===== THE CENTURY
- FOUNDATION

Expanding “Free College”: How to
Build a Job Training Guarantee

MAY 8, 2019 — JEN MISHORY

The Century Foundation | tcforg



===== THE CENTURY

FOUNDATION

Expanding “Free College”: How to
Build a Job Training Guarantee

MAY 8, 2019 — JEN MISHORY

As the free college debate continues to gain momentum
in states across the country, advocates’ and policymakers’
growing success in reframing access to college as a
guaranteed benefit raises the question: Should federal
or state governments do more to ensure that guarantee
includes access to quality job training programs more

generally, and if so, how?'

Attempts to quantify how severe the need remains for
the kind of middle-skill jobs that require training post-high
school vary, but studies generally point to a shortage in sub-
bachelor degree credentials in certain fields and localities
and, overall, an increase in wages for people with some
college and associate’s degrees.” Moreover, the current
workforce development system would almost certainly fail
to reach scale or quickly respond should any of the more
extreme predictions of job loss or job shifts come true as
a result of automation or climate change’ At the same
time, many of the big ideas floating around the national
economic debate—from federal job guarantees,” to large
public investments that create public sector jobs in target
industries,” to a “public option” for employment in distressed
communities’—focus on spurring demand where the
private sector is failing to provide opportunities for work,

but would also require a job training system that can supply

large numbers of workers with skills they may not currently

possess.

Expanding free or affordable job training opportunities
to all low-wage workers, unemployed people, and young
people would not solve aggregate income inequality, but a
well-designed, universally accessible training benefit would
allow more workers to access higher-wage job opportunities,
respond to unpredictable shifts in available jobs, support
new public efforts to expand demand for workers such as
large federal investments in infrastructure, and improve
overall productivity.” Guaranteeing access to quality job
training programs would offer a flexible framework to help
address two related problems that are difficult to quantify
and have proven historically challenging to solve: how many
more sub-bachelor’s degree holders our economy needs in
a changing economy, and how to provide equitable access

to quality opportunities.

So how would we get there? What would it take to create
and fund a universally accessible, quality, job training
benefit? In addition to generating the political will for
significantly increasing public funding for such an initiative,
policy changes would have to address an unsolved tension

across current federal job training efforts: how to expand
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job training options at scale while ensuring that the training

programs being subsidized are worthwhile.

The free community college movement provides one
pathway to providing free or affordable job training, but it
would require a significant revamp to make it universally
accessible. It's name suggests that it should already include in
its promise the vast majority of our workforce development
system that falls within traditional credit-bearing community
college programs of minimum length that are resourced
through funding streams such as Pell grants (of which $7.6
billion are spent at community colleges),® state financial
aid dollars, and state-level higher education operation
dollars; that is, accredited certificate and associate’s degree
programs. But free community college proposals, as
typically envisioned, fail to reach many part-time students
and underrepresented students, and do little to cover
unmanageable non-tuition costs, often only covering those
tuition costs left over after the Pell grant. The limited scale
and scope of state efforts in financing free community
college, combined with lackluster and at times misdirected
financing of other financial aid and of public community and
technical college operations, often excludes or underfunds
potential training recipients and limits colleges™ ability
to respond quickly to training needs.” “Free community
college,” therefore, would need significant expansion and

reform to provide a true job training guarantee.

Outside of free community college programs, major federal
funding streams subsidizing job training opportunities, such
as the Workforce Investment and Opportunity Act (WIOA)
and Trade Adjustment Assistance, have limited reach and
limited funding: WIOA provides about $3.5 billion for
training and other supports directed toward adults, youth,
and dislocated workers, and TAA just $740 million.” Those
programs offer benefits to training recipients who may use
those dollars at a wider range of programs at community
colleges or at private training providers. And while
workforce training funds from the Temporary Assistance
for Needy Families (TANF) program may actually eclipse
WIOA training dollars, those dollars are often directed to
general state financial aid and scholarship funds rather than

specifically to job training programs.”
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To guarantee training opportunities, one could increase the
dollars dedicated to those job training opportunities, but it
would need to be done in a way that alleviates an ongoing
tension facing existing efforts: data show a significant return
on an associate’s degrees, bachelors degrees, and some
certificates, but evaluations of these training programs and
data on some of the shorter certificate programs supported
with these resources show mixed or inconclusive results.”
And while particular certificate programs can outperform
even some degree programs in terms of career outcomes,
the positive impacts on wages of certificate programs
are often more modest.” Moreover, when federal dollars
become available for use at for-profit career education
programs at scale and with few quality standards, some of
these schools engage in predatory practices to go after
those dollars.” Any effort to expand access to workforce
training requires heightened attention to the success rate of
training providers and an employer-driven quality check to

ensure programs provide a reasonable return for students.

Providing young people, unemployed workers, and low-
wage workers with guaranteed access to quality job training
opportunities would better connect workers to in-demand
good jobs, prepare for large-scale shifts in the kinds of jobs
available due to technological changes, and support broader
public efforts to reach full employment. To get there,
policymakers could pursue two strategies, either together or
separately. First, they could create a federal-state funding
stream designed to incent states to restructure existing free
college efforts, state financing of community college financial
aid, and operations to expand access for more people
pursuing an associate’s degree or certificate. Second, they
could scale access to higher-quality job training programs
available through workforce development programs such as
WIOA and TAA by taxing large companies to both fund
benefits and motivate employer engagement in building
quality programs while ensuring good value by capping the
cost of participating programs and expanding requirements

that programs provide measurable boosts in wages.



The Role of Job Training in the
Economy

Policymakers too often point to skill building as the fix to
respond to any major shifts in the availability of good paying
jobs, whether its resulting from trade policy, technological
changes, corporate fiscal incentives, declining union density,
or other causes. There is an increasing recognition that when
those underlying economic shifts lead to job loss or wage
reductions, more education can help—but the inequality
resulting from these changes cannot be stymied by job
training or skill building alone.” There remains, however,
significant disagreement on the role that job training should
play, and in particular, on how to measure the nation’s

aggregate need for sub-bachelor’s degree recipients.

Economists identify a significant gap in post-high school
training leading to a short-term certification, certificate, or
associate’s degree that would fill middle-skill jobs (those
requiring education beyond high school but less than a
bachelors), with projections ranging from 33 percent of
jobs™up to 48 percent of jobs through 2024 (compared to
the 43 percent of workers currently trained at that level).”
Others studies show that, while the demand for many
middle-skill jobs is shrinking (particularly in clerical work and
production), the demand for other “new” middle-skill jobs is
growing—for example, in health care and sales—and the skill
requirements for many those jobs map onto an associate’s
degree or below.” And there is little doubt that increased
skills lead to increases in productivity (though a smaller
percentage of the gains from that growth in productivity
go to workers than it once did).” Additionally, women and
people of color have traditionally been excluded from higher
return middle-skill jobs, and creating accessible pathways
into those jobs through industry-recognized credentials can

provide opportunities for this segment of the workforce.”

However, there is no universal agreement on these
projections. Some analysts eschew the complaint that a
shortage of skills is a major economic challenge” when
compared to problems such as the paltry federal minimum
wage, job and wage discrimination, and a lack of demand

for workers—and point out that employers would be raising
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wages faster to compete for workers if needed skills were
so hard to find.”” And recent research calls into question
whether some of the skills demands are more reflective of
the ability of employers to add unnecessary educational
requirements when hiring during economic downturns:
a recent report shows that the oversupply of job seekers
during the Great Recession holds at least some (though not
most) of the responsibility for the increase in skills demanded

during that period.”

Some of this lack of consensus on the role of job training
in the economy reflects significant nuance in demand for
skills across geography and across industry. For example, the

nation is currently experiencing the following trends:

* a technological shift in the kind of manufacturing
opportunities” available in the Midwest that
require different skills—though skills well within
reach”—than traditional manufacturing jobs have

demanded in the past;

an across-the-board demand in certain job
categories, such as plumbing, where “postsecondary
training” typically means participating in a registered

apprenticeship program;*

a significant increase in the need for quality
caregiving, as over one-quarter of all adults will be
over the age of 65 by 2030;” and

a staggering range in the excess supply/demand
in registered nurses by state, from an aggregate
shortage in California of 44,500 FTEs, to an

aggregate excess in Florida of almost 54,000
FTEs.»

To add complexity to this analysis, the projected employment
and wage outcomes of sub-associate degrees (some funded
through major federal investments such as Pell grants,
others not) is mixed. Some non-degree programs provide
economic returns that outstrip associate’s degrees; others
show no return at all,” and in fact, after educational costs
are factored in, might provide negative returns and leave

individuals with unmanageable debt to boot.*
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While the poor outcomes from some pathways may be in
part due to a lack of demand for certain credentials being
offered, it is hard to separate that potential cause from
a quality problem—that is, whether the training being
provided would have produced a boost in wages had the
instruction been better, and other supports more robust.”
Evaluations of the impact of Trade Adjustment Assistance
(TAA) retraining efforts (primarily used at sub-bachelor’s
degree programs, both at community colleges and private
providers) are also mixed, which may again be a result of
quality training programs, the difficulty in determining the
need for such middle-skill jobs (workers unsurprisingly had
far better wage outcomes when they found work in their
field of study), the financial hurdles workers face when they
stay out of the workforce in order to pursue training, and the
strength of the local labor market at the time.”” Research into
for-profit colleges providing certificates shows a negative
return on investment.” Many predatory for-profit colleges
leave students, and students of color in particular, with high
debt loads and little value.** And while institutions of higher
education have upped their efforts to provide sub-associate’s
degree options significantly in the past decade, employers
do not always understand the credential or certificate being

offered and how it relates to their skills needs.*

Job training has been called on as a cure for many of our
economic problems—such as the growing concentration of
wealth at the top, unfair pay at the bottom, and a deficient
demand for labor in certain regions—that in reality require a
broader set of interventions. But when done well, accessible
job training opportunities can bring wages up for some low-
wage earners in conjunction with what other job quality
protections (such as minimum wage laws) can provide. This
is particularly true in geographic regions or industrial sectors
where structural unemployment—unemployment due to
fundamental changes in the economy rather than cyclical,
short-term changes in supply and demand—is a major cause

of poor job opportunities.

Creating the clear pathways to training programs discussed
in this report can also be a key component of broader efforts
to open up access to middle-skill occupations that have

historically excluded women and people of color, such as
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construction and manufacturing.” It can also be a tool to
help combat fast-moving, unpredictable job losses that may
occur due to major technological shifts, such as the increased
utilization of Al and other structural economic changes like

climate change and globalization.

Finally, a well-designed, universally accessible training
benefit can support other economic interventions, such as
large infrastructure investments or a job guarantee, that
would ultimately rely extensively on training unemployed or
underemployed workers looking to take advantage of new
opportunities. For example, the jobs guarantee proposed
by Mark Paul, William Darity, Jr., and Darrick Hamilton in a
report for the Center on Budget and Policy Priorities would
create jobs in areas of needed investment, such as caregiving,
infrastructure, and energy efficiency retrofitting”—jobs that
may require new skills. And providing such training alongside
those initiatives would help combat some of the challenges
facing public jobs programs, which struggle to increase

employment for participants after they leave the program.*

Predicting precisely the future demand for job training—
particularly the scale and type of job training needed—is
difficult, and ensuring the quality of the programs offered is
and will remain a challenge. Our job training delivery system
must be both large enough and accessible enough to
respond to rapid changes in demand for skills, and targeted
enough to provide the particular skills needed in growing
fields. Below, this report presents two distinct strategies to
create guaranteed access to job training opportunities that

do just that.

Strategy 1: Create a Guaranteed Job
Training Benefit through Debt-Free
Community College

There are just under 6.5 million students enrolled in two-
year-or-less postsecondary programs at any given time,”
and as many as 12 million students enroll over the course
of a year.” Expanding access to and improving community
college programs provides the most immediate path to a

wide-scale quality training guarantee.



However, while the financing policies put forth under the
umbrella of “free community college” imply access to a
guaranteed, universal benefit, the reality is far different, for
two reasons. First, while at least twenty states have some
version of a free college guarantee,” eleven of those states
limit that guarantee to recent high school graduates, and
twelve require students to attend full time. This means that
students who must work to pay for school and other life
needs (rent, family expenses), or who are already out in the
workforce and trying to boost their skills through part-time
enrollment, often cannot access these benefits. These limits
reduce the budgetary costs of the programs, but narrow the
opportunity from a universal guarantee to a program with
limited eligibility to more “traditional” students. As a resullt,
it is common for these programs to reach less than 5 to 10
percent of current college students in the state, and far fewer

potential training recipients.*

Second, these programs often function as a “last dollar”
tuition supplement,”” meaning they only cover tuition
costs after other grant programs are applied, and do not
cover non-tuition costs for low-income young people who
cannot rely on family support, or working adults who lose
earnings when they go back to school. (Note that in this
way, they differ from TAAs Trade Readjustment Allowance,
which provides weekly income support when recipients are
enrolled in a training program.)* Without similar support,
a working adult may be unable to forgo weekly wages to
take on more hours in school, or pay additional costs such
as books or transportation: non-tuition costs are about twice
as much as tuition costs at community colleges.” Almost 40
percent of students at public two-year institutions receive a
Pell grant averaging about $3,000,” and many of free college
programs simply cover the balance of tuition leftover after
applying the Pell grant. Many low-income students, then,
receive very little benefit from the free college program,
creating an inequitable distribution of resources. To be
truly effective, these programs must provide low-income
students and adult learners enrolling in or returning to
school some living support—otherwise, for many, it's access
in name only.”” Expanding beyond “free tuition” to a “debt-

free” framework, where low-income students do not have to
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borrow or work unmanageable hours to attend school, is a

critical component to reforming these programs.

These shortcomings in free college programs follow a
similar trend found in other state higher education financing
decisions. Many state financial aid programs, for example,
exclude community college vocational programs or part-
time students, and often do little to cover non-tuition costs.
While federal Pell grants are available for programs as short
as four months, states often limit eligibility for their state
financial aid program to exclude those certificate programs
or part-time students.” Recommended reforms that would
expand state aid funding (both grant and institutional aid)
in California, for example, to cover non-tuition costs and
older students, would fill a gap in the amount of non-tuition
aid going to community college students vis-a-vis four year

programs.”

And states also underfund not just the aid available, but
also the operations of community colleges as compared to
public research institutions—even when accounting for the
research functions of four-year institutions—meaning that
community colleges have more limited resources to build
new programs (particularly vocational programs that may
be more expensive due to capital equipment costs and class
size),”” support nontraditional learners, and respond quickly
to local economic changes.” In other words, states can make
progress in changing the focus of their state funding and the
eligibility requirements for their state financial aid. Programs
like the CUNY ASAP program, which provides significant
financial resources for tuition, books, and transportation—
and funds the advising and academic supports alongside
it—have demonstrated enormous impact on the success rate
of students pursuing their associate’s degree.”” But a true
guarantee that brings that kind of program to scale would
also require a deep investment on a scale that would require
federal support that is more expansive, and likely structured

differently, than the current Pell grant program.

Finally, current eligibility for state financial aid also raises
a more complex challenge: most state financial aid
supporting community college programs is generally

limited to accredited programs of a minimum length.”* Six
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states and Washington, D.C. have their own noncredit job
training programs with standards that differ from federal
aid standards, though these programs are often small.**
For example, Virginias New Economy Workforce Grant,
which may be used for non-credit training programs at
certain programs and for certain high-demand occupations,
requires students to pay one-third of the cost of their training
program—and up to two-thirds if they do not complete.””
The institution receives payment for the final third from the
state, if the student graduates. Most other state programs
put their training dollars that go to non-accredited programs
primarily at community and technical colleges. These
programs are worth potentially incorporating into free
community college public programs, but only if the impact
on wages for recipients is positive—a caveat not always
adequately considered in some federal proposals to expand
out federal aid to such programs.” Alternatively, states could
consider incorporating short-term, non-credit programs that
receive significant subsidization from employers while the
state waits for longer term outcomes data. Allowing for a
ground-up approach through careful state-level inclusion
into free college state programs would controlled expansion

of nontraditional training options.

A meaningful job training benefit provided through the

existing free community college movement would need to:

* restructure free college programs to end the

exclusion of part-time and adult students;

* provide support for non-tuition costs for those with
financial need, focusing more on providing a “debt-

free” benefit;

* include a focus on community college operational
support to ensure schools have the resources to

invest quickly in new programs as skills demand

shifts;

* create a generous federal-state partnership to
incent and fast-track such a restructure, providing

a good enough deal that states would opt-in; and
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* create meaningful standards for wage impact
of shorter, non-credit, state-funded community
college programs—or require short-term employer
subsidization—in order to include in existing state

aid programs.

Strategy 2: Scale a Job Training
Benefit through WIOA or TAA by
Expanding Employer Engagement
and Financing

Two major federal workforce development programs,
WIOA, and TAA, could provide a pathway to scaling job
training opportunities. But their current limited funding
levels mean that they fail to reach scale. Moreover, evidence
tells us that effective short-term or rapidly developed
job training programs require (1) tight guardrails to
keep out poor performing providers, and (2) intensive
employer engagement to provide value to workers. Those
requirements create tension with efforts to scale job training
opportunities within the WIOA or TAA structures.

First, given the limited reach of these programs, providing a
guaranteed benefit through these structures would require
new federal dollars to cover more participants, account for
total program cost, and, in the case of WIOA, help low-

income participants with other living costs.

WIOA provides training grants of up to about $7,500 to
about 100,000 people each year,” and in order to receive
WIOA retraining funds, a worker must be unable to find ajob,
and yet have the skills such that they would benefit from the
program. For TAA, anyone whose job was lost due to trade
may be eligible for grants averaging about $13,000, though
TAA retraining services reached just 23,000 people in fiscal
year 2017°” TAA also provides non-tuition support for out-
of-work individuals who have used up their Unemployment
Insurance; WIOA does not. New dollars would be needed
for both of these programs if they are to respond to even
low-end projected need for postsecondary training, to cover
training costs for more participants. Furthermore, there

would need to be either an expansion of WIOA benefits for



non-tuition costs, or a reform to unemployment insurance
to provide support for jobseekers, such as the Jobseekers
Allowance proposed by several think tanks, if the program
is to support low wage and unemployed workers looking to

take advantage of WIOA training opportunities.*®

Second, if a significant increase in federal dollars were on
the table to expand these programs without some form
of increased quality control, the likelihood that low-quality
for-profit private providers would participate and pocket
taxpayer dollars for shoddy training would increase. The
on-and-off spigot of federal Higher Education Act dollars
going to for-profit educators, for example, has led to a
“boom-and-bust” cycle of training programs, leaving little
return on those investments and millions of students laden
with unmanageable debt.®’ These poor quality programs
disproportionately harm students of color®” In addition,
given the limited data available on the return on investment
at shorter-term programs, which are currently eligible for
WIOA and TAA dollars, tightening gatekeeping for eligible
providers, combined with expanded outcomes requirements,

would be critical for any scaled job training benefit.”*

Currently, the quality controls vary across these funding
streams. WIOA requires that individuals spend training
funds provided through Individual Training Accounts at
“eligible training providers.”** States vary as to how much
oversight effort they put into their Eligible Training Provider
list; some states have strong outcomes assessments, while
others look at inputs such as instructor qualifications and rely
on state staff to drive participants to successful programs.”
Similarly, eligible providers under TAA must be approved by
an appointed agency in a state, and could be a community
college, vocational education center, private company, GED
program, or other. TAA requires no statutory baseline for
performance measures, although it does require reporting

on outcomes.*®

Policymakers interested in scaling these funding sources
as a basis for guaranteeing access should incorporate a
number of quality control measures. First, training providers
should, at least, be expected to show a reasonable return for

the investment in their programs: a majority of participants
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should earn more than high school graduates. Second,
private training providers should also be able to justify their
price: if a private training provider wishes to charge more
than a community college charges for a similar program and
also receive federal dollars, for example, they should only be
able to do so if they are operating an employer partnership
where the employer is paying for at least half of the cost; an
employer willing to pay for an above-cost programis a strong
indicator that needed training is unavailable at lower-cost
providers. That protection, combined with basic outcomes
requirements such as minimum earnings thresholds, will
help keep down program price, and keep out predatory

actors looking to pocket federal dollars at all costs.” Current

WIOA and TAA requirements fall short of these needs.

Finally, eliminating low-quality providers is not enough:
many job training opportunities currently available through
the WIOA and TAA funding streams simply do not provide
enough value to justify the cost.” Job training programs
that work best rely on deep participation from businesses in
identifying growing fields, designing curricula, and providing
clear pathways into job opportunities,” particularly for
workers who could most benefit from training opportunities.”
This makes sense, as employers themselves provide the bulk
of job training in this country” (though that training is heavily
skewed to high-wage workers),”” and are more likely to know
what they need. In several cases, evaluations have found
positive returns on “sectoral partnerships,” funded in part by
WIOA dollars,” that respond to real demand in the market
from employers in a locality and across a specific sector.
There is also strong evidence that integrated career pathway
programs that combine basic education, social services, and
skills-related training to help workers advance over time in a
given sector provide better outcomes to low-wage workers.”

Currently, most of these programs are small.

Having employers put more skin in the game by expanding
their role in crafting training opportunities, particularly
through sectoral partnerships, will improve the quality of
the programs, and, given that employers ultimately benefit
from trained workers, it is fair that they should help subsidize
the cost of expanding public job training programs. This
model is being used both here and abroad—in England,

7



policymakers recently instituted a levy on businesses with
revenue over a certain size, and they have to pay the tax, or
use the money to train their own apprentices’“—and several
states have adopted it as well. In New Jersey, a payroll tax
from employers and employees funds state workforce
efforts, though funding is not limited to training.” And in
Washington state, the legislature just passed a bill funding
both tuition-free college for students under $50,000 and the
operations of community college programs in high demand
fields through a tax on businesses in sectors that rely on

educated workers.”®

A similar federal financing mechanism—a tax on employers
of a certain size—could help offset the cost of scaling job
training, while providing employers with an incentive to come
to the table locally to design quality programs, protect those
investments from poor quality programs, and participate
in sectoral partnerships. Employers could even qualify for

lower tax liability through participation in those partnerships.

In order to use existing workforce development programs
to provide a guaranteed job training benefit, reforms would

need to:

* increase dollars available to expand participation,
but limit dollars to training programs that show

clear positive outcomes;

* benchmark costs of eligible programs to community
college tuition or to the willingness of employers to

jointly subsidize the cost; and

* create new funding sources and a quality check
through an employer tax that generates new dollars
and incentivizes employer participation in program

creation.
Conclusion

Providing “free college for job training”—or guaranteeing
meaningful access to job training opportunities—may not
require an entirely new program or effort. It could build

on the free community college movement or expand
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upon traditional workforce programs such as WIOA and
TAA. However, providing such a guarantee requires a
restructuring—likely incentivized through new federal
dollars—of current eligibility requirements; new, flexible
funding to cover tuition and non-tuition costs for low-income
young people, low-wage workers, and unemployed adults;
and robust quality controls that implicate a new employer

role to ensure training programs provide value.
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