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Executive Summary

Contracted by the Minnesota Department of Economic Security (MDES), Berkeley Planning
Associates has completed a comprehensive evaluation of the Minnesota Dislocated Worker Program.
Federal funding for services to dislocated workers began in 1983 with the implementation of Title
III of the Job Training Partnership Act (JTPA). Responding to statewide recession and economic
decline, Minnesota moved to augment EDWAA funding in 1990 with the enactment of a payroll tax
on employers, targeted for services to dislocated workers. Since 1994, Minnesota’s economy has
been increasingly healthy. During this same period, state funding for the Dislocated Worker
Program increased rapidly, leading many observers to question the demand for services relative to

available funding.

Minnesota’s program for dislocated workers is distinguished by a competitive process to
select grantees that serve workers from mass layoffs; the inclusion of private, non-profit, or
independent grantees among organizations eligible to compete for discretionary funding; and a level
of state funding that substantially surpasses federal allocations. The very factors that make
Minnesota’s program unique, coupled with changing economic circumstances, lead to divergent
views among policy makers on the program’s scope and approach. This evaluation was designed
to provide the State of Minnesota and the Governor’s Workforce Development Council (GWDC)
with objective information to help guide future policies for the Dislocated Worker Program (DWP).

The evaluation used a combination of qualitative and quantitative methods and sources
including interviews, surveys, program data, and other secondary data sources. The blend of
qualitative and quantitative data sources for this evaluation has allowed us to assess overall trends
in the need for and characteristics of the Dislocated Worker Program using quantitative sources and

help explain findings using our qualitative data.

The majority of qualitative data for this report stems from extensive interviews with a variety
of informants including DWP grantees, program stakeholders, program customers, businesses,

MDES representatives, and Dislocated Worker Unit (DWU) representatives from other states. We




also used a variety of quantitative data sources to document dislocation and employment growth in
Minnesota and the U.S., as well as to analyze rapid response activities and program costs and

benefits. These included data collected by MDES as well as by the U.S. Bureau of Labor Statistics.

The evaluation’s scope and methods were limited by the short time frame for the study and
by the availability of existing data sources. In spite of these challenges, we produced many findings
that provide important insight for the future direction of the Dislocated Worker Program, which are
summarized below. In developing these findings, the evaluators acknowledge room for dispute.
Policy makers and other stakeholders have developed contending positions about the program’s

scope and approach, and we anticipate these differences will persist long after the evaluation.

General Program Design and Operations

Overall, the Dislocated Worker Program responds well to the needs of Minnesota’s workers.
Workers are recruited into services early, assessments are successfully utilized to identify appropriate
services, and reemployment outcomes are generally positive. Our review obtained significant

insights on how well the Dislocated Worker Program performs.

C Including independent grantees in the workforce development system has had a

significant impact on the Dislocated Worker Program.

Minnesota law provides for up to six private, non-profit organizations to receive grants
directly and offer services under the Dislocated Worker Program. Currently, two service providers
are designated as independent grantees. The designation and funding of independent grantees are
the source of considerable controversy; independent grantees compete with substate areas to deliver
services and receive base funding to assist workers dislocated from smaller layoffs. The impact of
independent grantees on Dislocated Worker Program procedures are greatly out of proportion to their
numbers. We question whether the advantages of including so few independent grantees in the
Dislocated Worker Program outweigh the controversy surrounding their funding and the selection

process.
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In the same period that independent grantees have become major service providers through
local competition, organizations have greatly expanded their efforts to consolidate programs,
increase collaboration, and eliminate duplication. The funding of independent grantees expands
options for dislocated workers, but opposing trends lead towards smaller numbers of more
consolidated programs. Major changes to the current system of independent grantees, however, are

limited by existing state law.

C There appears to be a high degree of coordination among organizations affiliated with

the Dislocated Worker Program.

Local organizations work together well to identify layoffs, recruit workers, and refer workers
to other programs when resources are unavailable. State staff also frequently confer with members
of the Governor’s Workforce Development Council, substate areas, and service providers when
seeking advice on major policy changes. This collaboration and communication benefits the

Dislocated Worker Program greatly.

C A key strength of the Dislocated Worker Program is its ability to recruit workers soon

after layoff.

Compared to the national EDWAA program, workers recruited into the Dislocated Worker
Program spent much less time unemployed before receiving services. Further, over two-thirds
reported having barriers to employment, and over half were 40 years or older, indicating that the

program serves those most in need of its assistance.

C Individual assessments and planning are effectively used to guide services.

Assessment was used to both determine the extent of individual workers’ needs and to
develop customized service plans. Service providers did not appear to allow workers access to
whatever services they wanted, but reviewed their skills, needs, and preferences in the context of

local labor market demand.
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C Dislocated Worker Program grantees had substantial flexibility to deliver services

based on individual need.

Most providers emphasized basic readjustment services and short-term instruction to
reemploy workers quickly in the strong job market. The emphasis on these services was supported

by the ready provision of waivers to the requirement that 50 percent of funds be spent on retraining.

C Itis unclear whether the state law requiring that a minimum of 10 percent of program

funds be allocated to supportive services for dislocated workers is warranted.

Supportive services include transportation assistance, child care and payments for health
insurance, among other needs. These services are particularly important for those enrolled in long-
term training who have exhausted their reemployment insurance benefits. But many service
providers were concerned about the effects of the requirement to spend a minimum of 10 percent of
funds on these services. Some organizations reported having difficulty meeting this requirement,
even though they believed they were providing substantial supportive services. A more flexible
amendment to this law would allow service providers to apply for waivers to this requirement if they

can justify the reason for doing so.

Discretionary Activities in Response to Larger Layoffs

C Obtaining timely information about layoffs is a key challenge to responding rapidly to

dislocations.

Many states have difficulty identifying substantial layoffs early enough to render effective
services. Lack of cooperation among some employers and limited information on how available
services can benefit employers contributes to the problem. Although MDES has a strong record in
enrolling dislocated workers shortly after layoff, it can enhance early identification of layoffs by
taking advantage of the experience of local staff and increasing training for state staff who are likely
to observe indications of a layoff. The expanding network of Workforce Centers also promises to

be an important resource for communicating with local employers.
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C National studies have shown no clear advantage to conducting rapid response at the

state versus the local level.

EDWAA and Minnesota law require the state to guide the rapid response process, yet the
extent to which the state relies on local staff expertise and resources can vary. Previous studies of
EDWAA found that rapid response services can be provided effectively at either the state or local

level, as long as staff responding to the dislocation have sufficient experience and resources.

C Employee-Management Committees (EMCs) play a crucial role in rapid response.

Minnesota’s program requires that employee representatives guide the selection of service
providers and oversee the implementation of all discretionary projects. Previous studies of EDWAA
rapid response found that employee input through such committees was significantly associated with
responsive program services. Yet, while EMCs in Minnesota play a key role in selecting providers,

they do not consistently meet throughout the life of the grant.

C The competitive selection process was the source of substantial controversy.

We found widespread perceptions that the current system for selecting organizations to
provide services to workers from mass layoffs is unfair. Major grounds for complaint included the
perception of bias on the part of DWU staff overseeing the competition and a widely held perception

that staff failed to correct omissions or misleading statements in competitive proposals.

We found little hard evidence to support the claim that the selection process was unfair, yet
the perceptions of bias are powerful and require further action to help increase the credibility of the
process. Recommendations include:

C Employing civil servants only in the state’s Dislocated Worker Unit;

C Increasing the authority of staff overseeing competitions to make judgements, correct

errors, and influence the selection process as necessary to increase its fairness;

C Providing performance and customer satisfaction data on proposers;




C Having GWDC members consistently abstain from discussions or votes to approve

grants when organizations with which they are affiliated are being considered.

C While competition among prospective grantees is healthy in the metropolitan region,

it is much less common in rural areas.

Selection processes in nine out of ten instances were uncontested in rural areas, with only
the local organization seeking to provide services. Competition was much healthier in the
metropolitan region, and more than three organizations, on average, competed at each opportunity.
MDES may want to explore strategies of encouraging competition, particularly if expanding worker
choice is akey program priority. This would be challenging in rural areas, however, where resources
are constrained. The simplest way of increasing choice would be to increase the number of
organizations eligible to compete. A more fundamental reform might be made by allowing
individual choice. Workers dislocated from mass layoffs would decide for themselves where to
receive services, moving the competition among service providers to the level of individuals. These
changes may require amendments to state law and would certainly need to be weighed against the

added administrative burden of monitoring for a larger number of providers.

Financial Performance

C The vast majority of funds raised through the payroll tax are used to provide services
to dislocated workers, but collection costs, transfers to the General Fund, and state

administrative costs consume a substantial share of tax receipts.

During Program Years 1994 and 1995, 22 percent of all funds collected was unavailable for
services to dislocated workers (11 percent was transferred to the General Fund, 8 percent went
towards collection costs, and 3 percent funded state administration). Some portion of these expenses

are unavoidable, but in total, their magnitude seems excessive.
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C Overall, Minnesota’s approach to distributing program funds is mobilizing money

where it is needed.

A major portion of funds is distributed to local organizations by formula to meet the need of
the generally-eligible population. The remainder is distributed, as needed, to respond to mass
layoffs. Minnesota’s approach is mobilizing funds where they are needed, yet there is an important
incongruity that merits attention. There is a great difference in the demand for services, relative to
available funding, in rural areas versus the metropolitan region. We noted that metropolitan service
providers experienced continued high demand for services while rural service providers needed to
conduct additional outreach to meet their spending goals. Recent changes in the formula used to

distribute funds may be contributing to these differences.

C The base funding for independent grantees to serve generally-eligible dislocated

workers is arbitrarily established based on funding in the previous year.

Substate areas receive base funding to assist the generally-eligible population that is
established by formula, which takes into account local economic factors. Yet the substantial base
funds provided to independent grantees are not similarly grounded. The arbitrariness of this process,
and the small number of independent grantees, invites charges of favoritism, and undermines the

objectivity of program funding policies.

C We estimated that the Dislocated Worker Program offers a fair return on investment

of $2.45 for every dollar invested in the program.

Existing data used to arrive at this amount, however, are inadequate to render this finding
conclusive. Due to the limitations in the data and the broad assumptions we made, we estimated that
the net social benefit per terminee is between -$6,036 and $5,592. Overall, we believe that the
benefits to participants and employers exceed the costs of the program. Indeed, representatives from

both groups universally praised the program and found it very helpful.
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Program Leadership

Providing effective policy guidance and management for the Dislocated Worker Program is
challenging but crucial for delivering services effectively. The program’s structure of funding and
operations is complex and its goals for assisting dislocated workers soon after layoff are ambitious.
Although the Dislocated Worker Program relies on local organizations to deliver services to workers,
federal legislation emphasizes the role of the state in providing leadership and policy guidance. We

found that Minnesota has had mixed success in fulfilling this role.

Statutory authority for the Dislocated Worker Program rests with the Governor, who relies
on guidance from the Governor’s Workforce Development Council. The Council in turn relies on

guidance from a subcommittee of members, the Governor’s Workforce Development Committee.

C To date, the current Governor’s Workforce Development Council and its Workforce
Development Committee have had a limited influence on the Dislocated Worker

Program

The reasons for the limited influence of these groups include the relatively recent
appointment of members to the Council, the complexity of the program, and the lack of a clear
mission and goals for the Dislocated Worker Program. Very broad goals may be found in federal
and state legislation, and in MDES’ goals for the workforce development system. Yet these goals

may not be explicit enough to guide DWP policies.

C The Governor’s Workforce Development Committee has shown admirable energy,

particularly in its review of proposals for funding.

These activities, however, appear to have diverted attention from more basic policy making
functions. Although MDES staff carefully review project proposals using explicit criteria, local
organizations had great difficulty discerning Committee preferences and policies for grant award,

and written committee guidelines could help overcome this problem.
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Economic Trends

C Minnesota’s economy is healthy and growing with low unemployment rates and high

rates of job growth.

At the time this evaluation was conducted, unemployment and Reemployment receipt rates
in Minnesota were at record low levels and job growth was high, in both absolute terms and relative
to the national economy. The Minnesota economy has not always been so healthy, and increased
unemployment and stagnating job growth accompanied the most recent recessions. These

circumstances may someday return, suggesting a need for caution in any funding reforms.

C Despite a healthy economy, about 76,000 individuals were laid off in Minnesota in 1995.

Estimates from a national survey conducted by the U.S. Bureau of Labor Statistics indicate
that roughly 76,000 Minnesotans were laid off in 1995 alone. In examining other measures of
dislocation, we find that about 13,000 individuals were served by the Dislocated Worker Program

while close to 139,000 individuals received Reemployment Insurance in Program Year 1995.

C The ratio of job seekers to jobs among workers with education levels comparable to

dislocated workers is three to one.

The vast majority of dislocated workers have a high school degree or higher education.
Among these individuals, the ratio of job seekers to jobs is three to one in Minnesota. However, the
level of need for the Dislocated Worker Program depends on the suitability of these jobs for
dislocated workers. It appears many jobs available in Minnesota have the appropriate level of skills
and wages for dislocated workers. However, for dislocated workers with a high school degree only,
pre-dislocation wage levels are higher on average than the wages in many jobs available to them.
Higher wages among workers in that education category most likely result from longer job tenure
prior to dislocation. Among this group of dislocated workers, there may be some mismatch between

their skill levels and the wages they can earn in the labor force.

1X



Funding for the Dislocated Worker Program

C State funding for the Dislocated Worker Program has expanded 48-fold between 1989
and 1995.

Between 1989 and 1995, state funding for the Dislocated Worker Program grew from
$250,000 to expenditures of more than $12 million in 1995. In the absence of reforms, funding
levels will continue to rise, in accompaniment with growth in state payrolls and the Minnesota
economy. These trends place Minnesota’s Dislocated Worker Program among the best-funded
programs in the nation. Nationally, dislocated worker programs serve only a fraction of those
eligible to receive services. Minnesota’s program serves a much higher proportion, but still less than
two out of ten eligible individuals. At the same time, many dislocated workers find employment on
their own without government assistance, so it is arguable whether the demand for services has been

fully met.

C Dislocated Worker Program funding can be better linked to demand for services.

Because funds are collected by a tax on employer payrolls, available funds are greatest when
the economy is strongest, and lowest when the economy is weakest and funding is least available
when it is most needed. State law currently permits up to $30 million in Dislocated Worker Program
funds to be reserved for future use before the payroll tax rate must be lowered. MDES has been
cautious in its use of this option, with understandable fears that a reserve fund might become a target
for unrelated purposes. We acknowledge these concerns, but point to the danger that if recessions
occur in the future, the Dislocated Worker Program may become relatively underfunded. Excess
Dislocated Worker Program funds may be best utilized by conserving them for services necessary
when the economy next falters. The risk of transfers from a reserve fund are considerable, however,

and will necessitate their careful protection if this option is pursued.

Overall Assessment of the Dislocated Worker Program

In general we found that the Dislocated Worker Program provides valuable services in an

efficient manner. Workers undergo careful assessments to identify existing skills and determine the




level of assistance required for their reemployment. Services are limited to those needed for
reemployment, and generally lead to decent jobs at decent wages. State staff and service providers
are committed to continuous improvement, and work together closely to improve the program. We
conclude that the Minnesota Dislocated Worker Program is a success, but has room for further

improvement, as is documented in more detail in the full report.
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I. Introduction

This report is the culmination of a comprehensive evaluation of the Minnesota Dislocated
Worker Program. The Dislocated Worker Program serves workers in Minnesota who have been
adversely affected by layoffs, mass layoffs, and plant closings. Services provided through the

program range in scope from basic readjustment services to long-term occupational training.

The Minnesota Department of Economic Security (MDES) and the Governor’s Workforce
Development Council selected Berkeley Planning Associates (BPA) to perform this evaluation in
December, 1996, and the evaluation commenced in January, 1997. As discussed in the request for
proposals, “various conflicting positions on the scope and approach to this program” compelled state

policymakers to commission this analysis." Highlights of this report include:

C An analysis of the extent of dislocation and job creation in Minnesota;

C A survey of every state regarding programs similar to the Minnesota Dislocated Worker
Program:;

C Detailed reviews of program funding, operations, and effectiveness;

C An examination of program costs, benefits, and return on investment; and

C Policy recommendations regarding potential modifications to the program.

The Minnesota Dislocated Worker Program (DWP) is supported by both federal and state
funding. Federal funding is authorized under Title III of the Job Training Partnership Act (JTPA)
while state funding derives from a tax of 1/10th of one percent on wages taxable under the
Reemployment Insurance (RI) program. Although all states receive JTPA funding, relatively few

supplement services to dislocated workers with state funds, particularly at as high a level as

'See the Dislocated Worker Program Evaluation Request for Proposals, page 3.
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Minnesota. This exceptional nature of Minnesota’s program was a key motivation for initiating the

evaluation.

Federal funding for services to dislocated workers began in 1983 with the implementation
of JTPA. Major changes in services to dislocated workers were mandated by the Economic
Dislocation and Worker Adjustment Assistance (EDWAA) Act, which was implemented in 1989.
Despite repeated attempts in Congress to reform the workforce development system, EDWAA
remains the chief vehicle for federal funding of services to dislocated workers. Minnesota moved
to supplement EDWAA funding in 1990 with the enactment of a payroll tax on employers, targeted
for services to dislocated workers. Growth in state revenues from the tax outpaced federal EDWAA

funding, and in recent years the state program has surpassed its federal counterpart.

Growth in state tax revenues has occurred simultaneously with economic expansion, and
critics have questioned the need for funding services to dislocated workers at a time of record low
unemployment levels. At the same time, questions have been raised regarding the uses and
allocation of program funds, as well as overall program performance. Specific issues identified in

the evaluation request for proposals included:?

(1) An accounting of how dislocated worker funding is spent, including a breakout of expenses
for administration and direct services to dislocated workers.

(2) The size of the dislocated worker problem, including a trend analysis of the number of
dislocated workers and how this compares with jobs created over time which have
comparable wages and skills.

3) A statistical analysis of the effectiveness of current programs and recommendations
regarding the most cost-effective methods to find employment for dislocated workers.

4) The level of public funding needed to help address the dislocated worker problem, including
information on the level of funding in other states.

(5) Information on the level of need for the state support portion of the dislocated worker
program.

See Appendix D for a discussion of how the evaluation addresses each of these issues.

1-2



(6) Evaluation of the current funding source and recommendation on alternative funding sources,
including information on funding sources in other states.

(7) Development of models for fair distribution of dislocated worker program resources.

(8) The estimated return on investment.

Our evaluation sought to respond to this broad array of issues. We faced substantial
constraints, however, in developing conclusive responses to every concern. The chief obstacle we
faced was methodological, that is, related to the methods available for our research. Conclusive
responses to several of these issues require a comparison between the Minnesota Dislocated Worker
Program and other program alternatives, specifically what participant outcomes would have been
in the absence of the program. Thorough analyses of program effectiveness and return on
investment, in particular, require a comparison between the existing program and likely alternatives.
Although researchers have developed reliable methods for comparing program outcomes to what
would have occurred in their absence (i.e., an experimental design), evaluations employing these
methods typically require many years to complete and cost several million dollars, both of which
were far beyond the scope of this project.” We have utilized the most rigorous methods and
complete data available in the forthcoming analyses, but because we were unable to test what
outcomes would have been under other program scenarios, some of our findings cannot be deemed

conclusive.

The other potential limitation in the findings of this evaluation is its timing. As noted above,
the current economic conditions in Minnesota have created a high level of funding through the
employer payroll tax and a relatively low level of need as evidenced by the record low
unemployment rates in the state. We do not mean to imply there is no current need for DWP
services, but to emphasize the unusual period in which this evaluation occurs. Our research covers
Program Years 1994 and 1995, periods of economic boom in the state. In making policy

recommendations, however, we will be cognizant of the fact that the economic situation is not likely

3'Examples of evaluations employing such methods include the U.S. Department of Labor’s National JTPA
Study, and the ongoing Net Impact Study of EDWAA. In addition to substantial cost and time, such studies also
require program operators to collaborate in an experiment in which up to half of eligible applicants are denied
services, but subsequently tracked to assess their outcomes in the absence of the program being evaluated.
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to be permanent and the program must be prepared to address the needs of dislocated worker in all

aspects of the business cycle.

Despite these caveats, our evaluation has important and useful findings to offer to the many
parties with a stake in the Minnesota Dislocated Worker Program. The remainder of the report is
laid out as follows. Chapter Il provides an overview of our research, and describes our data sources
and analytic methods. Chapter III reviews data on dislocation and job creation to examine the
economic context in which the Minnesota Dislocated Worker Program operates. In Chapter IV we
compare the Minnesota Dislocated Worker Program to those in other states. Chapter V examines
the overall organization and effectiveness of the program, and Chapter VI addresses these issues
particularly as they apply to the provision of services to workers dislocated in large-scale layoffs.
Chapter VII examines program finances and return on investment. In Chapter VIII we conclude with

recommendations and options for Minnesota policymakers.
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II. DATA SOURCES AND EVALUATION METHODS

In this chapter we discuss the data sources and methods used to complete the findings
presented in this report. We used a combination of qualitative and quantitative methods and sources
including interviews, surveys, program data, and other secondary data sources. Understanding the
data sources used, and their limitations, is key to interpreting the findings presented. We begin by

describing the qualitative data sources and methods and then describe the quantitative ones.

1. QUALITATIVE DATA SOURCES AND METHODS

The majority of qualitative data for this report stems from extensive interviews with a variety
of informants including DWP grantees, program stakeholders, program customers, businesses,
MDES representatives, and DWU representatives from other states. In this section we describe each
of these groups in detail, highlighting the key issues we focused on in our investigation and any
sampling strategies we used to select informants. These issues are also summarized in Figure I1-1

below.

Figure I11-1
Summary of Key Issues by Informant

Informant Key issues

characteristics of the service area and local labor market
characteristics of workers typically affected by layoffs
community resources available to assist dislocated workers
grantee’s history of serving dislocated workers

grantee’s experience with the selection process for dislocation
event services grants

grantee organization and administration

funding allocations and expenditures

client priorities

service priorities

service delivery strategies

areas for DWP improvement or restructuring

DWP grantees

O OO OO

OO OO OO
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Figure 1I-1 (continued)

Informant

Key issues

Stakeholders (GWDC,
legislative staff, prospective
grantees)

individual or organizational background

extent of participation with the DWP

issues of greatest importance

issues or concerns about current funding arrangements and
priorities for the Dislocated Worker Program

overall assessment of the program

OO OO

(ep)

Customers

demographic characteristics

work history

circumstances surrounding job loss

initial contact with the Dislocated Worker Program
involvement in rapid response planning (if applicable)
participation during rapid response (if applicable)
participation after rapid response

experience locating employment

employment experience

OO OO OO OO

Businesses (layoff employers
and hiring employers)

For businesses involved in rapid response:
C company size and products
workforce characteristics
context of layoff
planning for rapid response
activities and services provided during rapid response
issues or concerns about current funding arrangements and
priorities for the Dislocated Worker Program

O OO OO

For businesses hiring substantial numbers of DWP customers:
C company size and products
workforce characteristics
workforce needs
employer’s involvement with the DWP grantee
employer’s experience hiring DWP participants
issues or concerns about current funding arrangements and
priorities for the Dislocated Worker Program

OO O OO

MDES representatives

history of the dislocated worker program

MDES'’ role in setting statewide policy goals and objectives
MDES'’ role in the design and implementation of rapid response
MDES'’ role in setting client priorities

MDES’ role in setting service priorities

issues related to designing and implementing DWP

MDES’ role in allocating federal funds to grantees

MDES'’ role in collecting and distributing state funds

other issues related to funding and resources.

OO OO OO OO

DWU representatives from
other states

characteristics of state-funded programs

funding levels

changes in funding levels

funding mechanisms

distribution of funding

client and service priorities

program context and outcomes

conflicts or issues over program funding or priorities

OO OO OO
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a. DWP GRANTEES

We conducted extensive in-person interviews with a sample of six DWP grantees and phone
interviews with the eight other grantees not visited in person, the findings from which are discussed
most directly in Chapters V and VI, but appear throughout this report. In-person interviews lasted
several hours each, and involved substate area (SSA) directors as well as service delivery area (SDA)
directors or program planners who were invited by the SSA directors. The phone interviews were

necessarily shorter than the in-person interviews, and were limited to SSA directors.

By conducting six in-person interviews, we were likely to insure a representative sample of
grantees almost regardless of our sampling procedures. However, to insure that no important
categories of grantee were missed, we established several sampling strata to guide the selection
process. Figure II-2 presents basic grantee characteristics, while Figure II-3 identifies key strata and
selected grantees. Key strata included: SSA vs. independent grantee, metro vs. non-metro, and
grantee size. We split grantee size into three categories (large, medium, and small), based on
allocations.! We also examined the number of terminations by grantee to assess size, but this
produced a different ordering of grantees than was provided by allocations. In the end we
determined that allocations were the purer measure of size. Grantee decisions or activities might

affect termination numbers, but allocations were less subject to grantee-level influences.

Our sampling strategy was influenced by the need for purposive selection. For example, SSA
6 is substantially larger than any other grantee, and merited inclusion in the sample on that basis
alone. In addition, since there were only three independent grantees, we believed it was necessary

to visit at least two in order to represent this group adequately.

Our final decisions regarding the sampling of grantees to visit are represented by the shaded

rows in Figure III-3. As shown in the final row of that table, this sample provided us with a

'"We defined grantees with combined PY94-95 allocations of less than $2 million as
small, with allocations between $2 million and $4 million as medium, and with allocations
greater than $4 million as large.
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substantial portion of each stratum. Except for the category of small grantees, we planned to visit

between one-third and two-thirds of the grantees in each stratum.

Figure II-2

Grantee Characteristics

. PY94-95 Combined PY94-95
Characteristics All ti T .
SSA# Name ocation erminees
Type Location Amount ($) | Rank | Number | Rank

01 Rural Minnesota CEP, Inc. SSA Non-metro: NW 3,290,839 6 1200 5

02 | Northeast Minnesota Office of | g Non-metro: NE | 2145242 | 10 908 8
Job Training

03 Southwest Minnesota PIC SSA Non-metro: SW 4,468,703 3 1413 2

04 South Central Minnesota PIC SSA Non-metro: SC 2,345 477 9 431 12

05 Southeastern Minnesota PIC SSA Non-metro: SE 3,760,927 5 1260 3

o | Hennepin County Training & | gg Metro 7,043,494 1 3075 1
Employment

o7 | Minneapolis Employmentand | gg, Metro 2,851,358 7 1218 4
Training Programs

og | St Paul Workforce SSA Metro 4,739,937 2 652 9
Development Division

09 | Anoka County Job Training SSA Metro 1920513 | 11 528 10
Center

1o | Dakota County Job Training | ggp Metro 1781746 | 14 1112 6
Center

11 Ramsey County Job Training SSA Metro 1,825,632 12 466 11

. gAW Dislocated Worker Independent | Statewide 1785196 | 13 233 14

rograms
- ICr)::reer Management Services, | |\ yohendent | Statewide 3,686,906 4 320 13
. '\B":;’e]ael‘j‘"ta Teamsters Service | | yooendent | Statewide 2,364,565 8 912 7

Source: MDES Contract history, Administrative records.




Figure I11-3

Sampling Strata and Proposed Sample

Type Service area Size
S Service provider
# ssA | Indepen- | ptro | Non- | State- Large | Medium | Small
dent metro wide
01 Rural Minnesota CEP, U U U
Inc.
02 Northeast Minnesota
Office of Job Training U U U
03 Southwest Minnesota U U U
PIC
04 South Central
Minnesota PIC U U U
05 Southeastern
Minnesota PIC U U U
06 Hennepin County
Training & U U U
Employment
07 Minneapolis
Employment and U U U
Training Programs
08 St. Paul Workfo'rge. U U U
Development Division
09 Anqu County Job U U U
Training Center
10 Dalfo.ta County Job U U U
Training Center
11 Ramsey County Job
Training U U U
- UAW Dislocated
Worker Programs U U U
= Career Management
Services, Inc. U U U
-- Minnesota Teamsters
Service Bureau U U U
. . 4/11 2/3 2/6 2/5 2/3 2/3 317 1/4
Pr°p°”'°S”a‘r’nfpﬁ2t99°ry in (36% | 67%) | (33%) | 40%) | ©7%) | 67%) | (43%) | (25%)
)

Note: See text for definition of size categories.
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Our plans to visit two of the three independent grantees were upset by the sudden shutdown
of Career Management Services, Inc. (CMS), a subsidiary of the Employers’ Association. Shortly
before our scheduled visit to CMS, agents of the Federal Bureau of Investigation seized program
records in an investigation of alleged fraudulent activities. MDES immediately terminated its
contracts with CMS, and we elected to drop CMS from our grantee sample. We maintained our
planned visit with the Teamsters’ Service Bureau, however, and added visits to several non-profit

subgrantees.

Issues for discussion with DWP grantees included characteristics of the service area and local
labor market, characteristics of workers typically affected by layoffs, the community resources
available to assist dislocated workers, the grantee’s history of serving dislocated workers, the
grantee’s experience with the selection process for dislocation event services grants, grantee
organization and administration, funding allocations and expenditures, client priorities, service
priorities, service delivery strategies, program effectiveness, and areas for DWP improvement or

restructuring.

b. STAKEHOLDERS

We conducted in-person interviews with the following types of stakeholders: Governor’s
Workforce Development Council (GWDC) members, legislators and legislative staff members.
While our preference was to conduct interviews in person, we interviewed individuals both in-person
and over the phone. Our interviews with GWDC members were conducted both by phone and in-
person. We conducted all legislative interviews over the phone as these individuals were most

difficult to reach.

Unlike the case of substate grantees, we believed that the sampling for these interviews
should not be random, but should be guided by the GWDC and MDES. To assure broad
representation, individuals selected for interviews held a range of viewpoints and come from a
variety of backgrounds. In particular, we sought to elicit input from across the political spectrum,

and contacted legislators and aides from both major parties. We followed guidance from MDES and
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GWDOC in both identifying appropriate individuals and reviewing our overall plans for obtaining

stakeholder input.

Topics for discussion with stakeholders spanned the broad set of issues for evaluation,
including: individual or organizational background, extent of participation with the DWP, issues of
greatest importance, issues or concerns about current funding arrangements and priorities for the

Dislocated Worker Program, and overall assessment of the program.

¢. CUSTOMERS

We conducted interviews with several DWP customers from each of the six grantees at which
we conducted in-person interviews. We selected customers who had terminated at least six months
prior to our visit to allow sufficient time to reflect upon the relevance and value of DWP services
received. We also specified that these individuals be terminated no longer than twelve months prior
to our visit to minimize recall problems. Interviews were conducted during evenings and by phone,

when employed individuals are more likely to be at home.

To identify sample customers we asked grantees to randomly sample individuals meeting the
criteria laid out above. We attempted to obtain contact information for ten such individuals per
grantee, twice the number we actually sought to interview. This larger number allowed for some loss
of sample due to terminees who had moved or could not be contacted. In addition, we also obtained
lists of participants who had served in Employee Management Committees from MDES. We were

able to complete approximately 20 interviews with DWP terminees.

While this number of interviews could not provide us with a statistically representative
sample, it did allow us to explore a range of important subjects. Issues for discussion with
customers included demographic characteristics, work history, circumstances surrounding job loss,
initial contact with the Dislocated Worker Program, involvement in rapid response planning (if
applicable), participation during rapid response (if applicable), participation after rapid response,

experience locating employment, and employment experience.
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d. BUSINESSES

We conducted interviews with two different sets of businesses: those that have laid off
workers served by the DWP (i.e., businesses participating in rapid response) and those that have
hired a substantial number of DWP customers. Within each of these groups, we sought to interview
two businesses for each grantee visited in-person. Several grantees had difficulty identifying
businesses that had hired DWP customers, reducing the number of businesses contacted to

approximately 20.

To identify the first group of businesses we relied on the MDES records. We requested a list
of all businesses participating in rapid response in Program Years 1994 and 1995 for each grantee
participating in in-person visits. We randomly selected four businesses per grantee, and completed

interviews for two of these.

We found that lists of businesses hiring substantial numbers of DWP participants were
available only anecdotally. As part of our in-person visits we asked grantees for names of businesses
hiring five or more participants over the past several years. We obtained the names of as many

businesses as possible, then selected four businesses from which we interviewed two.

While this number of interviews could not provide us with a statistically representative
sample, it did allow us to explore a range of important subjects. Issues for businesses involved in
rapid response included: company size and products, workforce characteristics, context of layoff,
planning for rapid response, activities and services provided during rapid response, and employer’s

thoughts about the current funding arrangements for the Dislocated Worker Program.

Issues for businesses hiring substantial numbers of DWP customers include: company size
and products, workforce characteristics, workforce needs, employer’s involvement with the DWP
grantee, employer’s experience hiring DWP participants, and issues or concerns about current

funding arrangements and priorities for the Dislocated Worker Program.
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e. MDES REPRESENTATIVES

We conducted interviews with a range of MDES representatives, ranging from those
responsible for administration of the Dislocated Worker Unit and coordination of Rapid Response
to the Commissioner. Issues for discussion in these interviews included: history of the dislocated
worker program, MDES’ role in setting statewide policy goals and objectives, MDES’ role in the
design and implementation of rapid response, MDES’ role in setting client priorities, MDES’ role
in setting service priorities, issues related to designing and implementing DWP, MDES’ role in
allocating federal funds to grantees, MDES’ role in collecting and distributing state funds, and other

issues related to funding and resources.

f. DWU REPRESENTATIVES FROM OTHER STATES

We conducted interviews with Dislocated Worker Unit representatives in every state,
sometimes interviewing multiple individuals in the DWU or those in other divisions or agencies to
follow up on reports of programs of interest. All 50 states were contacted via telephone to determine
which funded services to dislocated workers. Follow-up calls were made to states which had such
funding to determine how it was used and distributed, as well as to identify any research conducted
onrelated programs. Survey questions were open-ended, and were designed to generate free flowing

discussions on a range of relevant topics.

As discussed in detail in Chapter IV of this report, issues for discussion with DWU
representatives and others included: the characteristics of state-funded programs that serve dislocated
workers, attempt to prevent layoffs, or otherwise invest in the workforce; funding levels, funding
mechanisms, changes in funding levels over time and in response to demand shifts, and the
distribution of funding for such programs; client and service priorities; program context and

outcomes; and conflicts or issues over program funding or priorities.

Data from the survey of states is limited by the quality of responses received. Our initial
point of contact for these surveys was a representative of the Dislocated Worker Unit (DWU) in each

state (an office mandated under EDWAA), but these individuals were not always well prepared to
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discuss state programs outside of EDWAA. In some cases DWU representatives provided
information that was determined to be incorrect after we completed follow-up calls with different
individuals. It is also possible that we received incorrect responses, indicating no additional state
funds for dislocated worker services, in our initial calls to states. In such instances we would not
have made performed a follow-up call, and would never have learned of this mistake. Despite these
weaknesses, though, the state survey is the best source of information available for identifying state-

funded programs for dislocated workers

2. QUANTITATIVE DATA COLLECTION

Throughout the report we use a variety of data sources to document dislocation and
employment growth in Minnesota and the U.S., as well as to analyze rapid response activities and
program costs and benefits. In this section we detail the sources of data that are used and discuss

some of their limitations.

a. DATA ON DISLOCATION

Measuring the number and characteristics of dislocated workers is a challenging task,
particularly at the state level. Data are collected on the number and characteristics of dislocated
workers receiving services from the Minnesota Dislocated Worker Program, but this program serves
only a fraction of the population of dislocated workers. Statistics are also collected on the number
and characteristics of individuals who are unemployed and who receive Reemployment Insurance
benefits, but dislocated workers are only a subset of both these groups. Also recorded is the number
of mass layoffs, which includes layoffs of 50 or more individuals at a firm, but these data do not

include dislocated workers from smaller firms or those dislocated from jobs not covered by RI.

The only nationally representative and comprehensively collected data on the number and
characteristics of displaced workers is the Displaced Worker Survey collected by the U.S. Bureau
of the Census. The 1996 Displaced Worker Survey (DWS) was collected in February 1996 as a
supplement to the Census Bureau’s Current Population Survey (CPS). The DWS universe includes

all individuals age 20 and older. Workers are classified as displaced if they report having been
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displaced to the interviewer. Specifically, workers are classified as displaced if they answer yes to

the following question:

“During the last 3 calendar years, that is January 1993 through December 1995, did you lose
a job, or leave one because: your plant or company closed or moved, your position or shift
was abolished, insufficient work or another similar reason?”

In addition, identifiers allow researchers to examine those who were displaced in only the last year.
While these data provide excellent national and regional information on dislocated workers, small
sample sizes within individual states prohibit useful analysis of the number and characteristics of

dislocated workers in the state of Minnesota.

Because of these limitations, we utilize data from a variety of sources to draw a composite

picture of dislocation in Minnesota and the U.S.

Minnesota data:

C Unemployment rates from Local Area Unemployment Statistics (LAUS), a project jointly
sponsored by MDES and U.S. Department of Labor, Bureau of Labor Statistics.

C Minnesota data from the Reemployment Insurance (RI) system, provided in the format
requested by BPA from the MDES Research and Statistics Office.

C Minnesota data collected by the Dislocated Worker Program (DWP) on the Standardized
Program Information Record (SPIR) and provided to BPA by MDES, including data on
participants in the state-funded portion of the program.

C Minnesota data on participants for years prior to SPIR data collection, based on the Worker
Adjustment Program Annual Report (WAPR).

C Minnesota data on Mass Layoff Statistics (MLS) from various MLS reports published by the
U.S. Department of Labor, Bureau of Labor Statistics.

C BPA tabulations of 1996 Displaced Worker Survey (DWS) data, collected by the U.S.

Bureau of the Census.
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U.S. and Midwest data:

C

Unemployment rates from the Current Population Survey available from the U.S.
Department of Labor, Bureau of Labor Statistics.

U.S. data on the Unemployment Insurance (RI) system, provided in the format requested by
BPA from the U.S. Department of Labor, Employment and Training Administration,
Unemployment Insurance Service.

U.S. data collected from state Dislocated Worker Programs on the Standardized Program
Information Record (SPIR) which is publicly available through the U.S. Department of
Labor, Employment and Training Administration.

U.S. data on Mass Layoff Statistics (MLS) from various MLS reports published by the U.S.
Department of Labor, Bureau of Labor Statistics.

BPA tabulations of 1996 Displaced Worker Survey (DWS) data, collected by the U.S.

Bureau of the Census.

b. DATA ON JOB CREATION

A key measure of job availability is job creation or job growth. This is measured as the

difference from year to year in the aggregate number of jobs reported in total or by industry or

occupational category. Job creation and job growth in aggregate and by industry or occupation are

measured in Minnesota and the U.S. through a number of employer surveys sponsored jointly by the

U.S. Bureau of Labor Statistics and the state of Minnesota. We use three main data sources in

discussing employment and job growth:

Current Employment Statistics (CES),
Occupational Employment Statistics (OES), and
1994-2005 Employment Projections by industry and occupation.

Most of the data presented on employment and employment growth come from the CES,

which is data collected on employment, hours, and earnings for non-agricultural establishments.

These measures are collected for seven industries and in total. Another data source utilized in this

report is the OES, collected by the state of Minnesota in conjunction with the U.S. Bureau of Labor
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Statistics. Data come from a state survey of Minnesota employers and document the number
workers employed in each of a variety of occupations. We also utilize some data on projections of
employment from 1994 to 2005. These projections, calculated by MDES, are based on data from
Current Employment Statistics, Census Bureau data, Occupational Employment Statistics, and other
data sources. These data include agricultural establishments. All of the data presented in this section

were obtained from either MDES or the U.S. Bureau of Labor Statistics.

Note that these surveys measure employment, not the number of workers. If an individual
has two jobs, each would be counted separately. This differs from labor force and unemployment
statistics discussed above which are measured by surveys that ask individuals about their labor force
participation. In this case, an individual is counted as an employed person once, regardless of the

number of jobs he or she holds.

c. RAPID RESPONSE DATA

To examine several issues related to rapid response and the funding of DWP project grants,
we obtained data on individual grants from MDES. These data encompassed all projects funded
between June 1, 1994 and July 30, 1996, and included: grantee names, company names, start and end
dates, grant amounts, date of first contact, date of grantee selection, date of Governor’s Workforce
Development Committee approval, substate area in which the layoff occurred, organizations which
competed for project grants, and the MDES staff member responsible for administering the grantee
selection process. Our analyses of these data addressed the timing of grantee selection, the extent
of competition for project grants, and potential bias in their award. Results of these analyses are

reported in Chapter VI.

d. COST-BENEFIT DATA

Chapter VII describes a variety of data utilized in our financial analyses. These data were
drawn from several sources. We obtained information on program and administrative expenditures
and allocations from MDES. These data have not been presented formally in any publication, but

are maintained as a matter of financial record-keeping. In the development of our cost-benefit model
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we used SPIR data on length of participation and post-program wage to estimate foregone leisure
and production. We developed ranges of participant earnings gains based on several previous net
impact studies, among them Bloom (1990), Leigh (1990), Jacobson and Lal.onde (1997), and Bloom
et al. (1993). Most of the studies we examined involved random assignment of individuals to
program and control groups, but one relied on a comparison study design. Data on employer and
employee impacts proved much more difficult to obtain. These items are less tangible than earnings
impacts or program costs, and have been researched much less extensively. Due to this lack of data,
our estimates of employee and employer impact are less well-founded, and have been presented as
broad but ultimately arbitrary ranges. Tax increment estimates are based on 1995 Minnesota and

federal income tax rates, as discussed further in Chapter VII.
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I1I. EXTENT AND NATURE OF DISLOCATION IN MINNESOTA

Since 1994 Minnesota’s economy has been healthy and growing, leading to lower
unemployment rates, lower rates of public assistance receipt, and positive job growth. However, the
Minnesota economy has not always been so healthy; increasing unemployment and stagnating job
growth accompanied the most recent recessions. In this chapter we examine the strength and
characteristics of the Minnesota economy, focusing on the extent and nature of dislocation and the
concomitant rate of job growth. This analysis describes the extent of need among dislocated workers
and therefore provides policymakers with important information for assessing the utilization of the

Dislocated Worker Program and its effectiveness in providing services to participants.

In this chapter we examine the size of the dislocated worker problem, including a trend
analysis of the number of dislocated workers, and analyze how this compares with jobs created over
time. More specifically, we focus on the following:

C The extent of dislocation in Minnesota, the Midwest, and the U.S. in total, including the

characteristics of dislocated workers in Minnesota and the U.S.,

C The extent of job creation in Minnesota and the U.S.,
C Whether there are enough jobs for dislocated workers, and
C Whether dislocated workers will be prepared to take newly created jobs?

Each of these topics is discussed in detail below.

1. EXTENT OF DISLOCATION

a. How MANY DISLOCATED WORKERS ARE THERE IN MINNESOTA TODAY?

Throughout the text of this report we use the phrase “dislocated worker” to refer to those
individuals who may potentially be served by the Dislocated Worker Program (DWP). There are
a variety of other definitions of dislocation as well, so that pinpointing one number as the number
of dislocated workers in the state is difficult. As outlined in the Administrative Manual for JTPA
Programs, dislocated workers eligible for the DWP are individuals who meet one of the following

criteria:
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C have been terminated or laid off or who have received a notice of termination or layoff from
employment, are eligible for or have exhausted their entitlement to unemployment
compensation, and are unlikely to return to their previous industry or occupation;

C have been terminated or have received a notice of termination from public or private sector
employment, as a result of any permanent closure of or any substantial layoff at a plant,
facility or enterprise;

C are long-term unemployed and have limited opportunities for employment or reemployment
in the same or similar occupation in the area in which such individuals reside, including older
individuals who may have substantial barriers to employment by reason of age;

C were self-employed (including farmers and ranchers) and are unemployed as a result of
general economic conditions in the community in which they reside or because of natural
disasters, subject to rules to be adopted by the commissioner; or

C workers who have not received an individual notice of termination, but who are employed

at a facility for which the employer has made a public announcement of planned closure.

This definition includes as eligible many workers who might not be classified as dislocated
under other definitions. For example, another widely accepted definition of dislocated workers are
those who lost jobs as a result of a plant closing, major layoff, or the permanent loss of their
particular job." This more narrow definition would count as dislocated many fewer individuals than
would be eligible for services under the Minnesota Dislocated Worker Program. In either case,
however, dislocation is not synonymous with unemployment as unemployed workers may be out of
work for other reasons, such as having quit their jobs, or being let go from jobs due to poor

performance, or entrance to the labor force for the first time.

Although the definition of dislocation we are most interested in is laid out clearly in state
regulations, there is no corresponding set of data available that identifies those individuals. Rather,
there are a variety of data sources that include dislocated workers, but either contain only a fraction
of them or consist of many other types of individuals as well. As we discuss in more detail below,

some state data sources, such as Reemployment Insurance and unemployment statistics, include

'See Cook (1987) for a discussion.
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dislocated workers, but also include others who would not be eligible for the DWP. In contrast, data
on workers served by the DWP and data from Mass Layoff Statistics include some of the individuals
eligible for the DWP, but not all of them. Hence, pinpointing an exact number of those eligible for

the DWP, what we refer to as dislocated workers, in the state is not possible.

However, to provide a sense of the magnitude of the dislocation problem in Minnesota
relative to elsewhere in the U.S., Figure III-1 presents displacement rates for the U.S., the Midwest,
and Minnesota using data from the Displaced Worker Survey (DWS) which is collected nationally
by the Bureau of Labor Statistics. Being displaced, in this case, indicates that individuals have lost
a job or left one because their company closed or moved, their position or shift was abolished, there
was insufficient work at their job, or another similar reason.” With supporting documentation, those
who identify themselves as displaced in the survey would likely qualify for the DWP. However,
many other individuals who would not respond affirmatively to this question would also be classified
as dislocated by the DWP. Most notably, these might include those who are long-term unemployed,
were self-employed but are now unemployed, or who received a layoff notice but have not yet been
terminated. Despite this mismatch in definition, the DWS is the only nationally available survey
data regarding displacement and dislocation, and provides an important source for comparisons

between Minnesota and the rest of the nation.

Employing the DWS data, we developed two definitions of the displacement rate: the share
of labor force participants in February 1996 who reported being displaced within the last year or the
last three years. The data presented in Figure III-1 indicate that 2.6 percent of the Minnesota labor
force (including employed and unemployed individuals) reported being displaced between January
and December 1995. Just over 10 percent indicated they had been displaced at some time since
January 1993. In raw numbers, close to 300,000 workers were displaced in Minnesota between

January 1993 and December 1995, 76,500 of whom reported being displaced in calendar year 1995

See Chapter II for the exact wording of the DWS question. In addition, all other data sources used in this
chapter are described in detail in Chapter II as well.

3These raw numbers also include individuals who are not in the labor force. These individuals were not
included in the numbers reported in Figure I1I-1. All reported numbers are adjusted using weights provided by the
DWS.
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The 1995 Minnesota displacement rate is lower than that of both the Midwest as a whole and the

national average.

Figure 111-1

Displacement Rates
as a Share of the Labor Force

N W b~ OO N

Displacement Rate

-
]

U.S. Midwest Minnesota

. % Displaced last year

. % Displaced in last 3 years

Source: BPA tabulations from the 1996 Displaced Worker Survey

Figure III-2 below provides several additional estimates of dislocation in Minnesota. In
addition to data from the Displaced Worker Survey, this figure includes data from unemployment
statistics, Reemployment Insurance claimants, Mass Layoff Statistics, and Dislocated Worker
Program statistics. As shown in Figure I1I-2, these data sources establish a range of estimates of the
number of dislocated workers in Minnesota between 12,398 and 138,551 individuals. It is unclear
which of the five estimates of the number of dislocated workers in the state best represents the actual

number of individuals who are eligible for the DWP.
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Estimates of Dislocated Workers in Minnesota and the U.S.

Figure I11-2

Using Various Definitions
Number Number Number
Affected by Displaced Unemployed | Number with

Number DWP | Mass Layoffs Workers in Workers in RI Claims in

Particigants4 in 12225 1995 1995 12256
Estimated Number of 12,398 19,226 76,500 96,161 138,551
Dislocated Workers in
Minnesota
Estimated Number of 241,433 1,100,273 4,751,776 7,404,750 11,336,851
Dislocated Workers in
the U.S.

Sources: Minnesota and U.S. data from the Standardized Program Information Report (SPIR); various
issues of Mass Layoff Statistics, U.S. Bureau of Labor Statistics; BPA tabulations from the 1996 Displaced
Worker Survey; Unemployment Figures from the Current Population Survey, U.S. Bureau of Labor
Statistics, and Local Area Unemployment Statistics from MDES; data provided by U.S. Department of
Labor/Employment and Training Administration/Unemployment Insurance Service and MDES on Ul and
RI claimants.

The number of DWP participants, (12,398) is unlikely to be the most accurate because it only
counts those who actually obtain services, not all who are eligible and in need of them. It also does
not include individuals who received Rapid Response services but did not enroll in the DWP for
additional services. Similarly, the number affected by mass layoffs (19,226) also underestimates the
actual number of dislocated workers in the state. Mass layoffs include only layoffs from
establishments which have at least 50 initial RI claimants with separations lasting at least 31 days.
Layofts from smaller establishments are not counted in the mass layoff statistics. Mass layoffs are
also unlikely to obtain information on the long-term unemployed, self-employed, or individuals

displaced from jobs not covered by RI. Because we have no information about the share of

dislocated workers coming from smaller firms or other jobs which would not be counted, it is not

“For Minnesota, this is the number of Dislocated Worker Program enrollees, including those in both the
federally funded and state funded portions of the program, in Program Year 1995. For the U.S. in total, the number
includes only terminees from the federally funded portion of the program and corresponds to program year 1994.

>Data for the first quarter of 1995 are unavailable. The annual number of separations resulting from Mass
Layoffs reported is the sum of the second, third and fourth quarters of 1995 and the first quarter of 1996.

®Includes both new and transitional RI claims in 1995.
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possible to assess the accuracy of the mass layoff statistics in estimating the total number of

dislocated workers in the state.

On the opposite end of the spectrum, we know that both the total number of unemployed
workers in the state (96,161) and the number with RI claims (138,551) both overestimate the number
of dislocated workers. Although more reliable and estimated with greater precision than the DWS
estimate, figures from state unemployment statistics include many unemployed individuals who
cannot be categorized as dislocated under state regulations. Specifically, unemployment statistics
include those dislocated workers who were unable to find work but are still looking. Also counted
as unemployed are others who are not dislocated but may have quit their jobs or who just entered the
labor force and have not yet found work. Not only do unemployment statistics include many
unemployed individuals who are not dislocated, they also do not even include all dislocated workers.
Some dislocated workers may have already found a job and be employed at the time of the survey.
Conversely, some may have stopped seeking work and left the labor force, in which case they would

not be counted as employed or unemployed.

The estimate of the number of dislocated workers based on RI claimants provides a maximal
estimate. The RI system serves many more individuals than merely those who are dislocated or
unemployed in that year. This is partially because individuals can receive RI over a period of 26
weeks, and benefits are not necessarily received during the year the individual became unemployed
or dislocated. The RI system also serves individuals who are not dislocated, but became unemployed
for other reasons. For example, seasonal workers, such as those in construction and agriculture

related industries, may receive Rl in the off season but would never have been dislocated.

The DWS estimate provides a median estimate of approximately 76,500 dislocated workers
in Minnesota. Although DWS’ definition of displacement differs in some substantial ways from the
state’s definition of dislocation, other dislocation measures provided in Figure I1I-2 suffer similar
problems. Throughout the remainder of this section, we utilize the DWS estimate as an approximate

number of dislocated workers in the state. However, as noted above, it is an imperfect measure.
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Although there were roughly 76,500 dislocated workers in 1995, only 12,398 of these
individuals were enrolled in the Minnesota Dislocated Worker Program that Program Year. Ofthe
76, 500 reported displacements in 1995, roughly 13 percent, or close to 8,500, of these individuals
were unemployed at the time they were interviewed in 1996. It is possible that the number of
unemployed displaced workers is a better gauge of the level of need for DWP services than the total
number of displaced workers in the state. However, the share of displaced workers in the survey
who are unemployed may be affected by the presence of dislocated worker programs around the
country as well as the current state of economic conditions. In the absence of services to dislocated
workers and good economic conditions, one might expect a much larger share of displaced workers
to be unemployed than is reported in the survey. Interestingly, the number of unemployed displaced

workers in 1996 is very close to the number of terminees from the DWP in Program Year 1995.”

Using the DWS estimate, this implies that only about 16 percent of those estimated to be
displaced in the state received services from the DWP, which includes JTPA Title Il and state funds.
In comparison, at the national level close to 5 percent of displaced workers are served by JTPA Title
IIT services. However, there are some differences between the national and state DWP numbers
reported in Figure III-2. The state figure includes anyone who was enrolled in the DWP in 1995,
while the national figure includes only individuals who left the program in that year, or terminees.
Making the same calculation using only terminees in the state, the share of dislocated workers
receiving services falls to 11 percent. Hence, the extra state funding that Minnesota provides appears
to double the rate of participation in the state. Because of this extra funding, more than twice the
share of dislocated workers in Minnesota use DWP services than in the U.S. in total.® In both the
U.S. and Minnesota, only program enrollees are tracked by program administrators, but there are
many others who receive services during rapid response group orientations and workshops. Not all
of these individuals enroll in the DWP, and those who do not are not counted in the participation

rates reported above.

"There were 8,151 terminees from the Dislocated Worker Program in Program Year 1995, which
corresponds to July 1, 1995 to June 30, 1996.

*However, the number of workers served by JTPA Title III includes only those served with federal funds.
Our estimate of dislocated workers served nationally is based upon terminations from JTPA Title III, yet Minnesota
is not the only state to supplement federal funds. We review other state programs for dislocated workers in Chapter
IV, but we do not expect that their inclusion here would change these calculations significantly.
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The share of dislocated workers enrolling in the DWP for services is small regardless of how
itis calculated. There are several reasons this may be true. First, there are limited slots in dislocated
worker programs in many states, so many dislocated workers who want services may be unable to
obtain them. Second, not all dislocated workers are in need of services as some may find work on
their own soon after dislocation. In addition, some dislocated workers may not wish to participate
in retraining services either because they feel their skills are adequate to obtain another job, even if
they cannot find one, or they feel that their dislocation is only temporary. Those who do participate
are likely to be individuals who perceive their opportunities in the job market as limited. Good

outreach and early identification of layoffs result in more DWP enrollees as well.

As Figure I1I-2 demonstrates, there are a variety of data sources that provide estimates of the
number of dislocated workers in the state of Minnesota. These data sources are collected in two
different ways which may affect the estimated number of dislocated workers. The number of
workers from the DWS and unemployment figures are based on survey data that is adjusted to
provide counts of different types of workers. Approximations of the actual number of workers who
are either unemployed or displaced are computed using complicated weighting schemes that are
applied to the data. However, the number of displaced workers and the number of unemployed
individuals are determined using entirely different definitions and do not necessarily include the
same individuals. In the DWS, individuals are categorized as displaced (whether they are
unemployed, employed, or not in the labor force) if they answer yes to a question asking if they had
been displaced in the past year. The number of unemployed individuals is an annual average of the
number of individuals who report being unemployed in the week prior to a survey that is
administered to a different group of individuals each month. Hence, displacement is measured over

the previous year and unemployment is measured over the past week.

In contrast to survey data estimates, estimates of the number of RI, DWP, and MLS
participants come from actual program data and are not approximations, but rather the actual number
of individuals who participated in the program. We know, however, that not all individuals and
firms that are eligible actually participate in these programs. Ideally we would like to know the

number of eligible participants, but program data is not able to provide that figure.
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It appears that the Dislocated Worker Program is serving only a small share of those who may
be eligible for Title Il JTPA services. However, Minnesota’s program appears to be serving a
substantially larger share of potentially eligible workers than other states’ programs. In contrast to
other social programs which serve between 40 to 65 percent of their eligible populations, dislocated
worker program services are not utilized at anywhere near as high a rate.” Estimates presented
earlier indicate an 11 to 16 percent participation rate in Minnesota and a much lower participation
rate of 5 percent nationally. There are at least two reasons that there are lower participation rates in
dislocated worker services than for other publicly supported programs. First, there are limited slots
in dislocated worker programs in many states, so many dislocated workers who want services may
be unable to obtain them. Second, not all dislocated workers are in need of services as some may
find work on their own soon after dislocation. Individuals served during Rapid Response who opt
not to enroll in the DWP were provided some upfront services and may feel these were sufficient to
meet their needs. This issue is crucial to understanding the level of need for services and the
appropriate funding level for the Minnesota Dislocated Worker Program and we return to it
throughout the report. In the next sections of this chapter, we explore in more detail trends over time
in some of the measures of dislocation and characteristics of those who are eligible for and receive

DWP services.

b. HOW HAS THE DISLOCATION PROBLEM CHANGED OVER TIME?

In addition to assessing how Minnesota’s dislocation problem compares to that in the
Midwest and the U.S. in total, it is important to examine how this problem has changed over time.
In particular, has dislocation in Minnesota always been less of a problem than in the U.S. in total,
or is the year 1995 an exception? To do this, we use unemployment rates, data from the RI system,

and DWP program data to track changes over time in the dislocation problem.

The strength of the Minnesota economy relative to the U.S. and the Midwest is detailed in

Figures I1I-3 and I11-4. Both figures indicate that the economic trend in Minnesota mirrors that of

For example, as reported in U.S. House of Representatives (1994), roughly 43 percent of the eligible
unemployed in the U.S. utilize the unemployment compensation program. Furthermore, Blank and Ruggles (1996)
estimate a 65 percent participation rate among eligible individuals percent for the Aid to Families with Dependent
Children (AFDC) Program.
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the U.S. as a whole, but the Minnesota economy overall has been better off over the entire period
examined. Since 1980, Minnesota has had an unemployment rate that is consistently one to two
percentage points lower than the national average. Even in years when the Midwestern rate
surpassed the national rate, Minnesota’s unemployment rate remained lower, peaking and falling
with the national trend. The Minnesota rate of RI receipt has also been consistently lower than that
of'the U.S. in total. The Rl rate of receipt reported is the share of labor force participants in the state
or country who are new RI claimants at any time during the year. The Minnesota rate has been

between 2 and 4 percentage points lower than the U.S. rate since 1980.

Figure 111-3

U.S., Midwest, and Minnesota
Unemployment Rates 1980-1996
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Sources: Local Area Unemployment Statistics, Minnesota Department of Economic
Security; Labor Force Statistics from the Current Population Survey, U.S.
Bureau of Labor Statistics.
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Sources:

Rate of RI Recipiency

Figure IlI-4

Rate of Rl Recipiency Among
Labor Force Participants 1980-1996
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Data furnished for this evaluation from the Minnesota Department of Economic Security
and U.S. Department of Labor/Employment and Training Administration/Unemployment
Insurance Service; Local Area Unemployment Statistics, Minnesota Department of
Economic Security; Labor Force Statistics from the Current Population Survey, U.S.
Bureau of Labor Statistics.




Viewing periods of economic decline, it is apparent that the recession of the early 1990s was
less severe than that of the early 1980s, particularly for Minnesota. Whereas the entire Midwest
region had very high unemployment in the 1980s recession, comparatively the region had lower than
average unemployment rates in the 1990s recession. While the gap in unemployment rates in the
U.S. and Minnesota appears to be closing, the gap in RI claims activity does not. The gap between
the state and national rate of RI receipt has been largest since the 1990s recession, with Minnesota
having a smaller share of its labor force receiving RI. However, these results reflect more than
merely economic trends. Eligibility rules for unemployment insurance vary considerably by state
and lower RI participation rates may result from more than merely the better economic conditions

in the state.

Both Figures I1I-3 and I1I-4 indicate that the Minnesota economy has been strong relative to
both the national economy and the economy in the Midwest since 1980. In 1996 both Minnesota and
the U.S. experienced a two decade low for both RI receipt and unemployment rates. However, both
trends indicate that when the business cycle turns down, the rate of unemployment and RI receipt

is likely to rise.

Examining participation data from the Dislocated Worker Program, Figure II1-5 presents the
number of enrollees and terminees in Program Years 1989 to 1995."° The upper line on the graph
indicates the number of enrollees in the program throughout the state in each year. The lower line
on the graph is the number of enrollees who leave the program. It is important to note that a

participant may enter the DWP in one program year and leave in a subsequent one.

Federal funding for the DWP is authorized by Title III of the Job Training and Partnership Act, which
underwent major revisions in 1988. As a result, meaningful data for the DWP are unavailable prior to 1989. The
most recent data available are from Program Year 1995 (July 1, 1994 to June 30, 1996).
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Figure I11-5

Minnesota Dislocated Worker Program
Enrollees and Terminees 1989-1995
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Source:  Worker Adjustment Program Annual Program Report (WAPR) and Standardized
Program Information Report (SPIR) provided by the Minnesota Department of Economic
Security.

One might expect that in years with high unemployment there would also be high enrollment in the
DWP. However, it appears that enrollment in the DWP does not follow the same trend as the
business cycle. This may be explained in part by varying levels of resources expended, at both the
federal and state levels. In particular, the state instituted an employer tax in 1991 that increased
funding for the program dramatically. Additionally, there may have been increases in discretionary
grants or other funding sources as well. Regardless of the reason, 1993 was a peak year for
enrollments and terminations. It also appears that since that peak, enrollments are falling at a faster

rate than terminations, which may indicate an increase in the duration of services provided.

C. WHO ARE DISLOCATED WORKERS IN MINNESOTA?

As discussed in detail previously, counting the number of dislocated workers in the state and
identifying their characteristics poses a serious challenge to researchers. The 1996 Dislocated
Worker Survey provides the most data on characteristics and labor market outcomes for displaced

workers, but characterizing this population in the state is not possible due to small state sample sizes
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in this national survey. Instead, we use two proxy samples of workers from which to extrapolate the

characteristics of dislocated workers in the state: RI claimants and DWP terminees.

Many Rl recipients are eligible for the Minnesota Dislocated Worker Program services, but
only a small share actually use them. In addition, there are some individuals who are not eligible for
RI, but would be eligible for the DWP (such as those dislocated from jobs not covered by RI or
seasonal workers). There are distinct differences in the characteristics of RI claimants and terminees
from the DWP, as shown in Figure I1I-6. For instance, RI recipients in total are generally a younger
and less educated group than terminees from the DWP. In addition, a greater proportion of RI
claimants are male, whereas approximately half of DWP terminees are male and half are female.

A higher proportion of DWP terminees are White than RI claimants.

Two of the most interesting pieces of information are the occupational and industrial
distributions of RI and DWP participants. However, while we have information on the occupation
and industry of RI recipients, we do not have that information on the pre-layoff jobs of DWP
terminees. Hence, occupation and industry information is presented for RI claimants only and we
have no basis for comparison. Despite this, Figure I11-6 demonstrates that within the state different
populations are being served by the Dislocated Worker and Reemployment Insurance Programs.
DWP terminees are an older and more educated group than RI claimants which indicates they are
likely to have more job experience and longer job tenure. These disparate characteristics indicate

different sets of service needs in these two groups.
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Figure IlI- 6
Characteristics of Minnesota DWP Terminees and Rl Claimants

Characteristic 1995 DWP Terminees 1996 RI Claimants
AGE

29 and under 12.7 26.3
30-39 29.1 32.2
40-49 33.0 24.3
50-59 21.2 13.1
60+ 4.0 4.0
EDUCATION

Less than high school (under 12 years) 29 9.5
High School degree (12 years) 33.9 49.8
Some college (13-15 years) 35.1 29.2
College degree (16 or more years) 28.1 11.5
GENDER

Male 50.4 67.9
Female 49.6 321
ETHNIC GROUP

White, non-Hispanic 95.2 90.4
Native American 1.0 1.2
Other Minority 3.8 8.4
OCCUPATION Not Available

Professional, Technical, Managerial 17.3
Clerical 9.9
Sales 4.2
Services 71
Agricultural 20
Processing 3.2
Machine Trades 54
Benchwork 8.8
Structural Work 28.5
Miscellaneous and not available 13.5
INDUSTRY Not Available

Agriculture, Forestry, and Fishing 2.5
Mining 0.9
Construction 23.8
Manufacturing 254
Transportation, Communications and Utilities 5.0
Trade 16.0
Finance, Insurance, and Real Estate 2.6
Services 21.0
Public Administration 2.0
Not available 0.8

Sources: Standardized Program Information Report (SPIR) and data provided for the evaluation on RI
claimants by the Minnesota Department of Economic Security.

"'Characteristics are measured at the beginning of program participation.
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In addition to differences between the two programs in recipient characteristics, there are
differences across the state in the level of need and participation in these programs. To document
these differences across Minnesota regions, Figures I1I-7 and I1I-8 show the unemployment rate and
rate of RI receipt in each of the eleven substate areas in Minnesota.'” Using both measures, it is
clear that rural substate areas (SSAs 1, 2, 3, 4, and 5) tend to have higher rates of unemployment and
RIreceipt than suburban substate areas (SSAs 6, 9, 10, and 11) and urban substate areas (SSAs 7 and
8). In fact, substate areas 1 and 2 have unemployment and RI receipt rates higher than even the
national average. This may be due to the presence of larger concentrations of resort industries,

which leads to seasonal hiring and laying off of workers.

Figure IlI-7
1995 Unemployment Rates by SSA
7
6 U.S. Unemployment Rate

Minnesota Unemployment Rate

Unemployment Rate

Sources: Local Area Unemployment Statistics, Minnesota Department of Economic Security; Labor
Force Statistics from the Current Population Survey, U.S. Bureau of Labor Statistics.

Note: Substate areas include: 1-Rural Minnesota CEP, Inc.; 2-Northeast Minnesota Office of
Job Training; 3-Southwest Minnesota PIC; 4-South Central Minnesota PIC; 5-
Southeastern Minnesota PIC; 6-Hennepin County Training & Employment; 7-Minneapolis
Employment and Training Programs; 8-St. Paul Workforce Development Division; 9-
Anoka County Job Training Center; 10-Dakota County Job Training Center; and 11-
Ramsey County Job Training.

2See Appendix A for a list of the counties included in each substate area.
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Figure 111-8

1995 Rate of Rl Recipiency by SSA

10

U.S. RI Recipiency Rate

MN RI Recipiency Rate

RI Claimants/Labor Force Participants

Sources:  Data furnished for this evaluation from the Minnesota Department of Economic Security
and U.S. Department of Labor/Employment and Training Administration/Unemployment
Insurance Service; Local Area Unemployment Statistics, Minnesota Department of
Economic Security; Labor Force Statistics from the Current Population Survey, U.S.
Bureau of Labor Statistics.

Note: Substate areas include: 1-Rural Minnesota CEP, Inc.; 2-Northeast Minnesota Office of
Job Training; 3-Southwest Minnesota PIC; 4-South Central Minnesota PIC; 5-
Southeastern Minnesota PIC; 6-Hennepin County Training & Employment; 7-
Minneapolis Employment and Training Programs; 8-St. Paul Workforce Development
Division; 9-Anoka County Job Training Center; 10-Dakota County Job Training Center;
and 11-Ramsey County Job Training.

Another way to examine how the need for services varies across substate areas is to examine
the level of participation in each one. Figure III-9 presents the number of RI claimants in each
substate area in 1995. Substate areas 1, 3 and 6 have the largest number of individuals with RI
claims and also relatively larger workforces."> Two of the substate areas with the largest number

of RI claims are in rural parts of the state. Aside from the concentration of RI claims in substate

BSubstate areas 2, 4, 8 and 9 have the lowest numbers of labor force participants in the state.
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areas 1 and 3, there is no consistent pattern of differences among the groups of rural, suburban and
urban substate areas.

Figure 111-9

Number of RI Claimants by SSA, 1995
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Sources: Data provided for this evaluation from the Minnesota Department of Economic Security.

Note: Substate areas include: 1-Rural Minnesota CEP, Inc.; 2-Northeast Minnesota Office of
Job Training; 3-Southwest Minnesota PIC; 4-South Central Minnesota PIC; 5-
Southeastern Minnesota PIC; 6-Hennepin County Training & Employment; 7-Minneapolis
Employment and Training Programs; 8-St. Paul Workforce Development Division; 9-
Anoka County Job Training Center; 10-Dakota County Job Training Center; and 11-
Ramsey County Job Training.

2. Extent of Job Creation

As demonstrated in the above section, Minnesota has seen rates of dislocation and
unemployment lower than other states in the U.S. Minnesota and the U.S. as a whole have also seen
substantial job growth over the past 15 years, with the rate of job creation in some industries growing
faster than others. In this section, we concentrate on tracking the rate of job growth in Minnesota

and examining which occupations and industries are growing fastest in the state.
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a. WHATIS THE RATE OF JOB GROWTH IN MINNESOTA AND THE U.S. AND HOW HAS

THIS CHANGED OVER TIME?

A key measure of job availability is job creation or job growth. This is measured as the
difference from year to year in the aggregate number of jobs reported in total or by occupational or
industry group. Currently Minnesota is experiencing positive job growth at a rate comparable to the
U.S. asawhole. Between 1995 and 1996, there was a 2 percent increase in the level of employment
in both Minnesota and the U.S. As demonstrated in Figure III-10, the rate of job creation in
Minnesota and the U.S. has actually been quite similar over the entire period since 1980."* In the
early 1980s recession, both the U.S. and Minnesota experienced severe job loss with the rate of job
loss in Minnesota exceeding that in the U.S. In the recovery from that recession, Minnesota also saw

a higher peak in the rate of job growth than was present in the entire U.S.

Figure I1I-10

Percent Change in Employment
Minnesota and the U.S., 1980-1996
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Sources: National and State Nonfarm Payroll Statistics from the Current Employment Statistics,
U.S. Bureau of Labor Statistics and Minnesota Department of Economic Security.

MThese figures are based on total employment by industry, which is available for only non-agricultural
wage and salary workers.

3-19



During the early 1990s recession, the level of employment in Minnesota remained constant
at zero job growth, but climbed steadily again during the recovery to the recession. Throughout most
of the mid-1990s the Minnesota economy was creating jobs at a faster rate than the U.S. in total, but
by 1994 the rates converge and have remained that way to date. Since 1994, there has been a slight
decline in the rate of job creation, although it has remained positive, in both the U.S. in total and in
Minnesota. There appears to be a pattern in both the early 1980s and early 1990s recessions in which
the periods of growth following the economic recessions level off and then begin to decline. In the
latter recession there were less extreme highs and lows in rate of job creation. Particularly from
1988 forward, the findings are consistent with those presented in the previous section which
documented that the Minnesota economy appears to be stronger over the entire time period than the

economy of the U.S. as a whole.

b. IN WHAT OCCUPATIONS AND INDUSTRIES ARE MINNESOTA JOBS
CONCENTRATED?

In Minnesota in 1996 there were a reported 2,424,691 non-agricultural jobs for the 2,608,526
individuals estimated to be in the labor force. The level of employment in the Services industry in
1996 is the largest of all industries presented in Figure III-11, containing about 27 percent of all
Minnesota jobs. This industry has also seen the largest employment growth since 1980. Aside from
Services, Minnesota has its highest concentration of jobs in the Trade and Manufacturing industries.
All other industries except Mining and Construction have seen increases in employment since 1980

as well, but none to the extent of the Services industry.

Source:  State Nonfarm Payroll Statistics from the Current Employment Statistics, U.S. Bureau of
Labor Statistics and Minnesota Department of Economic Security.
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Figure IlI-11

Change in Minnesota Employment Levels
by Industry, 1980-1996
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Within each of these industries there are various job types or occupations. As shown in
Figure I1I-12, in 1995 Professional and Technical occupations had seen the greatest growth rate since
1980. About 176,000 jobs in Professional and Technical occupations had been added, for a growth
rate of 53 percent over the period. Jobs in these occupations made up about 22 percent of all
employment in 1995. The other fastest growing occupation is Sales. Jobs in Sales and Related
occupations have more than doubled since 1980, increasing by almost 164,000 jobs, although still

maintaining only 12 percent of all employment in 1995.

Jobs in the Production, Construction and Maintenance occupations have not grown at as fast
a rate as Professional and Technical and Sales and Related occupations in the state, experiencing a
growth rate of 14 percent since 1980. However, Production, Construction and Maintenance

occupations still make up the largest share of jobs (24 percent) in Minnesota.
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Figure IlI-12

Change in Minnesota Employment Levels
by Occupation, 1980-1995
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Sources: 1995 Occupational Employment Statistics and Important Minnesota Occupations by
Industries, 1979-1980-1981. Both provided by the Minnesota Department of Economic
Security.

Employment in the Service occupations grew at the next highest rate with a total of 85,000
new Service jobs created over the time period. With a slightly larger employment share and lower
growth rate, Clerical and Administrative Support jobs make up 17 percent of all employment.
About 58,000 new jobs were added to this occupation over the time period. Finally, the occupation
maintaining the smallest share of employment in Minnesota is Managerial and Administrative (7

percent) and these jobs are increasing at a much slower rate than others in the state.

Employment growth clearly varies by both industry and occupation in the state. It also varies
by geographic region, as depicted in Figure III-13. Substate areas 3, 6, and 7, corresponding to the

rural North Central, suburban Minneapolis, and the Minneapolis metro regions, have the highest
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employment levels in the state (see Appendix B for a list of counties in each SSA). Across most

substate areas, however, the mix of industries is roughly comparable. There are large concentrations

in Manufacturing, Trade, and Services industries.

Figure 111-13

Distribution of Occupations by Substate Area

. .. Finance,
Agricult, | Mining & | Transp, Manufac- Insurance
SSA Forestry, | Construc- | Commun, turi Trade Services Real Gov't Total
Fishing | tion |& Utilities| "9 S 1RCE)
Estate
1 1.6 3.8 3.7 16.0 26.4 23.6 3.3 20.7 190,766
2 0.3 7.7 4.4 10.6 25.6 26.7 3.3 20.4 127,530
3 1.6 4.2 4.0 20.6 27 1 20.3 3.5 18.2 268,693
4 1.7 3.9 3.8 26.6 23.7 20.7 3.6 16.0 93,745
5 1.0 3.5 3.7 22.7 22.3 30.0 3.6 13.2 197,407
6 0.6 3.9 6.8 18.2 27.5 28.3 7.8 7.0 555,529
7 0.1 1.8 5.0 12.8 18.6 334 10.8 174 290,438
8 0.2 2.6 3.0 19.8 14.7 33.1 7.4 19.1 190,649
9 0.8 57 3.1 26.7 26.5 21.5 2.5 13.1 91,696
10 1.1 4.6 6.5 17.6 31.8 21.2 57 11.6 127,038
11 0.9 3.8 4.3 15.6 304 229 5.3 1.4 168,368
All Rural
SSAs 1-5 1.3 4.4 3.9 19.3 25.3 24.2 3.5 17.7 878,141
All Metro 0.5 3.5 54 17.5 24.6 28.3 7.5 12.1 1,423,718
SSAs 6-11

Source: Occupational Employment Statistics from the Minnesota Department of Economic Security.

Note:

Substate areas include: 1-Rural Minnesota CEP, Inc.; 2-Northeast Minnesota Office of Job Training;

3-Southwest Minnesota PIC; 4-South Central Minnesota PIC; 5-Southeastern Minnesota PIC; 6-
Hennepin County Training & Employment; 7-Minneapolis Employment and Training Programs; 8-St.
Paul Workforce Development Division; 9-Anoka County Job Training Center; 10-Dakota County Job

Training Center; and 11-Ramsey County Job Training.
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Combining the substate areas by metropolitan or rural location, there are a few differences
in the distribution of employment across industries. In particular, in rural SSAs there is a higher
concentration of government jobs and fewer jobs in the Services industry than are found in the
metropolitan areas of the state. Rural substate areas also have a slightly higher concentration of jobs
in Manufacturing and a smaller concentration of jobs in the Finance, Insurance and Real Estate

industries.

c. WHAT KINDS OF JOBS ARE AVAILABLE IN MINNESOTA TODAY AND IN THE

FUTURE?

Between 1994 and 1996, arelatively stable period of employment in Minnesota and the U.S.,
114,000 new jobs were created in Minnesota. The bulk of these new jobs, as shown in Figure I11-14,

are concentrated in the Trade, Services, and Government industries.

Figure 111-14

Number of Minnesota Jobs Created
by Industry, 1994-1996
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Source:  State Nonfarm Payroll Statistics from the Current Employment Statistics, U.S. Bureau of
Labor Statistics and Minnesota Department of Economic Security.
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In both years combined, the number of new jobs created well exceeded the number of people

just entering the labor force. In 1995 and 1996 combined there were an estimated 32,000 new

entrants to the Minnesota labor market. However, it is unclear whether the jobs being created match

the characteristics of the unemployed and new labor force entrants. This issue will be discussed

further in the next section.

As with the distribution of industries, the level of job creation also varies across geographic

regions as shown in Figure III-15. The bars on this graph represent the number of jobs created in the

SSA per hundred Rl claimants. Only substate area 6 (Carver, Scott and Hennepin counties excluding

Minneapolis) had more jobs created than RI claimants between 1994 and 1995. All other substate

areas had fewer jobs created than RI claimants, although there was substantial variation within this

group. On average, rural substate areas (SSAs 1 through 5) saw lower rates of job creation than

metropolitan substate areas.
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Figure 111-15

Number Jobs Created per 100 RI Claimants
by SSA, 1994-1995
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SSA

State Nonfarm Payroll Statistics from the Current Employment Statistics, U.S. Bureau
of Labor Statistics and Minnesota Department of Economic Security.

Substate areas include: 1-Rural Minnesota CEP, Inc.; 2-Northeast Minnesota Office of
Job Training; 3-Southwest Minnesota PIC; 4-South Central Minnesota PIC; 5-
Southeastern Minnesota PIC; 6-Hennepin County Training & Employment; 7-
Minneapolis Employment and Training Programs; 8-St. Paul Workforce Development
Division; 9-Anoka County Job Training Center; 10-Dakota County Job Training
Center; and 11-Ramsey County Job Training.
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The previous figures have shown that in the past few years new jobs have been added to the
state of Minnesota primarily in the Services, Trade and Government industries. The geographic
region that has seen the largest growth in jobs is substate area 6, or the Carver, Scott and Hennepin
counties, excluding Minneapolis. Substate area 3 in the North Central region of Minnesota has also

seen substantial growth in the number of jobs in the area.

These job growth numbers indicate the fields in which jobs are currently growing the fastest.
However, to understand how the skills of dislocated workers need to change to keep up with the
changing economy, it may be useful to examine employment projections. The Minnesota
Department of Economic Security provides estimated employment projections through the year 2005
by occupation and industry.”” Figure I1I-16 shows which industries are likely to have the largest

growth in employment using 1994 as a base year for predicting 2005 employment.'®

Figure 111-16

MN Employment Projections by Industry
Employment Levels in 1994 and 2005
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Source:  Minnesota Employment Outlook, Minnesota Department of Economic Security.

15Employrnent projections by region were unavailable at the time this report was written.

'%The state combines a variety of data sources in creating these projections and is able to include
agricultural industries and occupations by doing so.
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The trend in projected employment growth through 2005 is striking in that the bulk of new
jobs are projected to be in the Services industry, keeping Services the largest industry in the state.
As reported earlier, the Services industry also saw the largest growth between 1980 and 1996. The
industry with the second largest predicted growth is Trade, which also saw relatively large growth
in employment between 1980 and 1996. Other industries shown in Figure 16 are predicted to have
only small job growth in the 11 year period, with Agriculture, Forestry and Fishing actually seeing

a decline in employment.

Examining the level of predicted job growth by occupation, shown in Figure I1I-17, for the
same period provides a somewhat different picture. While the Services industry is clearly predicted
to gain the most jobs over the period, the estimates show this may occur in a variety of occupations.
Professional and Technical occupations are predicted to continue to grow at the highest level,
followed by jobs in Production and Construction occupations. The number of jobs in Service
occupations is predicted to surpass the number of Clerical ones by 2005 as well. Growth is also

predicted in Sales and Related occupations as well as Managerial and Administrative occupations.

The two occupations predicted to have the largest growth are enormously different.
Professional and Technical occupations require the highest education levels and offer some of the
largest salaries in the state with an average hourly wage of $18.69." Production and Construction
occupations have comparably lower educational requirements and also have lower average wage
levels ($11.60). The continued growth in both these occupations indicates that accurate local labor
market analyses are required to identify the needs of dislocated workers for suitable training to

prepare them for jobs available in local industries.

17Avemge salaries come from the Minnesota Salary Survey.
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Figure IlI-17

MN Employment Projections by Occupation
Employment Levels in 1994-2005
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Source:  Minnesota Employment Outlook, Minnesota Department of Economic Security.

3. WILL THERE BE ENOUGH JOBS FOR DISLOCATED WORKERS IN

MINNESOTA?

There is clearly a positive rate of job creation in the Minnesota economy, but does this mean
that there are a sufficient number of jobs for dislocated workers as well as new entrants to the labor

force? As documented in a previous MDES report,'® the influx of welfare recipients into the labor

'8See Minnesota Department of Economic Security, Research and Statistics Office (1997a).
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force will create competition for lower wage and lower skilled jobs. However, these may not be the
jobs for which dislocated workers are trained or qualified. Dislocated workers are, on average, a
more educated and higher wage group than welfare recipients. They also all have some previous job

experience, as all were employed before layoff.

Between 1995 and 1996 the state of Minnesota added 51,000 new jobs to the economy. In
1995, the best estimate indicates that there were roughly 76,500 displaced workers in the state, but
not all these workers were in need of a job. Some had already found new work or were recalled back
to their previous job; others left the labor force altogether, opting to retire, stay at home, or enroll
in school. Of these 76,500 workers who reported being dislocated in 1995, roughly 13 percent, or
8,500, were actually looking for employment at the time they were surveyed in 1996." This is

substantially less than the 51,000 jobs created in the state between 1995 and 1996.

However, more individuals than just dislocated workers are seeking employment. A recent
MDES publication, Job Availability in Minnesota in 1997, categorizes four types of job seekers who
enter employment from: the current pool of unemployment (67%), those who are employed and laid
off (14%), those who are employed and seeking job and career changes (12%), and those from
outside the labor force (7%). Dislocated workers, as defined by the eligibility requirements for the
DWP, most likely come from the first two categories. On average, 148,183 individuals in Minnesota
will seek employment in a given month in 1997. At least 20,745 of these individuals will be
dislocated workers (14 percent of the total). However, the long-term unemployed and those who
were self-employed are likely to fall within the 67 percent of the unemployed workers who were not

recently laid off.

Not all available jobs will be appropriate for dislocated workers to fill. As discussed
previously, dislocated workers are an older, more educated group of individuals and with their prior
work experience, they have been earning wages that are higher than most entry level jobs. The Job

Availability report notes that 70 percent of unemployed individuals seeking work will have a high

' As mentioned previously in section 1.a of this chapter, 13 percent may be an underestimate of the share of
dislocated workers who are unemployed. The timing of the survey as well as small sample sizes may grossly
underestimate the number of dislocated workers who are unemployed and seeking work. However, it is the only
estimate available regarding the size of this population.
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school degree or higher education. As reported in Figure I1I-6, 97 percent of DWP terminees have
at least a high school degree and for these workers, the ratio of job seekers to job openings is almost
3 to 1.* These more educated workers have a much less competitive market than those without a
high school degree where the comparable ratio is 3.9 to 1. In the next section, we discuss more

specifically whether the characteristics of dislocated workers match the jobs available in Minnesota.

4. WILL DISLOCATED WORKERS BE PREPARED TO TAKE NEWLY CREATED

JOBS?

As discussed in depth above, the Minnesota economy has changed over the course of the last
15 years. Apart from changes due to business cycle fluctuations, the industrial and occupational
composition of employment in the state has changed and is predicted to continue to change through
2005. The movement of jobs away from Construction and Manufacturing, toward Trade and
Services industries is striking. The question is whether dislocated workers in the state are equipped
for and qualified to obtain jobs available in these sectors. This section explores the match of

dislocated workers’ characteristics with jobs they may have available to them in the labor market.

Although we have predictions regarding the industrial and occupational mix of employment
through 2005, we do not have comparable projections for Reemployment Insurance claimants and
Dislocated Worker Program participants. We do have some historical data on these groups and will
use the trends of the past few years to demonstrate that while the mix of skills is changing among
these groups, there is little change in their industrial or occupational backgrounds (at least for RI

claimants).

Since as recently as 1987, the demographic characteristics of RI Claimants have changed a

bit. There was a shift in the age distribution of RI claimants with many more claimants between the

Thisis a weighted average of the ratio for the three highest education levels reported in MDES (1997a),
page 9.
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ages of 40 and 49, and comparably fewer in their twenties. In 1996, RI claimants tend to be more
educated than those in 1987, but the industrial and occupational mix of claimants changed very little
between 1987 and 1996. There were only minor changes in the share of recipients in each industry

and occupation.

Another group to examine over time is those who are served by the Dislocated Worker
Program in Minnesota. Like RI claimants, DWP terminees are likely to be older in 1995 than in
1990. In addition, they have also become a more educated group over the past few years. In
particular, DWP terminees are much more likely to have completed a four-year college degree in
1995 than in 1990. The DWP terminees are an older and even more highly educated group than the

RI claimants.

Although there have been some demographic changes in the composition of dislocated
workers over the past decade, there do not appear to be comparable changes in the industries and
occupations of their jobs. Assuming that pre-layoff job characteristics are not changing much, we
can examine whether the characteristics of current RI claimants match the characteristics of jobs

created.

Viewing data presented earlier in the chapter in a different way, Figure III-18 shows
projections of the employment distribution and the distribution of RI claimants by industry. There
are much higher shares of RI claimants in Mining and Construction and Manufacturing than there
are current or predicted jobs in those industries. However, we know that these industries have
seasonal fluctuations and the fact that there is a high concentration of workers in these groups is not
necessarily problematic. Interestingly, there is a much lower share of RI claimants in the Services

industry than the share of employment that industry occupies in total.
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Figure 111-18

2005 Employment Projections and 1994 Acutal
Employment and RI Claimants by Industry
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Sources: Minnesota Employment Outlook and other data provided for this evaluation by the
Minnesota Department of Economic Security.

Examining a similar graph, substituting occupation for industry, Figure I1I-19 presents a very
similar picture. RI claimants are underrepresented in almost all occupations except Manufacturing,
Production, and Construction compared to their relative share in employment. However, as pointed
out above, RI claimants in Construction may be more likely to be seasonal workers, contributing to

their high rate of RI claims.
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Figure I1I-19

2005 Employment Projections and 1994 Actual
Employment and RI Claimants in Minnesota
by Occupation
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Sources: Local Area Unemployment Statistics, Minnesota Department of Economic Security; Labor
Force Statistics from the Current Population Survey, U.S. Bureau of Labor Statistics.

It is important to point out that the occupational categories for the employment projections and those
utilized in the RI data are not entirely comparable. Adjustments were made to provide comparable
categories, but this is particularly problematic for the Professional, Technical, and Managerial and
Manufacturing, Production, and Construction categories.?’ In addition, the RI data have a

Miscellaneous category, whereas the employment projections data do not.

*IFor the categories of Professional, Technical, and Managerial, employment data were combined from the
two occupational categories Professional and Technical and Managerial and Administrative. RI and DWP data for
this occupation were collected as Professional, Technical, and Managerial. The category Manufacturing,
Production, and Construction includes Production and Construction workers as well as those in Processing, Machine
Trades, Benchwork, and Structural work. This new name was adopted to account for the inclusion of the last four
occupations.
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Based on the data presented in Figures I1I-18 and I1I-19, it appears that there are currently and
will continue to be jobs in appropriate industries and occupations for RI claimants who are dislocated
workers. The industries and occupations for which RI claimants are overrepresented include Mining,
Construction and Manufacturing industries and Manufacturing, Production, and Construction
occupations. We would expect there to be a larger share of RI claimants who are not dislocated
workers in these occupations and industries merely by the nature of the work, which tends to be

seasonal.

Although there appear to be a sufficient number of jobs in the industries and occupations in
which dislocated workers are concentrated, the critical question is whether dislocated workers are
qualified for these jobs. Again presenting data from the MDES report on job availability, Figure I1I-
20 shows the number and distribution of available jobs by required wage and education level, and
matches this to the comparable figures for DWP terminees in each category in 1995. Because the
DWP serves only a share of those who are dislocated in the state, the number of individuals falling
into each of the education and wage categories is significantly smaller than the number of jobs
available in that category. However, examining the distribution of wage and education groups across
jobs available and dislocated workers, there is substantial mismatch between these two sets of

figures. This is to be expected given the higher education levels of dislocated workers.

As Figure II1-20 indicates, as education levels increase, the wage levels of jobs available in
the state also increase. Whereas the majority of jobs available to those without a high school
education are in the $5.00 to $7.50 per hour range, high school graduates and those with some post-
high school education see the range extended to $10.00 and $15.00 respectively. The majority of
jobs available for those with a bachelor’s degree or higher have wages even higher than $15.00 per
hour. Close to 80 percent of jobs that will be available in Minnesota in 1997 are aimed at individuals
with a high school education or higher. Of these, 43 percent are aimed at individuals with only a
high school degree, 32 percent are for those with some post-high school education, and 17 percent
are for those with a B.A. or higher. It therefore appears that the opportunity for the more highly

educated dislocated workers to obtain jobs with appropriate earnings levels is quite good.
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Although there are enough jobs for dislocated workers, it appears that within the group of
high school graduates, wage levels are higher for dislocated workers than for many jobs available
to them. Close to 40 percent of DWP terminees with a high school degree earn between $10.01 and
$15.00 in their pre-dislocation job. This is on the high end of the range of wages for available jobs
in the state and there are relatively fewer jobs that offer wages this high. Higher wages among
workers in the education category most likely result from the longer job tenure prior to dislocation.
Among this group of dislocated workers, there may be some mismatch between their skill levels and

the wages they can earn in the labor force.

Figure 111-20
Number and Characteristics of Available Jobs and DWP Terminees
Education and Wage Level' Jobs AvaYiLaabrIj;;falendar DWP Terminees in PY 1995
Less than High School Number % Number %
Less than $5.00 119 0.01 11 0.1
$5.00 - $7.50 82,384 19.0 47 0.6
$7.51 - $10.00 6,455 1.5 63 0.8
$10.01 - $15.00 3,155 0.7 93 1.1
More than $15.00 0 0.0 24 0.3
High School Graduate Number % Number %
Less than $5.00 20,058 4.6 49 0.6
$5.00 - $7.50 50,377 11.6 549 6.7
$7.51 - $10.00 50,741 11.7 598 7.3
$10.01 - $15.00 27,714 6.4 1,123 13.8
More than $15.00 1,303 0.3 444 5.5
High School Plus Number % Number %
Less than $5.00 6,024 14 36 0.4
$5.00 - $7.50 25,191 5.8 454 5.6
$7.51 - $10.00 23,186 5.3 540 6.6
$10.01 - $15.00 56,267 13.0 1,027 12.6
More than $15.00 16,839 3.9 801 9.8
Bachelor’s Degree or Higher Number % Number %
Less than $5.00 0 0.0 15 0.2
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Education and Wage Level' JoLS AvaYiLaalilﬁggfalendar DWP Terminees in PY 1995
$5.00 - $7.50 0 0.0 132 1.6
$7.51-$10.00 1,834 0.4 159 2.0
$10.01 - $15.00 2,316 0.5 666 8.2
More than $15.00 59,652 13.8 1,320 16.2

Total 433,615 8,151

Sources: Job Availability in Minnesota in 1997 and BPA tabulations from the Standardized Program
Information Report (SPIR), both provided by the Minnesota Department of Economic Security.

S.

CONCLUSIONS AND POLICY IMPLICATIONS FOR THE DISLOCATED

WORKER PROGRAM

The conclusions and findings of this chapter can be summarized as follows:

There is both substantial dislocation and job growth in the state of Minnesota.
Compared to national estimates, Minnesota’s economy is stronger with a lower rate of
dislocation, RI receipt, and unemployment. In addition, employment in Minnesota is
currently growing at a rate that is comparable to the U.S. as a whole, indicating that overall,
Minnesota is more prepared than other states in the U.S. to handle its dislocation problem.
However, the Minnesota economy has not always been as strong as it is today and evidence

from previous recessions indicates that there have been times when Minnesota has fared

worse than the U.S. in total, particularly in job creation during the early 1980s recession.

Participation in the Dislocated Worker Program among eligible workers is higher in
Minnesota than in the U.S. as a whole. Our estimates indicate that 11 to 16 percent of
dislocated workers in Minnesota use the DWP while close to five percent use the program
nationally. Higher participation in Minnesota is likely to result from higher funding through
the state employer payroll tax. This level of participation is low relative to other publicly
funded programs in the country. Between 40 and 65 percent of eligible individuals utilize
programs such as Unemployment Compensation and Aid to Families with Dependent

Children nationally. The lower participation rate for the Dislocated Worker Program may
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be due to several factors, including the fact that the number of slots in the DWP are limited
resulting in waiting lists and foregone services in some SSAs at some points in time.
However, it may be an issue of individual choice with some dislocated workers opting to

forgo available services.

C For appropriate education levels, the ratio of job seekers to jobs is 3 to 1. Estimates
indicate that in an average month in 1997, there will be 297 job seekers for every 100 jobs
in the appropriate education categories. As education levels increase to a bachelor’s degree
or higher, the competition for jobs becomes even sparser.

C Further examining jobs created and job projections through 2005, it appears that the industry
and occupation breakdowns match the characteristics of dislocated workers (proxied
by RI claimants) well. Industries and occupations where there appears to be more RI
claimants than jobs are those with seasonal fluctuations. These are not industries and

occupations from which workers are typically permanently dislocated.

C Many jobs available in Minnesota have the appropriate level of skills and wages for
dislocated workers. Dislocated workers exiting the DWP are more concentrated in the
higher education and wage categories. Eighty percent of jobs available in the state in 1997
are for those with a high school degree or higher and wage levels for jobs appear to rise with
level of education. However although there are enough jobs for dislocated workers, it
appears that within the group of high school graduates, wage levels are higher for dislocated
workers than for many jobs available to them. Among this group, there may be some

mismatch between their skill level and the wages they can earn in the labor force.

1.Wage level for DWP terminees is the pre-program wage.
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IV. HOW OTHER STATES RESPOND TO THE NEEDS OF
DISLOCATED WORKERS

As provided for under the Economic Dislocation and Worker Adjustment Assistance
(EDWAA) Act, every state provides services to dislocated workers with federal funding. Minnesota
is no different from other states in this regard. Minnesota is atypical, however, in its imposition of
a tax on employers to supplement federal funding for services to dislocated workers. As noted
elsewhere in this report, funding made available by the employer tax in Program Years 1994 and
1995 was approximately two-and-a-half times the amount Minnesota received from the federal
government. This chapter seeks to examine how Minnesota’s approach to serving dislocated

workers compares to that of other states.

Below we present the results of a survey of states that sought to identify which states
operated programs similar to Minnesota’s." We begin by examining the types of programs states
operated, noting their similarities or dissimilarities to the Minnesota Dislocated Worker Program.
We also examine sources of funding, as well as the level of funding supporting other state programs.

We conclude this chapter with a review of research conducted on state dislocated worker programs.

1. TYPES OF STATE PROGRAMS

In conducting our survey we quickly realized the need to set bounds on what types of state
programs we would investigate. All states fund training programs of some sort, and all operate
economic development programs. In most cases states operate numerous individual programs within
each of these categories. Rather than catalogue the full range of services funded by each state in
every related program (an enormous task, and one beyond the scope of our evaluation), we sought
to identify programs that were most similar to Minnesota’s. Specifically, we looked for programs

targeting dislocated workers. This criteria led us to ignore or downplay many other programs of

'See Chapter II for a description of how the survey was conducted.
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potential interest to Minnesota, including a great variety of customized training programs, programs
providing training to welfare recipients, and programs serving incumbent workers at existing
businesses. Although we have not reviewed these types of programs, we mention the use of state
funds for these purposes to point to other priorities Minnesota may wish to consider in future reviews

of the employer tax.

Our survey identified 12 states that funded services targeted to dislocated workers: Alaska,
California, Delaware, Georgia, Hawaii, Indiana, Massachusetts, New Jersey, North Carolina,
Oregon, Pennsylvania, and Washington. Figure IV-1 provides the names of state programs and
summarizes their basic features. We provide more detailed descriptions of selected state programs

in Appendix B.

Most state programs supplement services to dislocated workers under the Job Training
Partnership Act (JTPA). In 10 of the 12 states funding was combined with the state EDWAA
program to either increase the level of services or expand eligibility categories. In two states funding
was used outside of the EDWAA program: in Alaska funds were used to combine services to
dislocated workers with customized training for employers, and in Washington funds were provided
to community colleges to subsidize training for unemployed workers in general (although EDWAA

participants received priority for these funds).

State services to dislocated workers have been initiated for a great many reasons. Delaware
and North Carolina’s programs were implemented in response to cuts in federal funding for
dislocated workers, while New Jersey and Georgia’s program were developed to complement Ul
profiling efforts (a recent initiative to reduce the time individuals receive unemployment benefits by
helping them to become reemployed). Several programs began as responses to perceived increases
in the level of dislocation. Massachusetts’ program was designed to target the declining
manufacturing sector, while Washington’s program was initiated at a time of great concern over
dislocation in the timber and aerospace industries. Several now expired state programs have also

sought to expand services to dislocated farmers and ranchers.
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Figure V-1

State-Funded Programs for Dislocated Workers

Name of program

Use

Rationale/History

Funding Source

Funding Level

Alaska State Training and Customized training for Begun in 1989 as Tax on employee share of | $2.4-$3 million per year
Employment Program employers, targeting economic development Ul contributions (0.1%)
dislocated workers as program
participants
California Employment Training Various: A small portion Begun in 1982 as Payroll tax (0.1%) $70 million collected per
Panel supplements JTPA Title dislocated year. $0.8 million used
Il program. Bulk of funds | worker/dislocation for services to dislocated
provides for customized prevention program, but workers.
training for incumbent evolved into customized
workers. A major portion | training program.
also funds state JOBS
program.
Delaware Skills Grant Program Supplements JTPA Title Begun in Fiscal Year General revenues $0.6 million per year
I, lll, and veterans 1996-1997 in response to
programs lower JTPA allotments
Georgia Claimant Assistance Training for Ul claimants Begun in 1987 to reduce Payroll tax (0.06%) $13 million per year
Program not eligible for JTPA Title | length of time on
[ unemployment
Hawaii None Supplements JTPA Title Annual supplement to General revenues $70,000 per year
I EDWAA funds
Indiana Public Law 38 Funding Supplements EDWAA Begun in 1983 as state General revenues $3.7 million per year
40% funds match to JTPA funds
Massachusetts | Reemployment Supplements Title IlI Begun prior to passage of | General revenues $0.4-$3 million per year
Assistance Program funding EDWAA in response to
decline in manufacturing
sector
Minnesota Dislocated Worker Supplements Title IlI Begun in 1990 to expand | Payroll tax (0.1%) $12 million per year

Program

funding

services to dislocated
workers




Vv

Name of program Use Rationale/History Funding Source Funding Level
New Jersey Workforce Development Supplements JTPA Title Begun in 1992 with Payroll tax and tax on $9 million per year
Program Il funding implementation of Ul employee share of
worker profiling contributions (0.025%)
North Carolina | Employment and Training | Supplements JTPA Title Response to JTPA cuts Ul Trust Fund interest $2-$3 million per year
Grant Program II-A and Il funding in 1989

Oregon

Lottery Fund Program

Supplemented JTPA Title
Il funding

Response to perceived
demand for additional
services. Operated
between 1991 and 1994.

Lottery funds

$5 million per year.

Pennsylvania

State Needs-Based
Payments

Expands funding for
JTPA Title 11l support
services

Response to perceived
need for additional
support services. Begun
in 1989.

General revenues

$2.5 million per year

Washington

Employment and Training
Trust Fund

Provides community
colleges with funds to
serve dislocated workers

Begun in 1993 to expand
services to dislocated
worker population

Payroll tax (.12%)

$24 million per year

Source: Survey of States.

Note: Funding levels are based on program expenditures.




Several state also began programs when their economies were improving and UI Trust Fund
balances were increasing. In these circumstances states might normally be expected to reduce Ul
tax rates. Instead of cutting taxes, however, some states shifted Ul tax revenues from Trust Funds
to employment and training funds. The mechanism for accomplishing this shift was a cut in Ul taxes
simultaneous with the imposition of a new employment and training tax. The proceeds then
accumulated in a new account where they could be used for services to dislocated workers. A major

advantage of this approach is its appearance to employers: no new taxes are required.

Minnesota’s program was begun at a similar time and in a similar context to the programs
of many other states—federal funding appeared insufficient to meet the needs of the state’s dislocated
workers during the late 1980s and early 1990s, and the state chose to supplement it. The basic
outlines of the Minnesota Dislocated Worker Program are also similar to those of most other state
programs. Workers receiving services under Minnesota’s program meet the general eligibility
requirements of participants in the federally-funded dislocated worker program, and services are

largely identical under either funding stream.

Although we did not examine other states’ programs in the same detail as we examined
Minnesota’s, the chief programmatic distinction of the Minnesota Dislocated Worker Program
appears to be the participation of independent grantees as major grantees. In most cases where state
funds are used to supplement federal EDWAA funds, the service delivery mechanisms for the two
funding streams are identical. The service delivery mechanisms for the two funding streams in
Minnesota are very similar, but the participation of private, non-profit organization as major substate

grantees is an innovation we did not see elsewhere.

2. FUNDING SOURCES, LEVELS, AND ALLOCATIONS

State funding for services to dislocated workers has come from two basic sources: state
general revenues and unemployment insurance-related funds. Five states supported programs
directly out of the state general fund, while one state funded its program from lottery revenues. UI-
related funding sources included interest on the UI Trust Fund balance (one state) and shares of both

employer contributions to UI (four states) as well as employee contributions (two states). In total,
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six states (in addition to Minnesota) funded programs from Ul-related sources, including three states

with employer taxes.’

Payroll tax rates ranged from 6/100ths to 12/100ths of one percent. Total funding levels for
all programs ranged from $70,000 to $24 million per year for services to dislocated workers. One
state, California, actually collected upwards of $70 million per year from Ul taxes, but expended the

vast majority of these funds on training programs for incumbent workers at existing firms.

Because states come in different sizes and have different levels of dislocation, it can be
misleading to simply compare absolute levels of funding. To examine the relative funding levels
of state programs we developed two additional measures: (1) state funds as a share of initial
EDWAA allotments for Program Years 1994 and 1995 and (2) the amount of state funds per labor
force member. Since EDWAA allotments to states are made proportionally on the basis of
unemployment levels, the denominator for the first measure reflects the relative economic conditions
of states in addition to their overall size. The denominator for our second measure, number in the
labor force, is a purer measure of the size of state economies, and is less influenced by differences

in levels of dislocation across states.

For state funds, the numerator in both measures, we relied on estimates of annual funding
levels made by respondents in our interviews. Where funding levels varied over several years we
calculated an average amount.” We obtained initial EDWAA allotments from U.S. Department of
Labor sources, averaging the two program years to create a single annual amount. Measures of labor
force size were obtained from the Bureau of Labor Statistics; Local Area Unemployment Statistics,

and indicate state civilian labor force sizes in March 1997, seasonally adjusted.

*States use Ul taxes for a great many purposes in addition to funding services to
dislocated workers. See Comparison of State Unemployment Insurance Laws, U.S. Department
of Labor, Table 207, for further information.

*For Minnesota’s funding level we averaged expenditures on state formula and state
project grants over Program Years 1994 and 1995. The estimates we received from other states
were generally much less precise, and are based on a variety of definitions, suggesting a need for
caution when interpreting these results.
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Figure IV-2 presents the results of these calculations. Comparing state funds to EDWAA
allotments, Minnesota’s program appears among the most generously funded of state programs.
Minnesota’s state funds were 135% of its average EDWAA allotment, while few other states had
ratios higher than 50%. Only one state, Washington, had a comparable level of funding (115%), but
this program has since been discontinued (see Appendix B for further discussion of Washington’s
program). Alaska’s program, funded at 98% of its EDWAA allotment, was the next in size after

Minnesota and Washington.

Minnesota’s funding levels appears somewhat less exceptional when examined relative to
the size of its labor force. Minnesota spent $4.64 on services to dislocated workers per labor force
member, compared to $8.35 for Alaska and $8.19 for Washington. This level still places Minnesota
among states with the best-funded programs. Most states contributed no funds to services for

dislocated workers and of those that did, excepting Minnesota, Alaska, and Washington, none spent

more than $3.50 per labor force member.

Figure IV-2
State Investments in Services to Dislocated Workers
Initial ED_WAA Size of Labor State Funds as | State Funds
State Allocation, State Funds Force Percentage of per Labor

PY94-95 Avg. Federal Funds | Force Member
Alaska $2,742,066 $2,700,000 323,400 98% $8.35
California $183,325,589 $800,000 15,839,200 0.4% $0.05
Delaware $1,622,079 $600,000 393,600 37% $1.52
Georgia $20,232,243 $13,000,000 3,842,100 64% $3.38
Hawaii $1,963,063 $70,000 593,100 4% $0.11
Indiana $12,831,171 $3,700,000 3,083,600 29% $1.20
Massachusetts $26,700,416 $1,700,000 3,217,000 6% $0.53
Minnesota $8,974,242 $12,310,230 2,652,300 137% $4.64
New Jersey $37,674,157 $9,000,000 4,132,600 24% $2.18
North Carolina $12,404,502 $2,500,000 3,818,000 20% $0.65
Oregon $10,915,837 $5,000,000 1,713,600 46% $2.92
Pennsylvania $45,592,344 $2,500,000 5,980,600 5% $0.42
Washington $20,839,407 $24,000,000 2,931,200 115% $8.19

Source: Department of Labor; Survey of States; Bureau of Labor Statistics Local Area Unemployment

Statistics.

Note: State funds are based on program expenditures.
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Many states that provide funding for services to dislocated workers distribute it in a manner
similar to their federal funds, but several states have developed distinctive allocation mechanisms.
In California and Alaska, employers apply for funds to train new or existing workers, with the
understanding that these funds will be paid to a training vendor. There is no set formula for
distributing funds in these states, and agency officials review each funding application on its own
merits. Applications must also be made for funds in Pennsylvania, but in this state it is the substate
areas which apply. In Pennsylvania state funds can only be used for needs-related payments, and

substate areas apply for these as needed.

In New Jersey and in Washington’s former program, allocation mechanisms have been
established that are independent of existing EDWAA programs. New Jersey’s Workforce
Development Program distributes funding to Employment Service offices, rather than to substate
areas, where it may be used for individual referrals to training or other job-related services.
Washington’s program distributed funds directly to community colleges, which in turn were

responsible for recruiting and enrolling dislocated workers into their programs.

It is unclear what advantage any of these allocation alternatives would offer Minnesota.
Some would require major changes in how DWP funding is used. For example, applications by
employers make little sense unless the program is amended to target services to this group.
Distributing funds to Employment Service offices would seem to duplicate services provided by the
existing program. Allocating DWP funds directly to state educational institutions might be feasible,
but it implies a commitment to long-term training at the expense of basic readjustment services,

which seems inconsistent with Minnesota’s policies as they currently stand.

3. EXISTING RESEARCH ON STATE PROGRAMS

As part of our surveys of states we also asked those which funded services to dislocated
workers for copies of reports or other research on their programs. These requests produced very few
responses. Several descriptions of state programs were provided, but only California and
Washington appear to have conducted comprehensive evaluations of their programs. The evaluation

of California’s program focuses on training for incumbent workers, the primary use of funding in
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that state, and thus bears little relevance for Minnesota. Research on Washington’s program appears

somewhat more valuable, as it focuses on an analysis of net impacts.

Washington’s program provided community colleges with training slots through which they
could serve eligible dislocated workers. A recently completed evaluation of Washington’s program
found that the training made available by this program produced clear increases in earnings for
individuals participating in technically-oriented training.* Analysts estimated annual earnings gains
of $63.20 per credit for such training. Less technical courses, however, including training leading

to employment in low-wage sectors, led to earnings decreases of $31.20 per credit.

The Washington evaluation also documented the likelihood that workers displaced from jobs
held for more than six quarters would experience substantial long-term earnings losses. On average
such workers experienced an estimated 15% permanent decline in earnings. Workers dislocated
from jobs held for less than six quarters experienced short-term declines in earnings, but these were
largely offset by unemployment benefits and long-term effects on earnings were not evident. These
findings suggest that the length of tenure in a job prior to layoff could be a useful tool for targeting

services to workers who need them most.

Worker participation in training under Washington’s program was limited by the cost of
deferred earnings. The evaluation estimated earning losses of $216 per credit while participants were
in training. These costs were offset by future earnings gains, but many displaced workers could not
afford this initial investment, even with Ul benefits. Because of this, many workers who could have

benefitted from training sought employment instead.

The most notable conclusion from the Washington evaluation may be the aggregate effects
of the program upon dislocated workers, particularly males. After just a few years of program
operations, the proportion of male UI claimants who completed at least one community college
course increased from 4.8 to 5.2 percent. These numbers may appear small at first, but their base

is all males in Washington who received unemployment insurance, a sizable group. The program

*Jacobson and LaLonde (1997).
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appeared to have less of an effect upon course completion by women, who had a higher overall rate

of course completion than men prior to the program.

Despite these results, the Washington program was discontinued in 1997 due to concerns

about overly generous funding and inefficient use of program resources, as described further in

Appendix B.

4.

CONCLUSIONS

To review, our survey of state dislocated worker programs offers several major findings:

State programs for dislocated workers are uncommon. While most states fund
employment and training programs, less than a quarter currently fund programs that target
dislocated workers. Some state have operated these programs in the past, but discontinued

them in light of economic changes or more pressing needs.

The Minnesota Dislocated Worker Program is very similar to other state programs,
where they exist. Minnesota’s program is closely aligned with the federally-funded
EDWAA program, as in other states, leading to largely identical services across the two

funding streams.

The Minnesota Dislocated Worker Program is exceptional in its level of funding.
Measures of overall and relative funding clearly indicate that Minnesota’s program is better
funded than almost any of its counterparts. The only existing program with comparable

funding is that of Alaska, which has a very different program design.

Little research is available on state-funded programs. One state-funded program has
been researched extensively, but the outlines of this program are fairly different from

Minnesota’s program.
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V. MINNESOTA’S DISLOCATED WORKER PROGRAM

Minnesota’s Dislocated Worker Program is designated to assist laid-off workers in obtaining
new jobs with comparable wages, thus minimizing the adverse affects of dislocation on their own
lives as well as their families and communities. It emphasizes early intervention services to those
who have demonstrated a strong attachment to the workforce and who have been terminated due to
decisions and forces beyond their control. The program is organized and administered within a
complex framework of legislation that requires considerable coordination among federal, state, and
local agencies. Minnesota’s program has evolved from a modest program driven chiefly by federal
funding and regulations to a predominantly state-driven program. In this chapter, we focus on
general aspects of the program that affect all operations, including formula-funded activities. In

Chapter VI, we focus on discretionary activities, including rapid response.

We begin by discussing the evolution and overall context of the program, highlighting key
factors that influence state and local policies. In Section 2, we discuss program organization and
management, including the partnership among federal, state, and local agencies and how state
leadership influences the program. We turn in Section 3 to a review of program priorities regarding
both participants and services. Our coverage of Minnesota’s program concludes in Section 4 with

a summary of findings and policy recommendations.

1. EVOLUTION OF MINNESOTA’S DISLOCATED WORKER PROGRAM

Minnesota’s efforts to assist dislocated workers have been strongly influenced by both the
passage of federal legislation and the state’s own experience with dislocation. Passed by Congress
in 1982, Title I1I of the Job Training Partnership Act (JTPA), was the first federally-funded program
designed to help workers affected by large layoffs and plant closings. It was a modestly funded
program that was largely unstructured, giving a high degree of discretion to states. Most states used
the funds to respond to the largest and most visible layoffs and tended to underserve the many

workers laid off more quietly in small numbers.
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The 1980s was a period in which Minnesota experienced substantial layoffs affecting
traditional blue collar jobs in the manufacturing and mining industries. As the decade progressed
the state experienced increasing dislocations affecting workers from other industries, including
services and trades. More professional and technical workers were becoming dislocated by the
1990s, joining the ranks of the unemployed blue-collar workers. Rural communities throughout the

state were also experiencing significant dislocation as a result of the farm crisis.

Two pivotal events signaled crucial changes in Minnesota’s response to the increasing
dislocations. The first was passage of federal legislation amending Title III. The second was the

creation of a Minnesota fund for dislocated workers.

a. PASSAGE OF EDWAA

In response to the continued massive dislocation and unemployment nationwide, Congress
amended Title Il of JTPA in 1988 to increase funding for the program and improve the effectiveness
of operations and services in light of the experience states had gained responding to dislocation. The
Economic Dislocation and Worker Adjustment Assistance Act, or EDWAA, addressed key
weaknesses of the earlier Title III program. EDWAA created a unique partnership between federal,
state, and local authorities to deliver services to a broader subset of dislocated workers. Among the

major goals of the amendments were:'

C Building the capacity of substate area grantees to plan and administer dislocated worker
services;

C Improving program management and accountability;

C Ensuring a capacity for linking rapid response to notifications of impending plant closures
and layoffs;

C Promoting labor-management cooperation to design and implement services to affected
workers;

'U.S. Department of Labor, Study of the Implementation of the Economic Dislocation and
Worker Adjustment Assistance Act, 1992.
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C Ensuring coordination between EDWAA and other federal, state, and local agencies and

programs to provide effective and timely services;

C Extending program coverage to broad segments of the eligible dislocated worker population;
and

C Encouraging states and substate areas to take a long-term view of worker readjustment and
training.

The goals emphasized in EDWAA substantially changed the way states delivered services
to affected workers and created the structure for Minnesota’s Dislocated Worker Program. Most
importantly, the legislation emphasized the expansion of service provider networks to serve a
broader subset of eligible dislocated workers, including workers dislocated from smaller layoffs.
EDWAA did this by creating a funding framework in which states allocate up to 60 percent of funds
to local entities and retain the remainder to facilitate rapid response to larger layoffs and closings.
While EDWAA established the structure of the national program for dislocated workers, it gave
governors broad authority to administer the program and substantial flexibility to craft policies to
fit each state’s circumstances. In addition, EDWAA reaffirmed the state’s leadership role in
responding to larger dislocations, reserving 40 percent of federal allocations for state discretionary

activities.

b. CREATION OF MINNESOTA’S DISLOCATED WORKER FUND

Observing little relief in unemployment and dislocation in the late 1980s and early 1990.
Minnesota legislators established a separate state fund to help dislocated by workers. Beginning in
1991, federal allocations for EDWAA were supplemented with these state dislocated worker funds,
the amount of which has grown steadily and now comprises approximately two-thirds of combined

state and federal funds.

The growth of the Dislocated Worker Fund has provided the state with substantial additional
resources to respond to dislocation. Enrollments in the program have climbed steadily since the fund
was implemented and have held steady even in the wake of reduced federal funding and low

unemployment. The overall impact is that, relative to dislocated worker programs in the nation,
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Minnesota has the capacity to serve a greater proportion of the eligible population. As we reported
in Chapter III, only about five percent of dislocated workers are estimated to use the EDWAA system

nationally, while in Minnesota the estimate for the DWP is between 11 to 16 percent.

The additional state funds have also given Minnesota an important tool for establishing
priorities for use of dislocated worker funds. Two priorities in particular distinguish Minnesota’s
DWP from other state’s EDWAA programs. One is an emphasis on serving substantial layoffs.
EDWAA legislation emphasizes the importance of establishing a local response by requiring that
60 percent of federal allocations go to substate areas. Minnesota, on the other hand, emphasizes
services to substantial layoffs by allocating 60 percent of the more substantial state funds to serve
larger dislocation events.”> The other is a state priority that allows other, private organizations to

become independent grantees and deliver services to dislocated workers.

c. FACTORS INFLUENCING MINNESOTA’S DISLOCATED WORKER PROGRAM

These two events—passage of EDWAA at the national-level, and the creation of a state fund
to serve dislocated workers—have been most instrumental in shaping the character of Minnesota’s
Dislocated Worker Program. Figure V-1 depicts the influence that these and other important factors

have on the design, operation, and outcomes of Minnesota’s Dislocated Worker Program, including:

C Influence from federal legislation and policies in establishing the structure and organization
of services;

C Substantial state funds to respond to worker dislocation;

C Strong leadership by the state in establishing policies and implementing rapid response;

C Expanded pool of grantees able to deliver services;

C A unique competitive system for selecting service providers for state projects;

C Substantial statewide and local collaboration to deliver services; and

C Diverse local conditions in rural and metropolitan areas impacting both program design and

reemployment opportunities.

? 50 percent is distributed by formula and 10 percent by need.
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Figure V-1
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In the remaining sections, we discuss the defining characteristics and influencing factors
related to organization, management, and the setting of program priorities for customers and

services.

2. PROGRAM ORGANIZATION AND MANAGEMENT

The existence of substantial state funding provides Minnesota with exceptional latitude to
craft policies that influence the design and operation of services for dislocated workers. The dual
funding streams create the potential for two distinct programs, yet the state has taken limited steps
to diversify the program based on interests and needs beyond those established by federal legislation.
The establishment of independent grantees to deliver services during discretionary events stands out

as one of the key differences between state and federal programs.

For the most part, Minnesota’s state-funded program conforms closely to EDWAA
guidelines. There are good reasons for the close conformity: EDWAA’s required system of
allocating resources was based on experience and lessons learned from previous efforts during Title
II. The system is complex and takes advantage of federal, state, and local resources to deliver
services to a wide range of dislocated workers. An alternative organizational structure and allocation

system would increase system complexity and potentially add duplication to the process.

The Department of Labor’s key influence on Minnesota’s program is the provision of federal
funding, which is set by legislation, and distributed to states based on population and unemployment
levels. State allocations are required to be divided into two separate pools. Up to 40 percent of
funds can be reserved for use by the state for discretionary purposes, including early intervention
activities with layoff employees (rapid response), projects responding to mass dislocations, and
projects whose boundaries exceed those of one or more local organizations. The remaining 60
percent must be distributed to substate areas, 50 percent based on a formula that takes into account
local economic conditions—also called formula funds—and up to 10 percent may be distributed
using other criteria. Funding availability and allocations are discussed in further detail in Chapter

VIL
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Minnesota’s program is also significantly influenced by the Department of Labor’s (DOL)
interpretations of EDWAA legislation. Although the EDWAA legislation is fairly prescriptive, DOL
has leeway to influence national goals and priorities, primarily through the use of standards to guide
program performance through allocation of the Secretary’s Reserve fund, which is set aside for
projects of national scope, and through a growing number of DOL-led initiatives. To date, DOL has
designated only one federally required performance standard, the entered-employment rate, which

leaves Minnesota with substantial leeway to set state goals and priorities.

Among federal initiatives with the potential to influence Minnesota’s program is One-Stop.
One-Stop represents the Department of Labor’s effort to work with other agencies and co-locate a
number of employment and training programs and services under one roof, providing greater
convenience to the many kinds of customers that need to access training and support services. One-
Stop is considered a key first step to integrating numerous disparate training programs. But absent
federal legislation to formally integrate these programs, One-Stop has the potential to influence the
DWP by emphasizing the power of collaboration to promote more efficient use of federal and state

resources.

Answering the broad national call to manage programs and services more efficiently,
Minnesota has developed Workforce Centers, which provide coordinated services to a host of
program customers. “No wrong door” is the hallmark of the new system, which is being
implemented across the state and currently is in place in 30 locations. The state anticipates having
54 Workforce Centers by June of 1998. The changing system may alter how workers access

programs as well as the range of available programs and service options.

Another DOL-led initiative—the Enterprise—influences some of Minnesota’s Local
Dislocated Worker Programs. The Enterprise is a group of EDWAA substate areas that have been
independently confirmed as being committed to delivering high quality, customer-focused services.
This Department of Labor initiative has a goal of infusing EDWAA programs nationwide with a
level of excellence that meets or exceeds the best business standards and expectations in the nation.
Currently, a high portion of Minnesota’s substate area grantees have earned membership to the

Enterprise. Through the Enterprise, members and aspiring service operators and grantees have
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access to performance management information intended to promote excellence in programing and

service delivery.

a. STATE POLICIES

EDWAA gives Minnesota’s governor substantial flexibility to develop policies for serving
dislocated workers with federal funds, including authority to determine (within prescribed limits)
the structure of service delivery, the priorities for using state discretionary funds, participant and
service priorities for funds allocated by formula, and state performance standards, among others.
Minnesota statutes provide further clarification and guidance for administering the Dislocated
Worker Program and the use of state funds for dislocated workers, and vest the state’s Commissioner

of Economic Security with responsibility for implementing both the federal and state programs.’

i. MINNESOTA DEPARTMENT OF ECONOMIC SECURITY

Overall responsibility for administration and management of the Dislocated Worker Program
resides in the Minnesota Department of Economic Security’s Workforce Preparation Branch, Office
of Adult Training and Dislocated Worker Services. The Office is the conduit linking federal and
state funding and policies to local program policies and operations. Staff answer directly to the
Commissioner of Economic Security, an appointed cabinet official, and are responsible for serving
as liaisons to federal agencies and members of the state legislature. MDES staff also support the

Governor’s Workforce Development Council, which provides broad policy guidance and oversight.

In addition to overall program planning and management, MDES retains chief responsibility
for making initial contacts with employers for large layoffs. MDES has created a distinct Dislocated
Worker Unit (DWU) for this purpose (as required by EDWAA), which is comprised of a coordinator

and three rapid response team members, one from MDES and two from organizations affiliated with

*Minnesota Statutes 1996, Chapter 268.
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organized labor and employers.* Staffing the rapid response unit in this manner was intended to help
MDES gain access to companies by using team members who have organization- or industry-specific
expertise, and might better understand the needs of businesses and workers who are affected by

dislocation.

Overall, we found that MDES staff were highly regarded by members of the GWDC and the
Committee, program administrators, and business that have worked with state staff during layoffs.
Their knowledge, experience, and professionalism came across as notable assets. Committee
members have developed a trust in MDES staff and rely substantially on staff technical expertise.
Program administrators appreciated that MDES often consulted with them in developing system-
wide policies. Companies that have worked with MDES during restructuring and layoffs are very
satisfied with MDES and are likely to contact MDES for assistance again, without hesitation—not
because they are compelled by law, but because they are confident MDES will be able to provide

needed assistance.

The general high regard for MDES was not universal, however. Grantee staff were
particularly critical of rapid response activities led by the DWU. Two major criticisms were cited:
conflicts of interest among members of the rapid response team and interference with local
prerogative in planning and responding to layoffs. Tension between state and local officials over
how best to meet the needs of local employers and workers is nothing new. Our previous studies of
EDWAA noted considerable tension at times between state and local staff on some of these very
issues. Nor does the presence of conflict necessarily undermine service delivery; state and local staff
can disagree on the best strategy while continuing to render responsive services. Criticism of the
DWU must also be balanced by the general high marks grantees give MDES for coordination and
system consultation. Nevertheless, we were struck by the number of respondents who were critical
of the apparent disregard for local experience, especially during rapid response. We address these

issues in more detail in the next chapter.

*Staffing of the DWU changed in the spring of 1997 when the team member affiliated
with the Employers Association was replaced by a state civil servant.
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ii. GOVERNOR’S WORKFORCE DEVELOPMENT COUNCIL

The Governor’s Workforce Development Council (GWDC) is authorized by federal and state
law to provide policy guidance and recommendations to the Governor and Commissioner of
Economic Security. Prior to the formation of the GWDC, policy guidance was provided by the
Governor’s Job Training Council, whose impact on DWP operations has been characterized by some
observers as substantial. At the time of the evaluation, however, members of the GWDC were

relatively new, having only recently completed their first year on the new Council.

The Council’s 32 members are appointed by the Governor to serve three-year terms. Council
membership is formulated to provide input from a wide range of knowledgeable individuals with
interest in workforce development issues, including representatives from state agencies, business and
industry, organized labor, community-based organizations, education and local government.
Minnesota statute defines the range of Council activities in addition to those established by
EDWAA. Current activities emphasize obtaining Council input and recommendations for
consolidating employment and training programs, improving coordination, reducing duplication and

other strategies for improving program efficiency. The specific responsibilities of the council

include:
C Coordinating transition of the statewide education and employment systems;
C Recommending methods for coordinating various employment and training programs funded

or operated by different federal agencies;

C Recommending ways for integrating programs to deliver seamless services to participants;

C Recommending the development of performance standards for education and training
programs;

C Administering grants to local education and employment transition partnerships;

C Recommending changes in state and federal laws that pose barriers to developing a

coordinated resource system; and

*Minnesota Statutes 1996, 268.0122
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C Sponsoring studies detailing how to meet the state’s human investment needs and developing

a coordinated state system.

The Governor may also establish other agenda items with the Council’s approval. Recent priorities
for the Council’s agenda have included School-to-Work programs, Workforce Centers, Welfare

Reform, and the Dislocated Worker Program.

A structure of ad hoc committees assists the overall Council in conducting its broad
responsibilities. The Council’s Workforce Development Committee, comprised of 11 members of
the overall Council, is responsible for providing oversight and making policy recommendations on
issues related to dislocated workers, older workers, disadvantaged workers, welfare-to-work, and
other pilot projects and programs. Overview and policy recommendations for the Dislocated Worker

Program, therefore, fall under the Workforce Development Committee’s responsibility.

Newly appointed members of the Workforce Development Committee asserted that they were
not going to “rubber stamp” whatever policies MDES or the Commissioner proposed, but would take
a more active stance in setting policy. Despite this goal, the major activity of the Committee in
regards to the DWP appears to be the oversight and approval of DWP grants. Our interviews with
a range of individuals indicated that the Committee took on this responsibility early in its tenure,
preferring these more concrete deliberations to the more abstract, yet crucial discussions needed to
guide the direction of the Dislocated Worker Program. Committee members and outside observers
concurred in their impressions that the Committee takes very seriously its charge to review and
approve programs, and does so with considerable zeal. Committee members believed that their
efforts have led to a more effective grant proposal process by forcing program operators to be clearer
about their plans and assumptions. The key problem, however, is that these reviews are conducted

case-by-case, and have not resulted in concrete policies for the Dislocated Worker Program.

Although the Workforce Development Committee clearly has the authority to influence
dislocated worker policy, its recent imprint has been relatively superficial. A number of factors have
combined to produce this result. First, Committee members have not had sufficient opportunity to

make substantial contributions to DWP policy. Most members are relatively new to the Council, and
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individual committees were not established for some time after the Council was developed. Second,
the Dislocated Worker Program is extremely complex. The operation of the DWP is guided by a
host of complex laws, which establish the organization, priorities, system of funding allocation, and
even the boundaries of state policy making. Committee members recalled that they needed
substantial orientation and tutoring from MDES staff when the Committee was formed, and have

relied on MDES staff knowledge and expertise throughout their deliberations.

The absence of an explicit mission and goals for the Dislocated Worker Program also
impedes policy making. It partially explains the reactive nature of current deliberations, which focus
on concrete procedural issues perhaps better suited for the attention of MDES staff. Goals and
priorities for the Dislocated Worker Program must be extrapolated from numerous sources, including
federal EDWAA legislation and Department of Labor regulations, Minnesota Statutes, and general
goals for Minnesota’s Workforce Development system. Nowhere are the mission and goals of the
DWP clearly stated, nor has the GWDC or Committee taken the lead in defining them. Respondents
often had disparate notions of the program’s key goals. Some, for example, believed rapid
employment paramount to other considerations; others believed wage replacement was the chief
goal. Crafting a straightforward statement of the program’s mission and goals is, therefore, a vital

first step to proactive policy making needed to give greater coherence to dislocated worker policy.

Given the complexity of the program coupled with potentially high turnover (tenure is for
three years and most members were appointed at the same time), the Committee is likely to require
continued training about the Dislocated Worker Program and the federal and state regulations that
guide the program. Committee members believed they had received excellent information and
guidance by MDES staff, who provided basic information and orientation for Committee members
during the first meetings. In discussions with Committee members, however, we found that some
had questions or even misperceptions about key aspects of the program, indicating a need for

continued guidance and training.
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b. MINNESOTA’S LOCAL SERVICE DELIVERY SYSTEM

In designing Minnesota’s local delivery system, policy makers have been guided by federal
policy, but also take into account state and local preferences for administering the program. Federal
legislation left the creation of substate areas to Minnesota, as long as the state met two key
requirements. First, boundaries had to be consistent with existing JTPA Substate Delivery Area
boundaries. Second, each substate area had to have a minimum population of 200,000. Consistent

with these provisions, Minnesota established 11 substate area grantees.

Minnesota’s substate areas vary considerably, but can be characterized as mostly urban or
mostly rural. The six substate areas encompass the Minneapolis-St. Paul metropolitan area, which
includes the most dynamic labor market in the state, and has substantial resources to serve dislocated
workers. The remaining five substate areas are predominantly rural, offering relatively fewer job
opportunities and comparatively fewer resources for helping dislocated workers. The great
difference in circumstances between rural and metropolitan grantees makes it difficult for the state
to develop policies that address the concerns of each group. However, substate areas have
considerable discretion in setting their own priorities and service goals, increasing their ability to

response to local needs.

In addition to the 11 substate area grantees designated in accordance with EDWAA
guidelines, Minnesota law has created the capacity for up to six independent grantees to deliver
services to dislocated workers.® The provision for the state designated grantees came as the result
of broad state philosophy that there be “no presumed provider of services.”” In 1993 Minnesota law
was formally amended, allowing for up to six additional grantees to be chosen through a selective
review process. These grantees are eligible to obtain EDWAA discretionary and state project funds

to serve dislocated workers from substantial layoffs.

®Minnesota Statutes 1996: 268.9781.

’As reported in Minnesota’s Administrative Manual for JTPA Programs, Part II, 13.0 and
13.10. According to MDES staff, federal EDWAA legislation implies that there is no “presumed
service provider.”
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Although the law allowed for up to six independent grantees, Minnesota initially selected
only three such programs: United Auto Workers’ Dislocated Worker Programs (UAW), The
Employer Association’s Career Management Services, Inc. (CMS), and the Minnesota Teamsters
Service Bureau®. The UAW and Teamsters had demonstrated substantial experience working with
dislocated workers prior to being designated as independent grantees. They had operated as
subgrantees and service providers to substate areas and the state during previous dislocation events.
Career Management Services, Inc. was a new provider, but offered what state policymakers believed
to be a different and complementary emphasis on serving professional and technical workers—a
growing group of workers affected by dislocation. In addition to being eligible to receive state
project funds, the state provides these grantees with a base of funding to serve workers affected by

smaller layoffs, much as substate area grantees are given formula funds to serve these workers.

The use of independent grantees to deliver services has caused considerable conflict within
the workforce development system. Much of the conflict is caused by the competitive process that
the state uses in selecting grantees for discretionary projects; in metro areas the selection process
frequently pits the independent grantees against substate grantees for delivering services during
substantial layoffs. Many respondents recognized that some independent grantees are good service
providers. Nevertheless, they questioned the wisdom of investing substantially in delivering services
through a competitive process while state policy makers are trying to foster collaboration and
coordination as a means to increase program effectiveness. Indeed, with the advent of Workforce
Centers, some contend, the current system could prove less efficient by duplicating services available

through these centers.

While substate areas oppose the current system of independent grantees, MDES is
experiencing pressure from other eligible organizations to be similarly designated. Some
respondents believe that the system could benefit by designating additional providers as qualified

competitors for state project funds. Yet some committee members are also concerned about the

$Career Management Services, Inc. (CMS), a subsidiary of the Employers Association, no
longer operates as a grantee to MDES. MDES terminated all CMS grants effective April 1997 in
response to allegations of fraudulent activities and an investigation by the Federal Bureau of
Investigation.
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administrative burden of adding more independent grantees to the system, which will require

additional monitoring and oversight by state staff and committee members.

While Minnesota law allows for the inclusion of up to six independent grantees, the law is
unclear on the specific intent for doing so. According to some respondents we interviewed, the
philosophy reflects the influence of special interests and an overall preference for giving private
organizations the opportunity to deliver dislocated worker services. Other policy makers hoped that
the independent grantees, combined with a competitive selection process, would expand service
alternatives for dislocated workers, improve the quality of services, and increase the overall
responsiveness of the system. The issue of whether the independent grantees help the state deliver
on these implicit goals requires a more extensive discussion of grantee selection for state projects.
We raise this issue again in the next chapter, where we explore the role of other organizations vis

a vis discretionary funding and the competitive process.

i. OTHER SERVICE PARTNERS

Minnesota’s service delivery system is also comprised of numerous local agencies that
deliver state and federal programs, and training vendors, some of which operate as subgrantees to
substate areas or independent grantees. Among the most integral service partners are Reemployment
Insurance (RI) and the Job Service, which operates offices throughout the state. The Job Service
provides job leads and job search assistance, and in some areas also contracts with the DWP grantee

to conduct intake, eligibility determination, assessment, and other up front services.

Local community colleges and universities are also key service partners. Educational
institutions often collaborate closely with local JTPA grantees to develop courses tailored for larger
groups of dislocated workers, and have worked with some grantees to design courses that are more
flexible. Some grantees and service providers, however, expressed concern that the recent
reorganization of the state’s community colleges into the Minnesota State Colleges and Universities
(MnSCU) may affect the responsiveness of courses to the needs of dislocated workers. Dislocated
workers, they noted, need flexible training programs; most cannot wait around for a new semester

to begin, and many do not need course prerequisites. Grantees were also concerned that higher
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education costs may drive them to seek services from private training programs. These concerns
were consistently raised by all grantees. Some related that they were still able to negotiate contracts
with MnSCU for customized or tailored training for larger groups of participants. Respondents from
MnSCU said that most campuses can do tailored training, but acknowledged that the system still

needs to work on making courses more flexible for non-matriculated students.

C. STATEWIDE COORDINATION AND LINKAGES

Overall, coordination of information and linkages among local agencies to deliver services
appear effective. Grantees frequently gather to discuss issues related to programs, practices, and
policies. Meetings are sponsored regularly through the State Association of Private Industry
Councils, MDES sponsors roundtables quarterly, and meetings of the GWDC are well attended by
grantees and service providers. Throughout our extensive interviews there was a high degree of
consistency in the information we obtained, indicating an extensive, in-depth dialogue takes place

among policy makers and program operators.

Our interviews with employers, participants, and program staff added to our impression that
program linkages were fairly well established and facilitated outreach, recruitment, and service
delivery. In several instances, local Job Service offices played pivotal roles in identifying dislocated
workers. Local offices informed the state about substantial, but unreported layoffs, and referred
individual workers to local grantees. State education institutions have also identified and referred

dislocated workers to service providers for additional assistance.

d. PERFORMANCE MANAGEMENT

Performance standards are designed to promote program quality and the responsiveness of
services to intended recipients. To be effective, standards need to be valid indicators of quality and
they must be reliable, that is, they must be objectively measurable. EDWAA has only one national
performance standard that states must report to the federal government—the entered-employment

rate. In addition to the national standard, states are encouraged to develop their own standards.
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Performance standards for the Dislocated Worker Program are included in Table V-1.
Notably, many of these standards are adjusted for differences in local circumstances. Hourly wage
rates are based on local wages, while enrollment rates and costs per participant are measured relative
to local plans for these measures. This gives grantees considerable latitude in developing
performance standards since they establish many of the benchmarks against which they will be

measured, and they even define the specific “hard-to-serve” goals that they will meet.

Table V-1
DWP Performance Standards

1. Participant enrollment rate +/- 15% of plan

2. Entered employment rate 70%

3. Classroom entered employment rate 80%

4, OJT entered employment rate 90%

5. Hourly wage rate 85% of SSA PY95 average hourly wage

6. Hard-to-Serve goals 85% of total number of population(s) targeted by SSA
7. Cost per participant +/- 15% of plan

8. Cost per entered employment +/- 15% of plan

9. Participant follow-up employment 100% of terminations (70% response rate)

10. Timely submission of reports 100%

The chief issue we encountered related to performance standards was the calculation of
entered-employment rates, the sole federal standard. DWP grantees complained that program rules
governing this rate penalized them unfairly in certain situations. Such situations could arise when
participants from large-scale layoffs were transferred to the general EDWAA program. This might
occur when an individual’s training program required more time than was permitted for the original
grant made after the initial layoff. To continue providing services to such individuals in these
circumstances, DWP grantees must terminate them from the initial grant they were served under and
re-enroll them under a second grant. The terminations, however, are counted as a negative outcomes.
Even though the individuals continue to receive services under a second grant, and may eventually
gain employment, their termination and re-enrollment automatically lowers the performance of
program operators. Altering this performance measure, however, requires the state to work with the

U.S. Department of Labor.
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3. PROGRAM PRIORITIES

The Dislocated Worker Program is designed to help workers who have been, or are about to
be, terminated from their jobs for reasons beyond their control. Dislocated workers are distinguished
from other unemployed workers because they have demonstrated a substantial attachment to the
workforce. And although they typically have a considerable work history, their skills are often not
in demand or they cannot find stable employment without experiencing a substantial drop in income.
Federal legislation defines a broad cross section of dislocated workers who are eligible for services
under EDWAA. States, however, have considerable authority to identify other eligible dislocated
workers, establish priorities among the different groups, and assist program grantees in developing

priorities based on local needs.

a. ELIGIBILITY

Minnesota’s eligibility rules and guidelines conform closely to the broad categories defined

in the EDWAA legislation. Those who are eligible include:’

C Workers terminated or laid off from their jobs who are unlikely to return to their previous
industry or occupation;

C Workers affected by a permanent plant closure or a substantial layoff;

C Long-term unemployed workers who have limited opportunities for employment in their
previous occupations;

C Self-employed workers (including farmers and ranchers) who are impacted by natural
disasters or business failures; and

C Workers who have not received an individual notice of termination, but who work at a
facility where an employer has made a public announcement of an impending layoff or

closing.

°The complete eligibility guidelines are established in State of Minnesota JTPA
Administrative Manual, Part II, 13.15 and address eligibility for both federal- and state-funded
programs.
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The eligibility guidelines make it clear that Minnesota’s Dislocated Worker Program is
intended for workers with a substantial commitment to the labor force—not just any unemployed
individual. In this regard, policy makers and program administrators maintain a distinction between
dislocated workers and other economically disadvantaged workers who are unemployed. This latter
group may be eligible for other services under the federal JTPA, Title II-A program. Further, the
program is designed to help workers who intend to remain in the workforce: it is not intended to help
those who are likely to retire. Nor is the program designed to serve people who are likely to remain
with or return to the layoff employer, including workers who are likely to be called back by their

employer, unless the period of layoff extends beyond six months.

Dislocated workers may also be eligible even if they are working, if such employment is
intended to help make ends meet. The state’s Interim Employment policy recognizes that some
workers accept jobs temporarily and need an income even during program participation.'’ As long
as the individual intends the job to be temporary and is obtaining services to transition into a

permanent job, then a dislocated worker continues to be eligible for the program.

Some respondents we interviewed observed that workers dislocated from permanent closures
and substantial layoffs seemed to have an easier time establishing their eligibility for the program.
On the face of it, the criteria for determining eligibility among workers from permanent closures and
substantial layoffs is more open than other categories, which include additional qualifying language,
such as “unlikely to return to previous industry or occupation,” and “limited opportunities for
employment or reemployment in the same or similar occupation.” We did not find this to be a
widespread operational concern, however, because the qualifying language for eligibility is
sufficiently broad and gives grantees discretion to interpret it based on local circumstances. Further,
as we will discuss below, programs are required to assess individuals seeking services to determine

both eligibility for the program and the kinds of services to assist their transition to new jobs.

""Minnesota JTPA Administrative Manual, Part II, 13.16
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A few respondents from rural substate areas noted that a recent change in the definition of
long-term unemployed from 26 weeks to 15 weeks may hamper services to dislocated workers who
postpone enrollment. In theory, the change in definition may present a hindrance to serving workers
who wait before seeking services, but most grantees did not perceive this to be a problem. Staff of
rural programs conceded they were still able to serve workers who waited for services; in most cases,
grantee staff are able to trace eligibility back to a specific layoff and qualify workers under another

eligibility category.

b. CUSTOMER PRIORITIES

The federal EDWAA program requires states and local grantees to establish priorities for
serving dislocated workers. Rather than serve any eligible individual on a first come-first served
basis, programs are encouraged to prioritize resources to serve particular groups of workers.
Minnesota’s priorities emphasize workers most in need of DWP services, as well as recently laid off
workers. State policies allow grantees substantial flexibility in pursuing these goals, but encourage
the use of individualized assessments to further insure that services are appropriate to the

circumstances and needs of individuals.

Minnesota’s priorities for the DWP target resources to workers most in need of services. "'
Workers most in need are those whose reemployment may be more difficult due to age, education,
economics or other barriers. The most in need policy recognizes that barriers differ from one
location to another. Therefore, state policy allows grantees and service providers considerable
discretion to identify priorities for the workers they serve and develop local plans for pursuing these
priorities. The policy also recognizes that barriers are based on individual circumstances, which
must be determined through an assessment of each workers’ employment history, skills, education

and other factors.

In analyzing Minnesota’s most in need policy, we found that over two-thirds of the terminees

in 1995 reported at least one barrier to employment at the time they enrolled in the DWP. Figure V-

""Minnesota JTPA Administrative Manual, Part I1, 13.4, September 12, 1995
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2 illustrates our findings. Significantly, most participants were older workers as defined by
MDES—58 percent of all terminees were age 40 or over at the time they enrolled in the program.
This represents a substantial number of workers who are likely to have a difficult time transitioning
to stable jobs at comparable wages. Another 15.8 percent had multiple barriers to employment that
constrained individuals’ opportunities and choices, including single parents, workers with limited
skills or experience (classified in the “other” category), workers with disabilities, those on public

assistance, and workers who had not achieved high school equivalency.

Figure V-2
Barriers Reported by 1995 Terminees

Two: 13% Three or More: 3%

None: 30%

One: 54%

The combination of age and limited skills can add greatly to the degree of difficulty an
individual has in locating employment. Indeed, during our follow-up interviews with program
participants, nearly every worker over the age of 40 that we encountered experienced considerable
difficulty finding a new job. In several instances, workers returned their former industry or
occupation, even though the work was unstable, and future layoffs were quite likely. These workers
typically had families, and cited the need to earn an income as one of the key impediments to taking

more time to learn new skills.

Minnesota’s participants experienced barriers to reemployment about as frequently as other
participants in the nation. Table V-2 compares the barriers reported by Minnesota terminees in 1994

with other EDWAA terminees. The number of Minnesota terminees with one or more barriers is
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comparable to other terminees in the nation. Minnesota’s terminees differed, however, in that age
was more often cited as a barrier, as opposed to public assistance receipt, single family head, or lack

of high school equivalency.

Table V-2
Comparison of Barriers Reported by Terminees

US EDWAA Minnesota DWP
Employment Barriers Terminees 1994 Terminees 1994
Age 40 and over 50.2 56.9
Disability 27 2.8
Public Assistance recipient 6.8 3.1
Single head of household 121 9.3
No H.S. Equivalency 12.9 4.6
Other Barriers 9.4 14.6
Terminees without barriers '? 31.7 30.9
Terminees with one barrier 47.9 49.6
Terminees with multiple barriers 20.4 19.6

Source: 1994-1995 SPIR Data.

Minnesota’s customer priorities are meant to target resources to recently laid off workers.
Providing DWP services to workers shortly after layoff is intended to minimize the income losses
associated with layoffs and help workers effectively use their reemployment (UI) benefits. The chief
mechanism for enforcing this policy is the state’s limit on enrollments of long-term unemployed
workers. Grantees may enroll no more than 25 percent of participants under the category of long-
term unemployed.”> We compared Minnesota enrollments to national enrollments to assess whether
this policy produced distinctive results for the DWP. We found that in 1994 Minnesota had served
proportionally fewer long-term unemployed workers than the national EDWAA program. Asshown

in Table V-3, 35 percent of enrollees nationally were unemployed longer than 16 weeks, compared

“Includes terminees with missing data on barriers.

“Minnesota JTPA Administrative Manual, Part II, 13.5
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to fewer than 20 percent for Minnesota. Workers unemployed longer than 25 weeks comprised 25

percent of enrollees in the national program but only 13 percent in Minnesota.

Table V-3
Weeks Unemployed Prior to Enroliment in Dislocated Worker Program

Weeks Unemployed U.S. Terminees 1994 DWP Terminees 1994

1-4 221 49.8

5-8 10.2 11
9-12 7.4 6.4
13-16 8.1 13.7
17-20 5.9 3.8
21-24 4.4 2.6
25+ 247 12.7

Source: 1994 SPIR Data

Minnesota’s efforts to prioritize recently laid off workers appears to be highly effective.
Although few respondents believed that the state’s enrollment limitations on long-term unemployed
workers had a significant impact on their programs or the kinds of workers they currently serve,
these numbers speak for themselves. The high proportion of recently laid off workers in the DWP
also reflects a heavy emphasis on serving workers through plant or company-specific projects, which
we describe in detail in the next chapter. Taken together, Minnesota’s strong emphasis on
implementing projects to intervene early in dislocation events combined with its policy of limiting
enrollment to long-term unemployed workers play a substantial role in recruiting workers who are

more recently affected by dislocation.

c. SERVICE PRIORITIES

Dislocated workers’ skills, work experience, salary history, and personal circumstances vary
tremendously. And yet, they share a substantial attachment to the labor force and the destabilizing
experience of layoff that sets them apart from other job seekers and other people enrolling in training
programs. EDWAA legislation authorizes state and local grantees to arrange for services that meet

the diverse needs of the workers they serve.

5-23



Minnesota’s service priorities policy corresponds closely with its customer priorities in that,
(1) grantees are responsible for establishing service priorities, (2) service priorities are based
primarily on the needs of individual workers, and (3) dislocated workers have varying needs for

services, and resources should be available for those who need them most.

Minnesota’s Dislocated Worker Program offers a wide array of services to affected workers.
These services include assistance to help workers recover from the shock of unemployment and

embark on a successful job search, as well as training and support services. These services include:

C Basic Readjustment Services to provide counseling and support, information about local job
opportunities, assistance obtaining a job, including resume and interviewing skills, and

information and referrals to other agencies in the community that can provide assistance.

C Short- or Long-term Retraining, including classroom training for basic skills, occupational

or technical training to enhance job-related skills and on-the-job training.

C Support Services to provide assistance to workers while participating in the program,
including help with transportation; child care; relocation; purchasing tools, books or
uniforms for training or a new job; or assistance paying housing, utility, or health bills while

in retraining.

Federal guidelines stipulate that states must ensure that substate grantees have the ability to
assess dislocated workers so that they can be referred to services that are appropriate to them. In
doing so, these guidelines emphasize that services should be based on an individualized plan
developed with each worker in advance and taking into account existing experience, skills,

education, and the local labor market.

It is important to note how the state’s service priorities interact with customer priorities to
determine who receives what kinds of services. While workers affected by dislocation under a wide
range of circumstances are eligible for services, the program is not intended to provide all eligible

workers with the entire array of services available to them. The combined customer and service
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priorities are quite explicit: limited resources should go first to those who are likely to have difficulty
getting a new job, and these individuals should be provided with enough services to promote
successful reemployment. Thus, some individuals may need only the briefest orientation, during
which they find out about local job prospects; others may need more extensive readjustment services
to prepare them for the jobs search; and still others who lack marketable skills may need more

extensive training.

In short, the program is not designed to help those who can get good jobs on their own. Nor
is it designed to provide extensive services to everyone. Rather, the program seeks to provide
resources to meet —not exceed—individual needs. These points are important because they
highlight the crucial role of assessment in identifying the kinds of services that workers need to

become reemployed.

A common concern voiced among policy makers that we interviewed was that some workers
might be receiving services they do not need. Indeed a typical impression was that some workers
are being trained for jobs outside of their current occupations when jobs that require their skills
continue to be available. We raised this issue explicitly during on-site discussions with grantees and

program operators and during follow-up interviews with program customers.

Interviews with employers, Employee Management Committee (EMC) members, and
program participants suggested that grantees are using assessments as they are intended. Both
employers and workers reported that providers used assessments to determine whether individuals
had substantial barriers to employment and to assess the match between an individual’s employment
goals and the reality of the local labor market. Respondents noted that, in most cases the match was
mutually agreed upon and workers were satisfied. Workers also recalled instances where the local
program would not approve an individual’s training plan because there were few opportunities in

those areas or the training was inappropriate.

All of the DWP participants we contacted recalled their assessments, and several reported
conflicts in the development of their service plans. One participant, for example, hoped to return

to school to become a registered nurse (RN). Program operators informed her that there was little
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demand for RNs, and the necessary training was both too lengthy and expensive. They
recommended instead that she pursue training as a licensed practical nurse (LPN), a less skilled
position requiring shorter training. Employer demand for LPNs was also much greater. We heard
several stories similar to this during our interviews with participants, and it appeared that the DWP

does not simply provide enrollees with all the training they may want.

Among the more controversial elements of EDWAA is the requirement that 50 percent of
the funds allocated to substate grantees be expended on worker retraining. This provision was
designed to encourage investment in substantial training to help workers obtain new skills as they
transition out of jobs in declining industries. Some respondents we contacted believed the high
expenditure requirement for retraining compromised their ability to provide more extensive
readjustment services that are just as important for helping workers obtain new jobs. For this reason,
substate grantees may request waivers that lower the expenditure requirement to as little as 30

percent.

The state maintains a neutral position on the need for retraining services, allowing substate
grantees to identify the need for retraining services individually and develop local policies on
retraining. In general, the state’s interest is to insure that workers will continue to obtain good jobs
with decent wages, regardless of whether the service strategy emphasizes basic readjustment or
retraining. Grantees can request a waiver of the 50 percent expenditure requirement, but must do
so for each grant received and provide verifiable supporting documentation. The state’s goal in

reviewing the waivers is to ensure that:

C Customers will continue to be prepared for stable jobs;

C Programs are appropriately serving workers with a need for more extensive case management
or basic readjustment services; and that

C Programs serving a substantial number of participants that qualify for other training funds
are able to leverage funding sources and coordinate retraining services with basic

readjustment services.
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The state’s process of granting waivers seems to provide the flexibility that local area’s need
to provide services that are responsive to their workers’ needs. Currently seven out of eleven
substate areas and grantees have requested and received waivers for their formula-funded programs.
Grantees noted that the strong economy and high demand for workers has created an environment
in which dislocated workers want short-term training and readjustment assistance to get them back
into work more quickly. Further, some observers noted that employers are willing to provide

training themselves to help bridge workers’ skill gaps.

The EDWAA legislation’s intent to provide dislocated workers with substantial services is
further reflected in policies surrounding supportive services. EDWAA permits grantees to expend
up to 25 percent of program funds on supportive services for participants. Early research on the
national implementation of EDW A A noted that most grantees were spending substantially less than
this amount on supportive services, even though many EDWAA participants had exhausted Ul

benefits and might be aided by such assistance.

Minnesota’s approach to supportive services, however, is much more proactive. In 1993,
legislation was passed in Minnesota to require DWP grantees to expend at least 10 percent of funds
on supportive services. Most respondents we contacted acknowledged the need for supportive
services, but contended that the minimum expenditure requirement poses an undue burden on local
operations. Critics also perceive that the policy may encourage unwise spending decisions. Two
program administrators reported having difficulty meeting the expenditure requirements, even

though they felt workers were provided with substantial support, including health care payments.

We reviewed program data to determine the extent to which Minnesota participants received

* As Table V-4 points out, Minnesota’s participants received supportive

supportive services.'
services about as frequently as other participants across the nation. Thirty-seven percent received
some supportive services in 1994. The kinds of services Minnesota participants received, however,
differ in significant ways from national participants. Minnesota’s 1994 terminees were almost twice

as likely to obtain assistance for transportation than other terminees across the nation. Participants

"“SPIR data, 1994-1995.
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were also more likely to receive assistance with health care and family support, as well as housing
assistance. They are less likely to receive cash assistance and counseling. It is plausible that
Minnesota terminees received kinds of support that are relatively more expensive than other
terminees, especially because of the higher rates for receiving support for transportation, housing,

and health. Unfortunately, the data do not address the costs of these services, so no cost comparisons

can be made.
Table V-4
Supportive Services Received by Program Terminees
Supportive U.S. Terminees, Minnesota
Services 1994 Terminees, 1994
SR:rc\;/ie(i:\(/aeSd any supportive 36.8 371
Transportation 13.5 24.2
Health 24 3.5
Family support 3.1 4.4
Housing 3.0 5.0
Counseling 22.2 1.1
Cash payments 51 0.8
Other 14.6 19.4

Source: 1994-1995 SPIR Data

4. CONCLUSIONS

Conclusions from our review of DWP organization, management, and program priorities

include the following:

C The state substantially influences the organization and operation of the DWP,
primarily through the establishment of the Dislocated Worker Fund. The fund gives

Minnesota added flexibility to emphasize state goals and priorities for the DWP.

C Regarding DWP issues, the GWDC’s Workforce Development Committee seems to
focus its energies on the grant review process rather than providing more explicit policy

guidance on the DWP. Members’ limited tenure, the complexity of the program, and lack
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of concrete mission and goals for the DWP, all contribute to the Committee’s limited

influence.

The use of competitive strategies for allocating resources among various grantees
contrasts with collaborative strategies embraced by the emerging workforce
development system. Independent grantees receive base funding to serve the generally-
eligible DWP population and compete with substate areas to deliver Dislocation Event
Services Grants during substantial layoffs. At the same time, many of these services are
being integrated at the local level through Workforce Centers, where collaboration rather

than competition is used to efficiently deliver services.

Local areas have wide discretion to establish their own program priorities and
performance goals, which helps grantees respond to local needs. This flexibility is
particularly important in Minnesota because rural and metro area needs and resources differ
considerably, which makes it difficult for the state to develop explicit policies that address

the concerns of all grantees.

Coordination and linkages among DWP grantees, providers and other service partners
appears to be effective. The state makes extensive use of the workforce development

system to identify layoffs and recruit affected workers.

Performance measures, for the most part, give grantees enough flexibility to determine
their own priorities and meet modestly challenging performance benchmarks. Yet we
also found that the entered employment rate does not adequately credit programs for serving

workers when they are transferred from one grant to the next and continue receiving services.

Minnesota’s eligibility guidelines cover a wide range of affected workers. The
guidelines also clearly emphasize that the DWP is intended for workers who are committed

to the labor force.
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Program priorities emphasize services to workers who are recently laid off from their
jobs and those who are determined to be most-in-need of services. Over two-thirds of
program participants have barriers to employment, a substantial number of which are older

workers who are likely to have difficulty finding jobs without a large drop in pay.

Minnesota effectively recruits workers soon after layoff. Compared to the national
EDWAA program, workers recruited into the DWP reported significantly shorter spells of

unemployment prior to enrollment.

DWP grantees appear to use assessment as intended by EDWAA and the state. For both
generally-eligible dislocated workers and those affected by substantial layoffs, grantees are
reviewing workers’ skills, experiences, and needs compared to the demands of the local labor

market.

Current demand for extensive training appears to be low. Most grantees have requested
waivers from the 50 percent minimum expenditure on training. This is attributed to the

strength of Minnesota’s economy and the high demand for workers.

Minnesota encourages support for dislocated workers by imposing a ten percent
minimum expenditure on supportive services. We found that, compared to participants
from other EDWAA programs, Minnesota’s participants received supportive services about
as frequently, but the kinds of services DWP participants receive are significantly different.
Due to the lack of comparative data on costs, we were unable to explore criticisms that the

expenditure requirement encourages unsound spending decisions.
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V1. STATE DISCRETIONARY SERVICES
FOR LARGE-SCALE LAYOFFS

While the previous chapter discussed formula-funded operations and general activities
applicable to all components of the DWP, here we turn our attention specifically to state
discretionary activities and services. State discretionary activities refer to the services provided by
or initiated at the state level and paid for through federal or state discretionary funds. These
activities include state administration of the DWP, technical assistance, program coordination and
information dissemination, among others. Among the discretionary activities most crucial to the
success of the DWP is the response to large-scale closings and substantial layoffs. These activities
include the early warning system established to identify closings and layoffs, the process of
contacting employers and employees, ongoing communications with grantees and affected workers,
establishing committees involving both labor and management to oversee services, and selecting and

approving grantees to oversee dislocation event projects.

The basic set of initial services provided to workers at or near the time of layoff is commonly
referred to as “rapid response.” Such services are frequently delivered at the site of the layoff and
in a group setting. The major feature of rapid response services is typically an orientation to
available services, including unemployment insurance and employment and training programs. As
implied by its name, rapid response is intended to occur shortly after notice of an impending layoff,

and 1s intended to reduce the time between layoff and the receipt of services.

The MDES Dislocated Worker Unit (DWU) maintains direct control of the rapid response
process from identification of layoffs to approval of the dislocation event services grant, a funding
category designated for large-scale, plant-specific layoffs. Federal EDWAA legislation places
responsibility for rapid response activities squarely on the state’s shoulders, and Minnesota statute
further prohibits the state from passing-along responsibility for rapid response to other

organizations.'

'"20CFR630(b), and Minnesota Statutes 1996: 268.9771
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Minnesota’s process for establishing discretionary projects stands apart from those of other
states in several regards, most notably in its emphases on worker input and grantee competition.
Worker input in the process is provided through an employee-management committee (EMC), which
is established shortly after an initial contact by DWU staff. Federal legislation encourages states to
develop labor-management committees at layoff employers, and EMCs are Minnesota’s version of
these bodies. Among the primary responsibilities of EMCs is to select organization to provide
workers with Dislocated Worker Program (DWP) services and oversee the provision of services
throughout the project. This selection typically occurs as a competitive process, which was
developed in response to state law allowing a variety of eligible organizations to submit proposals

for services,” and open to a range of grantees.

Although the EDWAA legislation encourages worker input during rapid response activities,
in no other state have we encountered a selection process similar to Minnesota’s. More commonly,
service providers are designated on the basis of geographic area. When a layoff occurs in a particular
area, the designated grantee for that area becomes the provider of services. Not surprisingly,
Minnesota’s use of a competitive process for selecting service providers at mass layoffs is the chief
source of controversy within the DWP. No other topic elicited more concern from policy makers,

administrators, grantees and service providers during our evaluation.

This chapter examines discretionary activities in Minnesota, with particular emphasis on the
competitive process. We begin in Section 1 by addressing the location of responsibilities for
discretionary event services. In Section 2 we examine concerns with the current discretionary
process and assess its success in meeting underlying goals. In Section 3 we investigate whether the
selection process is truly competitive, and whether it increases worker choice and overall program

quality. We conclude in Section 5.

“Minnesota Statues, 1996:268.9682.
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1. RESPONSIBILITIES FOR DISCRETIONARY ACTIVITIES

The EDWAA legislation places official responsibility for rapid response and other
discretionary activities with governors, but these services are delivered in a great many ways by
states. In some states, as in Minnesota, rapid response services are delivered by state staff. In some
cases these staff are dedicated to rapid response, but in others they participate in rapid response as
one of several EDWAA-related duties, which may also include monitoring or technical assistance.
Many states also contract out rapid response services. In some cases contracts provide for state-wide
rapid response services, in others rapid response contracts apply to a single substate area or a set of
several. Where states contract out rapid response, substate areas frequently become the chief
providers of these services, but labor organizations have also become rapid response contractors in

a number of states.

Research conducted in the early 1990s examined these various arrangements for providing
rapid response but identified none which was clearly superior.’ The chief features of well-developed
rapid response services—early identification of layoffs, strategies to obtain cooperation from
employers and workers, efforts to link rapid response to early recruitment into services—were not
correlated with one arrangement or another. Only two factors were significantly associated with
effective rapid response services: the most significant was the active participation of affected
workers through a labor-management committee; also significant was the experience of staff in the
responding agency, be it the state DWU, substate area staff, or another organization contracted by

the state to deliver rapid response services.

This research offers other relevant lessons for Minnesota. In several states where state staff
held chief responsibility for rapid response services, problems arose in the delivery of these services
at peak times. During periods of recession, when large-scale layoffs became more frequent, state
staff had difficulty responding to all of the dislocations that came to their attention. Arranging and
staffing rapid response sessions is a labor intensive activity, and state staff were sometimes

unprepared for the sharp rise in demand. These problems were sometimes exacerbated by hiring

*Dickinson et al. (1992, 1993a, 1993b).
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freezes and tight budgets, which typically coincided with the increased demand for rapid response
services. When new state rapid response staff could be hired, substate areas expressed frustration

with their lack of experience.

Locating the responsibility for rapid response at the substate level would not necessarily
prevent these types of problems. During recessions, substate areas also face increased demands on
their staff, and hiring freezes may extend beyond the state level. Involving substate areas in rapid
response, however, increases the available pool of staff who can meet with employers and workers.
It may be prudent, however, for MDES to develop plans for responding to increased demand, in the
event of recession. Additional state staff could be trained in rapid response activities and designated
as overflow staff, to take on these responsibilities during periods of increased demand. With proper
training and periodic refreshers, MDES might substantially increase its rapid response capacity,
while minimizing the budgetary impact. Such preparations could become very valuable during a

new recession, when the demand for rapid response services could rise again.

2. MINNESOTA’S SYSTEM FOR RESPONDING TO LARGE-SCALE LAYOFFS

Discretionary event services encompass a range of activities performed by state and local
staff to help workers affected by mass layoffs, including rapid response. Figure VI-1 illustrates
dislocation event process. In the context of Minnesota’s Dislocated Worker Program, dislocation
event services involve coordinating resources and mobilizing discretionary funds to assist workers
as soon as they are notified of an impending layoff. Whenever discretionary funds are employed to
help workers, an employee-management committee is established and authorized grantees and

providers compete to serve affected workers.

For nearly every mass layoff in Minnesota, MDES staff provide rapid response services,
typically with minimal assistance from local DWP grantees. State staff conduct these activities
without local assistance, largely as a result of the competitive selection process. MDES declines
local assistance, even when an organization has a longstanding relationship with the layoff employer,
to maintain an even playing field in the subsequent grant competition. Because of this, the influence

of state staff in the rapid response process is substantial, as we discuss further below.
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Figure VI-1
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In rural areas, MDES sometimes designates substate grantees to provide assistance directly
to workers from mass layoffs, foregoing a grant competition. This may occur when no other grantee
expresses a desire to provide such services. Discretionary funding to serve workers from a specific
layoff is often foregone as well in these circumstances, and substate grantees instead serve workers

with existing funds.

a. IDENTIFICATION OF DISLOCATION

Identifying layoffs early is crucial to effective rapid response, yet this is a very formidable
task. Formal mechanisms exist for reporting layoffs, but they miss many smaller layoffs and are
frequently unreliable. The Worker Assistance and Retraining Notification Act (WARN) encourages
employers to notify states of impending layoffs under two sets of circumstances: (1) when the layoff
affects at least 33 percent of employees and at least 50 employees or (2) when the layoff affects 500
employees. Minnesota law requires employers to give notice of layoffs affecting 50 or more full-
time workers within any 30-day period.* These requirements do not affect smaller layoffs or large
layoffs occurring over longer periods of time. In addition, many employers recognize that the laws

are difficult to enforce and ignore them completely.

The formal mechanisms for identifying layoffs are therefore incomplete, and overcoming the
resulting information gap requires substantial coordination among several state agencies and substate
grantees. Increases in Reemployment Insurance (RI) claims and applications for DWP services, in
particular, are useful indicators of layoffs. Media announcements also provide the DWU with its
first notice of layoffs in some instances. Our interviews with a range of individuals suggested that
a great deal of information on layoffs was shared across agencies and organizations at the state and
local levels. We heard of numerous instances where the DWU had become aware of a layoff despite

the employer’s failure to provide notice.

This system is not perfect, however. One employer we contacted had not been aware of

federal or state requirements and neglected to provide advance notice of a layoff. Although the local

“Minnesota Statutes 1996: 268.976 and 268.9771
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Employment Service contacted DWU when it noticed a rise in RI claims, most affected workers had
already been laid off by that time. DWU had difficulty contacting laid off workers and subsequent
group meetings were poorly attended. During a second layoff this same employer reported giving

notice to the local Employment Service office, but never heard back from local or state officials.

b. EMPLOYER CONTACT

Obtaining the cooperation of employers is a critical step in providing rapid response services.
An uncooperative employer can make it much more difficult to identify and meet with affected
workers and develop plans to provide services. The DWU has chief responsibility for contacting
employers, and seeks to do so within 48 hours of notification of a layoff. Discussions with state and
grantee staff indicated that employers are typically contacted very shortly after the state learns about
a layoff. There are opportunities for delay, however, when local providers hear about layoffs first
and must report them to the state. There is little administrative documentation to track the timeliness
of the initial contact by the DWU, but discussions with state and grantee staff suggest that contact

is quick once a layoff has been identified.

The purpose of the initial contact is to confirm that a layoff will occur and begin making
arrangements for an on-site meeting. DWU staff attempt to schedule a subsequent meeting on-site
with employers and worker representatives to provide information about the layoff process, the
Dislocated Worker Program, and other services available to workers. With information gained from
these meetings, DWU staff select the best option for providing subsequent services. Workers may
be served by substate grantees with existing funds, or a new grant may be provided for services to
this specific group of workers. If a new grant is determined to be the best option, DWU staff
coordinate the creation of an employee-management committee and manage the competition among

grantees, as discussed further below.

C. INITIAL EMPLOYER/EMPLOYEE MEETING

The first rapid response activity for employees occurs in a group setting facilitated by DWU

staff. Results of this meeting are used by the DWU to determine whether or not a discretionary grant
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is needed. Major subjects of this meeting include an orientation to DWP services, how to apply for
RI benefits, the process for selecting a service provider, and establishment of an employee-
management committee. DWU staff also administer a brief survey to collect information on the
interests and characteristics of affected workers. Data from these surveys are subsequently used by

grantees in developing proposals to provide workers with services.

d. EMPLOYEE MEETINGS AND ESTABLISHMENT OF EMCS

The initial impetus for creating employee-management committees came from the EDWAA
legislation, which recognized the value of labor-management cooperation in responses to layoffs.
Cooperative models had been a hallmark of successful responses to dislocations in other countries,
particularly Canada, and EDWAA sought to encourage similar cooperation in the U.S. The positive
effects of cooperation in the U.S. have been confirmed by subsequent research on the EDWAA
program. Labor management committees (LMC), the term by which these groups are known outside
of Minnesota, have been identified as highly effective means for promoting cooperation between

employers and workers during layoffs.

As provided for in the EDWAA legislation, the role of the LMC is develop a strategy for
providing employment and training services to affected workers. In Minnesota, EMCs retain this
overall responsibility, but their chief activity is the selection of a service provider. Our interviews
with EMC members and others suggested that EMCs have little purpose after a service provider is
selected, and rarely meet thereafter. While the EDWAA legislation encourages the broad
involvement of LMCs in planning and overseeing services, Minnesota’s EMCs appear to play a

much narrower role.

As their name suggests, LMCs are intended to include representatives of both management
and labor, and the EDWAA legislation defines LMCs as groups with shared and equal participation
by workers and management. In some Minnesota companies, management involvement has been
limited, and sometimes management representatives have chosen not to participate at all. Given the
circumscribed role of EMCs, the limited participation of management in some instances does not

appear to harm the process. We see no reason why company representatives must be involved in the
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selection of service providers for laid off workers. In some cases EMC members reported that
management representatives were relieved to be free of EMC duties. This informal diminishment
of management’s role is striking, nonetheless, given the strong emphasis in the EDWAA legislation

on parity between labor and management.

e. GRANTEE SELECTION

Grantees are selected by the EMC through a competitive selection process. The goal is to
complete this process within 14 days from layoff notification, to facilitate early intervention. DWU
staff coordinate the selection process, educating EMCs about the Dislocated Worker Program and

facilitating communication between EMCs and competing grantees.

All substate areas and independent grantees receive weekly notice of layoffs that come to the
attention of the DWU, and are invited to compete to provide services to workers from specific
layoffs through a Request for Information (RFI). RFIs provide limited information about the layoff
and affected workers, much of it collected through a survey of workers. Grantees who wish to
compete may submit a standardized eight-page response detailing their experience, basic service
plans, knowledge of the labor market for workers sharing similar characteristics, and relevant

strengths.

The pressures of time and the need to maintain a level playing field for all competitors
compel the DWU to follow explicit protocols in managing these competitions. The eight-page limit
is strictly enforced, and additional communication between prospective grantees and EMCs are
generally discouraged. In addition, to limit the influence of DWU staff on the selection of grantees,
they are specifically enjoined from providing EMCs with “any additional information other than
what is contained in the RFL.”® The EMC may request clarifying information of those who submit
proposals, and in some cases may tour facilities, but the latter practice is particularly discouraged by
the DWU because of the short time frame. EMC members are encouraged instead to use their best

judgement and select a service provider on the basis of RFI responses.

*Minnesota Administrative Manual for JTPA Programs, Part 11, Section 13.9
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Respondents systemwide, particularly those affiliated with substate areas, expressed major

concerns about the competitive process. Four key issues elicited particular concern:

. The competition added substantial delays in getting services to individuals;

. Conflicts of interest were held by rapid response team members in the DWU, and introduced
the opportunity for biased selection of service providers;

. The management of the selection process failed to insure fair competition; and finally,

. Time constraints, limited information, and the stress of dislocation impaired workers’

abilities to select appropriate providers.

The presence of major concerns with the competitive process might be expected, especially from the
perspective of substate areas. These organizations were once the default service providers for mass
layoffs in their regions. With the introduction of competition they are no longer the presumed
providers of services. We found much merit in their criticisms of the competitive process, however,

and detail these four major concerns below.

(i) TIMELINESS OF SELECTION PROCESS

The state’s task in rapid response is formidable. Within 14 days of learning about a layoff,
the DWU must establish contact with the employer, organize an EMC, inform workers about their
options and the selection process, collect data on worker characteristics and interests, distribute the
request for information, and facilitate the selection of a service provider. The 14-day goal is
challenging, but helpful for motivating quick responses. Available data suggests, however, that the
state often has difficulty meeting this benchmark. DWU records for competitions initiated during
Program Years 1994 and 1995 indicated that the median time between first contact and grantee
selection was 27 days, and that in nearly half of the cases, grantee selection took over one month.°
It is difficult to identify the cause for delays in each case, making interpretation of this information

problematic. The DWU may respond more quickly to a layoff that is already occurring, yet have

These data were restricted to 46 cases for which dates of first contact and grantee selection were available.
We excluded several cases where the number of days between these two points exceeded 100, assuming in these
cases that MDES had made first contact with employers many months before the actual layoff.
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more time to prepare when a layoff is announced far enough in advance of the event. Other
circumstances, such as uncooperative employers or learning about layoffs after the fact, likely

influenced the time it took the DWU to respond to layoffs during this period.

It is arguable whether the timeliness of the service provider selection process warrants
substantial criticism. Although the DWU apparently had difficulty fulfilling its goal of selecting
service providers within 14 days, we were impressed with its speed nonetheless. The core of this
issue is whether the competitive process adds more time than would be required for rapid response
without competition. Rapid response must occur whether or not a service provider is selected
competitively: meetings must be held with employers and workers, and the establishment of an EMC
may still be worthwhile. We expect that little time would be saved solely by eliminating the

competition. Indeed, the introduction of competition may have sped up the rapid response process.

Competition has motivated DWU staff to increase their efficiency, in part to forestall the
criticisms of substate areas. In some states these responsibilities are delegated to substate areas, or
to private organizations. Itis possible that rapid response would occur more quickly if substate areas
managed such activities, but there is certainly no guarantee of this. In other states, substate areas
with substantial experience responding to dislocation have conducted rapid response effectively.
Delegating rapid response activities to inexperienced substate areas, however, could introduce

additional, unanticipated problems, reducing the effectiveness of early intervention.

(ii) POTENTIAL FOR BIASED SELECTION

The role of DWU staff in getting information to EMCs is crucial. They provide direct
information to EMCs about program services and grantees, and guide the EMC through the entire
selection process. Several staff within the DWU share these duties. Two of these staff persons are
actually employees of outside organizations, however, and every substate area respondent we
contacted raised concerns that their involvement in rapid response could introduce bias into the

selection process.
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The two DWU staffin question share identical duties with state employees within MDES and
work with them side by side, but are actually employed by organized labor (AFL-CIO) and business
(Employer’s Association).” The intent of this arrangement is to help the DWU gain acceptance by
employers and workers who would otherwise see state staff as intruding outsiders. Unfortunately,
we have no means for determining whether this arrangement fulfills its intent. State staff are
convinced that the labor and business liaisons improve access to employers and workers, but we

found no data to support or refute this claim.

We found strong evidence, however, that grantees perceived a conflict of interest in these
arrangements. The Employer’s Association operated a program that competed for Dislocation Event
Services Grants (Career Management Services or CMS) and was represented on the Governor’s
Workforce Development Council. Given that one of the DWU’s rapid response team members was
employed by the Employer’s Association, respondents, including substate area staff, independent
grantees and other system representatives were greatly troubled by the possibility that this individual
could influence the outcomes of the selection process, and identified this staff member’s presence
in the DWU as a clear conflict of interest. Also, in what can only be described as ‘guilt by
association,” some substate area staff also perceived a potential conflict of interest in having a labor-
affiliated DWU staff member (in this case AFL-CIO), even though that union had no affiliated
organization competing to deliver services (the UAW and Teamster’s Service Bureau, however,

competed for services).

To examine whether this apparent conflict biased the selection process, we reviewed data on
service provider selection during Program Years 1994 and 1995. Data were available for too few
cases to allow conclusive answers, and our findings were ambiguous. As shown in Figure VI-2, the
presence of a rapid response staff person affiliated with labor was associated with a greater

likelihood that a labor organization would be selected to provide services. The presence of a

’Career Management Services, Inc. (CMS), a subsidiary of the Employers Association, no
longer operates as a grantee to MDES. MDES terminated all CMS grants effective April 1997 in
response to allegations of fraudulent activities and an investigation by the Federal Bureau of
Investigation.
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business representative, however, was associated with a decreased likelihood that a business

organization would be selected.

This analysis is complicated further by the means used to assign rapid response staff to
particular dislocations. Rapid response team members are assigned to layoffs based on their
familiarity with a given location, employer, industry or labor force. Rapid response staff affiliated
with labor, for example, may be more likely than other staff to be assigned to a dislocation involving
organized labor. This would lead a casual observer to incorrectly conclude that bias existed, when
there is a more simple explanation -- that affected union workers were already predisposed to select

a labor-affiliated grantee.

Figure VI-2

Service Provider Selection by MDES Staff Affiliation
Program Years 1994-1995

Affiliation of MDES representative
Type of grantee Business Labor Government Total
selected count count count count
Business 1 0 4 5
Labor 2 4 4 10
Government 8 9 16 33
Other 3 0 2 5
Total 14 13 26 53

Note: Business representatives and grantees were limited to the Employers’ Association. The
labor representative was employed by the AFL-CIO, and labor grantees included the UAW, and
Teamsters’ Service Bureau. Government representatives were state staff, and government
grantees included the Job Service and all substate areas. Other grantees included Jewish
Vocational Services, HIRED, and the Employment Action Center.

Source: MDES rapid response data.

We also questioned EMC members and employers on their perception of bias in the service
provider selection process, and found no evidence that this occurred. Grantee representatives,
however, recounted numerous instances where they strongly believed decisions were biased.
Examples of bias could be as minor as a rapid response staff person leaving a business card with the
name of their labor or business employer, or as great as outright encouragement of EMC members

to select their own organization. These anecdotal accounts, many of them second-hand, are not
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