EXECUTIVE SUMMARY

This report has been prepared as part of a contract awarded by the U.S. Department
of Labor (DOL) to conduct an Evauation of the Individua Training Account/Eligible
(ITA/ETP) Training Provider Demongration. This summary reflects the findings
reported in the Interim Report for the evauation; as such, it describes early progress
made by the demondiration grantees in establishing their ITA/ETP systems, based on Ste
vidts we made to each of them during the summer and fal of 2000.

B ACKGROUND

The Workforce Investment Act (WIA) of 1998 brought about substantia changes
in services provided to persons seeking employment and training assstance. An
important eement of WIA isthe requirement that training services be provided, with
certain limited exceptions, through individud training accounts (ITAS), which can be
thought of as a voucher that customers can use to pay for training of their choice, so long
asthe training program is on an gpproved list (the digible training provider list) and
meets minimum standards of performance. To hep customers make prudent training
choices, information about the eligible programs gpproved by the state (e.g., costs of the
training, its duration, and the employment and other outcomes achieved by prior cohorts
of trainees, among other things) is to be assembled in a consumer report system (CRS)
maintained by the state and distributed throughout the state's One-Stop system. The
establishment of ITAsisintended to empower customers, while promoting accountability
among states, local areas, and service providers in meeting customers needs.

In the summer of 1999, DOL issued a Solicitation for Grant Applications (SGA)
for the Individua Training Account/Eligible Training Provider ITA/ETP)
Demondration. This announcement emphasized that DOL was interested in identifying
“anationd group of vanguard sites’ who were committed to implementing ITAs and
edablishing an digible training provider ligt that was conggtent with WIA and “informed
by best practice and ingght from the fidd.” Chief gods of the demondration include
support for systemt-building e the state and local levels, rigorous testing of severa key
models or gpproaches to the establishment of an igible training provider process and
ITA payment system, identification of key components of effective ITA implementation,
and the development of alearning network for information sharing, both across
demondtration stes and to the larger employment and training system. Each grantee was



to receive an amount not in excess of $500,000, for agrant period that wasto last 18
months.

In March of 2000, DOL announced that it had selected thirteen granteesto
participate in the demongtration project. Six of these grantees are local workforce
invesment areas (LWIAS) that applied individudly or on behdf of neighboring loca
aress. The other seven grantees are states. Of these seven states, four are collaborating
with some subset of the state’ s LWIAS, while the other three states are developing
satewide systems and strategies.

The evauation of the ITA/ETP Demongration, being undertaken by Mathematica
Policy Research (MPR) and Socid Policy Research Associates (SPR), consists of a
process study that entails two rounds of multi-day Site viditsto each of the thirteen
grantees. Each ditevigt entailsinterviews at both the state and locd levels, regardless of
whether the grantee was itsdf agtate or locad area. The Interim Report for the evauation,
on which this summary is based, draws on the first round of Site visits, which occurred in
late summer and fal of 2000. Data collection will continue during the summer and fall
of 2001, when each grantee will be visted a second time. At that time, we expect that
service designs and ITA/ETP systems woud have matured subgtantialy.

CONTEXT FOR THE DEMONSTRATION

Sitevigtsto study the ITA/ETP demondtration grantees were conducted at atime
when many of them were still developing key aspects of their syssems. Moreover, for a
variety of reasons—induding fears of funding shortfalls, a strong economy that makes
job placements rdlatively easy to obtain, One- Stop centers gpprehension of authorizing
training unless it was absolutely necessary, and the need to have customers go through
core and intensive services before training could be offered—in some sites no more than
adozen customers had beenissued an ITA, out of hundreds of WIA adult and didocated
worker enrollees. Clearly, the systems we saw were for the most part very much awork
in progress. At the sametime, dl stes had made substantia progress, both in developing
policiesto serve cusomers with an ITA and in establishing an digible provider lig and
consumer report system.

Their progress was facilitated because most were not starting their ITA sysem
development from scratch when the ITA/ETP demongtration grants were awarded. In
fact, dmos dl had moved sharply away from the exclusive use of contracted training in
the waning years of JTPA and towards individud referral methods, and over one-hdf of



them claimed previous experience with using vouchersfor training, either as agrantee
under the former Career Management Account demongtration or as part of some other
pilot program. One-Stop implementation grants that they had received from DOL during
the mid- to late- 1990s aso helped them establish the infrastructure that they needed to
serve adult and didocated worker customersin aWIA framework.

Building on this framework, the grantees were using their demondtration funding in
very different ways, which reflected the nature and extent of their prior progress. Their
grant objectives ranged from the very broad (e.g., develop ITA palicies, build a consumer
report system) to the quite specific (e.g., develop a code of ethics for vendors). In
genera, grantees that specified broader goads were not asfar dong in ITA/ETP system
development at the time their grant proposals were prepared. By contrast, those that
specified narrower goals had many eements of their sysems dreedy in place and were
looking to enhance or refine them in some way.

Grant objectives can also be categorized with respect to their mgor area of focus.
The most common cluster of objectives related to efforts to build e ectronic consumer
report systems. Capacity building was another key objective, but the specifics varied.
One grantee wanted to hire counsgling experts to work with participants and coach case
managers, another wanted to develop a curriculum for a peer-managed workshop; others
wanted to develop and deliver training workshops for staff or develop computer modules
that staff could access asaresource. Thethird largest category of grant objectives related
to developing or testing ITA policies, for example, one grantee was trying to facilitate
coordination and joint policy development with adjacent LWIAs. Findly, some grantees
were using their grant funds to develop fisca or tracking software or to automate the
training provider gpplication process.

CUSTOMERS USEOFITAS

All of the grantees had embraced the ITA modd for providing training services and
generdly seemed enthusiastic about its possibilities for empowering customers. In fact,
nearly dl of them were planning on using ITAsfor training adults and didocated workers
amog excdlusvely; only two expected to make regular use of contracted training for
meeting the needs of specid populations. However, severd expected a sharp drop-off in
the number of persons they would fund for training each yesar, citing what they felt was
WIA’s “work first” emphasis and funding limitations caused by their needing to expend
resources on developing their core and intensive service srategies.



Regardiess of the customer volume that they anticipated, Sites needed to develop
policies to guide the way that customers move through core and intensive services,
because only those who have received at least one service at each of these two service
levels, without having their employment gods met, are digible for training. The case-
study Stesvaried quite a bit with respect to the policies and procedures that they
established for this purpose. Some noted that customers whom the case manager felt
could obvioudy benefit from training were moved through core and intensive services
quite quickly. Other sites had more stringent requirements before customers could move
through to training—for example, by having case managers exhaust dl reasonable
possihilities that the customer might have transferable skills and/or requiring that
customers spend at least several weeks in core and intensive services engaging in job
search before training would be considered.

Another key difference across sites reated to how intensive services were used asa
preludeto training. Some Sites fdt that they could quickly (in core services) identify
those who would need training services to meet their employment goals. Such
individuas were placed in intengve services with the full expectation that they would
shortly undertake training, so intengve services were focused on helping customers
develop and refine their career and training plans. Other Sites ft that intensive services
represented another opportunity to identify transferable skills and improve job search
drategies that might obviate the need for training dtogether.

Despite these different genera tendencies from one loca areato the next, however,
al the demongtration sites emphasized that guidelines were not meant to be followed
rigidly and that they adopted a flexible approach to meeting customers needs. It seems,
then, that akey tenet of WIA that services should be customer driven and based on the
individua’s own needs gppears to have been followed.

The customer focusis evident as well in the process that Sites use to help customers
make training choices. We identified three models that Sites use under various
circumgtances. These are informed choice, which occupies a broad middie ground, and,
at elther extreme, directed choice and free choice. According to the informed choice
model, One-Stop centers ensure that those authorized for training receive ample
information, guidance, and assistance, SO that they can make prudent choices with respect
to the occupation for which they want to be trained and the vendor who will provideit.
Thiswas by far the predominant mode in the Steswe visted. Operationaly, it meant
that customers would be required to undertake a comprehensive assessment of their skills



and abilities, and engage in labor market and other research, before an ITA would be
issued. Front-line gaff play akey rolein serving as*guides’ or “facilitators,” striking
what seemed to be an gppropriate balance between lending the benefit of their expertise
while not being overly directive.

A key dement that made the informed choice gpproach feasible was that
assessment and research were required parts of the decision-making process. In addition
to having participants undertake a comprehensive assessment and engage in labor market
research, which were everywhere required, some sites required participants to conduct
field research, such as by vigting severd vendors and interviewing former trainees and
employers who hire in the career area in which the participant wants to undertake
training. Other Sites required that customers attend workshops that are either given by
case managers or are peer-managed. Sometimes aso customers needed to submit a
formad gpplication, in which they identify the training field and vendor they have chosen
and judtify their decision on the basis of assessment results and the research they have
conducted. As a consequence of following these steps to having their ITAS approved,
customers would come to identify appropriate training choices on their own.

By contrast, a“ directed choice” approach was characterized by the case managers
playing amuch more directive role. Only one Site used this modd predominantly,
athough others would use it under specia circumstances, as when customers seemed
unable to make sense of their assessment results or were reluctant to make judgements
based on the research they had conducted. 1n these instances, case managers could be
quite emphatic in steering customers to the choices that the case manager thought best.

Finally, the third approach, a“free choice’” model, was aso used sparingly.
According to this strategy, case managers would essentidly give customers free reign to
meake training choices, so long as the training field was for an occupation in demand and
the vendor appeared on the ETPlist. No site used this approach predominantly.
However, customers who knew exactly what training they wanted to undertake before
entering the One-Stop center, and who could justify their choice, often had their request
honored with little difficulty.

Given the predominance of the informed choice modd, our interviews and
observations lead us to the conclusion that customers are effectively the decision-makers
amog dways. However, their choiceis subject to certain limitations established by sate
and locd policy. For example, in keeping with the WIA legidation, training can only be



funded if it isfor an occupation in demand. Some locd areas met this requirement by
drawing on lists developed by the state’ s labor market information research unit. Other
stes used locdly-devel oped lists, and afew had no formd lists but insteed relied on the
judgement of the case managers. Typically, where there were such lists, exceptions could
be made s0 long as a prospective trainee could present evidence that ajob would be
available once training was complete; however, afew local areas alowed no exceptions
whatsoever.

Other redtrictions related to dollar or time limits. Nearly dl of the Stes set adollar
cap on the amount of the ITA that would be funded, but these varied widdly across Sites,
fromalow of $1,700 to a high of $10,000. Tuition and fees, as well as books, uniform,
and equipment would normally be funded by the ITA, and supportive serviceswould be
provided from a separate pot of money. In keeping with WIA, trainees were typically
expected to apply for a Pdl grant, and amounts they received from that source were often
goplied to the cogt of the training, with the ITA paying any bdance due. Nearly dl Stes
aso had time limits on the duration of training that they would support, which they
usualy st a two years. Overwhelmingly, both dollar and time limits were imposed by
locd aress; dthough they were dlowed to impaose limits of their own, states generaly felt
that these decisons should be left asaloca prerogative.

Even with these limits, sites could be investing a substantia amount on each
trainee. For that reason, and aso because performance accountability is so centrd to
WIA, sites had an interest in doing whet they could to ensure that their ITA holders
completed the training and obtained awell-paying job afterwards. Thus, dl sites made
provisions for keeping abreast of the trainee’ s progress and attempted to address
problems asthey arose. Some sites were more proactive than others were, but virtualy
al maintained a least monthly contact with WIA participantsin training.

Given that their performanceis publicly displayed as part of the consumer report
system, vendors aso have a clear stake in the trainee’ s success, and thus they too played
apart in monitoring the participant’s progress. Along these lines, proprietary schools—at
least those that we visited as part of this study—seemed very attentive to students' needs
for extra assstance, and were aggressive in helping their students find jobs once the
training was completed. By contragt, lthough community colleges offered counsdling
and placement services, they were typicaly less proactive in their approach.



DEVELOPING THE ETP L1ST AND CONSUMER REPORT SYSTEM

A key dement of the training system envisioned by WIA isfor there to be clear
accountability and strong information systems to support customer choice. The digible
training provider (ETP) list and consumer report system (CRS) condtitute essentia tools
for these purposes. Developing the ETP list and consumer report system proved to be
extraordinarily resource intensve.

A key issue that states grappled with as they assembled the CRS was deciding
whether only ITA-approved vendors should be included or whether it should include non
ITA approved vendors aswell. About haf of the states adopted each gpproach. Those
that were developing arestricted consumer report system emphasized the primary
objective of supporting training customers in sdecting a vendor; those that opted for the
broader approach were giving emphassto developing a resource for the universd
customer in core services and making the broadest possible use of the resource they were
developing. Using different logic, both also saw their gpproach as serving as an
inducement for vendorsto seek ITA digibility.

Regardless of the gpproach they took, steswere generaly eager to widdy
publicize the ETP application process and have as many vendors gpply for digibility as
possible. In some cases, states took the lead role, such as by sending an ETP gpplication
packet to dl state-certified training vendorsin the state. In other states, local areas took
the lead role, such as by communicating with their former JTPA providers or holding
informationa sessionsin the community. Mog dates attempted to automate the
gpplication process, both to make it easier for vendors to apply and also to expedite the
date’' sand local areas rolesin processing applications and entering the data into an
electronic ETP listing. Those states without an €l ectronic application found the process
subgtantialy more burdensome.

Only two gates sat performance requirements for initid digibility. The others
digpensed with such requirements, because they fdt ill equipped to make decisions
regarding performance benchmarks at such an early sage. In generd, vendors were not
even required to submit performance data as part of their initid gpplication. States felt
that doing otherwise would impose a substantial burden on vendors that they were not yet
prepared to meet.

In keeping with the legidation, the approva processfor initid digibility bascaly
worked the same way in dl the Steswe visted—|oca areas would first review the
gpplications, make a judgement of whether the application should be approved, and then



pass the gpplication on to the state, dong with the loca ared s recommendation, for fina
disposition. The one difference was that some states had vendors submit their
gpplications directly to the local areas, while other states had vendors submit their
gpplications to a centrd state clearinghouse, which then forwarded the gpplications to the
locd areasfor their review. The latter approach was viewed as easier for vendors, who
would need to submit just one gpplication for each of its programs rather than multiple
gpplications to multiple loca areas throughout the date; it also standardized the
gpplication process somewhat.

Regardless, aconcern that local areas expressed was having a vendor’ s gpplication
for digibility denied by one loca area but approved by an adjacent one. Given that ITA
holders can hypotheticaly choose any vendor on the ate list, presumably atrainee could
thus select a vendor that the local areafunding the ITA had disgpproved. Severa of the
case-study Stes were attempting to develop aregiona gpproach to ETP review to
eliminate this possibility. The case managers in another site admitted that they could not
envison authorizing an ITA if the cusomer had selected a vendor that the loca area had
not approved, except under exceptional circumstances.

Another concern was that many states anticipated a sharp drop in the number of
vendors who were gpproved once subsequent digibility began. As mentioned, only two
gtates imposed performance requirements for initid digibility, ddiberady with the
thought that they wanted as many vendors to apply as possible. Similarly, few reporting
requirements were imposed, beyond asking the vendors to provide basic information
about each of their programs, such asthe duration of training and its costs. But, for
subsequent digibility, vendors must be prepared to begin submitting performance
information about their programs, relating to the completion rates and employment
outcomes of trainees, including those that were WIA funded and others. Many vendors,
especialy community colleges, have balked at these requirements. They viewed the time
and effort necessary to assemble the necessary information as not worth the trouble,
given that they anticipate sarving rdatively few WIA-funded trainees. As open
enrollment inditutions serving diverse community needs, some community colleges dso
fed that their measured performance could misrepresent their actud success, given that
some of their non-1TA enrollees might lack adequete preparation for training or others
might not have employment objectivesin mind.

Another reason why the ETP list under subsequent digibility might be gppreciably
gndler than theinitid list isthat dl sateswill presumably impose required performance



benchmarks for subsequent digibility, while only two states did so for initid digibility.
Few dtates had made much progress in establishing guideines for subsequent digibility.
All were grappling with where to strike the balance between setting the minimum
requirements high enough to reflect their high expectations, while not setting them so
high as to exclude so many vendors that participant choice is serioudy compromised.

Definitiond issues were o presenting serious conceptud hurdies. For example,
even a the point of initid digibility states needed to make cear what would condtitute a
“program” for purposes of the ETP list. Theredfter, as they attempted to measure
performance for subsequent eigibility, they needed to decide how key termswould be
defined, such as who counts as enrolled and what congtitutes a completion. Given the
fact that many community college enrollees may take variable sequences of courses with
different employment and other objectives in mind, states were generaly dlowing
vendors to self-define programs and some were counting as enrollees only those who
declared their intention to complete the entire sequence of courses that made up the
program, with employment as the intended objective.

Amassing the data to measure performance, however the measures were defined,
adso will prove chdlenging. In kegping with WIA requirements, sates were planning on
relying heavily on usng Unemployment Insurance wage records for measuring outcomes
that were employment related. Thus, vendors would forward the socia security numbers
of enrolleesto the rlevant state entity, who would then conduct the Ul matching on the
vendors behaf. This approach seemed to make the most sense from the standpoint of
ensuring completeness, reliability, and comparability. However, the mechanics of this
process were generaly gill being worked ouit.

In contrast to employment outcomes, where the states will bear most of the burden
in data collection on the vendors  behalf, most sates are expecting vendors to supply data
on their programs completion rates. One state, however, has agreed to compute even
these rates for vendors, if the vendors will forward to the state the vendors enrollment
database.

Because of the complications that needed to be resolved, at the time of our Site
vigtsonly afew states systems had any information about vendors performance.
Clearly, much work remains to be accomplished for the consumer report systems to fulfill
their function of providing an important resource to guide customer choice.



VENDORS' REACTION

In the locd areas we studied nearly dl training vendors certified as digible for ETP
purposes are either community colleges or proprietary schools. These two types of
inditutions have very different missons and define themsdves vary differently. The
former have traditiondly filled an important role in providing training under JTPA,
because of the breadth of their offerings and generdly low tuition, and it is expected that
they will be smilarly important under WIA. However, many are balking at the digibility
requirements that WIA imposes, especidly the need to submit performance information
about their programs. In their view, the low volume of ITA-funded trainees that they can
anticipate does not warrant the time and expense that such a requirement would entail.
They aso fear that their performance would be inaccurately characterized, given the mix
of customers that many of them serve.

By contrast, the proprietary schools whose representatives we met characterized
themsdlves as being active in the marketplace and highly performance driven. For their
own purposes, or to meet other Sate or federa certification requirements, these schools
had been accustomed to collecting and reporting performance data and saw no difficulty
with doing so for ETP purposes. They were dso highly adaptable and flexible,
modifying course content, starting times, and training durations to better gpped to
potentia trainees.

Community-based ingtitutions condtitute a third group of potentia vendors. While
we did not vigt with any community-based organizations that provide ITA training,
Loca Board and One-Stop staff noted that many of these organizations provided training
to economically disadvantaged adults under JTPA, but are less likely to be successful
under an ITA system because of their traditionaly narrow customer base. Further, they
areusudly thinly capitalized and are likdly to have difficulty coping with an irregular
flow of ITA sudents.

PRELIMINARY CONCLUSIONS

Thefull ITA and consumer report systems envisioned by WIA were dill very much
under development at the time our Ste visits occurred. Our upcoming second round of
gtevidts, to be conducted in the summer and fal of 2001, will thus offer the important
opportunity to view these systems asthey have evolved. At this point, however, some
preliminary conclusions can be drawn.

1. State and local-areaflexibility seemsto be embedded in the sysemsthat are
developing. Thus, dthough there are obvious broad smilaritiesin the systems
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that are developing, states and locd areas are making unique decisons
regarding key features of ITA policies.

That flexibility, dthough clearly embraced by states and local areas as agood
thing, is causng some confusion and uncertainty et this early sage. Thus,
some locd areas are unsure exactly what their policies and systems should
look like. In light of this uncertainty, more peer-to-peer exchanges would be
highly valued, so that sites could share ideas and examples.

Ovedl, thereislikdy to be a substantia drop-off in the number of persons
entering training, & least in WIA'sfirg full year of implementation. This
drop-off will come about for avariety of reasons, including a strong economy
that has made job opportunities plentiful, competing priorities for using scarce
WIA funds, and case managers reluctance to authorize training unlessit is
absolutdly necessary.

Sites are maintaining a strong customer focus in the way they approach WIA's
three service levels. Despite the reluctance in some cases to authorize training
unlessit is absolutdy necessary, in genera we observed that Stes are highly
flexible in their approach to customer services. Thus, dthough stes have
guidelines for how customers should move through the service levds, it was
gpparent that those guidelines were not meant to be followed rigidly and that
customers' obvious needs were taking precedence.

Customer choice, informed by good information, is clearly apparent in the way
that Stes are working with customersto help them select training programs
and vendors. At the sametime, this choice is structured within a framework
that requires that customers undertake a careful assessment of their skills and
abilities and conduct extengve labor market and other research. To this
degree, customers are making choices only after being exposed to a range of
good information.

Front-line gaff are generdly playing roles that support informed choice. In
most local areas that we visited, case managers were playing the role of
“fadilitators” and were lending the benefit of their expertise without being
overly directive. To this degree, customer empowerment was being promoted.
Given that many Stes had moved away from contract training in JTPA’s
waning years, and, in some cases, had previous experience with vouchers, case
managers often felt that operating under an ITA sysem was not that much
different from what they were accustomed to.

The underdevel oped state of most consumer report systems has meant that
concrete and comparable information on vendor performance has not been one
of the sources that most customers have been using in making their training
decisons. Moreover, given the difficulties that lie ahead, with repect to data
collection and data management, it will likely be some time before consumer
report systems are reasonably populated with information about vendors
performance.
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10.

Incentives for community colleges to participate in the ETP system need to be
established. Proprietary schools as awhole have been very agreegble to the
requirements that the digibility process entaills. Community colleges, by
contrast, view these requirements as not worth the effort, given the few ITA
customers that they anticipate serving, and their focus as educationd
inditutions. Given the important role that these inditutions play in giving ITA
holders meaningful choice, Sites need to develop srategies to kegp community
colleges as active playersin the training marketplace.

The ITA/ETP processis presenting substantial challenges to training vendors
that relied heavily on workforce development funding under JTPA. Reliant for
s0 long on contract training for serving pecia populations, these
organizations are finding that their customer flow has been gravely interrupted
gnce the enactment of WIA. This chalenge has fdlen especidly heavily on
community-based organizations. Without an dternative customer base, many
of these indtitutions are facing insolvency. Their aosence will represent a
substantid loss to their communities.

Processing vendors  gpplications and devel oping the consumer report system
are extraordinarily difficult and resource-intensve undertekings. In light of
this, severd grantees noted how fortunate they consider themselvesto bein
having been selected to participate in this demondration, asit has provided
them with access to specia funds for system devel opment that otherwise
would have needed to come from their regular WIA formuladlocation. This
observation pesks to the difficulty that non-grantee states may be
encountering with system development, and aso for the need for states and
local areas to develop systems that, once developed, can be sustained at
minima cod.



