INVESTING IN OUR MOST
CRITICAL ASSET—THE
AMERICAN WORKER

By: Linda McMahon

America requires a multifaceted talent development ecosystem that meets the needs of
young adults entering the workforce for the first time, those poorly served by the education
system, and mid-career adults in need of reskilling or retraining. Success in any of these
endeavors requires close coordination and cooperation between program providers and
employers. Moreover, it requires the availability of economic opportunity and a willingness
of employers to hire. The Trump Administration sought to expand economic opportunity
and pathways to family-sustaining jobs through a combination of economic growth,
employer engagement, and the elimination of structural barriers. Thus far, the Biden
Administration’s strategy has focused on public spending that lacks a clear plan for helping
Americans return to work and, in some cases, actively discourages it. To build a more
prosperous and inclusive economic future, it is critical that all levels of government
collaborate with job creators to improve how public resources are used to benefit American
workers.

Increased access to Career and Technical Education (CTE) would provide more Americans
opportunities to develop workplace-relevant skills before graduating high school. Students
and job seekers of all ages need access to the full spectrum of policy-enabled, work-based
learning opportunities, including simulated work environments, direct experience
(subsidized if necessary), on-the-job training, and expanded apprenticeship opportunities.
State governments should explore opportunities to better partner with employers to assist
workers otherwise at risk of losing their jobs in reskilling to prevent job loss in the first place.
Successful collaboration with employers is essential for effective layoff aversion efforts, as
employers have a direct lens into identifying which jobs are at risk and what jobs are needed
in the near term. American educators and education providers must recognize the value of
formal and informal skill development and create a system that allows individuals to
showcase what they can do regardless of where they learned how to do it. An effective
workforce development initiative will require the continued commitment of the employer
community to partner with program providers and, as with their participation in the Trump
Administration’'s Pledge to America's Workers, to promote awareness of the employment
and training opportunities available to students and job seekers.

The ultimate goal of a successful modern education and workforce development system is

to support students and jobseekers in securing family-sustaining employment, and
policymakers must be keenly aware of how state and federal policy affects the labor market.
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This success will not be met with the Biden Administration and congressional Democrats
implementing policies that discourage the return to work, such as a long extension of
unemployment benefits in the American Rescue Plan Act (ARPA) that pay many people
more to remain unemployed than to work (Ganong, 2020). The long-term negative effects
of unemployment on workers and society are severe. Unemployment can negatively affect
a worker's lifetime earnings, degrade their mental and physical health, and increase
mortality. The adverse effects of joblessness are more severe for the long-term unemployed
(Cooper, 2013) (von Wachter, 2020). For these reasons, the work disincentives in the ARPA
and their possible link to the dramatic underperformance of the labor market over the past
several months are particularly troubling.

The Biden Administration’s proposed Build Back Better Agenda—centered on the American
Jobs Plan and the American Families plan, with elements of both incorporated into
Congress’ bipartisan infrastructure framework and reconciliation package—wiill likely further
impact worker prospects if passed into law. Although promoted by the administration as an
infrastructure plan, only a small amount of the money goes to items traditionally thought of
as infrastructure, such as roads and bridges, and the plan would also dramatically shift the
landscape of work in the United States (CREB, 2021) (Penn Wharton, 2021). Most notably, it
would strengthen the hands of unions by overriding state right-to-work laws along with the
will of voters who support such worker freedom protections (Boehm, 2021), with the likely
practical effect being higher construction costs (Burke & Tuerck, 2019), and reduced
economic growth (Holmes, 1998). To its credit, the American Jobs Plan recognizes the
importance of apprenticeships and job training programs (The White House, 2021). Still, it
takes a more regulatory-driven rather than industry-driven approach (Howard, 2021), putting
greater power in the hands of bureaucrats instead of the private sector. Moreover, the
disappointing job growth during the spring of 2021 threatens to undermine the potency of
these efforts, as any apprenticeship or job training program is only effective if coupled with
a labor market with robust job opportunities and a workforce qualified and incentivized to
fill those opportunities. The Trump Administration proved an effective method to bring more
workers off the sidelines and into the workforce—leveraging the private sector to own much
of this investment as they know their needs and workforce best. The Tax Foundation found
that under the Biden Administration’s American Jobs Plan, U.S. gross domestic product
(GDP) will decrease by 0.5 percent over time, leading to 101,000 fewer jobs in this country
(Durante et al., 2021). Many elements of the American Jobs Plan are likely to be included in
the bipartisan infrastructure framework and the reconciliation package. Workforce
development initiatives cannot be divorced from economic policy; poor economic
fundamentals and misguided labor policy create structural barriers to employment that
increases in spending cannot solve.

PROGRESS MADE IN WORKFORCE DEVELOPMENT

The term “demand-driven” has long been in vogue with both workforce development policy
experts and practitioners. Unfortunately, job creation and program development
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considerations are often divorced from policies designed to deliver economic growth.
Investment in education and workforce development activities without economic expansion
rearranges the economic deck chairs without substantively increasing economic
opportunity. The Trump Administration adopted a deliberate strategy of prioritizing
economic growth to increase labor market demand. Improved employment opportunities
and increased wages followed economic expansion supported by tax reform and
deregulation.

Economic Growth

Passed in November 2017, the Tax Cuts and Jobs Act (TCJA) undertook decades-overdue
reforms of the U.S. tax system to promote and reduce barriers to economic growth. A
cornerstone of TCJA was lowering the statutory federal corporate tax rate from 35 percent to
21 percent. Inclusive of state taxes, the U.S. rate fell from 38.92 percent—much higher than
the pre-2017 Organisation for Economic Co-operation and Development (OECD) average of
24.38 percent—down to 25.77 percent (OECD,.n.d.). The bonus depreciation provision in TCJA
further encouraged domestic investment by allowing companies immediately to expense
short-lived capital expenditures, thereby leveling the tax treatment of business expenses
(York & Muresianu, 2018). Such encouragement of greater business investment from these
substantive reforms also promoted more robust domestic job creation.

The Trump Administration paired comprehensive tax reform with regulatory reform, as laid
out in Executive Order 13771, Reducing Regulation and Controlling Regulatory Costs. This
emphasis on regulatory reform recognized that poorly targeted and overly restrictive
regulations have a substantial distortionary effect on the national economy that can rival or
at times exceed that of wasteful spending; moreover, their economic effects and often
regressive nature are overlooked by the general public (Mulligan & Philipson, 2000). The
Mercatus Center has estimated that the growth in regulations between 1980 and 2012
reduced U.S. GDP growth by 0.8 percentage points annually, which means the economy
would have been 25 percent larger in 2012 without this regulatory encroachment (Coffey et
al., 2016). By contrast, in 2019, the Council of Economic Advisers projected that the Trump
Administration’s regulatory approach would increase U.S. GDP by 1.0-2.2 percent over a
decade (2019, p.2).

Before the COVID-19 pandemic, this blend of policies designed to support economic growth
succeeded in increasing labor market demand across all demographics with economic
growth creating 5 million more jobs than had been predicted by the Congressional Budget
Office in August 2016 (The Council of Economic Advisers, b, p.4). The prime-age
Employment-to-Population Ratio (E-POP) improved to 80.5 percent in January 2020, a
height briefly surpassed only at the peak of the late-1990s Dot Com bubble (U.S. Bureau of
Labor Statistics a). The unemployment rate hit a low of 3.5 percent in February 2020—the
lowest in half a century and accompanied by record lows for African Americans, Hispanic
Americans, Asian Americans, Native Americans, individuals with disabilities, and Americans
without a high school diploma (The White House, 2021). Finally, wage and income growth
accelerated, with average hourly earningsincreasing at an annualized nominal rate in excess
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of 3.0 percent between July 2018 and December 2019 and median household income rising
by $4,400 in 2019 alone—the largest single-year jump on record (The Council of Economic
Advisers, 2021). Moreover, lower-income earners experiencing faster wage growth than
higher-income earners decreasing racial wage, income, and wealth inequality (The Council
of Economic Advisers, 2021).

Private Sector Leadership and On-The-5ob Learning

Paired with efforts to improve the underlying economy, the Trump Administration’s
workforce development philosophy placed a significant emphasis on encouraging the
private sector and on building partnerships between public and private actors. Recognizing
the importance of non-federal actors in developing a healthy and robust workforce
development ecosystem, the Trump Administration solicited input from a wide range of
stakeholders beginning in 2017 with the formation of the Task Force on Apprenticeship
Expansion and continuing with the subsequent formation in 2019 of the American
Workforce Policy Advisory Board. Both included representatives from the employer
community, organized labor, program providers, and elected state leaders. A persistent and
reoccurring challenge in developing an effective talent development ecosystem s
minimizing the divergence between education and training and the skills, knowledge, or
competencies valued in the labor market. Employer-provided education and training
eliminates any divergence, and effective employer-educator partnerships minimize
disparities. Outside of a la carte training initiatives, the program design of third-party
education or training providers must be regularly updated to reflect standards and practices
in all industries and to align to future labor market demand signals.

This emphasis on employer-led education and training was a key component of both the
Trump Administration’'s Pledge to America’'s Workers and the creation of the Industry
Recognized Apprenticeship Program (IRAP). Encouraged by the Trump Administration,
more than 460 companies and trade associations committed to providing employment,
training, and upskilling opportunities to more than 16 million American students and
workers (The White House, 2021). These public commitments provided an important labor
market signal to job seekers and program providers. Although employers represent both
producers and consumers of talent, employer capacity for providing education or training
activities varies. Consequently, the Trump Administration supported workforce
development and education opportunities to complement employers and fill in any
necessary gaps.

The Registered Apprenticeship program, created in 1937, is the most formalized federal on-
the-job training program. To be recognized by the Department of Labor (DOL), a program
must satisfy 23 specific program requirements, including adherence to an approved
curriculum (U.S. Department of Labor, 2020). It is crucial, however, to distinguish between
apprenticeships as a pedagogical approach to on-the-job skill development involving the
mastery of theory and practice and apprenticeships as a systemic approach to formalizing
the division of labor. Akin to modern occupational licensing regimes, the apprenticeship
system allowed some existing practitioners to discourage competition by limiting who could
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practice a given occupation.! While advocates of a command and control economy equate
apprenticeship with a formalized labor market relationship, research by Robert Lerman has
found that less than 20 percent of Americans who report participating in an apprenticeship
program are in a DOL-recognized Registered Apprenticeship program (2014, p.17). Based on
Mr. Lerman’s assessment of the (admittedly limited) data, the extrapolation of the number
of Americans self-reporting as participating in an apprenticeship program would represent
2.1 million apprentices (Lerman, 2017).

While policymakers should recognize that the Registered Apprenticeship program
represents only a subset of on-the-job, earn-and-learn opportunities, Registered
Apprenticeships are an essential component of America’s education and training ecosystem.
The Registered Apprenticeship program has remained popular in the building trades due to
the presence of organized labor and the distinct financial incentives that allow construction
companies working on federally funded projects to pay Registered Apprentices “helper”
wages less than the otherwise legally mandated “prevailing wage.” These occupations
account for all 17 of the most represented occupational classifications in the program,
comprising more than 66 percent of all Registered Apprentices in the states where DOL
administers the Registered Apprenticeship program (U.S. Department of Labor, 2020).
Throughout the Trump Administration, the number of Registered Apprentices increased by
more than 25 percent, reflecting the Administration's promotion of the workforce
development approach and the health of the construction industry through liberalization of
regulation and support for large projects like the Keystone XL pipeline (U.S. Department of
Labor, 2020). Despite promotion across multiple presidential administrations, however, the
program has failed to scale. The total number of Registered Apprentices may better reflect
the health of the construction industry than the commitment of employers to support on-
the-job training and the desire of Americans for such opportunities.

The Trump Administration supported the expansion of employer-led workforce
development outside the Registered Apprenticeship program through the reauthorization
of the Perkins Career and Technical Education Act (Perkins Act) and the creation of the IRAP
program. Perkins is the main source of federal funding for CTE, providing funding for high
schools, area technical schools, and community or technical colleges to support CTE at both
the secondary and postsecondary levels. While the use of funds is flexible, states report on
key performance indicators such as academic proficiency, employment outcomes, work-
based learning, credential attainment, or dual enrollment credit earned. The Perkins Act had
last been reauthorized in 2006, and efforts to modernize the legislation had stalled before
the Trump Administration began pushing for Senate action. The Trump Administration
championed the inclusion and state-level adoption of work-based learning performance
metrics to ensure the quality of instruction and provide high school students exposure to

L In his autobiography, Benjamin Franklin describes having to relocate from Boston to Philadelphia to find work after being
blacklisted by his master for leaving his service before completing the nine years of his legal indenture. However, according
to Daniel Jacoby, apprenticeships evolved from a tool of labor control by employers into a system dominated by unions
(Jacoby). Jack Barbash attributes union interest in apprenticeship to an effort to dictate wages through control over the labor
supply, an effort to reduce any potential reduction in the price of labor due to training, and an interest in social policy
(Barbash).
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on-the-job and experiential learning opportunities related to their field of study. The
provision of such learning opportunities requires school districts to develop and maintain
working relationships with employers, which has the knock-on effect of increasing the
likelihood CTE curricula and program design reflect professional, workplace-relevant
standards and practices and in-demand skills. Moreover, the recent modernization increased
the funding reserved for state-directed activities, of which 65 percent of states included a
self-identified emphasis on equity in their program design, and 69 percent of states are using
their state reserved leadership funding to reduce equity gaps (ADVANCE CTE, 2020).

The limited employer participation in the Registered Apprenticeship program indicates
concerns with governance or structure that increased federal spending is unlikely to
overcome. Not all employers, particularly small- and medium-sized employers, have the
organizational capacity to develop comprehensive or customized employee education and
training programs. Work-based learning and employer design of curricula was a vital
component of the IRAP program developed over three years by the Trump Administration.
The IRAP program encouraged and supported the development of sector-based
apprenticeship standards while relying on third-party accreditation (known as Standards
Recognition Entities or SREs) to ensure program quality and expand publicly available
performance data, including previously unknown data on employment and earnings
outcomes (U.S. Department of Labor, 2020). While programs must adhere to all state and
federal labor laws, SREs must ensure participating employers adhere to enhanced equal
employment opportunity standards and industry standards. Since the program'’s launch in
September 2020, DOL has recognized 27 SREs, including industry groups, state offices of
apprenticeship, workforce development boards, and community colleges. Ignoring the
popularity of the delivery model and opportunities it has created, the Biden Administration
has created regulatory uncertainty by publicly announcing the cessation of the program and
ending the recognition of SREs (The White House, 2021), showing its preference for greater
government regulation and older standardized apprenticeship models instead of a more
innovative, market-driven approach that relies on industry expertise about appropriate
training methods and skill progression. Despite the initial bold public announcement
regarding termination, the fate of the program remains unclear given the ambiguous
direction provided to DOL to “consider new rulemaking to reverse these programs
(Executive Order 14016)." This unnecessary increase in regulatory uncertainty is likely to
inhibit the ability of DOL to effectively collaborate with employers in the promotion of on-
the-job and work-based learning opportunities. With more jobs available than skilled
workers to fulfill them, reversing IRAPS and ending SREs could be another contributing
factor in discouraging American workers' ability to return to work and slow the country’s
economic recovery even more (Business Wire, 2021).

Structural Reform

The third priority of the Trump Administration was the elimination of structural barriers to
employment and economic opportunities. In conjunction with the American Workforce
Policy Advisory Board, the Trump Administration championed regulatory reforms and
changes in business practices to facilitate easier access to employment for students and job
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seekers. A key component of this was the promotion of occupational licensing reform; this
effort had bipartisan roots with the prior engagement on the issue by the Obama
Administration’s Council of Economic Advisers (The White House, 2015). The Trump
Administration promoted occupational licensing reform principles designed to roll back and
eliminate occupational licensing regulations that are more effective in protecting
practitioners from competition than consumers from harm. As occupational licenses often
limit economic and geographic mobility—with research attributing a 1.7 percent to 6.7
percent reduction in county-level mobility to the growth in state occupational licensing
restrictions over the past 60 years (Timmons et al., 2018)—the Trump Administration’s
Governor's Initiative of Regulatory Innovation promoted regulatory best practices similar to
those used in the consideration of federal regulations, including state-level consideration of
how occupational licensing regulations affect the general public, impose barriers to
employment on returning citizens and military spouses, and limit geographic mobility. This
initiative elevated state-level best practices, such as Arizona's review and elimination of
unnecessary licensing requirements and extension of universal reciprocity for all retained
licenses; the Trump Administration’s leadership on the issue helped facilitate state-level
licensing reform legislation passing in 19 states.

Since employee evaluation practices at work can impact workplace inclusivity, the Trump
Administration collaborated with leading employers to champion human resource practices
to increase opportunities for Americans whose skills or abilities had been overlooked. The
use of artificial intelligence or software to screen applicants promises to promote a more
meritorious hiring process; however, computers are only as clever or impartial as the humans
who code them. If job postings and job requirements are not well aligned or biased, these
practices may increase rather than reduce structural barriers to opportunity. This is
particularly true for Americans with practical knowledge or skills acquired on the job or
outside the classroom.

To address the challenge of skill verification, the Trump Administration convened leading
employers to promote the acceleration and discussion of shared governance of digital
Learning and Employments Records that allow students or workers to share digital
“artifacts” representing skills, competencies, or credentials in a secure and verifiable format
with prospective employers of their choice. Moreover, following the signing of Executive
Order 13932, Modernizing and Reforming the Assessment and Hiring of Federal Job
Candidates, the Trump Administration eliminated the use of academic degrees as a hiring
requirement for approximately 70 occupational classifications. This bold federal action
ensures that the hiring and assessment of applicants for 70,000 civil service positions
account for the skill, knowledge, and expertise required to fill the positions. In addition to
expanding access to employment opportunities for Americans who learned their skills
outside the classroom, the Trump Administration’s action brought federal hiring practicesin
line with long-neglected civil service law. This action created a more meritorious and
equitable civil service while modeling best practices for private sector employers. Finally, the
Trump Administration worked closely with the Ad Council, labor organizations, and
employers to promote public awareness of available employment opportunities and
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pathways to these jobs through the “Find Something New” ad campaign. To date, the
campaign’s website has had nearly 900,000 sessions initiated with high engagement on the
website. 2 The campaign website is designed to match students and jobseekers with
educational and employment opportunities while creating awareness of the value of
industry-recognized credentials.

THE CHALLENGE OF COVID-19 AND ECONOMIC RECOVERY

The economic effects of COVID-19 have created an unprecedented challenge to American
workers and employers. The disruption to the economy cannot be overstated; following a
series of lockdown orders designed to alleviate pressure on the health care system,
unemployment peaked in April 2020 at 14.8 percent (U.S. Bureau of Labor Statistics c). The
prime-age E-POP dropped to 69.6 percent; 52 percentage points below the lowest level
reached in the aftermath of the Great Recession and the lowest societal level since the
increase of women in the workforce (U.S. Bureau of Labor Statistics a). In response to the
pandemic-induced economic crisis, the Trump Administration provided targeted economic
relief paired with historic employment subsidies designed to mitigate the immediate
economic dislocation of the pandemic and lay the groundwork for a historically fast recovery.
This aid included an expansion of unemployment insurance, direct relief, and most
importantly for small business survival and labor market recovery, the Paycheck Protection
Program (PPP).

As a central pillar of the Coronavirus Aid, Relief, and Economic Security Act (CARES)—the
largest piece of economic relief legislation in history (The Council of Economic Advisers,
2021)—PPP represented a sweeping payroll subsidy program that supported 51 million jolbs
and was utilized by 80 percent of eligible small businesses (Faulkender & Miran, 2021). Small
businesses received forgivable loans to assist with short-term expenses and encourage
employee retention; initial program loan limits were tied directly to payroll expense, and
borrowers were eligible for loan forgiveness up to the amount spent on covered expenses.
Though not without its limitations, the program provided a critical safety net to the Nation’s
small businesses and their employees. Critically, it recognized the irreplaceable role of small
businesses in the labor market and that the shock to small businesses was unrelated to
decisions they had made or pre-existing economic vulnerability. Nearly three-quarters of
small businesses received PPP loans, and research indicates that the program may have
directly saved 19 million jobs (Treasury, p.2).

Fortunately, small business activity is in the midst of a robust recovery. According to a late
March 2021 Economic Innovation Group analysis of the Census’ experimental Small Business
Pulse Survey (launched in April 2020 to record the effects of the pandemic on small
businesses), the proportion of small businesses increasing hours and employees approached
the percentage reducing hours and employee’'s headcount for the first time since the

2 The Ad Council puts together a monthly performance wrap-up for the Find Something New ad campaign. The latest data is
included in this report.
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pandemic began (O'Dell, 2021). Moreover, the small business formation has been strong;
between March 2020 and May 2021, there have been 6,126,710 new businesses applying for
the Internal Revenue Service (IRS) Employer Identification Numbers, including 2,114,814
applicants classified as having a high propensity for turning into businesses with payroll (U.S.
Census Bureau, 2021). In addition, the economy has in just over a year recovered 70 percent
of the net job losses during the pandemic—something that took nearly 3 years in the record
slow Obama-Biden recovery following the 2007-09 financial crisis (U.S. Bureau of Labor and
Statistics, c).

Simultaneous with high rates of business closures and creation, the pandemic accelerated
a number of long-term trends in the labor market and the nature of work. E-commerce
proliferated as consumers transitioned away from brick and mortar. With technological and
demographic changes, the economic dislocations of the COVID-19 pandemic may
accelerate previously projected changes to the national occupational mixture; moreover, if
the increased prevalence of remote work persists, white-collar American workers may face
increased global competition akin to the dislocations experienced by the manufacturing
industry. Americans in the leisure and hospitality industry were the hardest hit with layoffs;
more than 46 percent of Americans employed in the leisure and hospitality industries in
March 2020 were laid off the following month, and as of March 2021, the industry employs 19
percent fewer people than in February 2020 (U.S. Bureau of Labor Statistics, 2021). The
McKinsey Global Institute recently reduced its forecasted number of Americans working in
the foodservice industry in 2030 by 4.3 million and projects that 28 percent of Americans
may need to transition occupations (Lund et al., 2021, p.14).

Significant structural and programmatic changes are required to ensure Americans of all
ages have access to the skills necessary to succeed in the modern economy. As noted earlier,
the Trump Administration recognized the need even before COVID-19 expedited the shift
towards remote work and greater use of technology, and potentially, automation. Going
forward, the solutions to this skKills crisis will require building upon the collaborative work
between the previous administration and the private sector that included broader
recognition of informal learning and skill developments, the elimination of artificial
distinctions between education and training, and close collaboration with employers at
every level of government.

By contrast, despite stated good intentions, the suite of Biden Administration policies
enacted and proposed to date appear stuck in an outdated mindset of relying on traditional,
government-driven training programs, greater regulation, and fiscal policies that discourage
rather than promote work. Indeed, based on the ARPA, the Biden Administration appears to
view the primary barrier to increased economic mobility and more effective talent
development to be largely resource-based and best solved through additional state or
federal spending. This approach fails to recognize the harmful effects of time spent out of
the workforce for older workers, to respond to the increased number of young adults
disconnected from education or work, nor advance systemic reforms to better position
federally-funded programs to help students and job seekers.
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With unified control of the Senate, House of Representatives, and the White House, the
budget reconciliation process was used to pass ARPA along party lines. While the bill
continued the PPP program, it reflected a lack of vision or creativity in assisting Americans
in returning to work. For example, the bill included supplemental funding for
unemployment benefits, but it failed to pair that with support for Reemployment Services
and Eligibility Assessment Grants (RESEA), which is specifically designed to support the
implementation of evidence-based reemployment activities for Americans most likely to
have their Unemployment Insurance (Ul) benefits expire—in practice, the Americans with
the greatest need.

Ul can provide important income support to Americans faced with job loss and is a critical
piece of our social safety net. However, while the availability of such income assistance allows
for increased selectivity in securing employment, the long-term effect of time out of the
workforce can be severe. The long-term unemployed have more difficulty finding work,
which leads to the atrophy of skills. The likelihood an individual who becomes unemployed
finds full-time employment diminishes over time, and more than half will no longer be in the
labor force if unemployed for 15 months or longer (Krueger et al., 2016). The negative effects
of unemployment are not confined to economic prospects; unemployed workers exhibit
degradation in their mental and physical health, an increase in chronic disease, and elevated
all-cause mortality (Paul & Moset, 2006) (Pharr et al., 2011) (Herbig et al., 2013) (Roelfs et al.,
2011). Unfortunately, these effects are more pronounced in the long-term unemployed
(Herbig et al., 2013) (Carcy & Vagero, 2012), and there is considerable evidence that the serial
extensions of unemployment insurance following the Great Recession contributed to the
slow recovery (Mitman & Rabinovich, 2020) (Hagedorn et al., 2016).

The negative economic consequences faced by workers who lose their job and spend
significant time out of the workforce extend to those receiving retraining assistance and
wrap-around supports. Evidence from the Trade Adjustment Assistance (TAA) program,
designed to provide extensive training and wrap-around services for workers who have lost
their employment due to the effects of trade and import competition, found that despite
these extensive supports, workers participating in the program and availing themselves to
education and training services had lower earnings than unemployment insurance
claimants without access to directly subsidized education and training services (Schochet et
al., 2011, p. 1-12). The evaluation of the TAA program largely attributed this phenomenon to
the proclivity of workers receiving unemployment benefits to return to work faster than
those availing themselves of TAA training activities.

The decision of the Biden Administration and congressional Democrats to focus spending
exclusively on extending increased unemployment insurance while neglecting RESEA is
baffling. Unlike with TAA, the RESEA program has been found to increase the future earnings
of program participants, reduce the likelihood a participant would exhaust their benefits,
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and reduce public expenditure through reductions in Ul benefits® Moreover, the ARPA
represented a missed opportunity to refocus the program on the truly needy and hard to
serve by eliminating a provision slipped into prior spending bills that dilute the program'’s
focus on Americans most likely to face difficulty returning to work.

Policies that prioritize programs over people were reflected in the ARPA's approach to
providing overly generous assistance to government entities and publicly funded and
financed institutions. State revenue data for 2020 remains incomplete; however, analysis by
the Tax Foundation estimated that contrary to early dire predictions, state revenue only
dropped by $1.7 billion—or approximately 0.02 percent—and that municipal revenue grew
(Walczak, 2021). Variations in state-level revenue largely reflect state-level preferences in
fiscal policy. However, the ARPA provided more than $325 billion for state and local
government regardless of on-the-ground revenue considerations or local fiscal capacity.*
The Biden Administration has yet to issue guidance regarding the allowed use of funds;
however, the broad language of the ARPA implies this may be used as a direct or indirect
subsidy for postsecondary education.® This funding is duplicative of the $164.6 billion
provided specifically for K12 and postsecondary education, constituting the largest and third-
largest state-level expenditures (Stauffer et al, 2019, p. 2)° Although the current
administration has adopted the position that the only constraint on the secondary training
system is a resource constraint, state and local leaders have the opportunity to advance
ambitious reforms better to serve students and job seekers.

A VISION FOR THE FUTURE

In building a more equitable and market-driven workforce development system,
policymakers must take into consideration how best to serve both young adults entering
the workforce and mid-career adults desiring to enhance their economic opportunities or
confronted by an imposed career change. A key aspect of better preparing young adults for
the workforce is broadening access to career-relevant work-based learning opportunities.
Moreover, based on changing demographics, it is critically important that all students,
particularly at-risk and vulnerable students, have access to these opportunities. The same
principle, connectivity to the workforce, is relevant for mid-career adults and opportunity
youth, who are young people between the ages of 16 to 24 years old that are disconnected
from school and work. Where possible, retraining or upskilling should occur on the job, and
time out of the workforce should be minimized. This will improve program completion and
minimize nonvalue added expenses and negative impacts to workers. Youth employment
has been in sharp decline since 2000; labor force participation for 16 to 19 year-olds dropped

% The RESEA program is modeled on the Nevada Reemployment Services Program found to have a direct causal effect on
earnings, employment, and the receipt of public benefits. (Manoli et al., 2016, p. 13-17)

# The American Rescue Plan provided $350 billion in funding for local governments; however, this included $24.5 billion for
tribal and territorial governments.

5> The ARP allowed uses of funds include “responding to the negative economic impacts, including assistance to households,
small business, and nonprofits.”

5 ARP provided $125 billion for elementary and postsecondary education and $39.6 billion for postsecondary education.
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more than 38 percent between January 2000 and February 2020 (U.S. Bureau of Labor and
Statistics, d). While some of this decline can be attributed to increased school attendance, a
significant percentage of this population is classified as “not in education employment or
training (Cannon et al., 2015). This trend holds true for summer jobs as well, with pre-
pandemic summer employment for secondary students registering at 24.1 percent for 16-
and 17-year olds and 46.2 percent for 18- and 19-year old’s compared to a combined peak of
58 percent in 1978 (Desilver, 2019). This long-term trend has consequences for labor force
preparation, with young adults failing to learn the foundational skills necessary to succeed
on the job before high school graduation. Summer jobs afford students the opportunity to
learn how to interact in a more professional setting, work collaboratively, respond to
professional criticism and adhere to workplace expectations; delaying these lessons
increases the personal cost of any lesson learned through failure on the job. Expanded access
to quality work-based learning experiences for young adults has the potential to address
these challenges.

Work-based learning can include both on-the-job, employer-provided instruction, and
simulated work environments. At the postsecondary level, such an approach has been found
to increase learner confidence, encourage reflection and curiosity, improve persistence,
graduation, and employment. At the same time, all students benefit; students from
underserved racial, ethnic, and socioeconomic backgrounds have notable gains (Rodriguez
et al., 2016, p. 4) (Lester & Costley, 2010, p. 567-568). These benefits are more consistent than
those of summer jobs programs which may have mixed evidence of promoting lasting
academic achievement but have failed consistently to generate evidence of positive future
effects on employment.” There is compelling evidence in support of work-based learning for
character development (or social and emotional learning) and academic performance prior
to consideration of the technical skill development and career exploration it can provide.
Fortunately, at the state level, 26 states® have committed to providing high school CTE
students the opportunity to participate in work-based learning opportunities. New
Hampshire is at the forefront nationwide in fostering private sector leadership and
collaboration with an integrated work-based learning program encompassing both
secondary and postsecondary education, offering students a range of options with
significant employment involvement in sector partnerships across five industry groups:
construction and infrastructure, healthcare, hospitality, advanced manufacturing, and
information technology.

" Recent assessments of youth summer employment programs in Boston or New York have found a positive correlation
between program participation and academic persistence (Leos-Urbel, 2014; Modestino and Paulsen, 2019. However, a
recent experiment in Chicago found that a positive correlation between a reduction in violent crime, there was no academic
effect; the Chicago study, in evaluating population subgroups, for potential positive employment effects for participants that
were younger, more female, more Hispanic, and from a geographic location with less unemployment (Davis and Heller,
2020).

8 The following 26 states have created policies for work-based learning through industry partnerships: Colorado, Florida,
Georgia, Hawaii, Indiana, lowa, Kentucky, Maryland, Massachusetts, Michigan, Missouri, Nevada, New Jersey, New York,
North Carolina, Oklahoma, Oregon, Pennsylvania, Rhode Island, South Dakota, Tennessee, Utah, Vermont, Virginia,
Washington, and Wisconsin.
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The increase in policymaker interest in CTE had raised concerns regarding equity. Concerns
about the disproportionate tracking (the division of students into differentiated academic
programs) of low-income and minority students into academically sub-par vocational
education programs encouraged the emphasis on academic assessments contained in the
2001 No Child Left Behind Act, an increase in academic rigor, and a rebranding of vocational
education as CTE (Ainsworth & Roscigno, 2004) (Arum &Yossi, 1995 ) (Oakes, 1983).
Fortunately, the academic quality of these programs has improved. According to an analysis
by ADVANCE CTE, the organization representing state CTE directors, the national graduation
rate for CTE concentrators is approximately 95 percent and roughly 10 percent higher than
the national average (2020). While this is positive for students with the opportunity to
participate in CTE programs, new research raises questions regarding which students have
access to CTE courses at the secondary level. According to research by the American
Enterprise Institute, the academic improvement of CTE program participants may be a
result of compositional changes to the students served; CTE programs may now be
comprised of increasingly academically inclined college-bound students (Malkus, 2019, p. 26-
27). Moreover, while there is no longer evidence of tracking students into CTE, there is
evidence of tracking within CTE (Giani, 2019, 14-20) (Butrymowicz et al., 2020). This is not a
uniquely American challenge. While many proponents of apprenticeships and career
education champion the German vocational education and training system (VET), the
increased academization of the VET system (with the increased interest in general education
gymnasiums and high performing students participating in both traditional apprenticeship
and degree-granting programs) has crowded out less academically successful young people
including migrants and refugees (Haasler, 2020). With the popularity and effectiveness of
CTE, state and federal leaders should ensure that every student, particularly low-income and
historically disadvantaged students, has access to a high-quality CTE program, a proposal
first put forward in the Trump Administration's 2021 Budget Request. Policymakers and the
business community should also consider ways to continue to elevate technical trade jobs
as avenues for rewarding, no-debt, family-sustaining careers. For decades, a college
education bias developed in our Nation and has ultimately served neither the American
worker nor employer well.

While work-based learning is critical to ensuring young adults entering the workforce have
the necessary foundational skills, the failure of older TAA program participants to out-earn
contemporaries who lose their job despite the provision of retraining assistance, counseling,
and wrap-around support services provides evidence of the crucial importance of
maintaining older worker connectivity to the workforce. With the nature and technological
requirements of work changing, Americans will need to reskill throughout their careers, and
policymakers and, most importantly, employers should align programming and training
with a focus on life-long learning. As a country, the U.S. subsidizes education and training for
college-bound students and provide social safety net programs to aid those who have lost
their job, but—and despite this being allowed use of funds local and Rapid Response funds
in the Workforce Innovation and Opportunity Act (WIOA)—there has not been a similar
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commitment to layoff aversion.® This represents a potential market failure warranting public
and private investment to support the retraining and cross-training of workers who would
otherwise be laid off. This is particularly true of older workers who might otherwise be
incentivized to seek disability or retire prematurely. While there is insufficient evidence of
effective practices to warrant a federal program, state and local governments may consider
experimentation with public-private partnerships to assist employers in repurposing,
retraining, and reassigning workers who would otherwise be laid off. DOL and private sector
organizations and associations should provide data and research on the evidence of such
practices to states that have or intended to adopt such efforts. As many states have
bifurcated their career and technical education or workforce development efforts from their
enforcement agency, a better understanding of dedicated state, local, and private sector
resources would be a useful national endeavor.

Recognizing layoffs are unavoidable, the talent development ecosystem must provide job
seekers needing to reskill fast and affordable on-ramps back to employment. While the
WIOA system can provide job seekers with valuable labor market information and career
counseling, it is poorly structured to fund or support large-scale retraining efforts; the
program’s three major funding streams (adult employment and training activities, youth
activities, and dislocated worker employment and training activities) received $2.845 billion
total in FY21 and, based on historical precedent, approximately 22 percent, or $63 million will
be spent on training activities.® Rather than lamenting the lack of WIOA funding spent on
training or believing the problem to be insufficient resources, policymakers should recognize
that community or technical colleges are the primary publicly-funded providers of short-
term training (whether for credit or not) and amend the Higher Education Act to better
support short-term programs, especially public-private partnerships with robust industry
participation. By facilitating a faster return to work, such programs would help alleviate
financial pressure on working families, and their accelerated nature increases the likelihood
of successful completion. Moreover, if federal student aid prioritized low-income students
and the institutions that serve them, it would increase educational and job opportunities for
underserved students.

The convoluted nature of student aid furthers confusion among policymakers and students;
the Federal Work-Study program is a subsidized employment program masquerading as a
student aid program, and reorienting this program to prioritize increasing the likelihood of

9 Layoff aversion is codified in regulation to mean the strategies and activities to prevent or minimize the duration of
unemployment resulting from layoffs. The economic incentive to invest in reskilling or retraining takes into consideration
future economic returns; consequently, for older workers, there is a diminished time horizon to recoup personal or
organizational investment.

In Fiscal Year 2020, excluding loan aid or grants to service members, the federal government provided $29.6 billion in
financial aid through the Pell Grant program and approximately $2 billion in financial aid through campus-based programs.
Before the pandemic, Congress provided states $2.4 billion for the administration of their Unemployment Insurance
programs, and employers were able to claim approximately $1.3 billion in Work Opportunity Tax Credits. In comparison,
WIOA Adult and Dislocated worker funding totaled $2.2 billion.

10 The 2015 WIA Adult and Dislocated Worker Programs Gold Standard Evaluation examined local expenditures during
program years 2011 and 2012 (McCutcheon and Mastri 2015).
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employment after graduation is consistent with the evidence that the majority of Americans
pursue postsecondary education for purposes of improving their employment prospects
(Strada Education Network & Gallup, 2018, p. 2). By reallocating resources from institutions
serving more affluent students and reducing the overly generous subsidies provided for on-
campus and nonprofit employment, more students would be provided the opportunity to
pair their academic course work with paid on-the-job learning. The program allows federal
funding to account for up to 90 percent of a student’s wages; this high subsidy rate reduces
the number of opportunities available to students and reduces the quality of the learning
opportunity. By minimizing the skin in the game for participating employers, there is less
incentive to ensure the student employment opportunity is aligned with productive
organizational activity, reducing the student learning experience quality.

Finally, states should reform their postsecondary education systems to more easily facilitate
the transfer of credit and recognition of prior learning. While academic institutions have a
financial incentive to force learners to complete coursework to demonstrate the mastery of
theory and practice which they already possess, such practices make it more difficult for
transfer students, frequently adult learners, or students who stopped out at a prior institution
to complete their program of study." Quite simply, requiring students to duplicate
coursework represents a particularly egregious form of rent-seeking and should not be
financed by taxpayers at any level of government. While the institutions that comprise the
Consortium for the Assessment of College Equivalence represent institutional leaders in
recognizing college-equivalent learning obtained outside a postsecondary institution,
several states have moved forward with more comprehensive systemic reforms.” For
example, Ohio has adopted a system-wide articulation and transfer policy, including
recognizing prior learning assessments that encompass technical training, apprenticeship
programs, professional training, and certificate programs.

In building stackable programs, the emphasis, naturally, is frequently on the originating
institution to secure recognition by subsequent institutions. These institutions, however,
have limited incentives to do so. The straightforward solution would be to prohibit the use
of Federal Student Aid to finance substantially similar coursework completed in good
standing; the use of the existing higher education accreditation system could be applied for
purposes of enforcing such a requirement. State-level governance forms represent an
alternative approach to accomplishing such a policy change. Institutional leadership,
however, is required to support the broader adoption of prior learning assessments to
determine whether potential or current students have sufficient mastery of theory and
practice to be awarded college credit.

11 Students who fail to complete their program of study but intend to return are considered to have “stopped out.” This
represents a significant subset of the 36 million students with some postsecondary education or training who failed to
complete their program (National Student Clearinghouse Research Center, 2019).

2 The Consortium for the Assessment of College Equivalence consists of the Community College of Vermont, Charter Oak
State College, Thomas Edison State University, SUNY Empire College, and Granite State College.

AMERICA FIRST POLICY INSTITUTE 15


https://go.stradaeducation.org/why-higher-ed
about:blank

CONCLUSION

Policymakers at both the state and federal level have the dual responsibility of helping
American workers dislocated by the pandemic return to work and building the workforce
development infrastructure, in close coordination with job creators that will support the
talent development necessary for the 2lst-century economy. Due to changing employer
needs and variance in the labor market, American workers will need to learn throughout
their careers. For Americans who do not learn these skills in conjunction with their
employment, we need an education and training system that facilitates that skill
developmentin a manner that helps displaced workers return to economic prosperity as fast
as possible. Close collaboration between program providers and employers ensures learners
and jobseekers acquire in-demand skills and facilitates a faster, more seamless entry into the
workforce. Moreover, these initiatives and efforts do not exist in a vacuum; strong economic
fundamentals increase labor market demand and incentivize employers to engage closely
with education and training providers and adopt human resources policies that benefit
workers.

Creating a holistic and responsive talent development ecosystem requires considering how
we prepare Americans for the workforce and facilitate lifelong learning. Based on the
research above, state and federal leaders could confidently consider policies which:

1. Ensure that all students have access to high-quality CTE, including work-based
learning opportunities.

2. Dedicate ARP funding to experiment with layoff aversion strategies, including
subsidized employment and on-the-job training.

3. Expand federal subsidies for postsecondary education that includes short-term
training.

4, Encourage the Federal Work-Study program to require all participating employers,
including schools and other nonprofits, to match the federal investment to provide
more Pell Grant recipients a high-quality on-the-job learning opportunity.

5. Improve the effectiveness of subsidized colleges and universities by expanding their
recognition of prior learning for academic credit through state government; the
federal government has an opportunity to avoid subsidizing duplicative learning
“necessitated” to overly restrictive transfer policies.

Such actions will establish a more effective framework for assisting Americans in developing
the skills necessary to succeed in the modern economy. While such systemic reforms wiill
take time to implement, state and local leaders, and private sector partners, should prioritize
efforts to restore the connection between vulnerable populations and the labor force—
particularly high school dropouts and the long-term unemployed. All public interventions
should rely on quantitative measures of employment and earnings outcomes while avoiding
the inclination toward mission creep or creaming that has undercut the effectiveness of
RESEA, WIOA at-risk youth, and Pell Grant programs.
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