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Introduction

This White-Paper is designed to support Governor Gray Davis who is required by state law to
prepare a comprehensive State Environmental Goals and Policy Report (EGPR). The EGPR is
projected to be released in early 2004 and must contain:

» A long-range (20-30 year) overview of state growth and development.

» A statement of approved state goals and objectives, including those directed to land use,
population growth and distribution, development, conservation of natural resources,
transportation, and air and water quality.

» A description of new and revised state policies, programs, and other actions of the
executive and legislative branches that are required to implement the approved goals.

The goals included in the EGPR must be consistent with the three state planning priorities
established under AB 857 (Wiggins, 2002), which are intended to promote equity, strengthen the
economy, protect the environment, and promote public health and safety in the state, including
urban, suburban, and rural communities. These priorities are to:

» Promote infill development and equity by rehabilitating, maintaining, and improving
existing infrastructure that supports infill development and reuse of previously
developed, underutilized land that is served by essential services, particularly in
underserved areas.

» Protect environmental and agricultural resources by protecting, preserving, and
enhancing the state's most valuable natural resources, including working landscapes such
as farm, range, and forest lands, natural lands such as wetlands, watersheds, wildlife
habitats, and other wildlands, recreation lands such as parks, trails, greenbelts, and other
open space.

» Encourage efficient development patterns by ensuring that any infrastructure associated
with development other than infill supports new development that uses land efficiently; is
built adjacent to existing developed areas to the extent consistent with the other two
priorities; is located in an area appropriately planned for growth; is served by adequate
transportation and other essential utilities and services; and minimizes ongoing costs to
taxpayers.

These three planning priorities shape the EGPR's theme, which can be generalized as the "3-E's"
of economy, environment, and equity. California's workforce development system profoundly
impacts the 3-E's and, accordingly, should be reflected in the EGPR. This White Paper is
intended to provide the necessary research and background information to facilitate the
development of a workforce development element in the EGPR.

Accordingly, the EGPR influenced the issues discussed and their presentation in this paper. The
next section of this paper explains California's definition of workforce development. The third
section explain how workforce development figures into the 3-E's. Before concluding, this paper
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provides a brief reflection on the evolution, challenges and future direction of California's
workforce development system.
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California's Workforce Development System Defined

In California, "workforce development" is commonly defined as efforts by private and public
sector entities that educate, employ, and train the state's workforce and that are linked to
economic development. "Workforce development" is a term often used interchangeably with
"workforce investment" and "workforce preparation".! California's first workforce development
efforts began with the onset of employment security efforts in the early 20" Century. Today, the
$4.6 billion workforce development system is comprised of 34 job-training programs
administered by 14 different State entities.” These components help prepare individuals to enter
the workforce, as well as provide incumbent workers with the necessary skills for ongoing career

development.

Table 1 on the next lists the 34 programs that collectively comprise California's workforce
development system:
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California's Workforce Development System Defined’

(Table 1)
Department Program General Fund Other Funds (In
(In Thousands) Thousands)
Core Employment Services and
Economic Development
Employment Development Mainstream Job Service $1,182 $104,180
Employment Training Panel Training and Economic Development Program $0 $76,033
Industrial Relations Apprenticeship Training $0 $3,136
Community Colleges Apprenticeship Training $12,729 $0
Education Apprenticeship Program $15,852 $0
Employment Services for Special
Populations
Aging Senior Community Service Employment $2,024 $7,605
Community Services and Community Services $1,000 $53,382
Development
Employment Development Special Veterans Services $0 $19,541
Employment Development Trade Adjustment Act and North American Free $0 $12,030
Trade Agreement Training Programs
Employment Development Workforce Investment Act $0 $611,314
Employment Development Wagner Peyser Grant Special Projects $0 $8,922
Employment Development Federal Welfare-to-Work Grant $0 $58,392
Employment Development Faith-Based Initiative $4,000 $0
Social Services Food Stamp Employment and Training $0 $41,052
Social Services CalWORKSs Employment Services $200,385 $1,083,826
Social Services Refugee Assistance Services $0 $19,733
Conservation Corps Training and Work Program $53,504 $30,322
Youth Authority Job Placement Services $674 $0
Corrections Preventing Parolee Crime (Job Training $0 $7,613
Component)
Rehabilitation One-Stop Center Vocational Rehabilitation $167,355 $297,534
Services
Transportation Maintenance Program Youth Job Skills Program $0 $2,532
Transportation On-the-Job Supportive Services $0 $1,331
Vocational and Adult Education
Community Colleges Post-Secondary Vocational Education $374,874 $0
Community Colleges Economic Development Program $40,187 $0
Community Colleges Partnership for Excellence (Vocational $43,871 $0
Component)
Education Secondary Vocational Education $660,755 $0
Education Adult Education (Vocational Component) $59,296 $7,411
Education Agriculture Vocational Education $4,232 $0
Education Partnership Academies $23,050 $0
Education Regional Occupational Programs and Centers $375,679 $0
Education Workforce Investment Act Match - Vocational $7,022 $0
Education
Education Perkins Vocational Training and Education Act $0 $130,445
Secretary of Education School to Career $2,000 $0
Total $2,049,671 $2,576,334
Grand Total = $4,626,005
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The 14 entities listed in the table can be generally classified into one of the following categories:
public educational entities, employment and training agencies, and worker protection and social
service programs. However, the state's workforce development entities often work with others
outside of the system to enhance their service delivery. These outside entities provide invaluable
assistance to the state's workforce development system. They typically include organized labor
groups, in-house business and industry training, private post-secondary institutions, and
community-based and nonprofit organizations.
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How does Workforce Development Figure into Economy, Environment, and Equity

A population's standard of living is measured by its ability to efficiently utilize human, capital,
and natural resources. The following section focuses on the human resources aspect of this
equation. Specifically, this section describes the importance of workforce development to
California's "3-Es" of economy, environment, and equity.

Economy

California’s workforce development system provides the resources needed to develop and
maintain a well-trained workforce. Business leaders cite that a skilled workforce is critical for
strengthening business development and expanding economic growth in a highly competitive
and changing global market. The state's workforce development system helps ensure that
California employers have employees with the knowledge, skills, and abilities to support changes
in existing industries and the growth of emerging industries. The system also helps maximize
the workforce's ability to reinvest wages in California's economy.

The state's diverse and cutting-edge industry base results from a synergistic relationship between
a high concentration of innovators and a well-developed workforce that collectively work to
advance technologies in traditional and emerging industries. California is a "Mecca" for
entrepreneurs with fresh and new ideas.* The state's ability to capitalize on its concentrated and
diverse population of innovative people and to sustain a cutting-edge reputation in all of its
industries is largely attributed to a well-developed workforce with the knowledge, skills, and
abilities needed for implementing the innovative and cutting edge ideas born in our "Mecca".
This is why California's industry base includes a spectrum of both traditional sectors’ and
emerging sectors’. This successful synergistic relationship between innovators and workforce in
California drives the fifth largest economy in the world.” Together, the state's 2.55 million
businesses® and 17.6 million-strong workforce’ generate an output of goods and services that
exceeds $1.3 trillion.'

A properly developed workforce is important to California's economy not only for sustaining
numerous innovative and cutting-edge industries, but also for invigorating economic activity
through the reinvestment of wages. The workforce reinvests its payroll into California's
economy by purchasing goods and services within the state. For California, the effects are
significant. In 2001, private businesses in California with one or more employees, or 1.0 million
businesses, paid 12.7 million workers a total of $518.9 billion in payroll.'" Higher-skilled
workers are usually paid more and, as a result, are of greater benefit to the State's economy.
Therefore, the state promotes its economy by providing workforce development that helps the
unemployed obtain paying jobs and helps the employed gain higher paid skill sets.

Environment

The EGPR and, as a result, this paper define “the environment” as not only the natural
environment, such as water and air quality, but the commercial and social environment as well.
California continues to lead the nation in environmental protection efforts. For example, the
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state recently established a statewide Renewables Portfolio Standard of 20% by 2017.'* The
standard is by far the strongest in America. Another example is the Pavley Bill."> Signed by the
Governor on July 22, 2002, this bill requires the California Air Resources Board (ARB) to
develop and adopt regulations for achieving the maximum feasible and cost-effective reduction
of greenhouse gas emissions emitted by passenger vehicles in the state.'* These and other
environmental policies, standards, requirements, and legislative mandates necessitate additional
workforce development. Similarly, the California environment supports the state's workforce
development efforts. In short, this sub-section illustrates that California's environment and its
workforce development are interrelated.

One reason why California's environment is dependent on workforce development is that the
latter is needed to successfully implement almost all of California's environmental protection
efforts. Most environmental legislation sets forth standards and requirements that must be
achieved, such as lower greenhouse gas emissions or higher fuel efficiencies in motor vehicles.
Individual businesses are typically responsible for implementing the work practices that will
comply with the environmental standards. The businesses do this through their workforce,
which involves modifying existing and/or teaching new skill sets.

For example, achieving air emission standards can require the training of commercial and private
automobile mechanics to properly install and maintain the latest air quality technologies. This is
denoted by Smog Check II, which is an enhanced version of the state's vehicle-emissions
inspection program and applies to the areas of California with the dirtiest air.'”” Implementing
the program requires a new dynamometer test that more accurately measures emissions by
duplicating some driving conditions and an additional test to make sure the evaporative system is
operating properly.'® Therefore, having a properly trained workforce can often be a deciding
factor in the successful implementation of the state's cutting-edge environmental standards.

Another way that workforce development is important to California's environment is through the
development of industries which serve to protect the state's environment. As discussed in the
previous paragraph, most environmental legislation sets forth standards and requirements that
must be achieved within the state. Achieving these standards and requirements creates a demand
for new technologies which stimulates new industries. In fact, the United States Department of
Energy estimates that federal and state mandates for energy standards and regulations account
for 80 percent of advanced technology sales.'” The world market for environmental technology
is estimated to be more than $400 billion a year.18 Before these sales can materialize, however,
workers must acquire new knowledge, skills, and abilities in order to transform the inventor's
idea into a profitable reality. California does this. Overall, more than 200,000 Californians are
employed in environmental technology industries.'’ The state leads the nation in wind energy
capacity, utility scale solar energy plants, geothermal power, and other alternative energy
sources.”’ Thus, environmental regulations and mandates designed to maintain and enhance
California's quality of life depend on a continuously developing workforce to sustain the
developing industries.

As the protection and enhancement of California's environment is dependent on workforce
development, workforce development is also dependent on the state's environment. For
example, California's environment stimulates job creation outside of the environmental
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technology industries. As discussed more in the next paragraph, the state's natural environment
is vast and beautiful. This natural environment supports and stimulates the state's commercial
environment, which includes four major metropolitan cities,” five major league baseball teams,”
three professional football teams,* four pro basketball teams,** three national Hockey League
teams,”> and world-renowned theme parks.”® As a result of both its natural and commercial
environment, California is the primary tourist destination in the United States.”” This
significantly impacts workforce development. California's tourism industry must have enough
sufficiently developed workers to stay viable and maintain its status as the state's third largest
employer by supporting more than 1.0 million jobs.”

Another example of how the state's environment is important to workforce development includes
creating a desirable place for its workforce to live. California is known as the Golden State.

This nickname denotes more than the Gold Rush that helped give birth to the state, for it also
symbolizes the state's environment. Some of California's world-renowned natural attractions
include Yosemite National Park, Mojave Desert, Big Sur, the Sierra foothills, the beautiful and
unique coastlines of both Northern and Southern California, and the famous 17-mile drive. The
spectrum of natural environments all in one state, augmented by great weather, attracts people.
In fact, California is the state where Americans would most like to live.” Therefore, protecting
California's environment and quality of life will help to retain the state's current residents and to
attract new residents, many of whom will join the state's workforce. Similarly, the state's
environment helps attract and retain entrepreneurs and business owners. Attracting and retaining
a broader employment base helps ensure an adequate supply of employees and employers.

In short, a sufficiently developed workforce is important to California's ability to implement
leading environmental efforts and to sustain strong environmental and tourism industries. The
state's natural environment also helps attract and retain workers.

Equity

Ensuring equity for both workers and employers is of great importance to, and strongly
supported by, the state’s workforce development system. For workers, this means equality in
access to employment opportunities, promotional opportunities, job training and placement
services, job retention-related efforts, wages, and benefits. It also includes worker protection
programs that ensure safe, and healthy work environments. For employers, this means equality
in access to a skilled workforce, employee training programs, and other business services. It also
means being treated equally by the state's legal and regulatory enforcement efforts. Several
examples help illustrate this.

First, workforce development helps improve equity by attracting high-paying jobs. States have
two basic choices in deciding what type of economic development strategy to pursue, and both
profoundly impact their workforce development efforts. Choice one is to promote industries that
pursue profitability by driving down wages, exploiting the environment, and operating in an
inefficient and unsafe manner.”® Choice two is to promote industries that invest in workers and
value their contribution to business success, emphasize environmentally sustainable practices,
and strive to operate in the most efficient, least wasteful fashion.”! "Choice two" type employers
tend to need and to locate in areas with highly skilled workforces. A concentration of "choice
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two" employers creates competition for employees. The competition encourages these
employers, who already tend to offer higher wages than "choice one" employers, to provide even
more competitive compensation in terms of salary and benefits. Therefore, supporting workforce
development as a part of an economic development strategy will encourage employers that
traditionally provide higher wages to locate in the state, instead of attracting their counterparts
who rely on employees with low skill sets.

Workforce development also helps move residents into the workforce and moves existing
workers into higher paying jobs. In California, an estimated 846,000 families, or 10.6% of the
state's families, live in poverty status.”> Workforce development can minimize this number by
helping the unemployed obtain jobs and by preparing the workforce to earn higher wages. For
example, California created the Employment Training Panel (ETP) in 1982 primarily to help
people achieve higher paid skill sets.” Another population targeted for ETP funding is workers
who are receiving Unemployment Insurance Benefits at the time of hire or have exhausted their
benefits within the previous 24-month period.** Since its inception, ETP has paid over $762
million in training funds, trained over 417,000 California workers, and served 41,400 California
businesses.”

The state's workforce development system can also help people with limited educational
achievement to obtain sustainable and rewarding employment. At a minimum, most of the
state's higher paying jobs require an Associates Degree.”® However, 63 percent of Californians
age 25 years and older have not obtained an Associate Degree or higher.”” California's
workforce development system helps bridge the education and earning correlation for those with
lower educational attainment by teaching in-demand skill sets needed required by higher paying
jobs.

Finally, a properly developed workforce is important to equity by helping move Californians into
jobs that offer employment benefits. Examples of employer-provided benefits include health
care, retirement packages, and other benefits.”® Such benefits are offered by a considerable
number of California employers. Fifty-three percent, or 18,169,130, Californians receive their
health insurance via programs offered by their employers.”” Based on national trends, a
significant number of California workers are provided some type of retirement benefit. Forty-
eight percent of the nation's private industry employers offer full and part-time employees some
form of retirement benefit.** Ninety-eight percent of the nation's state and local governments
offer full-time employees some form of retirement benefit.*' Many employer-provided benefits
help workers to stay healthy, to maintain income during periods of employment absences, and to
reduce out-of-pocket expenses by leveraging purchase power and utilizing economies of scale.
All of these elements directly impact equity by helping employees earn enough purchasing
power to stay above poverty status. However, these benefits are typically associated with jobs
demanding higher than basic skill sets. Therefore, the state's workforce development system
helps address equity by assisting workers in obtaining the needed skill sets to qualify for jobs
that typically provide benefits.
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Convergence of Workforce Development and the 3-E's

Up to now, this White Paper's format may appear to suggest that the benefits of workforce
development to each of the 3-E's are distinct and separate. However, workforce development's
influences on the 3-E's are fluid, inter-connected, and often evident in almost every state
sponsored workforce development effort. Governor Gray Davis is implementing two current
workforce development initiatives that illustrate this. They are:

» The TechForce Initiative® - targets approximately $10 million in ETP funds to help
satisfy California's need for Information Technology (IT) workers. There will be
more than 125,000 openings for mid-level IT positions in California during the next
eight years. This program will train incumbent workers for a variety of entry-level
and advanced IT occupations or skills, such as personal computer technicians,
language programming, and UNIX system management. On average, such positions
pay $25.75 per hour.*

» The Nurse Workforce Initiative™ - this California Initiative places workers in well-
paying jobs and simultaneously eases the state's nursing shortage by establishing the
nation's first nurse-to-patient ratios and by allocating almost $60 million into training,
recruitment, and retention efforts for approximately 5,000 licensed nursing jobs.*’
Recent nurse graduates in California typically earn between $24 and $30 per hour and
are being offered signing bonuses of up to $10,000.*® Nurse practitioners usually
earn over $70,000 per year.*’

Each initiative impacts all 3-E's:

» Economy: These initiatives support industry needs, which currently include select
Information Technology workers and nursing professionals. They also support the
economy by helping people obtain higher-wage jobs, which will enable them to increase
their reinvestment potential in the California economy via the purchasing of goods and
services.

» Environment: For example, the two initiatives target workers that are required by state
and federal mandates to use energy-saving technologies and waste disposal procedures.
Complying with the mandates requires workforce training. The initiatives also increase
the number of workers in each industry, which will also increase the supply of
technologies needed for them to fulfil their environmental related obligations. This
demand helps stimulate the supplying industries.

» Equity: These initiatives attract higher-paying jobs and facilitate access to these jobs. In
addition, these higher paying jobs are typically associated with employer-provided
benefits, such as health insurance and retirement packages.
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A Brief Reflection on the Evolution, Challenges, and Future Direction of California's
Workforce Development System

As already noted, California's current $4.6 billion workforce development system is a patchwork
of 34 job-training programs administered by 14 different State entities.”® The programs that
these partners provide are highly fragmented.

Fragmentation is only a problem if it creates undesirable outcomes. Meeting the workforce
needs of employers requires, at a minimum, a system that is easy for both individuals and
businesses to navigate and that provide in-demand training and move-up opportunities to
workers. Governor Davis, however, correctly notes that the state's workforce development
system is fragmented to a degree that creates duplication, resource inefficiency, and difficulty for
the public and employers to understand and access.*’

In order to understand how the state's workforce development system should be modified to
address this fragmentation, a basic foundation of the system's evolution and current challenges is
helpful. This section of the White Paper first discusses the evolution and challenges of the
system, and then it presents the future direction of California's workforce development system.

Evolution

The fragmentation in the state's workforce development system resulted from the way in which
this patchwork-system evolved. This section discusses this and summarizes recent state and
federal efforts to resolve the issues caused by fragmentation.

The basic source of the fragmentation is two-fold. First, workforce development was not
designed or developed as a system, but rather as a loose network of individual programs that
provide either specialized services not available through other programs or mainstream services
to special populations not otherwise served. Second, most of the state's workforce development
programs are created and controlled by federal mandates. Both of these sources of fragmentation
are exemplified by the federal acts that established the key programs in the state's workforce
development system.

After the stock market crash of 1929, President Roosevelt signed the Wagner-Peyser Act of
1933. This Act's focus was the more than 12 million people who found themselves out of work,
and it allocated significant resources to the unemployed.” The Act also required California to
establish and administer a state employment office to provide labor exchange services. These
offices were a joint federal-state partnership in that federal monies were given to the state that is
responsible for implementing the law within its jurisdiction. Accordingly, the state created the
California Department of Employment, now the California Employment Development
Department (EDD), in 1936 to administer the program and to satisfy the federal requirements
emanating from the act.

Similarly, the Social Security Act is another major component of today's state's workforce
development system. Also known as the Economic Stabilization Act, it established the
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Unemployment Insurance (UI) program. The program offered, for the first time, an economic
line of defense against the effects of unemployment — assisting not only the individual but also
the local community by keeping some purchasing power in the hands of the unemployed so that
further layoffs would not occur by virtue of absent consumption.”’ This program is also a joint
federal-state partnership in which federal funds are provided to EDD for administering the
program.

In the 1960's, California's workforce development system began to provide training and
supportive services for another select group: the socially, educationally, and economically
disadvantaged. New employment and training programs were created to help Californians enter
and stay in the workforce.”> These programs resulted from the Manpower Development and
Training Act (MDTA) of 1962 and the Work Incentive Program (WIN). The legislative intent of
the MDTA was to train and retrain thousands of workers unemployed because of automation and
technological change.” The MTDA instigated training and supportive services in the state's
workforce development system. The WIN was an Aid to Families with Dependent Children
(AFDC) program designed to give certain welfare recipients training and to have them enter the
workforce. It was launched in 1967.

Several subsequent acts by Congress replaced previous acts and expanded the provision of
employment raining and supportive services. In order, they are the Comprehensive Employment
Training Act (CETA) of 1973, the Job Training Partnership Act (JTPA) of 1982, and the
Workforce Investment Act (WIA) of 1998. WIA is the current federal law, and it offers a
comprehensive range of workforce development activities through statewide and local
organizations. >*

Today's workforce development system began as efforts to establish employment security
programs. The state's system was expanded over time to also include employment training and
support services. Today, there are 14 partners in California's workforce development system
working to provide these services.

Challenges for the State's Workforce Development System

California's workforce continues to be a source of pride for the state. California employees are a
third more productive than their national counterparts, and this is a primary reason why
Californian businesses are more productive than businesses elsewhere in the nation.”> This is
one of many positive testaments regarding the state's workforce development system. However,
even with its success, several challenges face the State's workforce development system. These
challenges result from the system's fragmentation. The current undesirable outcomes of
fragmentation are duplication, resource inefficiency, and difficulty for the public and employers
to understand and to access.”® The challenges in addressing the fragmentation producing the
undesirable outcomes are discussed in this sub-section.

One challenge is duplication and competition among California's workforce development
partners. The state and federal governments fund their workforce priorities through individual
partners and programs. Partners and programs sometimes provide the same or similar
populations with the same or similar services. However, these partners and programs have
individual and distinct missions, expenditure requirements, administrative structures,
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accountability systems, and often serve special populations and perform special or unique
functions. As a result, the partners have very little communication with one another. This
encourages fragmentation that results in duplication.

Another challenge is WIA requirements that mandate partners to contribute services and funding
to the workforce development system. Meaningful partnership and resource sharing are essential
to minimizing fragmentation, and adequate funding must be provided to partner programs in
order for that to occur. Unfortunately, federal funding, which is the primary source of funding in
the state's workforce development system, has been consistently reduced in recent years. As a
result, partner programs do not have enough funds to serve all of their customers and to support
their own infrastructures, much less to contribute more to the workforce development system.
The three WIA programs of Adult, Dislocated Worker, and Youth are, for instance, mandated
partners in the system and the federal funding provided to California by the Act was reduced by
$175 million since the WIA's implementation in July of 2000.”

Moreover, the State's budget shortfall is not only resulting in reduced funding for California's
General Fund programs, but also prevents the replacement of lost federal funding.

Consequently, the very measures that can be taken to reduce fragmentation and duplication
within the workforce development system become much more difficult to implement because the
partner programs do not have the resources to do so.

Added to the funding challenge is the diversity of governance through which the funding flows.
California's governmental organizational structure is among the most efficient in the nation.”®
Partly due to the State’s size, California uses a complex structure of agencies, departments,
boards, commissions, special districts, and local governments to service its population of over
33.9 million people.” While efficient when viewed in its entirety, this decentralized delegation
of authority supports fragmentation between workforce development programs. The challenges
this presents are exacerbated by local control, most notably by the WIA established One-Stop
systems. WIA created Local Workforce Investment Areas that operate individual One-Stop
systems. A separate, unique, and, most importantly, autonomous Local Workforce Investment
Board governs each system. In all there are 50 boards that govern 444 One-Stops throughout
California. This example is not criticizing the organizational structure. It simply notes that the
separate, unique, and autonomous boards adds to the State's challenges in coordinating
workforce development programs into a real system that will better serve the State’s citizens and
businesses.

Recent Reform Efforts

California's workforce development system performs well in its current form.” As the previous
section notes, however, there is room for improvement by targeting the affects of fragmentation,
which include duplication, resource inefficiency, and access and understanding difficulties.
Recently, both the federal government and Governor Davis have taken measures to resolve the
issues emanating from fragmentation.

The federal government, a major contributing source of the fragmentation, launched its first
major reform effort in the early 1980’s by enacting the JTPA. The JPTA was designed to reduce
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the impacts of fragmentation by establishing stronger networks between workforce development
partners. For example, the act formally established a system of publicly funded training
programs that were locally based and directly linked to the state-run employment security
programs. The JTPA also included links to other programs outside its system, such as a state’s
workforce education programs. During the last few years of the JTPA, the federal Department of
Labor (DOL) moved to identify and to define the parameters of this “system” with the
employment security and job training programs at its core. In doing so, it emphasized direct and
stronger links to other public and private programs that offered similar or related services.

The principal organizing vehicle that the DOL used for defining this “system” was the
implementation of state One-Stop delivery systems. The One-Stops are required to link a variety
of partner programs from other systems, including education, health, and welfare. With the
advent of WIA, which replaced the JTPA, the federal government finally mandated the
workforce development system of programs that operates today through a locally developed and
maintained One-Stop service delivery system. This “system building” in the WIA relies
primarily on partnership, coordination, resource sharing, and shared strategic planning.

In 1999, Governor Davis established the California Workforce Investment Board (CalWIB) via
Executive Order to assist the state in implementing WIA. The Board's primary objective is to
advise and assist in planning, coordinating, and implementing the provisions of California's
workforce development programs and services as they relate to WIA.®' All members of the
Board are appointed by the Governor and represent the many facets of workforce development,
as well as business, labor, public education, higher education, economic development, youth
activities, employment, training, and the Legislature.®®

Governor Davis, not satistfied with progress made by federal efforts, acknowledges that the
state's workforce development system remains fragmented to a degree where duplication,
resource inefficiency, and access and understanding difficulties remain. As a result, Governor
Davis launched a workforce development reform initiative in his 2001 Budget Summary.

The centerpiece of the Governor's initiative was the establishment of a State Labor and
Workforce Development Agency to oversee the critical worker protection, employment security,
and workforce training programs. It was formed by consolidating two state departments, three
state boards, and one training panel under one agency. With this new agency, California, for the
first time, has both the labor and business communities represented and served by a cabinet-level
Secretary that is solely dedicated to helping meet the State’s workforce needs. Both the labor
and business communities have expressed the need and support for a labor agency with the time
and resources to effectively coordinate and administer major workforce development programs.®’

Another aspect of the Governor's initiative includes a measure to guide public policy through the
use of discretionary WIA funding. Fifteen percent of the federal funds allocated to California by
WIA are given to the Governor as discretionary funds. WIA limits how the discretionary funds
can be utilized. Overcoming these limits, the Governor continues to use these funds for fighting
negative aspects of fragmentation in the workforce development system. He is reshaping public
policy through the establishment of broad, industry-based initiatives that benefit both workers
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and employers. Worker benefits include training for and placement in higher-skill, higher-wage
jobs, while employer benefits include a reduction in workforce shortages.

The Governor's workforce development initiatives also serve to improve the negative impacts of
fragmentation by building partnerships. The initiative requires the formation of partnerships
among the state's workforce development entities at both the state and local levels. It also
provides badly needed resources to strengthen the partnerships that are at the foundation of the
workforce development system.

Five examples of programs that resulted from the Governor's workforce development initiative
are:

» The Caregiver Training Initiative, launched with $25 million to recruit and train health care
workers.

» The Techforce initiative, launched with approximately $10 million to help satisfy California's
need for Information Technology (IT) workers.

» The Nurse Workforce Initiative, launched with $60 million to help address the critical
shortage of trained nurses in California.

» A series of grants to local governments launched with $14 million to provide employment
and training services for unemployed high-tech and dot-com workers; and

» Veterans programs launched with $24 million to increase employment and training
opportunities.

A Foundation for Future Reform Efforts

Recent reform efforts targeting the negative consequences of fragmentation in the state's
workforce development system are proving successful. Moreover, the efforts can be viewed as
the beginning of a larger effort to ensure that California's workforce development system can
satisfy future demands. As California’s global economy continues to grow and as its traditional
and emerging industries become more coordinated, a cost-effective and results-oriented
workforce development system is needed.®* This subsection identifies a framework that will
enable the state's workforce development system to adapt to the changing employment trends
and, as a result, to meet the needs of workers and employers in a coordinated, cost-effective, and
results-oriented manner.

The goal of the framework provided at the end of this subsection is to assure that California's
workforce development system will provide the types of training that reflects present and future
demands by the state's traditional and emerging industries. A majority of Californians are
employed in traditional occupations,” yet most of California's occupations with the fastest
growth are in the emerging industries.®® The changes reflect the way today's businesses operate
to remain competitive, which influences employer expectations for their workforces. These
expectations are:

» that employees are no longer expected to spend a lifetime of employment with a single
employer and will change careers 3 to 5 times due to fluid economic conditions.’
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» that transforming the work place into a "high performance" environment requires
employees to assume a greater variety of tasks and to possess higher skill sets.®®

» that rapid technology advances require employees to keep pace by constantly maintaining
and updating their knowledge, skills, and abilities throughout the course of their
employment.”’

» that competency in computers and other rapidly changing technologies will increasingly
become a prerequisite for more of the workforce.”

The following recommendations provide a framework for future state efforts to modify
California's workforce development system to meet future demands’":

1. Improve awareness of, and access to, employment and training programs for
unemployed workers, workers seeking skill upgrades, and employers.

2. Improve the workforce development system's focus on providing skill upgrade
training for the already employed, especially on the "working poor". Most of the
state's workforce is already employed, and more system focus should be placed on
helping people maintain employable skill sets, achieving higher paying jobs, and
increasing their standard of living.

3. Create more job training partnerships between the state's workforce development
partners, the state's education system partners, and private sector entities. Many
of the Governor's efforts to establish such programs are proving highly successful.

4. Improve the collection and application of employment data needed for developing
comprehensive labor and workforce development policies and strategies.

5. Improve the workforce development system's coordination and collaboration with
the state's education system, including K-12, Community Colleges, State
Colleges, University of California System, vocational education programs, and
apprenticeships, to establish new and stronger relationships for improving
coordination, resource sharing, and common strategic planning.

6. Collaborate with the state's education system to improve the connection between
educational curriculum and industrial demands.

7. Better link job training to labor market and industry demands and to growth
opportunities.

8. Standardize terminology among the workforce development entities with an
emphasis on private sector jargon to help facilitate coordination between the
partners and to make the programs more user-friendly by workers and employers.

9. Increase Coordination between State and federal job training programs that help
new and incumbent workers.

10. Improve coordination between the California Workforce Investment Board and
the local workforce investment boards.

11. Assist small businesses that do not have the time and/or resources to adequately
access the state's workforce development system.
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12. Develop programs that help guide youth from school to job training and to career
development programs and/or to gainful employment.

13. Fund what works. This involves increasing accountability indicators and
emphasizing funding on programs with proven success for: strengthening
coordination between the state's workforce development partners, improving
access to programs, creating employment opportunities, training people to acquire
in-demand skill sets, and enabling workers to earn higher paying wages.

14. Provide funding preferences to workforce development programs that promote
coordination and collaboration between partners.

15. Encourage workforce development programs to reflect the needs of larger
regional markets rather than the needs of a single small community.

16. Consider workforce development aspects when developing land use,
transportation, and housing policies. The cost of land, commute times, and poor
land use planning can discourage business operations in an area, especially high-
value added jobs that can usually locate anywhere in the world.

17. Block grant all existing job-training funds, to the extent permitted by federal law,
to consolidate the focus of resources to the various workforce development needs.

18. Enhance the State’s Labor Law enforcement efforts that protect workers and
employers who abide by the State’s labor laws. Enhanced enforcement efforts
will benefit the State’s legitimate employers by eliminating unfair competition
when illegal businesses operate in an underground economy.
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Conclusion

Workforce development is an issue of sustainability as California attempts to meet the economic,
environmental, and equity challenges of the future. The workforce development system must
evolve to meet the demands of California's changing economy and to provide workers with
higher wages and learning opportunities that support a strong social fabric. The
recommendations in the preceding subsection create a framework for reform efforts targeting the
negative consequences of fragmentation in the state's workforce development system. This
framework will build upon recent efforts by Governor Davis and the federal government.
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