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To Governor Pawlenty and the 2003 State Legislature:

We begin 2003 with an optimistic outlook and a practical sense
of what can be accomplished given the political environment and
fiscal issues in front of us. The Governor’s Workforce
Development Council (GWDC) has made significant strides
toward developing a vision for Minnesota’s workforce system
and strengthening local leadership through Local Workforce
Councils and other stakeholders. Our optimism comes from a
deep belief that smart, sustained work and strong leadership are
recognized and rewarded over time. We also have
demographics on our side. We know that even in the current
economic downturn we are short of skilled workers in critical
areas and that in just a few years, Minnesota employers will
again be in a crunch to find employees and that the workforce
system must be prepared to meet those needs.

Our practical perspectives — honed through more than 30 years
each as business and labor leaders in Minnesota’s economic
and political landscape — suggest that the state’s budget woes
and a looming federal deficit will make this a difficult period in
which to continue to make needed public investments in
workforce development.

This “Portfolio Report”, together with the accompanying
materials, fulfills our statutory obligations' and goes further to
detail the challenges we face, identifies resources available to
meet those challenges, and suggests strategies that we can
pursue during the next several years. We think the analogy of
an investment portfolio is useful in conveying all the complexities
and nuances of Minnesota’s workforce system.

This report follows Getting To Preeminence in painting the “big
picture” of Minnesota’s workforce investments. With your
continued support, the GWDC will take the next steps in building
“Preeminence Minnesota”, outlining specific steps and
measures that will guide our workforce investments during the
2003-05 biennium.

We look forward to working with all stakeholders in the coming
year to continue our shared work to make Minnesota the
preeminent state in the nation where employers and skilled
workers jointly prosper.

On behalf of the full Council,
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Roger Hale, Chair Don Gerdesmeier, Vice-Chair
Former CEO, Tennant Company  MN Brotherhood of Teamsters
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. WHY A “PORTFOLIO
REPORT TO
STAKEHOLDERS”?

This report describes
Minnesota’s public workforce
“portfolio” — the collection of
federal, state, and local
investments and operations
that make up Minnesota’s
public workforce development
system. Like an investment
fund issuing an Annual Report
to shareholders, this report
outlines the composition of the
“portfolio” and highlights the
growth, value, and
performance of the portfolio
during 2001 and 2002.

These stakeholders include:

0 Federal, state and local
taxpayers — actual investors
— and the policymakers at all
levels of government who
direct those investments;

¢ Businesses and
jobseekers who use
Minnesota’s workforce
services and products;

¢ The network of WorkForce
Centers, colleges and
schools, service providers,
and private organizations
which function as vendors
and service providers;

¢ Managers of, and advisors
to, the portfolio — leaders
from local and state agencies
together with the Governor’s
Workforce Development
Council, Job Skills
Partnership Board, and other
established advisory boards.

What Is the Portfolio?

For the program year ending
June 2002, we brought $307
million into Minnesota in
federal resources and
committed another $139
million in state resources in
support of services to
businesses and jobseekers
throughout the state. These
investments support job
placement, skill training,
business development, and
other services that reach
nearly 734,000 jobseekers
and employers.? The state’s
workforce investment portfolio
touches hundreds of
individuals, privately operated
businesses and nonprofit
organizations as well as local
government agencies which
serve as local partners and
service providers.

Detailed information about
specific programs in the
portfolio can be found in
Minnesota’s Inventory of
Publicly- Funded Workforce
Development Programs often
commonly referred to as the
“Gunther Report”. This
document, recently updated
by the MDES Policy, Planning
and Measures Office for the
GWDC, contains valuable
information about the
purpose, scope, funding, and
outcomes for the programs
that make up Minnesota’s
workforce portfolio. (The full
Inventory is available online at
www.gwdc.org)




Number and Funding of Programs, by Broad Program Type (PY 2001) (Figure 1)

Number of Number of

Broad Program Type ) Federal Funding State Funding Total Funding Individuals
rograms
Served

Education 4 $5,892,885 $48,180,853 $54,073,738 102,672
Employment 22 $150,709,297 $41,287,187 $194,196,484 299,536
Job Training 27 $100,336,634 $46,896,310 $148,390,578 98,477
Employer 9 $2,820,348 $14,573,000 $40,125,446 21,802
Wage Replacement 3 $37,855,000 $0 $37,855,000 216,540
Workforc;e Development 5 $9.902,900 $0 $9.902,900 0
Information
Other Support 1 $0 $0 $0 0
Totals 7 $307,517,064 $139,257,350 $472,864,146 733,964

Excerpted from MN Inventory of Publicly-Funded Workforce Development Programs

What Are the Portfolio’s
Objectives?

In 2001, the GWDC
introduced Getting To
Preeminence — a document
that identified the challenges
facing Minnesota in our quest
to become the “preeminent”
state in the nation in growing
skilled workers and productive
employers — and facilitating
matches among them.
Getting To Preeminence
defined three challenges that
can be viewed as the three
goals of Minnesota’s

workforce investment portfolio.

1) Meeting the broad need for
more workers with more skills
in Minnesota’s economy;

2) Helping Minnesotans
advance in their careers and
earn more; and,

3) Continuing to build a
“system” that efficiently and
effectively helps both
employers and jobseekers.

The GWDC believes these
challenges remain relevant for
the 2003-05 biennium. The
Council anticipates updating
the “Preeminence Minnesota”
strategies for the 2003-05
biennium.

Il. 2002 ECONOMIC
CONTEXT

Key elements of Minnesota’s
economy in 2002 include: °

¢ An unemployment rate that
reached 4.2% in 2002
(preliminary), the highest
since 1993, still lower than the
national average at 5.8%.

¢ Initial Claims for
Unemployment Insurance (Ul)

Benefits — a proxy for the
number of layoffs — remained
at last year’s high level
through 2002.

¢ Minnesotans continue to
enjoy relatively high average
annual pay: At $36,585,
Minnesota’s average annual
pay is the 10th highest
nationally. However, at 3.3%,
pay growth from 2000 to 2001
was the lowest annual
increase since 1993. This
placed Minnesota at number
19, tied with two other states.

¢ As of fourth quarter 2002,
there are twice as many
unemployed people as job
vacancies statewide
compared to one year earlier.4

¢ Since the beginning of the
2001 recession, the state lost
close to 80% of the 46,000




manufacturing jobs added
during the 1990s.

¢ Despite some positive
signs, the economic recovery
is quite fragile in Minnesota.
Because jobs are still difficult
to find, the Ul Benefits
exhaustion rate remains high:
many people who have been
laid off are failing to find a job
by the time their
unemployment runs out. In
January 2003, federal
policymakers passed an
extension of Ul benefits and
are considering additional
benefits to support
jobseekers.

More information is available
at: www.mnwfc.org/Imi and

www.mnplan.state.mn.us/demo

graphy/PopNotes/Laborforce00

/Labor Force Popnote.pdf

lll. STRENGTHENING THE
PORTFOLIO AND
MEASURING PROGRESS

During 2002, several efforts
strengthened Minnesota’s

leadership, service delivery,
and accountability structures
at the local and state levels.

area. These two regions have
gathered community-wide
business, demographic, and
labor market data, and
presented it to local leaders.
In both cases, it has catalyzed
discussion about vision and
direction among stakeholders
and laid the ground work for
more focused service delivery
changes in the future. More
information about the scans is

available at www.gwdc.org

Connected to the regional
scans, the Metro Workforce
Board began a renewed effort
to convene leaders from Local
Workforce Councils in the
seven-county metro area and
have taken the first steps to
work more closely with metro
area MnSCU campus leaders.
The regional scans, as
mentioned above, will be a
base of information for use by
partners in developing their
next collaborative steps.

In many other areas, local
leaders have come together to
strengthen their collective
voice on matters of concern
across counties and other
political boundaries.
Southeast Minnesota hosted

its third annual workforce
development conference,
focusing on the critical issues
of literacy and culturalization.
Southwest Minnesota hosted
a summit on the future of that
region. These are just some
examples of local leadership
moving ahead to promote
strategic vision and common
action for local workforce,
economic development, and
education among many
stakeholders.

At the state level several other
efforts are underway to
strengthen the portfolio. In
2001, the Governor and
Legislature created a high-
level team to make
recommendations about how
to better integrate workforce
and economic development
efforts throughout the state.
Following those
recommendations (see
Putting It All Together at
www.mntransition.orq), the
Ventura Administration
completed a framework for
statewide regional convening
that has been passed along to
the Pawlenty Administration
for consideration.

Since 2001, the GWDC has
invested in consulting
services for Local
Workforce Councils to
address organizational
development, leadership,
and local planning efforts,
which have led to
transformations in about
half of the Councils. Other
local initiatives include the
regional scans by
Stearns/Benton Counties
and the Twin Cities metro
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of Economic Security (MDES)
Office of Policy, Planning, and
Measures. During the past
year, our WorkForce Centers
statewide have held steady in
customer satisfaction and
have remained at a level
commensurate with the
average score for the general
American Customer
Satisfaction Index (ACSI) —
meeting or exceeding scores
of many maijor private
businesses. (Figure 2)

The WorkForce Center
Strategic Plan completed by
the GWDC at the request of
the 2001 Legislature is
another statewide initiative to
strengthen the WorkForce
Center infrastructure. This
plan includes the development
of an ongoing credentialing
process that builds on a
foundation of basic customer
service principles and gives
Local Workforce Councils a
guide for pursuing a
continuous improvement
process for the WorkForce
Centers in their area. More
information about the effort
and the completed

plan is available at #5000

employment and training
programs® and the MDES
Policy Planning, and
Measures Office meaningful
“system measures” that look
across state and federally
funded programs to assess
the value and impact of
Minnesota’s workforce
portfolio. Both of these efforts
are in the beginning stages
and will eventually be linked to
the WorkForce Center
credentialing process.

IV. LOOKING AHEAD:
CHALLENGES TO
PREEMINENCE

For the workforce investment
portfolio to continue providing
a valuable return on
Minnesota’s investment, we
must continue to address our
three challenges: long-term
labor and skill shortages;
strengthening Minnesotans’
career and income
progression; and building a
more effective system from a
collection of programs and
services.

Long-Term Labor Shortage (Figure 3)

Quantifying Our Challenges:
More People with More Skills

Current employment and
demographic projections
clearly point to a long-term
labor shortage. Projections of
working age adults are
smaller than projections of
jobs available. (Figure 3)

¢ Roughly 85% of
Minnesota’s workforce in
2005 will be people who are
working today and by 2010,
roughly 40% of Minnesota’s
workforce will be 45 years of
age or older.®

¢ The total number of jobs in
Minnesota is projected to
reach almost 3.3 million by
2010, increasing by almost
400,000 jobs, between 2000
and 2010. This 13.1% gain in
jobs compares to only a 12%
projected gain in the
workforce over the same
period. Once the economy
picks up, we can expect to
see workforce shortages
again.”

www.gwdc.org.
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Other statewide
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ENDNOTES

' MN Statutes, Chapter 268.665, Subdivision 3(b), (c), (d), (h), (k), and other relevant sections.

2 Summary program information is generally drawn from the last complete program year (July 2001 through
June 2002). Detailed program information is summarized here from the recently updated Inventory of
Publicly-Funded Workforce Development Programs, prepared by the MDES Office of Policy, Planning &
Measures for the Governor’'s Workforce Development Council. The complete inventory is available at

www.gwdc.org.

® Much of the text in this section was originally drafted by the Office of Research and Statistics, MN
Department of Economic Security. It is used here by permission of the authors.

* The Minnesota Job Vacancy Survey, second quarter 2002, reveals that, compared to one year earlier, the
number of job vacancies dropped 41%.

® More information is available at: www.dted.state.mn.us/mjsp-perf-f.asp

® Hazel Reinhardt, Summit on Minnesota'’s Economy, September 20, 2000

" Minnesota Job Outlook, 1998 - 2008, Office of Research and Statistics, MN Department of Economic
Security (data updated)

® These figures are not exactly comparable because of the introduction of the new multiple race option in the
2000 census. For a complete analysis, see “2000 Census Shows a More Racially and Ethnically Diverse
Minnesota,” Martha McMurry, Population Notes, State Demographic Center, MN Planning, May 2001.
www.mnplan.state.mn.us/Report.html?ld=1127

° Minnesota's Most Marketable Skills: The Contribution of Occupational Skill Requirements to Wages and
Employment Growth, February 2000, Office of Research and Statistics, MN Department of Economic Security

'% James Stone, Director of the National Research Center for Career and Technical Education documents that
in a cohort of 100% of entering 9" graders, only 22% will be work bound with a college degree. Stone notes
that we do little to ensure that the balance of the cohort (78%) are prepared for work and/or have access to
other preparatory programs and services. It is important to note that providing access to such services does
not discourage kids from continuing in school, but reflects the reality that many do not. For more information,

see www.nccte.org.

" Minnesota ranked ninth among states in 2000 with per capita personal income at $31,935 relative to the
national average of $26,469. “State Rankings 2002”, Office of Research and Statistics, MN Department of
Economic Security.

'2 Many advocates suggest that the poverty line is no longer a valuable measure of who is living in poverty.
For additional national perspective, see “Drawing the Line on Poverty” by Deepak Bhargava and Joan
Kuriansky, Washington Post National Weekly Edition, September 23-29, 2002. There has also been
substantial work by Minnesota-based groups to define an “adequate” cost of living for Minnesota families. For
more information, see www.jobsnowcoalition.org.

'3 Several studies of specific job training programs/strategies are reviewed and analyzed in “Skills Training
Works: Examining the Evidence”, Whitney Smith, Jenny Wittner, Robin Spence, and Andy Van Kleunen, The
Workforce Alliance, 2002. Many program results show that skills training does increase annual earnings for
participants well beyond what similar jobseekers gain without training.

'* Results from an informal “straw poll” of attendees at the “Making Work Work” Conference held February
2002 in Saint Paul. For more information, see conference summary, “Making Work Work: The Future of
Workforce Development and Low-Wage Workers” produced by Wilder Research Center.

'° Business forum: “Have manufacturing jobs in Minnesota peaked?”, Dave Senf, Star Tribune, January 19,
2003

'® Specific examples worth exploring further include those in Indiana, Kentucky, and Michigan. It may also be
possible to link economic clustering with the promotion of tax-free zones initiated by Governor Pawlenty.




