single service delivery system. The PFE replaced the previous array of 
employment programs, many of which were inconsistent, overlapping, and spread among 
competing agencies.4 The new DWE of the DWD is the primary division that works to 
promote the vision of the new system and ensures that both state and local level 
participants understand and promote it 

Wisconsin's new consolidated workforce development effort contains many education 
initiatives and elements of education refonn not overseen by the DWD. This has required 
additional cooperation between the DWD and some of the agencies that administer 
educational programs. For example, although the primary locale for administration of the 
S1W initiative is the Connecting Education and Work Division of the DWD, three other 
agencies involved in the initiative continue to exist independently: the DPI, the WTCS, and 
the University of Wisconsin System Administration. 

While this represents a substantial "hole" in the effort to fully integrate workforce 
development policy, further consolidation of these interconnected agencies appears to be in 
the works. In his 1997 State of the State address, Governor Thompson emphasized his 
desire to more closely connect the three departments of education and the DWD. 
Thompson subsequently backed up this sentiment by appointing Linda Stewart as 
Secretary of the DWD. Stewart, formerly Assistant Director of the Division of Program 
and Economic Development in the WTCS, has been a leading advocate of connecting 
education and work. In a recent telephone interview. June Suhling. presently Chief 
Administrator for the DWD's Division of Workforce Excellence, further echoed this 
commitment by stating that the governor's vision is to eventually thoroughly integrate the 
workforce development and the public education systems. The current budget proposes to 
shift all STW to the DWD.s 

Wisconsin Council on Workforce Excellence 

A state job training and coordinating council has been in existence for over ten years in 
Wisconsin and has played a key role in directing the governor's workforce development 
policy goals. The Wisconsin Jobs Council, created by executive order in 1987, was 
established to develop a consistent policy framework for coordinating state employment 
and training programs.6 In 1994, the membership of the Wisconsin Jobs Council was 
broadened and was transformed into the state's HRIC. The HRIC was renamed again in 
1996 and became the Council on Workforce Excellence. The new council has 17 
members and was just appointed in May 1997. Ten were members of the HRIC.7 

Although the council is technically a strategic planning and oversight body, it plays a key 
role in influencing state legislation and prioritizing workforce goals for the state. The 
council approves the state's standards for one-stop job centers, provides oversight to state 
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and local collaborative planning teams, updates the governor's formal Employment and 
Training Policy, and currently is in the process of developing new performance measures 
for the workforce development system and discussing a workforce development board 
strategy.8 The stated priorities for the council for 1997 fall into three broad categories: (1) 
education and training; (2) ad~ing labor market fluctuations; and ( 3) more effective use 
of workers that are available.9 

State Collaborative Planning Team 

Wisconsin has used a State Collaborative Planning Team (SCP'!) to guide state 
coordination of workforce development policy and to advise the job center initiative since 
1989. The SCPT is comprised mainly of mid-level managers from state agencies that have 
responsibility for employment and training programs. This working body includes 
representatives from the DWD, the WTCS, the DPI. Department of Veterans Affairs, 
Department of Corrections, Department of Development, the Education Approval Board, 
the WCVE, and the DHSS. The SCPT also includes members from the Council on 
Workforce Excellence. The primary function of the SCPT is to recommend a biennial 
strategic workforce development plan, the Governor's Employment and Training Policy, to 
the Council on Workforce Excellence; create the local collaborative planning team 
requirements; and oversee development of coordinating efforts at the local level This teain 
has worked to coordinate and simplify efforts across the following programs and funding 
sources: JOBS, FS E&T, Vocational Rehabilitation, JTPA, Wagner-Peyser, Adult and 
Youth Apprenticeship, Career Counseling Network, Carl Perkins, Tech-Prep, Adult 
Education, related literacy and post-secondary training and education, and state-supported 
customiz.ed training and retraining programs.1

0.
11 

The Local Level 

In the words of June Suhling, Wisconsin's workforce development system works by a 
bottom-up process. The system relies primarily on local-level coordination and integration 
efforts to achieve success. Because Wisconsin has a long history of collaboration between 
workforce development agencies at the state level, translating this coordination to the local 
level has been a relatively smooth process.12 

Locally, Wisconsin is divided into 17 SDAs. Each SDA has its own workforce delivery 
system which consists of a decision-making group of core partners. At a minimum they 
include the local PIC, technical college(s), Job Service and health and social service 
agencies, and a Local Collaborative Planning Team (LCP'I).13 The state has recently 
engaged in an effort to consolidate 17 SDAs into 11; this transition will occur over the next 
program year. 
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Local Collaborative Planning Teams 

LCPI's were established in 1989 to enhance collaboration and foster communication 
among local training and education organizations. LCPTs were developed to be working 
bodies through which program managers can fonnally and regularly meet, discuss, plan, 
implement, and manage the effort to achieve a coordinated local system. Teams typically 
provide a leadership structure and process for local job center development, and include 
representatives from all of the core partner agencies and programs. Employers and local 
economic development groups are also members in some LPCTs. 

LCP'fs receive one-stop grants. They designate legal entities to receive their funds which 
expend it according to LCPT instruction. While local one-stop job centers continue to be 
somewhat divided by categorical funding sources, LPCTs work to create a system of co
location that minimizes duplication and works to produce a user friendly system for all job 
applicants and employers. Most of the decisions made at the local level are consensus
based between the members of the LCPT and core partners. 

The state has been relatively flexible in allowing local level planning teams to organize and 
develop a strategic workforce plan that fits their communities. According to Sue Gleason, 
Policy Analyst at the DWD, the success of the model lies in its flexibility. Unfortunately, 
this has caused problems of inconsistency in workforce development systems across all 
SDAs. ht an effort to create a more consistent statewide system, state-level partners 
established the Core Coordination Document (CCD) requirement, under which all SDAs 
must operate. ht each SDA, representatives from the JOBS administrative agency, Job 
Service, PIC, and local technical college come together to develop the CCD. The CCD is 
intended to consolidate and align coordination planning with program planning and to 
fulfill requirements of all categorical funding programs. For each SDA, the CCD spells 
out how local partners will develop the workforce system, and states how each of the 29 
job center standards will be met The CCD represents a major step toward having SDA
wide strategic plans for coordinating service delivery. Since 1993, Wisconsin has required 
core partners in each SDA to prepare a two-year CCD. The core partners use the CCD as 
part of the framework for developing and operating of their individual programs. 14 

Private Industry Councils 

Human resource investment boards, which consolidate categorical funding at the local 
level, have not been successfully implemented in the Wisconsin system. Currently, the 
boards are local PICs which adniinister traditional ITP A funds. Wisconsin is exploring 
the possibility of transfonning PICs into human resource investment boards. The recent 
implementation of the Wisconsin Works program at the local level has made funding 
consolidation a major issue.15 

Funding Streams 

Wisconsin has an integrated service delivery system, but it does not have integrated 
programs. Although the state has been successful with its co-location and consolidation 
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efforts, the funding flow from the state to the local level is still categorical in nature. Prior 
to 1996, the funding originated from the state DILHR the DHSS, the Wl'CS, and the DPL 
Now that income support programs have moved to the DWD, funding will flow from the 
DWD, the WTCS, and the DPI to traditional local level administrators. As mentioned in 
the previous section. there has been considerable resistance to allowing the local level to 
have complete control of all funding streams. 

Job Centers 

The first job centers were established in 1985 and have been gradually developing into 
comprehensive one-stop career centers since. In 1987, the state legislatnre endorsed the 
idea of a job center pilot project and assisted with the startup and enhancement of 12 job 
centers in four areas. In 1994, Wisconsin was awarded an $11.9 million DOL one-stop 
implementation grant to continue its statewide consolidation efforts. Currently, Wisconsin 
has 67 job centers spread across 17 SDAs.16 

Local elected officials work in partnership with their local PIC and LCPT to develop one
stop job center plans. Most planning decisions are made collaboratively between core 
parttiers and the LCPT; the local elected official, usually in partnership with core partners, 
decides who will manage the centers.17 In Milwaukee, community-based organizations 
such as Goodwill Industries provide initial intake and assessment services and manage the 
center on a privately~ntracted basis. 18 

Wisconsin learned early that rigid job center standards and strict models are difficult to 
apply because many SDAs are quite different. Instead, the state developed 29 standards 
that identify the minimum menu of services that all job centers are expected to provide on
site to a universal customer base.19 Job center standards focus on five program functions: 
(1) intake, (2) assessment, (3) case management, (4) employer relations, and (5) planning. 
The standards apply to all agencies and institutions in a SDA that provide services funded 
by JOBS, J1P A, Wagner-Peyser, Carl Perkins, Job Service, Vocational Education, and 
Adult Education. 

Job centers provide employers and job seekers with universal access to services provided 
on-site and in the community. The number of services provided on-site varies 
considerably across SDAs. For example, at the Milwaukee North Job Center in 
Milwaukee County, services provided by the following agencies and organizations are on
site: Goodwill Industries, MATC (vocational and technical colleges), the Department of 
Human Services (Economic Support), PICs, YMCA, Job Service, AFL-CIO, and 
Manpower.'.!> Vocational Rehabilitation is usually provided off-site because the length of 
the program lasts longer than most; programs on-site do not usually exceed 30 days. Child 
care is also provided on-site at most centers for customers using the center. 

The PFE is the vision for a seamless delivery system at the local level 1be intake 
procedures at all job center locations are such that customers can identify for themselves, or 
have staff identify for them, available services which are appropriate to their needs and be 
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referred to local providers of those services whether the services are on-site or in the 
community. 

Three levels of services are provided on-site: (1) self service, (2) lite service, and (3) 
intensive individua.liz.ed service. With self service, JOBNET automated job matching 
kiosks are in job centers and in local government service agencies such as public libraries 
and social service offices. JOBNET and basic information is provided for citizens who 
need little training or assistance. Lite service includes general information for people who 
need a little help with skills and placement For example, job seekers may attend job 
seeker workshops on-site for help with resume writing, interviewing, job search clinics, 
and job clubs. In many job centers, there is an educational lab run by the local community 
center on-site. Referrals to community and technical college for more long-term training 
and education are also made. Assessments are administered on an as-needed basis at this 
level 

Finally, potential job seekers who are in need of more intensive assistance are assessed at 
registration as they enter the job center. An interview with a job planner, or case manager, 
determines eligibility. For job seekers facing barriers to employment, the case manager 
conducts a more in-depth assessment of needs and potential eligibility. 1bis may include 
assessments of aptitude, medical and psychological health, and skill as well as the need for 
other specia1iz.ed training. The resulting lndividua.liz.ed Employment Plan may include: job 
training, community serviee jobs, job coaching, education, health care, child care, 
transportation, housing, mental health counseling, and vocational rehabilitation. Beginning 
on March 1, 1997, W2, Wisconsin's new welfare strategy, will also be administered at this 
stage where necessary . 

Staff performing case management activities may have a variety of job titles. To avoid 
duplicating eligibility assessments for each service, all providers use the same assessment 
and testing tools. Although Wisconsin is piloting a common case management program in 
two SD.As which combines categorically funded programs into one case management 
system~ case managers are currently separated by funding source at the local level.21 

According to Gwenneth Underwood of Goodwill Industries, the lead agency for the 
Milwaukee North Job Center, the key to integrating services is communication between 
various providers. 

Key Issues 

Employer Engagement 

Engaging employers in the workforce development effort has been simplified by the fact 
that some parts of Wisconsin boast a 2 percent unemployment rate and the state rate is 3.5 
percent As one administrator from the DWD noted, "They [employers] are coming to us 
because they need to fill their jobs; however, we worry where they will go once the 
unemployment rate rises._''22 Governor Thompson has increased employer participation by 
requiring employers to actively participate in the Council on Workforce Excellence and by 
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developing and strengthening other ties with employers. Employer engagement has 
improved in the past few years, mostly as a result of the automated JOBNET systems, but 
administrators have noted that Wisconsin will never know how good the connection is 
until the labor shortage ends. Experts don't expect this will happen until 2004.23 

To encourage their participation in the system, employers are provided a comprehensive 
list of services at job centers that includes specialized training, local labor marlret 
information and analysis, recruitment, and other services. Industry specialists assess the 
needs of employers in a defined industry group and work to develop a plan catered to 
employers' needs. These pians include linking future employees with supports such as 
child care, health care, transportation, and follow-up services. 

Performance Measurement 

The Bureau of Performance Outcomes, a bureau of the DWD's Administrative Services 
Division, is charged with evaluating the success of the Wisconsin workforce development 
system. According to Ron Hunt, director of the bureau, Wisconsin is measuring the 
success of its system in three ways: (1) job center standards, (2) customer satisfaction 
surveys, and (3) performance indicators.24 

Job center standards were approved by the SCPT. They include five common program 
functions: (1) intake, (2) assessment, (3) case management, (4) employer relations, and (5) 
planning. During the implementation stage, the standards are used to track progress in job 
center development; a center is complete when all standards have been met and approved 
by the SCPT. Local partners receive incentives for implementing a plan that meets all of 
the standards in a timely manner. These incentives come from the one-stop grant, JTPA 
grant (6 percent), Vocational Tech College (8 percent), Wagner-Peyser (10 percent), JOBS 
and other funding sources. By the end of 1997. the target performance for all local SDAs 
was to meet at least 85 percent of the functional standards and have at least two fully 
operational job centers that meet all service standards. 

There are three populations from which the state measures customer satisfaction in the 
Workforce Development System: (1) job seekers, (2) employers, and (3) the general 
public. The DWD uses a variety of survey instruments to measure customer satisfaction 
including an automated survey built into the JOBNET system, interactive phone calls, and 
surveys completed by both employers and taxpayers. 

Wisconsin is just developing long range performance outcome measures for the system. 
The original HRIC conceptualized these outcomes and an interagency workgroup is 
identifying both the data that has been collected and additional data needed to accurately 
measure outcomes. In Wisconsin• s initial work on developing outcome measures, it 
studied the work done by TCWEC. Some of the core measures that have been established 
are placement, wage rate (collected at placement and follow-up), retention (from an 
employer and job seeker standpoint), employer-assisted benefits, unemployment rate, 
market penetration (employer listings), increase in percent of hires through job centers, 
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workforce readiness and service equity.25 Currently, some outcomes are measured with a ' . . . 
customer satisfaction survey, but they are behind the game m creatmg a wage rate reporting 
system with UI data. 

Welfare Reform 

Since Governor Thompson came into office in 1985, the greater portion of Wisconsin's 
workforce development efforts have been aimed at moving welfare recipients into jobs, 
reducing the educational barriers that often exist to gainful employment, and providing job 
training and job transition services to welfare recipients who want to work. 25 

In 1995, Governor Thompson proposed W2 as an alternative to the current welfare 
system. W2 was approved by the Wisconsin legislature and signed into law on April 25, 
1996. W2 is an incremental program designed to completely replace AFDC by 1999. The 
primary features ofW2 are: (1) a mandatory work requirement; (2) time-limited cash 
benefits; (3) intensive training and employment services; (4) guaranteed child care; 
(5) input from business; (6) transitional support services (child care and health care for up 
to 12 months past end of cash benefits); and (7) a Children Services Network to assure 
support for children regardless of parents' employment status. W2 will operate in 
conjunction with the PFE and will be administered under the DWD. The primary service 
delivery system for W2 are local one-stop job centers. In addition to the programs under 
the PFE, these one-stop job centers will now administer a number of welfare programs, 
including Work First, Work Not Welfare, Children First, and Pay for Performance, which 
is designed to steer welfare applicants and recipients to jobs instead of cash benefits. 

Because welfare and workforce development are now so closely related in terms of policy 
goals and strategies, federal welfare reform has not yet presented any major 
implementation problems for the workforce development system in Wisconsin. However, 
others say that Wisconsin has not yet been faced with the problems that may occur. 
Although the Wisconsin workforce development system in large part caters to welfare 
recipients, the state labor shortage has kept job centers in business. June Suhling hopes 
that the system will withstand a higher unemployment rate. 

STW 

Wisconsin has been one of the leading implementation states for STW and education 
reform. The STW initiative evolved out of Wisconsin's youth apprenticeship program, 
which is known to be one of the strongest in the nation. The initiative is based on local 
partnerships, youth apprenticeships, career counseling centers (a type of job center for 
youth only), tech prep, and post-secondary enrollment options. 

Initial oversight for a STW initiative was provided in 1990 by the Governor's Commission 
for a Quality Workforce. Wisconsin Act 39 developed a partnership between the DILHR, 
the DPI and the WTCS to coordinate and develop a youth apprenticeship program which 
formed the bulk of the STW program. In 1994, Wisconsin was selected as one of eight 
first-round implementation states for the national STW initiative. Currently in phase II of 
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this process, the initiative is focusing on coordinating federal and state resources. Plans call 
for all local S1W programs to include high quality, paid, work-based learning experiences. 

The S1W initiative is administered in the Connecting Education and Work Division of the 
DWD. Formerly part of the Governor's Office of Workforce Excellence, the division 
coordinates state and federal resources pertaining to youth apprenticeships and career 
centers. Career centers provide youth with guidance in determining a career goal and 
structuring a career path. Although the S1W initiative has been fairly successful, it has not 
been fully integrated with the workforce development system at the state or local Jevels. 
Because of the distinction between S1W grants and one-stop job center grants at the federal 
level, the initiatives have taken separate paths. Administrators at the DWD admit that this 
has been confusing for job seekers since the distinction between youth career centers and 
job centers is not clear. To improve this problem, the governor has made integrating the 
S1W initiative with the workforce development system a top priority for the DWD and for 
the Council on Workforce Excellence. 

Future Outlook 

Five key issues continue to face Wisconsin's workforce development initiatives: 
(1) integration of categorical programs at the state and local level; (2) common cost 
allocation; (3) putting W2 into practice at local job centers; (4) better integration of the . 
S1W system; and (5) employer engagement 

Fust, like most states, Wisconsin faces the challenge of creating a seamless delivery 
system with a myriad of contradicting federal requirements. Arguably, much of this 
problem would be solved by federal block-granting, of which Governor Thompson is a 
chief proponent. In the meantime, Wisconsin will continue its efforts to better coordinate 
existing programs with co-location and local council communication. 

Cost allocation is the hot topic among state workforce development administrators. 
Wisconsin will continue to look for innovative cost allocation methods. A cost allocation 
pilot project is currently being implemented in two SDAs; it is unclear whether they will be 
viable. 

Since local co-location of social service agencies and employment and training agencies is 
in place, the transition of the W2 welfare reform program into job centers should be a 
somewhat simple process. However, new time limitations on economic assistance will 
eventually place an increased burden on job centers to find employment for welfare 
recipients. Adequate funding for training and education will be key to the success of the 
new Work Not Welfare strategy. 

The DWD and its PFE system steps have not formally taken the educational system into 
its fold While some steps have already been taken to better integrate the systems, the 
ultimate vision is to fully integrate the K-12 system with the workforce development 
system so that the outcome of education is work. 
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The state must work on developing and strengthening ties with employers to build long
lasting relationships that will weather labor cycles. Until the labor shortage ends, one will 
never know how the true strength of the employer-state relationship. v 

As with most states experimenting with changes in workforce development policy, time 
will be the most telling factor. However, Wisconsin has a leg up on many other states due 
to demographic factors such as its historically low unemployment rate and solid 
manufacturing base. More importantly, however, the Wisconsin electorate has displayed 
the political will to enact major reforms and has allowed a major commitment of taxpayer 
dollars to the effort. Should Wisconsin maintain its successful record with reworking 
social services such as job training and welfare, it will be a lesson, and possibly some 
impetus, for other states to spend more money and effort today in hopes of greater 
economic success for its citiz.ens tomorrow. 
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