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Continued Commitment to Opportunity in Tough Times:

State Strategies to Promote Advancement for Low-Wage
Workers in a Difficult Economic Environment•

By Jack Mills

Good afternoon. I want to thank Martin Simon and the National Governors
Association for organizing this session. And it’s a pleasure to be here with you
and to share the panel with Ray Uhalde of the National Center on Education and
the Economy.

The topic of this panel is of great concern to Jobs for the Future. We’re a 20-
year-old, nationwide, non-profit research, consulting, and technical assistance
organization located in Boston. We believe that all young people should have a
quality high school and postsecondary education, and that all adults should have
the skills needed for jobs that pay enough to support a family. We work to create
educational and economic opportunity for those who need it most.

I want to begin by echoing a point Ray made early on. It is necessary to train
both high-skilled, high-wage workers and low-skilled, low-wage workers. The
hard question is how to do it, and in particular, how to focus inevitably scarce
resources on the needs of both groups of workers as well as their employers in
order to maximize the impact of those resources.

My remarks focus on the challenges state officials face in training low-wage, low-
skilled workers. Drawing on recent research and analysis by Jobs for the Future,
I will:

• Review the emergence of low-wage worker advancement as a significant
policy goal;

• Describe the challenging conditions state officials face; and

• Identify some state officials’ responses, with the goal of providing insight
into the hard question of how to train low-skill, low-wage workers as well
as those with higher skills and wages.

                                                

• Much of the information in this presentation comes from JFF reports. The full reports are
available on the JFF web site (www.jff.org). Look for Opportunity In Tough Times: Promoting
Advancement of Low-Wage Workers In a Difficult Economic Environment; State Financing
Declines for Job Training: Need for Federal Funding Increases; and Ready for Tomorrow: Helping
All Students Achieve Secondary and Post-Secondary Success, A Guide for Governors.
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Regarding the emergence of low-wage worker advancement as a policy goal: it is
a recent event. It really becomes significant for state policymakers in the late
1990s.

In the mid-1990s, policymakers made work the center of social policy. At that
time, the policy focus regarding low-wage workers and welfare recipients was on
getting a job quickly—any job. The labor market was seen as a screening device.
Those unable to get a job became eligible for assistance in obtaining one, and
sometimes they got training.

The economy of the late 1990s and the recognition that many low-wage workers
were unable to make ends meet with income from work brought increasing
attention to low-wage worker advancement among policymakers. Key economic
and fiscal conditions supported this policy goal. First, tight labor markets and
their result: strong demand for non-traditional workers on the part of employers.
Second, bountiful public revenue streams (such as H1-B, Unemployment
Insurance and related fees) for training, states’ general revenues, and TANF
surpluses.

A good deal of progress was made just a few years. However, it’s important to
note that the goal of advancing low-wage workers is quite new, and it is located
in the boom economy. When the boom ended, the goal of advancing low-wage
workers faced economic, fiscal, and political challenges.

Unemployment began to rise sharply in late 2000. According to the Center for
Budget and Policy Priorities, during the following year, “The number of
unemployed workers increased by 40 percent . . . the largest percentage
increase in the number of unemployed workers for any 12-month period in more
than 20 years.” From 2001 to 2002, unemployment continued to increase
sharply. The average unemployment rate for 12 states in which Jobs for the
Future interviewed state officials rose from 4.07 percent in 2000 to 4.9 percent in
2001 and 6 percent in 2002.

Competition for employment, workforce development services, and
postsecondary education increased. Demand for One Stop Career Center
services doubled in some regions and tripled in others. And according to the
American Association of Community Colleges, many community colleges
reported double-digit enrollment increases.

While demand for services increased, budgets declined. Between 2001 and
2003, some 38 states cut spending, adjusted for population and inflation. Many
states cut community college appropriations, causing the colleges to increase
tuition and fees. States reduced the budgets of many state-financed job-training
programs. For instance, Jobs for the Future investigated 30 state-financed
programs in 16 states that have demonstrated commitment to job training. Sixty
percent of programs (18 of 30) had funding declines as of May 2003.
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The state fiscal environment has had significant impact on advancement of low-
wage workers:

• According to the Center on Budget and Policy Priorities, real per-capital
spending on programs will be 5 percent lower in 2004 than it was in 2001.
The benefit of these programs is greatest for low-income families, so they
are being hurt the most.

• Examples of the impact of budget decreases on skill training for low-wage
workers include:

o California, which has placed at least a temporary moratorium on
new awards for career ladders. The career ladder program
supported efforts by employer organizations, unions, and labor-
management partnerships to develop career ladders for low-wage
workers in hospitality, health care, banking, and child care; and

o Massachusetts, which did not fund a 2003 round of the BEST
initiative. The BEST initiative required applicants to form “regional
industry teams.” Funding supported their efforts to bring about
career advancement and the integration of education, training, and
support services. The BEST initiative has helped give rise to
intermediary-led sectoral and career ladder programs in health
care, financial services, manufacturing, and biotechnology.

Even if the economy starts to move forward, state budgets will continue to be in
tough shape. A May 2003 survey of 771 state legislators, commissioned by the
Pew Center for the States, found that they “overwhelmingly expect at least two
more years of dire budget problems.”

In addition, state policymakers have faced intense political pressures from
massive layoffs of workers who had been relatively well attached to the labor
market, as well as from businesses whose revenues had plunged.

That political pressure was counterbalanced by continuing support for low-wage
worker advancement from several constituencies. Even as the downturn
deepened, a survey Jobs for the Future sponsored in 2001 found strong support
for programs that help low-wage workers and their families who might be hurt by
an economic slowdown. For instance, majorities of the public wanted to:

• Help low-wage workers succeed over the long term through training,
career-related education, help with child care, and tax breaks to keep low-
wage workers out of poverty; and

• Keep welfare recipients moving towards employment by creating job
programs and making it easier to gain skills while still receiving welfare
benefits.
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Business organizations also supported continued skill development efforts,
addressing the needs both of lower- and higher-skilled employees. Between
December 2002 and February 2003, JFF and its two partners in Workforce
Innovation Networks—the Center for Workforce Preparation of the U.S. Chamber
of Commerce and the Center for Workforce Success at the National Association
of Manufacturers—conducted interviews with employer organizations
representing 78,000 employers, most of which are small businesses. Fifteen of
the sixteen employer organizations we interviewed reported a current need for
incumbent worker training; thirteen of fifteen reported a need for pre-employment
training.

More recently, the Workforce Alliance’s October 2003 survey of 1,000 voters who
plan to vote in next year’s presidential election showed that:

• The public is strongly supportive of job training programs. Eighty-seven
percent of those surveyed favor job training programs. This number
includes nearly 50 percent who strongly favor the programs.

• Support for job training exists in all regions of the country, as well as
among Democrats, Republicans, and independents. Support for job
training runs at higher than 80 percent in all regions of the country. Ninety-
three percent of Democrats support job training. Support for job training is
also high among independents and Republicans, at 86 percent and 79
percent respectively.

• Job training is seen as the best way to improve the economy, ranking
higher than accelerating or delaying tax cuts. 77 percent think that
“providing education and job training to people who have lost their jobs” is
a good idea for improving the economy. By comparison, just 44 percent
chose speeding up last year’s tax cuts while a nearly identical 43 percent
chose delaying last year’s tax cuts.

And there’s good news regarding policy. JFF’s research also shows that state
policymakers have made smart decisions in the face of both deep fiscal crises
and the intense political pressures caused by layoffs.

Significantly, some governors remained committed to the goal of advancing low-
wage workers. For instance:

• Kentucky’s Governor Patton promoted “Vision 2020.” The goal of Vision
2020 is to raise Kentucky’s per capita income to equal or exceed the
national average by 2020. “There is a recognition that education is a
significant part of that,” says Dr. Keith Bird, chancellor of the state’s
Community and Technical College System. As a result, Kentucky has
made a strong commitment to expanding adult education and increasing it
performance. In Kentucky, a large majority of adults lacks up-to-date skills
and educational credentials, so adult education and community college
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efforts target the needs of those with low levels of skill development. Bird
says the commitment has been maintained, despite budget problems.

• In Florida, Governor Bush and the legislature revamped the workforce
development system by enacting the Workforce Innovations Act. The act
focused state-level workforce development governance on strategic,
rather than operational, issues. It also connected workforce development,
postsecondary education, and economic development. As a result, Florida
has been able to develop innovative efforts to advance low-wage workers.

• In Wisconsin, Governor Doyle’s economic development strategy, “Grow
Wisconsin,” is a “multi-faceted strategy to make more effective use of
existing resources to create good paying jobs and to leverage additional
private and federal investments in Wisconsin.” One of Grow Wisconsin’s
four strategies is “investing in people, to help families climb the economic
ladder.”

If you consider the alternative in context of eventual economic recovery, these
governors efforts make good sense. If attention is only on high-skilled workers,
employers will lack a sufficient pipeline of workers with needed skills when
economic growth begins to add jobs. Immigrants, the only growing segment of
the workforce, won’t have the skills companies need. Economic growth and tax
revenues will suffer. The disappearance of internal career ladders means that
increasing numbers of those with low skills will be stuck in dead-end jobs.
Economic polarization will increase. The public policy choice will be whether to
allow a population that is disenfranchised economically and politically to grow or
to expand the welfare state.

Instead, state officials have made choices that demonstrate positive ways to
address the hard question of how to continue to support advancement of low-
wage workers. They have continued to provide whatever resources have been
available to them, even as many states with a commitment to low-wage worker
advancement have had to reduce resources for this purpose. It’s important to
note that while the amounts of state investment in low-wage worker
advancement are significant, they are comparatively small in relationship to the
need. So state officials have pursued other policy goals as well. These include:

• Leveraging private-sector investment in training and education;

• Focusing resources where they will have the most impact; and

• Building the capacity for decision making and delivery of education and
workforce development to be timely, agile, and responsive to fresh
knowledge of the labor market.

Kentucky shows ways in which one state has addressed these policy goals.
Regarding funding, Kentucky has both committed scarce public funding and
leveraged private-sector resources. For instance, it moved $12 million of
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workforce training funds into the base budget. In addition, the Kentucky
Community and Technical College System has undertaken several strategies to
leverage private-sector resources: they’ve found that during the downturn,
companies have turned over training to them: they have agreements with Toyota
and Ford that bring in $2.8 million per year. They’re also using an idea from
Colorado about a way to fund needs-based financial aid. So far, Kentucky has
raised $19 million from private sources for its Fulfilling the Promise fund, and
they think it’s likely that the fund will go well over $35 million.

Kentucky offers several examples of focusing resources in order to use them to
best advantage. The community and technical college system has focused
resources on counties with lower levels of educational participation. The state
also has tied funding to improving community/technical college performance.
Doing so has helped to raise participation rates and to increase retention. In
addition, Kentucky is developing career ladders that target its resources to
industries and occupations with higher levels of demand and greater potential for
advancement.

Kentucky’s Workforce Alliance has helped the state increase responsiveness,
timeliness, and agility in education and workforce development decision making
and service delivery. The Workforce Alliance is an intergovernmental adult
education initiative that includes state education and community college officials,
their economic and workforce development counterparts, and the Kentucky
Workforce Investment Board. Even when Kentucky trimmed budgets in the last
year, it remained committed to adult education as a lynchpin for raising the
standard of living. The alliance doubled its service numbers from 11,000 to
22,000 working adults, according to Keith Bird. And, says Bird, “The collaboration
and cross-fertilization that results from working with these other agencies has
been the key.”

The alliance regularly looks at which pot of funding is best suited to a particular
use or project. This gives it the ability to use each pot most efficiently, eliminate
red tape, and bring down administrative costs. Bird says they have bent the
bureaucracies to be more flexible and created some efficiencies.

Florida provides another example of these policy goals in action. In the late
1990s, Florida identified four major problems with its workforce development
system:

• There was a policy and strategic disconnect between workforce and
economic development.

• Employees and job seekers were lacking in technical skills, basic literacy
skills, and good work habits.

• Former welfare recipients had joined ranks of the working poor but had
limited mobility in the workforce.
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• Administrative structures and resources were overlapping and
fragmented, and they lacked adequate accountability and information
technology systems.

In 2000, Florida enacted the Workforce Innovations Act to address these
problems. The act created Workforce Florida to govern the new system and
improved One-Stop service delivery, but state officials point out that it went much
farther. I want to highlight three elements:

• It improved the connection between the workforce system and the
business community, through efforts such as funding innovative local
economic development initiatives, addressing the unique needs of small
businesses, and revising training programs to make them more
responsive to change in the state’s economy.

• It consolidated funding that had previously been controlled by seven state
agencies, making strategic use of the funding far easier.

• It improved the connection between the state’s education system and its
economic development strategy, through initiatives such as enhancing
efforts to train incumbent workers and authorizing funding for education
and training providers that encourage responsiveness to local needs.

Workforce Florida has continued to build collaboration by working with Enterprise
Florida (the state’s economic development corporation), seating economic
development decision makers on Workforce Investment Boards, and having
workforce and economic development staff share office space.

By increasing collaboration, Florida has been able to more efficiently target funds
to industries and occupations that demonstrate continued demand during an
economic downturn.

Workforce Florida’s Operation Paycheck provides an example. Operation
Paycheck used U.S. Department of Labor funds to retrain tourism workers who
lost their jobs in the wake of 9/11, including low-wage workers and those who
had held better jobs. Enterprise Florida provided information on expected growth
industries and occupations. Community colleges, voc-tech schools, and
proprietary schools provided accelerated training in high-demand occupations.
Operation Paycheck also helped give people a boost toward gaining credentials
by granting credit for “life skills.” The training was designed to last fewer than 26
weeks—the amount of time unemployment benefits are available in Florida.
According to Workforce Florida, which managed the program, over 7,100
workers participated in the program. The average wage of those placed in new
jobs was $14.23 per hour.

Consolidating funding has helped Florida target resources to advancing
employed welfare recipients and other low-wage workers while meeting
employers’ needs for skill development. For instance, the Career Advancement
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and Retention Challenge, which moves low-wage workers up career ladders, has
received three rounds of funding. The second round trained 1,379 individuals
with $3.8 million of TANF funds. The Career Advancement and Retention
Challenge received $3.98 million in new TANF funding to support these
strategies during 2003-2004. Regional Workforce Boards (Florida’s local WIBs)
that apply for funds receive higher scores if they leverage funds, from employers
or service providers, or if they commit their own local funding.

In Wisconsin, Governor Doyle has both committed resources and targeted them.
$14.8 million went to the Technical College System to train health care workers.
$3 million was targeted for upgrading the skills of manufacturing employees. The
Doyle administration is working on targeting federal workforce investment
resources to good jobs in industries such as construction, manufacturing, and
information technology. In addition, the governor has proposed a $10 million fund
to offer free training to companies that create good jobs or introduce new
technologies.

The Doyle administration supports decision making and the delivery of education
and workforce development that are timely, agile, and responsive to fresh
knowledge of the labor market. One example is the funding it has provided for
replication of a workforce intermediary in Milwaukee, the Wisconsin Regional
Training Partnership. WRTP is a labor-management partnership located that
involves its members—100 employers and unions—in planning, designing
training to meet collective needs, and advocacy for better workforce development
policies. It can respond effectively as the economy changes. When the downturn
made placements and retention in manufacturing more difficult, WRTP diversified
and adapted. Regarding manufacturing, WRTP focused on modernization,
keeping plants open, and training for the current workforce. WRTP also
increased placements in construction and health care. The state is supporting
replication of WRTP in other labor markets. WRTP has begun working with the
paper industry in north central Wisconsin, and it is moving forward in other areas.

Next, a few things among the many good things I could say about Washington
state. Facing the need to cut 10 percent—$2.4 billion—from his state’s budget,
Washington Governor Locke and his budget team identified “the quality and
productivity of the state’s workforce” as the second highest of ten priorities for
funding. Further, to target workforce development resources effectively, the state
funds “skill panels.” The result is up-to-date information on a regional basis for
industry clusters regarding occupational demand, skills gaps, and workforce
training strategies. The information has provided a framework to guide decision
making around the use of WIA, TANF, higher education, and other workforce
development dollars.

In addition, the Education and Training Coordinating Board encourages skill
panels to do program development as well as planning. The state has found that
if skill panels develop programs, they will create effective workforce
intermediaries that have a deep understanding of specific needs and a deep
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commitment to respond to them. Finally, as Ray Uhalde said, Washington state
stands out for providing up to 52 weeks of unemployment benefits to a broad
category of workers who have been laid off and are participating in skills training,
even though the state recently shortened its regular unemployment benefits. And
the state budget provides $40 million to support retraining during this year and
the next two.

From these states efforts, I’d like to suggest four policy changes that state
officials could make:

1. Commit funding, leverage private-sector resources, and change policies
regarding what funding can be used for, eligibility requirements, and
performance requirements to provide the flexibility necessary to tailor
programs to local labor market conditions, support low-wage workers
through an advancement continuum, keep employers engaged, and
address their changing needs. In particular, support the development of
career ladder programs.

2. Develop organizational structures at the state level among workforce
development, economic development, postsecondary education, and
other agencies to increase collaboration, more efficiently target funds to
industries and occupations with the greatest demand for workers and
advancement opportunities, increase flexibility, and reduce bureaucracy in
ways that meet customer needs while cutting costs.

3. Develop the means to find out “what’s coming next” regarding workforce
development on a regional basis for key industries and occupational
groups. A high level of trust is needed to gain this kind of knowledge.
Partnerships with economic development groups, business associations,
and unions may provide it. You may want to create skill panels and
workforce intermediaries, which are designed to do so. Use the
information to guide decision making and focus the use of WIA, TANF,
higher education, and state workforce development dollars.

4. Support workforce intermediaries to provide an agile organizational
capacity to mobilize all stakeholders to improve outcomes for employers
and low-wage workers in the context of changing labor markets. Their
functions are to build partnerships, market workforce development
services to employers, do strategic planning, package funding to make it
fit needs, assist employers to improve human resources practices, and
advocate supportive public policies. Also, and this is fundamental,
intermediaries provide or broker workforce development services needed
by low-wage, low-skill workers and the employers who hire them.

In conclusion, state policymakers are likely to face fiscal pressures that tend
toward reducing funding for skill development and postsecondary education, and
political pressures that tend toward using what resources remain for those with
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higher skill levels and greater attachment to the labor market. They’ll need to
manage those pressures in order to make smart choices regarding skill
development.

To do the tough job of continuing efforts to advance low-wage, low-skill workers,
policymakers need to finance programs for that purpose. They need to use public
funding to leverage private-sector resources, especially if the economy’s upturn
starts to substantially increase demand for employees with new skills.

But other tools are at least equally important: collaborative organizational
structures, systems for learning about the emerging skill development needs of
employers and workers, and entrepreneurial workforce intermediaries able to
bring together stakeholders, leverage resources, and address those changing
needs.

These tools make it possible to be smart about the real hard choices—decisions
about where to focus resources, which unfortunately are likely to always be
scarce.

***
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