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United States Department of Labor

s | look back over the events and challenges faced by our Nation and the

Department of Labor during 2003, I am proud of our accomplishments and excit-

ed about the foundation we are preparing for the future American worker. Not

only does this year’s annual report theme — A Competitive Workforce for a Global

Economy — describe our current efforts to advance the Nation’s prosperity in a
dynamic world order, but it also serves to focus where we must put our energies in the
years ahead. With the publication of the Department’s FY 2003 — 2008 Strategic Plan, we
have formally articulated the importance of A Competitive Workforce as a fourth strategic
goal. This goal complements our other goals — A Prepared Workforce, A Secure
Workforce, and Quality Workplaces — by seeking to identify the emerging changes in our
economy, the implications for our Department, and the initiatives we must develop to
meet the demands for a skilled and productive workforce in the 21st Century.

The events of September 11, 2001 and their aftermath continue to have profound effects
on the Nation and the Department. The continuing military presence in Afghanistan, the
war and reconstruction of Irag, and other commitments around the globe mean that large
numbers of Reserve and National Guard service members along with the regular troops
have been called away from their families and normal work lives and thrust into the diffi-
cult and dangerous environment of their military duties. The Department stands ready
to support them and their families so that their return to civilian jobs is not impeded, to
assist the newly separated and current veterans in finding quality employment, and to
provide effective employment services to military spouses. We are proud of the many
men and women who protect our freedom while serving on the front line in the war on
terrorism. We are committed to ensuring their rights and connecting them with employ-
ers eager to tap their dedication, talent, and skills.

A strong national economy depends, in part, on preparing workers to be qualified job
candidates possessing skills that are relevant to the needs of today’s employers. Just as we
want No Child Left Behind because of an inadequate education, we at the Department of
Labor want to make sure no worker is left behind. My commitment for the Department
is to help all of the Nation’s workers secure long-term, productive employment. Our
challenge is to provide effective programs that cover a wide spectrum of job seekers,
including those with the necessary job qualifications as well as those with special needs
such as the disadvantaged, people with disabilities, veterans, disadvantaged youth, and
those who have lost their jobs.

America’s economy will maintain its competitive edge in the global marketplace with a
workforce equipped to perform within the dynamics of new technologies, increased mar-
ket-place competition, and changing labor markets. The Department has a leadership
responsibility that emphasizes: supporting a strong academic foundation for workers;
better understanding the needs of workers and employees; working with training
providers to identify or create training to meet employer needs; testing and implementing
innovative options; and expanding the role of faith-based and community organizations to
equip Americans in need of finding and sustaining employment.



Secretary’s Message

Strengthening the Nation’s competitive position in the world economy also requires that
we give employers the assistance and flexibilities to operate efficiently while maintaining
strong worker protections. The Compliance Assistance Initiative we instituted last year
continues to grow and is a key strategy for the Department.

One simple, yet effective approach we have taken is to translate our publications and our
web sites into multiple languages as well as having interpreters to assist non-English
speakers who call the Department’s telephone center for information. The Nation’s
workforce is becoming ever more diverse, and we cannot afford to deny access to impor-
tant workplace information because of language barriers.

Providing information and assistance to employers and workers in conjunction with fair
enforcement yields multiple benefits. For example, in work place safety and health, when
workers stay healthy and whole, businesses and employees prosper. As a result of improved
safety and health programs, employers experience lower workers’ compensation insurance
costs, reduced medical expenditures, smaller expenditures for return-to-work programs, fewer
faulty products, increased productivity, increased quality, higher morale, and reduced turnover.
DOL’ recent investment in compliance assistance tools, programs and partnerships for well-
intentioned employers, coupled with increased enforcement activity that targets repeat offend-
ers, has resulted in the lowest rates of workplace injuries and fatalities ever recorded.

One of the highest priorities for the Department is providing retirement security for
America’s workers. Integrity in the management and administration of pension and
health plans is fundamental to the success of our voluntary system of employment—based
benefits. Employees, beneficiaries, and their families trust that employers and plan offi-
cials meet their responsibilities and expect the Government to act when laws are broken.
The Department is bringing the full weight of enforcement against companies and plan
fiduciaries that harm the retirement security of workers.

Since the announcement of the President’s Management Agenda in 2001, we continue to
make solid progress in implementing its five Government-wide initiatives: Strategic
Management of Human Capital, Competitive Sourcing, Improved Financial Performance,
Expanded Electronic Government, and Budget and Performance Integration. DOL is also
one of the departments selected to participate in the Faith-Based and Community Initiative of
the President’s Management Agenda. While we are among the leaders of Cabinet agencies —
with status scores of Yellow for four of the five Government-wide initiatives, and progress
scores of Green for the same four initiatives — we recognize the areas needing improvement
and have the plans in place to achieve them.

In the area of Human Capital, | want to ensure that we have an effective succession plan in
place to prepare those rising through the ranks to fill critical positions as senior managers retire.
As part of this effort we have initiated a Masters in Business Administration Fellows Program to
recruit and develop new employees for future management positions requiring advanced busi-
ness skills. The Department also continues to refine its Budget and Performance Integration.

Annual Report 6
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To increase our ability to provide decision-support for the Department, the Chief Financial
Officer is investing in upgrades to its financial data system and developing a managerial cost
accounting system. The Chief Financial Officer is investing in a new core financial management
system that will re-engineer business processes to get the right information to the right people at
the right time. In the Information Technology area, we are working toward consolidating all
DOL agency requests in support of Expanded E-Government.

Just as publicly owned companies are accountable for their financial results, performance
and financial data presented in this report comports with guidance from the Office of
Management and Budget with respect to completeness and reliability. The Department’s
managers routinely use the performance information and financial data summarized in this
report to improve internal management accountability for program accomplishment and
improve the quality of DOL services to the piblic. There are two exceptions: Data for
Performance Goals 1.1B and 1.1E (Public Labor Exchange) are considered incomplete
because of transition to a new measurement and reporting system that delays receipt of
employment and retention outcome information until Program Year 2003 (reporting in the
DOL FY 2004 report). Data for Performance Goal 1.2C (Youth Opportunity Grants) are
considered incomplete because older youth employment and retention rates are available
for participant outcomes associated with only half of the grantees. More complete expla-
nations of these issues and discussions of the Department’s plans are contained in the
respective performance goal narratives.

The Federal Financial Management Improvement Act of 1996 (FFMIA) requires agencies
to implement and maintain financial management systems that are in substantial compli-
ance with OMB Circular A-127, Joint Financial Management Improvement Program
(JFMIP) requirements, Federal accounting standards, and the United States Government
Standard General Ledger (SGL) at the transaction level. All Department of Labor financial
management systems substantially comply with FFMIA.

The Federal Managers’ Financial Integrity Act of 1982 (FMFIA) requires the Secretary to
report to the President and the Congress on the adequacy of management controls in safe-
guarding resources. Based on the unqualified opinion, audit results and quarterly and year-
end assurances given by the agency officials and other pertinent information, the Department
of Labor’s accounting systems and internal controls comply with the provisions of the FMFIA.

I hope this Annual Report for FY 2003 is helpful in providing a clear picture of what the
Department strives to achieve and an assessment of how well we have done. The Department
of Labor may have diverse missions and many program objectives, but in everything we do a
single core value drives our work: to help workers and their families share in a strong
America through better wages, secure pensions and health benefits, and expanded economic
opportunities while fostering safe and healthful workplaces that are free from discrimination.

LK Chas

Elaine L. Chao
Secretary of Labor



The Department of Labor promotes the welfare of the job seekers, wage earners, and
retirees of the United States by improving their working conditions, advancing their
opportunities for profitable employment, protecting their retirement and health care ben-
efits, helping employers find workers, strengthening free collective bargaining, and track-
ing changes in employment, prices, and other national economic measurements.

We will promote the economic well-being of workers and their families; help them share
in the American dream through rising wages, pensions, health benefits and expanded
economic opportunities; and foster safe and healthful workplaces that are free from dis-
crimination.

The Department of Labor is organized into major component agencies, each headed by
an Assistant Secretary or Commissioner who administers the various statutes and pro-
grams for which the Department is responsible. These programs are carried out through
a network of regional offices and smaller field, district, and area offices, as well as
through grantees and contractors. The largest program agencies are Employment and
Training Administration (ETA), Employee Benefits Security Administration (EBSA),
Employment Standards Administration (ESA), Occupational Safety and Health
Administration (OSHA), Mine Safety and Health Administration (MSHA), Bureau of
Labor Statistics (BLS) and the Pension Benefit Guaranty Corporation (PBGC), an inde-
pendent Federal corporation. The entire DOL organization chart and agencies’ missions
are in Appendix 1.

Mission, Vision and Organization

Annual Report 8



Management Discussion and Analysis

9

United States Department of Labor

This report, prepared in accordance with the Reports Consolidation Act of 2000, presents
the results of the Department of Labor’s (DOL) program and financial performance for
FY 2003. Itis divided into four major sections:

The Annual Performance Report conveys, through data, analyses and examples, progress
in achieving the Department’s goals. The appendices provide additional details and
explanatory materials supporting the program results.

The Financial Performance Report demonstrates our commitment to effective steward-
ship over the funds DOL receives to carry out the mission of the Department, including
compliance with relevant financial management legislation.

The Audit Report and Financial Statements are provided in their entirety. The Audit
Report is an independent opinion on the Financial Statements provided by the
Department’s Office of Inspector General.

The Management and Performance Challenges section of this report summarizes the top
management issues identified by the Department’s Inspector General and the
Department’s progress and plans to meet these challenges. Both the Annual
Performance Report and the Financial Performance Report discuss these challenges in
detail, where they apply to specific performance goals and financial issues.

A summary of each of the four sections follows.

This marks the fifth year that the Department of Labor has reported program results
under the Government Performance and Results Act (GPRA). Goals that are key to the
accomplishment of Departmental strategic goals were selected from individual DOL
agency plans for inclusion in the Department’s Annual Performance Plan, providing a
basis for assessing the Department’s effectiveness.

DOLs annual report includes performance goals from two different annual plans because
some goals are tracked on a cycle that differs from the fiscal year (FY). Many of the
Employment and Training Administration’s programs are funded on the basis of a Program
Year (PY) that begins nine months later than the fiscal year — in this case, July 1, 2003 vs.
October 1, 2002 - so their performance data lag as well. Although, for funding reasons, pro-
gram year goals appear in the same plan as fiscal year goals, their reports are staggered. This
report covers PY 2002 and FY 2003 goals; PY 2003 goals will appear in the FY 2004 report.

The Department’s goal structure has three levels. Strategic goals describe outcomes that
emerge from the Department’s mission. Each of these goals in turn has several outcome
goals that define general results DOL agencies can influence. These are long-term
objectives that in most cases involve more than one DOL agency. Finally, performance
goals that support each outcome goal provide program-level clarity of purpose. Each has
associated indicators and targets to measure our impact on a continuous basis.

The report is organized by strategic goal. Appendices 2 and 4 provide summary and
detailed performance goal information, respectively.
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Of the 36 performance goals presented in the FY 2003 Annual Performance Report (28
program goals plus 8 management goals), the Department achieved 18, substantially
achieved 5 and did not achieve 12. One goal (1.1E) was not measured due to the imple-
mentation of a new measurement and reporting system. Therefore, the following results
discussions are based on the 35 measured goals. The percentage achieved or substantially
achieved totals 66 percent. In FY 2002, the Department achieved or substantially achieved
74 percent of its goals. The assessment category of substantially achieved recognizes results
that were very close (i.e., 80 percent of targeted year-on-year improvement). A list of all
performance goals appears in Appendix 2; it identifies the responsible DOL agency, the
goal statement, assessment of results and period of measurement for each goal.

A tally of goals achieved, while providing a quick indication of whether DOL is on sched-
ule with its plan, does not convey any actual performance information. To understand
what was achieved in terms of benefits to the public, it is necessary to look not just at
whether targets were reached, but also at how observed results compare with historical
trends. Several examples from FY 2003 illustrate how the Department uses performance
measurement to set goals and to provide feedback on which strategies are working. The
first two are success stories; the third indicates changes are in order:

o Performance Goal 1.2A (Workforce Investment Act Youth programs) — Diploma
attainment for youth ages 14-18 rose steadily from 34.7 percent in Program Year
(PY) 2000 to 54.6 percent in PY 2002 (ending June 30, 2003). Employment
retention — youth ages 19-21 still at work in the same job after 6 months — reversed
a slight dip from 76.9 percent in PY 2000 to 75.0 percent in PY 2001 with a sharp
rise to 80.1 percent this year. The Department achieved these results due to extensive
training and technical assistance to previously under-performing States and local
workforce investment areas. This training assisted States to tailor their performance-
improvement strategies based on their specific needs and deficiencies.

o Performance Goal 2.2D (Pension Benefit Guaranty Corporation) — Just five years
ago, beneficiaries of defined benefit plans taken over by PBGC had to wait almost
six years for an official determination of their benefits. The wait has been dramatically
reduced to just over two years in FY 2003. PBGC achieved this remarkable
improvement in the face of soaring workload by working earlier and more closely
with plan sponsors and skillfully taking advantage of new technology.

o Performance Goal 2.3B (Trade Adjustment Assistance) — Trends for employment,
retention and earnings replacement are down for the second consecutive year. In
FY 2001, the employment rate for workers dislocated by trade policy and participating
in this program was 66 percent; by FY 2003, the rate dropped to 62 percent. Over
the same period, retention dropped from 90 percent to 84 percent and earnings six
months after exit dropped from 88 percent of pre-dislocation wages to 75 percent.
The Trade Adjustment Assistance program will join the Department’s other employment
and job training programs in adopting common measures in FY 2004. This will
completely align Trade Act Program measures with those for the WIA Dislocated
Worker Program, which achieved success in both employment rates and job retention
rates for program participants in Program Year (PY) 2002.

Annual Report
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Details regarding each of these programs can be found in their respective narratives in
the Annual Performance Report section. Other narratives do not tell stories as dramatic
as these, but all are informative in demonstrating how we track progress in accomplishing
our mission and adjust our strategies accordingly.

DOLs three strategic goals — A Prepared Workforce, A Secure Workforce,

and Quality Workplaces — articulate the challenge of helping every American prosper
through participation in the workforce. They have served to focus DOL staff on the links
between activities and their higher purpose. The table below indicates FY 2003 program
performance goal achievement by strategic goal.

DOL Strategic Goal Achieved Substantially Achieved Not Achieved Total
10
8
9
Total 12 5 10 2

* The eight management goals excluded from this table are discussed in the Departmental Management Goals section.
DOL achieved six of them and did not achieve two.

The Department’s recently published FY 2003-2008 Strategic Plan introduced a fourth
strategic goal — A Competitive Workforce — that augments the existing strategic goals by
explicit recognition of the need to evaluate and respond to trends in labor markets so that
workers are prepared to fill the jobs of tomorrow. Due to the timing of performance
plans, budgets and reports, this goal and its associated outcome and performance goals
will not be reported on until FY 2004. The shift in emphasis is already taking place, how-
ever, in many programs across the Department.

Costs devoted toward achieving the Department’s strategic goals are dominated by the
second goal, A Secure Workforce, for which net costs in FY 2003 amounted to $60 billion.
Of this amount, $53.4 billion represents benefit payments to unemployed workers funded
primarily through employer-paid insurance taxes. The first goal, A Prepared Workforce,
required $7 billion (10 percent of total net costs). The $7 billion was spent mostly in the
form of grants to States and other organizations to offer job training and a host of
employment-related services to assist workers to improve their skills and obtain produc-
tive, long-term employment. Less than $1 billion (1 percent) went toward the third goal,
A Quality Workplace, to fund direct services (such as salaries of Federal employees)
aimed at improving safety and health in the workplace.*

! Net cost data is presented. Net Cost reflects the full cost of each program as assigned by DOL entities to the
Department’s outcome goals less any exchange revenue earned. Full cost consists of (a) both direct and indirect
costs, and (b) the costs of identifiable supporting services provided by other segments within the reporting enti-
ty and by other reporting entities.
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DOL Program Costs (Millions of Dollars)

Goal FY 2001 FY 2002 FY 2003
Strategic Goal 1: A Prepared Workforce $6,346 $6,934 $6,923
Outcome Goal 1.1 — Increase Employment, Eamings and Assistance 3,212 3,596 3433
Outcome Goal 1.2 — Increase the Number of Youth Making A Successful 2,671 2,829 2,957
Transition to Work
Outcome Goal 1.3 — Improve the Effectiveness of Information and Analysis 463 509 533
On The U.S. Economy
Strategic Goal 2: A Secure Workforce 35,189 57,005 59,969
Outcome Goal 2.1 — Increase Compliance With Worker Protection Laws 299 350 213
Outcome Goal 2.2 — Protect Worker Benefits 33,834 54,993 57,718
Outcome Goal 2.3 — Increase Employment and Eamings for Retrained Workers 1,056 1,662 1,978
Strategies Goal 3: Quality Workplaces 885+ 949 992
Outcome Goal 3.1 — Reduce Workplace Injuries, Ilinesses, and Fatalities 724 781 815
Qutcome Goal 3.2 — Foster Equal Opportunity Workplaces 108 17 118
Outcome Goal 3.3 — Reduce Exploitation of Child Labor and Address Core 45 51+ 58**
International Labor Standards Issues
Costs Not Assigned to Goals 41 48 44

Total (may not be equal to sum of individual goal totals due to rounding) $42,460 $64,936 $67,928

* Includes $8 million for a fourth outcome goal that was discontinued after FY 2001.
** These figures do not match those in the Consolidated Statement of Net Costs by Outcome Goal. For an
explanation, see the footnote to the Program Cost section of Outcome Goal 3.3 introduction.

Below is a breakdown, by strategic goal, of performance goal achievement and develop-
ments deemed most significant in terms of outcomes.

Strategic Goal L — A Prepared Workforce

Of 10 performance goals measured, DOL achieved four (40 percent), substantially
achieved one (10 percent), and did not achieve five (50 percent). One goal was not meas-
ured. The total achieved and substantially achieved (50 percent) is below the
Department wide average of 63 percent. A close look at the performance indicators for
each goal will reveal that most of the goals that were not achieved are tied very closely to
the labor market, which continued to suffer from high unemployment in FY 2003. This
adversely affected 9 of the 11 programs, most of which have employment, retention, and
earnings indicators to measure their performance.

While we were certainly disappointed at not making as much progress as we had planned,
there were notable successes in FY 2003 in DOL’s effort to prepare America’s workforce.
For example, the Workforce Investment Act (WIA) Adult program increased employ-
ment rates of its participants to 74 percent and retention rates to 84 percent; over 60 per-
cent of Homeless Veterans Reintegration Project participants successfully entered
employment; and the diploma attainment rate for 14-18 year old participants in the WIA
Youth program (55 percent) was above target, as were employment (67 percent) and
retention rates (80 percent) for 19-21 year olds.

2003 Annual Report
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In FY 2004, DOL will implement the common measures for federal employment and job
training programs — entered employment rate, retention rate, and earnings increase for
adult programs, and entered employment/education attainment of degree or certificate,
and literacy and numeracy gains for youth programs. To help maintain our Nation’s eco-
nomic competitiveness in the years to come, DOL will focus on supporting a strong aca-
demic foundation for workers, better understanding the needs of business, working with
training providers and employers on new curricula and apprenticeship programs, and
expanding cooperation with faith-based and community organizations.

Strategic Goal 2 — A Secure Workforce

Of eight performance goals, DOL achieved one (12 percent), substantially achieved four

(50 percent), and did not achieve three (38 percent). The total achieved and substantially
achieved (62 percent) is slightly below the Departmental average. Two of the three goals
that were not achieved are associated with employment and training programs similar to

those discussed under Strategic Goal 1 that were unable to overcome macroeconomic trends.

Significant achievements of the Department in FY 2003 related to workers’ security
were a 69 percent corrected violations rate in pension and health benefit civil cases; a
dramatic reduction (from 3.3 years to 2.2 years, on average) in processing of benefit
determination notifications to participants in pension plans taken over by the Pension
Benefit Guaranty Corporation (PBCG); and continued increases in WIA Dislocated
Worker employment and retention rates (to 82 percent and 90 percent, respectively).

New strategies for continuing progress in this area include further improvements in com-
pliance assistance, better targeting of enforcement efforts, educational outreach to
employees, technical training of State partners (especially on prevention and detection of
erroneous payments), and full utilization of One-Stop Career Centers to accelerate re-
employment of dislocated workers.

Strategic Goal 3 — Quality Workplaces

Of nine performance goals, DOL achieved seven (78 percent) and did not achieve two
(22 percent). This is significantly higher than the Department’s average for achieved and
substantially achieved (66 percent).

Workplaces became safer, healthier and fairer in FY 2003, thanks in part to the
Department’s programs. A few of the improvements we measured were a reduction in the
mine industry injury rate to 4.27 incidents per 200,000 hours worked; reductions in occu-
pational injury and illness rates in all five designated high-hazard industries; a large drop in
the incidence of discrimination among federal contractors to just 1.2 percent of those eval-
uated; and the saving of 79,769 children from exploitative labor in foreign countries.

DOL strategies for further improvement of working conditions for Americans are review
of enforcement targeting policies, expansion of preventive practices education efforts,
formation of more safety program alliances with businesses, promotion of model recruit-
ing methods, and partnering with employers and trade associations to provide compliance
assistance on equal employment opportunity and anti-discrimination issues.
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Reporting Performance Results
The Annual Performance Report presents, by strategic goal, summaries of perform-
ance at each level. Each strategic goal section is introduced by an overview of the
goal, its component outcome goals, results for FY 2003 and near term outlook/plan
highlights. Outcome goal introductions follow a similar format, adding information
on net costs. Finally, each individual performance goal is discussed in some detail,
including the following:

o A description of the program

« Results and analysis of performance

o Strategies employed

« Management Issues (data quality, management challenges and program evaluations/audits)

« Planned changes based on performance results.

The following appendices provide supporting information:

o Appendix 1 presents the organizational chart for the Department.

o Appendix 2 lists, by performance goal, which DOL agency is responsible for the
programs, whether or not the goal was achieved and the measurement period - FY,
PY or CY (Calendar Year).

o Appendix 3 provides information about significant evaluations of DOL programs
completed by DOL agencies’ contractors, DOL’s Office of Inspector General (OIG),
the U.S. General Accounting Office (GAQ), and other organizations during FY 2003.

o Appendix 4 contains detailed supporting information for each performance goal,
such as performance indicators, historical results, data sources, and baseline data.

o Appendix 5 is the glossary of acronyms used in this document.

o Appendix 6 is a list of Internet links that provide additional information on selected subjects.

Sound financial management provides the foundation of the President’s Management
Agenda to attain fundamental changes in the effectiveness and efficiency of govern-
ment. In keeping with the President’s goals, the Department of Labor continued its
outstanding performance in financial management during FY 2003. All financial sys-
tems at the Department maintained substantial compliance with the Federal Financial
Management Improvement Act of 1996 (FFMIA). Thus, DOL financial systems sup-
port full disclosure of the costs of the Department’s programs and activities. In addi-
tion, the Department continued to comply with the Federal Managers’ Financial
Integrity Act (FMFIA), indicating that the Department’s accounting systems and inter-
nal controls were sufficient to safeguard the resources entrusted to the Department.
No material weaknesses were found in the audit of the Department’s FY 2003 financial
statements. However, in their report on compliance with FFMIA, the Office of
Inspector General concluded that DOL substantially complied with the requirements
of the Act except for compliance with the Managerial Cost Accounting Standard.

The Department of Labor has made a significant commitment to reducing the number
and amount of erroneous payments made by Agency programs and activities and detect-
ing and recovering those that have occurred. The Unemployment Insurance (Ul)
Program paid approximately 165 million claims in FY 2003, totaling nearly $42.3 billion.
Management estimates that about $4 billion of this total were over or under paid for vari-
ous reasons, and that only $2.2 billion of these are detectable and recoverable in a cost

Annual Report 14
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effective manner. The Ul program currently detects about 56 percent of these
detectable erroneous payments, and projects that the percentage of overpaid claims
detected and established for recovery will increase by 3 percent in fiscal year 2004. This
projected improvement will result from increased use of the Benefit Accuracy
Measurement data, increased program risk assessments, and overall improvements in
program integrity such as greater use of the New Hire cross-match to detect claimants
that have returned to work but still claim Ul benefits. The Unemployment Insurance
Program continues to develop work plans to improve program integrity and reduce over-
payments by developing and implementing a new operational definition of Ul overpay-
ments and promoting the use of data exchange with other Federal entities.

The Office of the Chief Financial Officer (OCFO) plans to perform an annual review of
all Agency programs and activities susceptible to erroneous payments. Risk assessments,
internal control reviews, and detailed data analysis techniques will assist in the detection
of payment errors. The OCFO will work with Program Agencies to identify a plan of
action to reduce improper payments, perform ongoing monitoring techniques and con-
duct recovery audit activities.

For the seventh consecutive year, the Department’s Office of Inspector General issued an
unqualified or “clean” audit opinion on DOL’s annual financial statements. This inde-
pendent assessment provides assurance that the money managed by the Department is
accounted for properly.

The principal financial statements in this report summarize DOL’s financial position, net
cost of operations and changes in net position; provide information on budgetary
resources and financing; and present the sources and disposition of custodial revenues for
fiscal years 2003 and 2002. Highlights of the financial information presented in the prin-
cipal financial statements are shown below:

Net Cost of Operations

The total net cost of DOL operations in FY 2003 was $67.9 billion, a four percent
increase over the prior year. The continued economic downturn during FY 2003 caused
a $2.5 billion increase in unemployment claims, increasing DOL operating costs during
the year. As seen in the chart below, income maintenance — unemployment checks paid
to individuals who are laid off or out of work and seeking employment — comprise the
major portion of DOL costs. Income maintenance also includes payments to individuals
who qualify for disability payments due to injury or illness suffered on the job.
Employment and Training programs comprise the second largest cost. These programs
are designed to help individuals deal with the loss of a job, research new opportunities,
find training to acquire different skills, start a new job or make long-term career plans.
The $2 billion in “Other” funds programs to protect worker safety, health, and employ-
ment standards; to safeguard pension and health plan benefits; to provide statistical infor-
mation; and to support departmental management and infrastructure.

Financing
DOLss operations are funded by Unemployment Program employer taxes, appropriations
received, and investment interest earned from various trust funds.
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Financial Position Financing ($B)
Over 99 percent of DOL’ investments are Unemployment Trust Fund investments. :ggg
DOL total assets decreased from $85.6 billion at the end of FY 2002 to $64.8 billion at $40.0
the end of FY 2003 — primarily due to the use of Trust Fund assets for unemployment $30.0
claims. Seventy five percent of DOL assets are invested in U.S. Government securities, $200
compared to 80 percent in FY 2002. Liabilities totaled $13.9 billion and $14.3 billion at $10.0
the end of FY 2003 and FY 2002 respectively, leaving a difference, or net position, of $00 H 2002 A 2003
$50.9 billion and $71.3 billion at the end of each year.

Interest
Appropriations

I Employer Taxes

Limitations on the Principal Financial Statements

As required by the Government Management Reform Act of 1994 (31 U.S.C. 3515 (b)),
the principal financial statements report the financial position and results of operations of
DOL. While the statements have been prepared from the books and records of DOL in
accordance with formats prescribed by the Office of Management and Budget (OMB),
the statements differ from the financial reports used to monitor and control budgetary
resources, which are prepared from the same books and records. The statements should
be read with the realization that they are a component of the U.S. Government, a sover-
eign entity, and that liabilities reported in the financial statements cannot be liquidated
without legislation providing resources to do so.

In October (immediately following the end of FY 2003), DOL’ Inspector General identified
the nine most serious management challenges facing the Department. Each issue is dis-
cussed briefly below, along with Departmental management’s responses. Complete state-
ments are in the section immediately preceding the Appendices.

Unemployment Insurance: Overpayments, Identity Theft Fraud, and Funding

Enhancing the integrity and solvency of the Unemployment Insurance (Ul) system is a
challenge to DOL given the program’s scope and vulnerabilities. The Ul program paid
over $53 billion in income maintenance benefits to workers during FY 2003. These ben-
efits were financed by employer taxes and paid out by states under a Federal framework.
Among the OIG’s continued concerns about the Ul program are its financial stability and
susceptibility to fraud schemes involving identity theft.

The Department is encouraging and funding states to use Social Security Administration
data on-line to prevent overpayments due to misused social security numbers, and to con-
duct cross-matches of benefit payments against the New Hire database.

Integrity of Foreign Labor Certification Programs

The OIG is concerned about demonstrated fraud against DOL labor certification pro-
grams and the integrity of the foreign labor certification process itself. The abuse of
labor certification programs may result in economic hardship for American workers or
the abuse of foreign workers, and the admission of aliens by fraudulent means invites
possible national security risks.
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ETA has held several meetings with OIG, the United States Citizenship and Immigration
Services (CIS), and the Office of the US Attorney General, who provided ETA with sugges-
tions of data and processes that could be included in the new system to enhance fraud
detection. Virtually all of the recommendations were accepted and are being implemented.

Financial and Performance Accountability

In order to manage DOL programs for results and fully integrate budget and perform-
ance as envisioned by the President’s Management Agenda (PMA), the Department
needs timely financial data, a managerial cost accounting system that matches cost infor-
mation with program outcomes, and quality performance data. In addition, the
Department is challenged to obtain quality information from audits conducted under the
Single Audit Act, which cover over 90 percent of the Department’s expenditures, and to
strengthen internal controls on the FECA program.

The Department is aggressively addressing these high priority issues. The Office of the
Chief Financial Officer (OCFO) has begun acquisition of a new core financial system that
meets the 21st century needs of the Department’s financial and program managers.
Additionally, the OCFO has made significant progress in implementing a strategic plan to
use managerial cost accounting to integrate cost and performance information. This initia-
tive will provide decision support to senior executives, meet the daily operational needs of
program managers, and improve the transparency of financial and performance reporting.
With respect to quality performance data, ETA has launched a data validation initiative to
ensure the accuracy of performance data and other program information collected from
states and grantees. ETA implemented a data validation initiative for the Unemployment
Insurance (UI) programs in July 2003 for quarterly Ul reports, The Department shares the
OIG’s concerns about the adequacy of Single Audit Act (SAA) coverage of the Department’s
programs. In FY 2004 and beyond, through the implementation of the Improper Payments
Act, the OCFO will establish increased quality controls over all DOL payments, including
those covered by the SAA.

Information Technology and Electronic Government

The Department will be challenged to prevent unauthorized access to its systems and
networks in an expanding electronic government environment. Likewise, DOL must take
care to adequately plan and manage IT system initiatives that use new technologies as it
strives to deliver high quality services to the public.

DOL has made significant strides in the effectiveness of its Cyber Security Program, resulting
in the proactive use of program management tools such as Plans of Action and Milestones and
an enhanced risk assessment methodology that includes both qualitative and quantitative
risk evaluations. The Department’s Office of the Chief Information Officer (OCIO) is
implementing a comprehensive project management structure employing a rigorous system
developmental life-cycle management process that includes appropriate checks and balances
to ensure projects are being executed according to plan, performance, and budget.
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Security of Pension Assets

DOL administers and enforces Title | of the Employee Retirement Income Security Act
of 1974 (ERISA), which aims to protect the interests of participants in about 730,000 pri-
vate pension plans and millions of health and welfare plans. These pension plans hold
over $4 trillion in assets and cover more than 45 million workers. Enhancing their secu-
rity will involve expanding existing safeguards and enforcing pension protections.

In February 2003, the Employee Benefit Security Administration (EBSA) initiated its
second nationwide review to assess the quality of employee benefit plan audits. This
should be completed in early 2004. Enforcement efforts include continued targeting of
criminal cases using successful means such as analyzing computer data and gathering
information through civil investigations and other less formal methods. Also, DOL is
promoting early detection and prevention of criminal behavior by aggressive outreach
and education campaigns that show consumers how to “police” their own benefit plans.

Workforce Investment Act Reauthorization
WIA needs improvement in areas such as the eligible training provider system, sequence
of services, financial reporting, and youth and dislocated workers activities.

The Department notes that several provisions to the Workforce Investment Act reautho-
rization bills before Congress should help increase training provider participation and
address the sequencing of service issue. A feature of the proposed WIA reauthorization is
consolidation of funding streams for the WIA Dislocated Worker, Adult, and Employment
Service into a single formula grant. Until WIA reauthorization is complete, DOL contends
that policy changes to eligibility requirements for the Dislocated Worker program are inap-
propriate, and should be issued after final legislation is enacted. DOL does not concur with
the OIG recommendation to allow summer youth employment as a stand-alone activity for
particular participants because it is contrary to the original legislative intent to move youth
programming to a comprehensive youth development approach.

Grant Accountability, Performance, and Effectiveness

The Department is challenged to provide accountability for the costs and results in excess
of $10 billion in grants it awards each year, mostly for employment and training activities.
Direct Federal oversight of grants of this type is difficult because a large share of the
funding is passed down through the states to subgrantees and contractors.

ETA has recently introduced the Grants e-management System (GEMS) to provide Federal
Project Officers workload information to track activities throughout the life cycle of each
grant. Additionally, DOL has developed a standardized risk assessment for use in overseeing
grants administered by ETA that will be used to assign a risk level to each grant, identify “at
risk” grants, and assist in prioritization of oversight activities over the coming quarter.

Effectiveness of Mine Safety and Health Programs

While mine fatalities were once again at record lows, MSHA recognizes the need to
address lowering the permissible exposure limits for asbestos, using a more effective
method to analyze fiber samples that may contain asbestos, and to address take-home
contamination from asbestos.
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MSHA intends to issue a proposed rule by May 2004 that will address lowering the Permissible
Exposure Limit for asbestos to a more protective level. MSHA is also currently assessing the
best means to address the issues of fiber sample analysis and take-home asbestos contamination.

Addressing Issues that Require Joint Action with Other Federal Entities

Issues requiring intergovernmental action include: Internal Revenue Service (IRS) over-

charges to the Unemployment Trust Fund (UTF); inadequate guidance concerning pen-

sion plans that underpay participants; the insufficiency of the Black Lung Disability Trust
Fund; and strategic management of human capital.

ETAS target to execute a Memorandum of Agreement with the IRS for ensuring consistent
application of the new cost-allocation methodology for the UTF is January 9, 2004. DOL for-
warded a copy of the OIG report and supporting work papers on the pension issue to the IRS
for its review and comments and is currently awaiting IRS’ response. Proposed legislation
restructuring the Black Lung fund’s indebtedness and extending the current excise tax rates
until the debt is repaid was revised and is pending transmittal to Congress. Finally, DOL is
implementing new flexibilities that have been made available by the Office of Personnel
Management (OPM) to maximize our ability to attract and retain qualified employees.

The President’s Management Agenda (PMA) continues to guide improvements to the
Department’s business practices through implementation of processes designed to create
a government that is:

« Citizen-centered, not bureaucracy-centered,;

o Results oriented, not output oriented; and

o Market based, actively promoting rather than stifling innovation through competition.

The agenda includes five government-wide initiatives: Strategic Management of Human
Capital, Competitive Sourcing, Improved Financial Performance, Expanding Electronic
Government, and Budget and Performance Integration. DOL is also one of the depart-
ments selected to participate in the Faith-Based and Community Initiatives. The
Administration regularly assesses all federal agencies’ implementation of the PMA, issu-
ing an Executive Branch Management Scorecard rating of green, yellow or red for both
status and progress on each initiative. The version covering the period ending September
30, 2003 rated DOL status yellow on five of the six and red on the remaining initiative
(unchanged from FY 2002). Progress scores were five green and one yellow (also
unchanged from FY 2002). This performance places DOL among the best Cabinet agen-
cies in overall implementation of the PMA. The breakdown by initiative is indicated in
the table below.

Status scores, particularly on Competitive Sourcing, may be misleading to those unfamil-
iar with the very high standards established by the Administration for this scorecard.
DOL had to earn several consecutive green progress scores to move Financial
Performance and Budget and Performance Integration status to yellow from their initial
(FY 2001) red baselines. Currently, only three federal agencies have green status on any
initiative. None of these are in Competitive Sourcing; in fact, less than half of the agen-
cies have achieved yellow status in that area. Highlights of progress in FY 2003 on all six
initiatives are listed below.



Current Status Progress
Human Capital Yellow ® e
Competitive Sourcing ® -~ Yellow
Financial Performance Yellow ‘ Green
E-Government Yellow ® oo
Fnut(i%er;t?oierformance Yellow . Green
Faith Based and ellow . e

Community Initiatives

Strategic Management of Human Capital
The Department developed competencies for 9 more mission-critical occupations and
developed/selected tools for workforce skills assessment based upon competencies.
Competitive Sourcing
DOL directly converted to contract the commercial work performed by the equivalent
of 168 full time employees (FTE).
Improved Financial Performance
DOL met accelerated timeframes for submission of quarterly and annual consolidated
financial statements and launched an ambitious managerial cost accounting implemen-
tation project that included training over 130 DOL program and financial managers.
Expanding Electronic Government (E-government)
Forty-four percent of DOLS IT systems have been certified and accredited, and
successfully meet OMB IT security performance measures. An additional 40 percent
of DOLSs IT systems are operating under interim authority to operate and are on track
for obtaining certification. The Department is on track to obtain full operation authority
for 90 percent of its IT systems before our July 2004 goal.
Budget and Performance Integration
The Department’s FY 2005 budget submission to OMB in September improved (over
the pilot Performance Budget for FY 2004) our presentation of the relationship between
resources and results and the precision of allocation of budget costs to performance goals.
Faith Based and Community Initiatives
During FY 2003, the Department published two new regulations that will restore the
religious hiring rights of faith based organizations that contract with the Federal
government and make it possible for individuals to use ETA-funded training vouchers
at religion-sponsored institutions. In addition, ETA, VETS, ODEP and ILAB have

each launched pilot initiatives that provide opportunities for faith based and community

organizations to partner with DOL programs.

DOL has demonstrated its commitment to the PMA as a means of delivering the highest
quality services to America’s workers at the most reasonable cost. The Department uses
the PMA initiatives to manage all of its programs and conducts internal quarterly score-
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card ratings of its component agencies’ progress and status. Strategies for reaching our
ambitious targets include succession planning for executives (including a new MBA
Fellows program) and targeted recruitment of highly skilled workers; increasing the
pace and quality of public/private competitions; completion of the Cost Analysis
Manager system (to provide more useful cost information to program managers);
greater focus of Information Technology spending on Departmental priorities; and
more consistent and comprehensive use of performance information (including the
Administration’s Program Assessment Rating Tool, or PART) in budget proposals. The
department is working to achieve these goals by July 1, 2004.
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Strategic Goal

Enhance Opportunities for America’s Workforce

United States Department of Labor

mericans’ quality of life is closely tied to the productivity of its workforce. Without a workforce possessing skills
that are relevant to the needs of today’s employers, we will not continue to enjoy a competitive edge in the global
economy. The Department’s commitment to preparing American workers for current and future opportunities is the
focus of this goal.

The outcome DOL seeks to achieve is to help all of the Nation’s workers secure long-term, productive employment. However, cer-
tain groups of job seekers face barriers in their efforts to secure employment. Accordingly, the Department concentrates its efforts
on those with special needs such as the disadvantaged, people with disabilities, veterans, and disadvantaged youth. In addition,
the Department produces important national economic indicators and detailed employment statistics by occupation, education and
training requirements, and industry — thereby providing American workers, employers, and policy makers with vital information on
the U.S. labor market.

While employers and workers bear ultimate responsibility for adapting to these challenges, the Department has a leadership respon-

sibility to support the needs of the changing workforce and position the U.S. for continued economic development and growth. How
well the Department performs in assuring A Prepared Workforce is determined by measuring the accomplishments of programs that
support three broad objectives:

Outcome Goal 1.1
Increase Employment, Eamings and Retention

Outcome Goal 1.2
Increase the Number of Youth Making a Successful Transition to Work

Outcome Goal 1.3
Improve the Effectiveness of Information and Analysis on the U.S. Economy

Agencies with programs supporting this strategic goal are the Employment and Training Administration (ETA), Veterans’ Employment
and Training Service (VETS), the Bureau of Labor Statistics (BLS), and the Office of Disability Employment Policy (ODEP).

In FY 2003, the Department further improved employment outcomes for Americans — despite the challenge of a sluggish economy
and its disproportionate effect on DOL target populations. Although just half of the 10 performance goals measured were achieved
or substantially achieved (four and one, respectively), in most cases this year’s indicators continued an upward trend.

Under Outcome Goal 1.1, which includes six performance goals — three for ETA, one for ODEP and two for VETS — DOL
achieved one goal, substantially achieved anather, did not achieve three and did not measure one.
o Workforce Investment Act (WIA) Adult programs increased employment rates of its participants to 74 percent and
retention rates to 84 percent. Earnings increased, too ($2900), but by less than the targeted amount.
o Employment Service programs (placement and referral) listed 10.2 million jobs on the public labor exchange — fewer
than in the prior year.
« The Apprenticeship program increased the number of new apprentices by 130,615 (98 percent of target) and increased the
number of new programs in new and emerging industries to 359.
o TheOffice of Disability Employment Policy initiated 42 demonstration projects to test strategies that address the
special needs of persons with significant disabilities.
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Employment and retention rates for veteran job-seekers were not measured due to a major transition to a new system of
measuring and reporting labor exchange service outcomes.

Over 60 percent of Homeless Veterans Reintegration Project participants successfully entered employment —
well above prior years' performance.

Al three performance goals under Outcome Goal 1.2 are associated with ETA's youth programs. One was achieved and the
other two were not achieved.
« The Diploma attainment rates for 14-18 year old participants in the WIA Youth program (55 percent) was above target, as were

employment (67 percent) and retention rates (80 percent) for 19-21 year olds.

The number of Job Corps graduates who obtained diplomas rose sharply to 6381, while employment, retention and
earnings results fell just short of targeted increases.

The Youth Opportunity Grant program’s older youth (19-21) retention rate of 78 percent exceeded its target. Diploma
and employment rate targets were not reached, however.

Both of BLS's performance goals under Outcome Goal 1.3 were achieved.

Timeliness and accuracy targets for six reportsfindices published regularly were reached, and planned improvements to
Internet access to maps and statistical data were completed.
All six milestones for improving the accuracy, efficiency, and relevancy of economic measures were met.

In the years to come, DOL will provide essential leadership to meet further challenges by emphasizing the following strategies:

Supporting a strong academic foundation for workers

Better understanding the needs of business

Working with training providers—especially Community Colleges—to identify or create training to meet employer needs
Working with employers to test new and innovative options in proven programs such as apprenticeship

Expanding the role of faith-based and community organizations to equip Americans in need of finding and sustaining employment.

All major DOL programs associated with this strategic goal, along with their purposes, results, costs, strategies, management issues
and plans for FY 2004 are discussed in the following pages. Detailed historical information on each indicator is available in
Appendix 4.
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mest was working as a security guard at Johns Hopkins

Hospital when he heard about the Skills-based Training

for Employment Promotion (STEP) program. STEP offers

low-wage parents the opportunity to train for in-

demand health careers. The program is coordinated by
the Mayor's Office of Employment Development and involves part-
nerships with a consortium of hospitals, Baltimore City
Community College, and the Baltimore Workforce Investment
Board. Through STEP, workers train at Baltimore City Community
College for positions such as pharmacy technician, dietary man-
ager, and surgical technician. Emest successfully completed the
training and is now employed at Johns Hopkins Hospital as a
pharmacy technician. In describing STEP, Emest says, “The pro-
gram has given me a new outlook on things. I'm a totally differ-
ent thinker. Now, I'm learning new things and keeping up. It's
limitless as to where | am going to go.”
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America’s prosperity and continued leadership in the global economy depend, in large
part, on the competitiveness of our workforce. Without a skilled workforce prepared to
perform the jobs offered by employers, America’s economy will not maintain its competi-
tive edge in the global marketplace. Workers need quick and easy access to a broad array
of high quality and highly effective workforce development services. Our nation’s net-
work of some 2,000 One-Stop Career Centers provides a focal point for communities to
offer the services that enable adults to acquire the skills needed for jobs and career
changes that lead to high wages. This comprehensive workforce development system also
helps businesses meet their ongoing recruitment and human services needs.

Technology has dramatically increased the Department's ability to offer services and
products to individuals and businesses. Through a variety of automated, online tools the
national, State, and local workforce delivery systems provide customers with job match-
ing, labor market information, resource directories, and occupational and career informa-
tion. Customers can access these tools and services at any time and anywhere that per-
sonal computers can be found, such as customers' homes, businesses, and public libraries.
These features of the modern workforce development system have significantly lowered
barriers to access for all Americans. For those with disabilities, the One-Stop Centers
have improved access to their facilities and services by installing assistive technologies
such as text telephones, screen readers, voice input and output directed programs, large
print monitors, accessible desks, and alternative keyboards.

The Employment and Training Administration (ETA) and the Veterans’ Employment and
Training Service (VETS), with support from the Women'’s Bureau, the Office of Faith-
Based and Community Initiatives and the Office of Disability Employment Policy (ODEP),
operate a number of programs that provide the information, assistance, and skill-building
opportunities that lead to increased employment and earnings.

ETA administers the majority of programs that contribute to the achievement of Outcome
Goal 1.1. During this past program year (from July 2002 to June 2003), ETA programs
served more than 16 million adults. Through the One-Stop Career Centers, 93 percent of
these individuals received core employment services. Other programs such as the
Workforce Investment Act (WIA) Adult and Youth programs and the Registered
Apprenticeship program provided more comprehensive services to job seekers and busi-
nesses.

Overall, these programs demonstrated good progress toward meeting their annual perform-
ance goals under challenging economic conditions. The trend for adult programs shows
that most are exceeding their annual goals in employing people and keeping them
employed. However, there is a negative trend in meeting the goals for earnings gains due
to tight labor markets and slight increases in unemployment.



DOL programs that provide services to adults achieved the following results this past year:
o Adult programs authorized under WIA provided necessary workforce preparation,
training, and support services to a total of 457,565 individuals who increased
their skills, employment opportunities, and earnings: 74 percent of those exiting
the program entered employment, 84 percent remained employed, and demon-
strated an average earnings increase of $2,900.

o Wagner-Peyser Act employment services include access to resource rooms
equipped with the latest technology; job referral and placement services;
recruitment and screening services for employers; and labor market and career
information. In FY 2003, a total of 10.2 million openings were listed with the
public labor exchange: 6.1 million job openings were listed with the State
Workforce Agencies and 4.1 million job openings were posted directly on
America’s Job Bank.

« ETAS Office of Apprenticeship Training, Employer and Labor Services has
increased the number of apprenticeship occupations, providing opportunities
for satisfying and rewarding careers in highly paid, skilled occupations. The
additional 130,615 new apprentices hired this year contributed to the total of
488,927 active in the program. The program further expanded into new and
emerging industries with the addition of 359 new programs.

o VETS oversees the delivery of employment services to America’s veteran
population, with an emphasis upon disabled veterans, homeless veterans, and
recently separated veterans. VETS serves over 1.5 million veterans annually
through the public labor exchange, and over 100,000 separating military service
members participate each year in the intensive job search skill workshops
provided through the agency’s Transition Assistance Program.

o The Women’s Bureau seeks to increase women’s opportunities in occupations
where worker shortages have been identified (e.g., nursing), high-technology
fields, and nontraditional occupations and to increase work opportunities for
older women workers, women with disabilities, immigrants, and Hispanics.

In FY 2003, as a result of participation in Bureau demonstration projects, 650
women and girls either pursued employment, coursework, or training in
identified worker shortage fields.

« The Office of Faith Based and Community Initiatives encourages utilization
of the potential service providers in faith-based and community-based
organizations. Since PY 2001, ETA has awarded a total of 61 system-building
grants to States, intermediaries and small grass-roots organizations.

o ODEP develops, evaluates, and disseminates strategies to ensure that individuals Outcome Goal 1.1
with disabilities have full and complete access to all of the services delivered Net Costs ($B) '
through the workforce development system.

FY 2003 program costs of $3.4 billion supported Employment and Training
Administration programs to provide employment and training for adults through for-

1999 2000 2001 2002 2003
Fiscal Year

Billions of Dollars

mula grants to States, registered apprenticeship, and employment services; Veterans
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Employment and Training Service job placement for veterans and homeless veterans;
Office of Disability Employment Policy efforts to develop, evaluate, and disseminate
strategies to improve employment outcomes for job seekers with disabilities; Office of
Faith Based and Community Initiatives contracting outreach; and Women’s Bureau
efforts to increase job opportunities for women.

Lower costs in FY 2003 resulted largely from slower than anticipated State Workforce
Investment Act formula grantee spending, together with small increases in veterans
reemployment services, apprenticeship training, gender pay equity efforts, outreach to
faith based and community organizations, and policy development to assist with the
implementation of the Olmstead decision to integrate Americans with disabilities into the
community. Additionally, with the phasing out of the Welfare-to-Work program that was
funded in FY 1998 and FY 1999 appropriations, net costs for ETA decreased from FY
2002 to FY 2003.

DOL recognizes the importance of measuring cost effectiveness in order to maximize its
positive impact on employment. In FY 2004, DOL will begin to calculate and report an
efficiency measure for each of its adult training programs.

As the 21st Century unfolds, the American workforce will be vastly different than it is
today. Three powerful forces will transform the workforce and the manner in which we
work: (1) Globalization — increased competition and opportunities from increasing fair
and free trade with an expanding number of trade partners and interaction with global
corporations; (2) Demographics and Diversity — changing composition and increased
diversity of the workforce; and (3) Technology — increased use of technology and
increased demand for high-skilled workers with some post-secondary education and training.

DOLss challenge will be to ensure that its programs, services, and guidance of the work-
force investment system reflect these changes and address contemporary issues to con-
tribute to economic growth. As a step in this direction, the Department is increasing col-
laboration within the One-Stop framework, leveraging the full array of services available
from all partners, to enable all workers to secure employment with the opportunity for
increased earnings and career advancement. To more effectively meet the needs of
workers, the Department is also focusing increasingly on engaging the employer commu-
nity as both customer and partner to help satisfy their needs and thereby assist in cre-
ation of good jobs with good wages for our workers.

The Department and its partners also will take advantage of available technology, address
infrastructure and capacity needs, and seek new ways to break down the barriers to inte-
grated One-Stop service delivery. The Department has increased its emphasis on per-
formance accountability for all programs and services. The collective goal is to continue
to provide high quality services and information that best serve the nation’s job seekers
and employers.



Performance Goal 1.1A (Employment and Training Administration) — PY 2002
Increase the employment, retention, and earnings of individuals registered under the
Workforce Investment Act Adult program.

Indicators
70 percent will be employed in the first quarter after program exit.

80 percent of those employed in the first quarter after program exit will be employed in
the third quarter after program exit.

The average earnings change will be $3,423 for those who are employed in the first quar-
ter after program exit and are still employed in the third quarter after program exit.

Results

The goal was not achieved. The Department exceeded its targeted levels for individuals
entering employment and job retention, achieving actual rates of 74 percent and 84 per-
cent, respectively. The increased earnings target was not fully achieved. The actual
increase of $2,900 fell $523 short of the target.

Program Description

The Adult Program under Title | of the Workforce Investment Act (WIA) of 1998 is
designed to increase the skills, employment, retention and earnings of adult participants
to help employers find the skilled workers they need to compete in a global economy.
Funds are provided by formula to States and local communities, allowing them to operate
statewide networks of One-Stop Career Centers, which serve as the primary vehicles for
service delivery to both workers and employers. To achieve the purposes of the program,
One-Stop Career Centers provide:

« Core Services such as outreach, labor market information, job search and placement
assistance to help workers get back to work as quickly as possible.

« Intensive Services such as skills assessment, job counseling, and career planning, to
help unemployed individuals who are unable to find or retain jobs through core
services, or to assist employed individuals who require additional services to
become self-sufficient.

« Training Services such as job-related skills, on-the-job-training, business
training, and basic skills training such as English, reading, writing, and
mathematics, for those eligible individuals who were unable to find or retain work
through intensive services. “Individual Training Accounts” are provided to allow
participants to take training of their choice from qualified training providers.

« Supportive Services such as transportation, childcare, dependent care, and housing
and needs-related payments to help eligible individuals participate in the program.

States and localities are responsible for program management and operations, including
eligibility determination, enrollment, service delivery, and certification of training
providers. During PY 2002, approximately 457,565 adults received services, an increase
of 16 percent from the number served in 2001.

Enhance Opportunities for America’s Workforce

fter years of struggling through school with undiag-
nosed learning disabilities, lan is now a successful
entrepreneur with a thriving media and information
technology business. Through assistance from
Virginia's Department of Rehabilitation Services
(DRS), lan was diagnosed with ADD/ADHD and a mathematics
disorder, and was encouraged to fill out an application for
TRAIN IT. TRAIN IT is a unique partnership between multiple
Virginia workforce investment boards, DRS, and the Woodrow
Wilson Rehabilitation Center with the primary goal of helping
individuals with significant disabilities pursue careers in infor-
mation technology. Through TRAIN IT, lan increased his tech-
nology skills and knowledge, including earning six certifica-
tions from Adobe and Microsoft, and was given the physical
and emotional tools to build his own business. lan now has
several clients, both local and international companies, and his
services range from documentary filming to computer consulta-
tion, training, and repairs. When asked about the future of his
company, lan says, “The sky is the limit...and I plan to fly!”
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Analysis of Results

The Department exceeded two of its three PY 2002 performance targets. DOL developed
these targets in close collaboration and negotiation with the States. The results reflect per-
formance reported by 50 States, the District of Columbia and Puerto Rico through the
fourth quarter of the Program Year ending June 30, 2003. These results represent a signifi-
cant improvement in retention (a 6.5 percent increase over 2001, when 78.9 percent of
workers reported employment in the third quarter following participation). While the PY
2002 earnings change target was set $159 above that of 2001, it was not achieved. This may
reflect lower wages as a consequence of increased productivity (fueled by technological
advances, as opposed to additional hours of people working), surplus of products to sell, and
the tendency of incumbent workers to stay on the job during the uncertain period of slow
economic recovery. Employers have reduced by 1.1 percent the total number of hours
worked since November 2001 and have not provided salary increases for most jobholders.

The decrease in WIA Adult program participants’ earnings gain may also be related to
the increase in the unemployment rate of 5.4 percent in September 2002 to 6.1 percent
in September 2003. The number of unemployed individuals for this same period rose
from 7.7 million to 8.9 million. The economy showed some small wage increases in 2000
and 2001, but these increases were not reflected in PY 2002 outcomes. Workers had diffi-
culty finding good paying jobs during 2002, as indicated by the increase in the poverty
level from 11.7 to 12.1 percent from 2001 to 2002.

Strategies

Through the production of new tools, creation of incentives, and simplification of the coor-
dinating process, the Department’s strategies are intended to help employers find the work-
ers they need; to prepare the workers for and place them into jobs with an emphasis on
growth occupations having career potential; and to retain those workers in the labor market
so that they can achieve wage progression and self-sufficiency. These strategies include:

Strengthening business relationships to assure demand-driven services and to better identify
and fill jobs in growth occupations. The Department is identifying growth occupations and
creating industry-specific “hiring profiles” for use as planning tools, to assure that organiza-
tions qualified to train in high-growth fields are recruited by States and local communities to
appear on One-Stop Career Center eligible training provider lists. These profiles also antici-
pate the need for informed customer choice, an important principle in the Administration’s
proposed Personal Reemployment Accounts.

Through ETA's Business Relations Group, DOL is working to raise business awareness
and use of the workforce investment system by testing innovative ideas through national
partnerships with entities such as the U.S. Chamber of Commerce, the Economic
Development Council, the National Association of Manufacturers and the Computing
Technology Industry Association (CompTIA).

Assuring universal access to the workforce investment system with emphasis on targeted out-
reach and returning dislocated workers to good jobs. DOL will encourage and provide
incentives for State and local program operators to increase their number of qualified refer-
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rals to growth occupations from traditionally underutilized labor pools, including people with
disabilities and limited English proficiency. DOL will work with community and faith-based
organizations to increase local access to such labor pools. The Department has taken steps
to improve labor market information products and to increase access to information for
career and business planning and for more effective job search strategies.

Leveraging Non-WIA resources to prepare the workforce. In many cases, individuals eli-
gible and enrolled in programs under WIA are also eligible for other federal, state and
local programs. The cost burden for WIA can be eased and the level of resources avail-
able greatly increased by co-enrolling an individual in both WIA and such other pro-
grams. While WIA might handle skill-training costs, for example, another program in
which the individual is co-enrolled might cover supportive services (such as transporta-
tion and child care).

A frequent drawback to co-enrollment is that different programs often have different per-
formance standards, and co-enrollment of an individual (particularly a person with a large
number of barriers to employment) might have a negative impact on one program’s stan-
dards, but not on another’s. DOL is working to define and publish co-enrollment examples
and policies that do not have such an effect. DOL is also experimenting with the use of
other non-WIA resources, which will allow for upgrading of entry-level workers in order to
obtain employer agreement to backfill the vacated entry positions with WIA participants.

Management Issues

A recent Office of Inspector General (OIG) report raised concerns about whether data
reported by States for WIA performance were accurate and supportable. In response,
DOL has developed data validation handbooks and software, and has issued guidance for
data validation of Program Year 2002 data. States are required to conduct both report
validation and data element validation by April 1, 2004.

Another OIG audit assessed training activities under the WIA adult program, finding that
WIA requirements, along with state and local policies, discourage eligible training
providers (ETP) from participating in the One-Stop Career system. In response to OIG
recommendations that ETA enact policy changes to reduce ETP burdens, the
Department notes that the passage of the WIA reauthorization proposal includes changes
to ETPs that will address these concerns (see study 4 in Appendix 3).

The General Accounting Office (GAO) has also issued five reports relating to the WIA
adult program. Two reports addressed performance measurement issues (studies 13 and
15 in Appendix 3), the third report examined spending and financial reporting by States
(study 14 in Appendix 3), the fourth report discussed transportation services for trans-
portation-disadvantaged populations (see study 16 in Appendix 3), and the fifth report
recommended development of a research agenda for integration of programs in One-
Stop Career Centers (see study 17 in Appendix 3). ETA is addressing these GAO find-
ings and recommendations through issuance of clarifying reporting guidance; examination
of methods and systems for adjusting analysis of performance outcomes to take into
account economic, demographic, and other factors; with the Coordinating Council for
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Access and Mobility; commissioning an evaluation of the WIA performance measurement
system; and development of a five-year research plan. Additionally, the WIA reauthoriza-
tion proposal will address several of the recommendations in the GAO reports. ETA also
contracted with an independent research team to conduct an interim evaluation of the
Workforce Investment Act of 1998 (see study 23 in Appendix 3). By examining national
goals and the roles of Federal, State, and local partners in implementing the law in eight
states, the study provides information on the administration and delivery of publicly fund-
ed workforce development services. Details of these reports’ specific findings, recom-
mendations, and DOL actions taken can be found in Appendix 3.

Goal Assessment and Future Plans

The creation of a more agile, competitive workforce investment system that gives States
discretion to move with the economy is needed. A reauthorized WIA can better inte-
grate the Adult and Dislocated Worker formula programs and the labor exchange func-
tions under the Wagner-Peyser Act. Labor exchange and information services can form
the foundation of a unified approach with training and intensive services. A better inte-
grated system can be tailored to local conditions, workforce trends, and the specific needs
of business.

The Department anticipates that system integration and the expanded use of technology to
inform adult customers about the labor market, current job opportunities and services, will
increase performance due to the greater efficiencies that will be realized by these actions.
Greater use of technology will also lead to increased staff capacity through distance learning
and will improve on-demand communications with grantees and customers.



Performance Goal 1.1B (Employment and Training Administration) — PY 2002
Improve the outcomes for job seekers and employers who receive public labor exchange services.

Indicators
55 percent of job seekers registered with the public labor exchange will enter employ-
ment with a new employer by the end of the second quarter following registration.

70 percent of job seekers will continue to be employed two quarters after initial entry
into employment with a new employer.

The number of job openings listed with the public labor exchange (with both State
Workforce Agencies and America’s Job Bank) will be at least the number obtained in
Program Year 2001.

Results

The goal was not achieved. The Program Year 2002 performance targets for the reten-
tion and entered employment indicators were estimates, based on studies conducted by
the Employment and Training Administration (ETA) and the Veterans’ Employment and
Training Service (VETS) using Program Year 1999 and 2000 data to simulate a new labor
exchange performance measurement system that was implemented in Program Year
2002. Due to the transition to a new measurement and reporting system, ETA will not
have nation-wide employment and retention data until next year. However, data are
available from a recently completed study of seven States that suggest performance levels
exceeded estimates for this reporting year.

In Program Year 2002, a total of 10.2 million openings were listed with the public labor
exchange: 6.1 million job openings were listed with the State Workforce Agencies and
4.1 million job openings were posted directly on America’s Job Bank. This number of
total listings is a decline from Program Year 2001, during which 11.8 million jobs open-
ings were listed, including 7.2 million jobs posted with the State Workforce Agencies and
4.6 million jobs posted on America’s Job Bank.

Program Description

The purpose of the public labor exchange is to match labor market supply with demand
and to provide businesses that have employment openings with appropriate job seekers to
fill their vacancies. As part of this process, the public labor exchange system receives and
publishes job openings, either through businesses posting their openings with State work-
force agencies, or on America’s Job Bank — a national Internet-based labor exchange sys-
tem that complements other workforce investment system services.

The accomplishments of the public labor exchange are reflected through the success of
job seekers served by the system. Entered employment rates show how many job seekers
were placed into employment. Retention rates show how suitable the match was for both
the business and the job seeker — determined by how many placed job seekers remain
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aith-based and community organizations can be power-

ful catalysts in transforming people’s lives. The

Department is expanding opportunities for these grass-

roots groups to receive grants and other resources to

carry out their mission of bringing hope and opportuni-
ty to individuals and improving our communities. Many grants
are specifically designed to link the service expertise of faith-
and community-based organizations with the One-Stop Career
System. The grants are a central component of President
George W. Bush’s effort to ensure federal policy and programs
are accessible so all qualified organizations are able to
compete for government funds.

In September 2003, the D.C. Department of Employment
Services (DOES) Office of Faith and Community-Based
Partnerships launched the new One-Stop Mabile Career Center
which travels to neighborhoods and worksites throughout
Washington, D.C., providing direct access to employment and
literacy services for unemployed and underemployed workers.
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with that employer for at least six months. The number of job openings listed provides
context to the entered employment indicator, as an increased number of employment
opportunities creates better chances for job seekers to find employment through the pub-
lic labor exchange system, just as a decrease in the number of employment opportunities
decreases the chances.

Analysis of Results

In Program Year 2002, with the implementation of a new labor exchange performance meas-
urement system that uses Unemployment Insurance (Ul) wage records to determine employ-
ment outcomes, States were only able to report on characteristics of registered job seekers
and services provided. Information on employment and retention outcomes for registered
job seekers served in Program Year 2002 will not be available until the end of Program Year
2003, because these indicators track registrants’ entry to jobs for up to eight months after reg-
istration and employment retention for an additional six months after placement.

A total of 10.2 million openings were listed with the public employment service during
Program Year 2002: 6.1 million job openings were listed with the State Workforce
Agencies and 4.1 million job openings were posted directly on America’s Job Bank, falling
short of the goal of 11.8 million job openings (the same level as Program Year 2001).
This shortfall can be attributed to three primary causes. First, although the economy
began to grow during the last portion of Program Year 2002, the job openings indicator
still reflected the tough labor market for much of the reporting period. The job growth
that occurs with an economic recovery usually lags the increase in Gross Domestic
Product by several months. Second, the revised reporting system implemented in
Program Year 2002 changed the method State Workforce Agencies use to count job list-
ings. Only new listings received during the Program Year are counted; existing job list-
ings on their systems from the previous Program Year are now excluded. Finally, a new
version of America’s Job Bank, introduced in October 2002, encountered some problems
in receiving job orders from large-batch employers during its first month of operation.
The issue was resolved, but resulted in fewer jobs openings being listed on America’s Job
Bank during that quarter than would have otherwise been received. Because the last two
factors were one-time events, performance is expected to improve in Program Year 2003.

Strategies

To help job seekers find and maintain jobs ETA has aggressively expanded outreach efforts
to employers. Through its Regional Offices and the Business Relations Group, ETA has
undertaken concentrated steps to partner with businesses by engaging large, multi-State
employers in high-growth industries to educate them on the benefits of partnering and list-
ing their job openings with the One-Stop service delivery system. Through these partner-
ships, ETA has helped several businesses meet their staffing needs, while linking job seekers
with high-growth employment. Additionally, through continuing refinements to America’s
Job Bank, and other Internet resources such as America’s Career InfoNet, and America’s
Service Locator, ETA provides expansive labor market and career information to help job
seekers and employers make informed decisions about employment.



Management Issues

ETA is focusing on three issues that impact reporting the results of the public labor
exchange system: data validation, common measures, and upgrading the reporting capa-
bilities of America’s Job Bank. First, recent performance audits by the Department’s
Office of the Inspector General have questioned the oversight and accuracy of ETA's per-
formance reports for workforce investment system programs.

To address these findings and to increase the reliability of performance information for
the workforce investment system, ETA has implemented a data validation initiative that
requires States to ensure that their performance reports for the public labor exchange
system are accurate and supportable at the data source. In addition to providing technical
assistance and training, ETA has developed a set of validation tools, including instructional
handbooks, software, and user guides that States and grantees can use to validate data.

Second, with the implementation of the common measures for federal employment and
training programs in Program Year 2004, ETA will provide policy guidance and technical
assistance to State and local partners to ensure a smooth transition to a revised perform-
ance measurement and reporting system. Third, ETA will review and improve the
reporting capabilities of America’s Job Bank to ensure data from this source has the same
reliability as the data obtained from the State Workforce Agencies.

Goal Assessment and Future Plans

ETAs ability to meet its target for the job openings indicator is highly dependent on eco-
nomic factors. For Program Year 2003, ETA will revise this indicator using a methodolo-
gy that can measure continuous improvement relative to increased listing of job openings
regardless of economic conditions. Beginning in Program Year 2004, ETA will not offi-
cially report on this indicator, but the agency will continue to track this information for
management purposes.

ETA plans to refocus the role of America’s Job Bank during Program Year 2003 to pro-
vide better and more demand-driven services. Additionally, in Program Year 2004, ETA
will begin to integrate the program with WIA core services and report outcomes of the
public labor exchange system using the common measures for federal employment and
job training programs, which are the entered employment rate, retention rate, and earn-
ings increase.

Enhance Opportunities for America’s Workforce

mother's work is never done. Odetta of Washington

D.C. is @ mother of six children and one grandchild.

Odetta Spent ten years on public assistance raising

her children prior to enrolling in the Employment and

Training Administration’s welfare-to-work program,
“Project Empowerment.” Through Project Empowerment, she
entered a pre-apprenticeship program with the Plumbers Union
Local No. 5, and ranked first in her class of 20 during the train-
ing period. Odetta is now a first-year apprentice with the
Plumbers Union, working at the Pentagon and earning $12.45 per
hour. She will be earning incremental pay increases during her
apprenticeship-training period.
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Performance Goal 1.1C (Employment and Training Administration) — FY 2003
Strengthen the registered apprenticeship system to meet the training needs of business
and workers in the 21st Century.

Indicators
Increase the number of new apprentices over the established baseline from 78,700 to
133,909.

Increase the number of new programs in new and emerging industries — at a minimum
Information Technology, Health Care and Social Services — over the established baseline
from 266 to 359.

Results

The goal was substantially achieved. Although States predicted slow economic growth in
most industries, the Office of Apprenticeship Training, Employer and Labor Services
(OATELS) was able to increase the number of newly registered apprentices to 130,615—
within 98 percent of the target of 133,909 — and was successful in developing 359 pro-
grams in new and emerging industries. OATELS staff, which accounted for 52 percent
of the newly registered apprentices, exceeded the goal for Federal staff to register 67,293
new apprentices. The remaining 48 percent of newly registered apprentices were regis-
tered by State Apprenticeship Councils’ staff (SACs), who are not under direct authority
of OATELS. Since FY 2002, apprenticeship programs have created job opportunities
and skills training for over 267,000 individuals. Simultaneously, there were over 680 new
programs registered in new and emerging industries, even though these industries are
not traditionally known to use the apprenticeship training model.

These targets and results are consistent with the findings and recommendations of the
Advancing Apprenticeship in the 21st Century Initiative. As a result of these findings,
OATELS developed the Advancing Apprenticeship Initiative (AAI) Implementation Plan
designed to (1) educate and inform target populations about the benefits of registered
apprenticeship as a learning strategy for acquiring valuable skills; (2) increase the number
of new apprenticeship employer/sponsors; (3) expand the number of new apprenticeship
programs; and (4) increase the number of new apprenticeship programs in new and
emerging industries.

Program Description

Registered Apprenticeship is the combination of on-the-job learning and related technical
and theoretical instruction in a skilled occupation. Industries develop apprenticeship pro-
grams based on the skills and knowledge that these industries require of their employees.
Sponsors voluntarily operate and cover costs of the programs that are registered with the
DOL or a federally approved State Apprenticeship Agency. Registered Apprenticeship
provides positive returns on investment, as it requires a formal employer-employee relation-
ship, including provision of wages during the instruction period. At the successful comple-
tion of the related instructional training and required on-the-job learning, apprentices
receive Certificates of Completion from DOL that are portable and recognized nationally.



Analysis of Results

The targets established, though ambitious, were pursued in support of the activities relat-
ed to the Advancing Apprenticeship Initiative. Despite slow economic growth in certain
sectors of the economy, the Registered Apprenticeship program continued to expand
opportunities for 130,615 apprentices. Nationally, the apprenticeship system developed
359 programs in new and emerging industries, particularly high-growth industries. While
359 programs may appear few in comparison to the total number of programs, it repre-
sents a 35 percent increase in two years over the baseline of 266 programs. This achieve-
ment resulted from staff training and development, the extensive dissemination of new
outreach materials, industry specific materials, workshops, and special program events.

The performance goal was established during FY 2002 with indicator baselines deter-
mined using the average of FYs 1999, 2000, and 2001 data. Over four years, new appren-
tices and programs for new and emerging industries were to increase over the baselines
by 60 percent and 40 percent, respectively. The two indicators were selected to track the
progress of new registered apprentices and the penetration of apprentice programs in
new and emerging industries. Performance targets have since been revised upward as
the program’s success exceeded expectations.

Strategies

The Federal staff coordinated with the National Association of State and Territorial
Apprenticeship Directors (NASTAD) and State Apprenticeship Councils (SACs) to
deploy the strategies outlined in the Advancing Apprenticeship implementation plan.
With these strategies, DOL focused on increasing the current base of employers or spon-
sors and educating these potential employers or sponsors of new and emerging industries
and occupations, and making connections with the workforce development system and
other ETA initiatives. OATELS worked closely with ETA's Business Relations Group to
connect to businesses interested in registered apprenticeship. This partnership resulted
in including apprenticeship in a number of dynamic initiatives supporting, for example,
manufacturing — the National Institute for Metalworking Skills (NIMS), information
technology — the Computing Technology Industry Association (CompTia), and health
care — the Council for Adult and Experiential Learning (CAEL), and the geospatial
industry — University of Mississippi.

Three years of planning, implementation, and coordinated partnering with internal and
external entities have resulted in the successes achieved thus far. Strategies to develop a
career lattice approach in credentialing and certifying training continues to show poten-
tial. Through outreach efforts to industries and businesses that traditionally have not
used registered apprenticeship, OATELS has demonstrated that the recruitment and reg-
istration of apprentices does indeed expand opportunities for workers and meet the needs
of employers for a skilled workforce.

Management Issues

Since GAO issued its report titled Registered Apprenticeships: Labor Could Do More to
Expand to Other Occupations in September 2001, OATELS has addressed all four of GAO’s
recommendations.

Enhance Opportunities for America’s Workforce

asie is a March 2003 graduate of the Construction
Trades Prep program. Supported by the Women’s
Bureau and based in New York City, Construction
Trades Prep provides extensive job readiness training
for working women interested in trade careers.
A native New Yorker, Casie attended college on an athletic
scholarship and received her Bachelor’s degree in criminal
justice. Her work experience remained within the criminal jus-
tice field, including three years with the United States Secret
Service. After returning to New York, Casie decided she needed
achange. “I began making a living, or trying to, using the skills
| have already, and have found it very difficult due to the fact
that | am independent. | made contact with Non-Traditional
Employment for Women and was given the opportunity to take a
step closer to stable employment within a union.” Casie gradu-
ated at the top of her class, winning the coveted “Golden
Hammer Award,” a staff-elected honor that signifies excellence
in carpentry and leadership. “I love working with my hands.
I've been doing this kind of work for many, many years for
myself. | really enjoy the variety, the constant leaming and the
reality and feeling of accomplishment.” Casie is currently
employed as a first-year apprentice with the Empire State
Carpenters on Long Island, where she is attending training
classes and working steadily.
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GAOss first recommendation was to lead a systematic effort to work with State appren-
ticeship councils and others interested to identify apprenticeable occupations that have
shortages of skilled labor and establish plans for promoting apprenticeship programs in
these occupations. In response, OATELS, NASTAD and the SACs launched the
Advancing Apprenticeship Initiative and have completed two phases of a three-phase
Implementation Plan. OATELS has also collaborated with SACs to implement appren-
ticeship programs in new and emerging industries that do not traditionally engage the
apprenticeship model as a key training strategy.

GAO also recommended OATELS work with other Federal workforce development pro-
grams to identify funding for developing apprenticeships when additional support is
needed. OATELS addressed this recommendation by successfully securing over $18.5
million of workforce investment discretionary funds, in collaboration and partnership
with other agencies, to address the needs of incumbent workers, dislocated workers,
youth, and other key segments of the workforce.

In addition, GAO recommended OATELS establish a mechanism for sharing among
labor representatives and employers information on apprenticeship programs, particularly
those in occupations that have not used the apprenticeship system in the past. OATELS
continues to partner with organizations and stakeholders to increase the number of new
apprenticeship employers or sponsors, expand the number of new apprenticeship pro-
grams, and increase the number of new apprenticeship programs in new and emerging
industries. These successful endeavors have resulted in significant increases of apprentice-
ships in new industries such as Information Technology, Health Services, and Geospatial.

Finally, GAO recommended OATELS ensure that the apprenticeship database contains
detailed information on current programs so that accurate and complete information is
shared and progress in meeting labor market needs can be evaluated. OATELS response
to this recommendation is a work in progress. Detailed, current, accurate, and complete
information on programs is collected through the Registered Apprenticeship
Information System (RAIS), which went on-line in February 2002. RAIS is continually
evolving to address OATELS business needs and general statistical data is shared inter-
nally and externally via the OATELS website.

Goal Assessment and Future Plans

In FY 2004, OATELS will establish two new indicators that will replace the current
indicators. The first indicator will focus on increasing the number of apprentice gradu-
ates, and will support DOLS strategic goal for a prepared workforce in order to address
businesses’ need to develop and maintain qualified, competitive, and skilled workers.
Apprenticeship training programs’ graduation rates will be compared to other post-sec-
ondary programs as a benchmark. The second indicator will focus on apprentices’
wages, will be compared to the Bureau of Labor Statistics Report on Wage Earnings
and will be used to project how apprentices’ earnings steadily increase with the level of
proficiency. This indicator can help identify how trends in program selection and
retention behavior are reflected in wages.



Increase Employment for Persons with Disabilities

Performance Goal 1.1D (Office of Disability Employment Policy) — FY 2003
Implement new demonstration programs, through grants, designed to develop and test strategies
to address the special needs of persons with significant disabilities.

Indicators
Implement 30 new Olmstead grant projects, targeted at persons with significant disabili-
ties who are institutionalized.

Implement 12 youth grant projects (6 of which are new technology skills projects) to
assist youth through the One-Stop Centers and the WIA youth programs.

Results

The goal was not achieved. ODEP expanded its focus in 2003 beyond initiating projects
focused on Olmstead populations and youth. For that reason, of the 42 pilot projects ini-
tiated in FY 2003, only sixteen focus specifically on Olmstead populations, 21 focus on
youth (seven of which are new technology skills projects), and five focus on Customized
Employment. There are several reasons for this expansion outlined in the “Strategies”
section below.

Program Description

The Office of Disability Employment Policy’s (ODEP’s) mission is to provide national
leadership to increase employment opportunities for adults and youth with disabilities.
ODEP also supports the employment-related goals of the President’s New Freedom
Initiative, with the objective of positively impacting employment opportunities for the
millions of adults and youth with disabilities. The employment rate for persons with a
severe disability in 1997 was 31.4 percent and 82 percent for persons with a non-severe
disability, according to the U.S. Census Bureau. These low employment rates for people
with disabilities clearly present the magnitude of the challenges ODEP faces.

ODEP undertakes pilot projects and other research initiatives to assess effective practices
and workforce development strategies that will assist people with disabilities in obtaining
meaningful employment, training, and employment support. ODEP’s efforts focus pri-
marily on selecting, implementing, and evaluating pilot projects. For each successful
pilot project, ODEP collects data regarding effective practices and workforce develop-
ment strategies. ODEP then disseminates the effective practices and strategies broadly
for replication in mainstream employment, training, and employment support programs.

Olmstead projects were designed to address implementation of the 1999 Supreme Court
decision in Olmstead v. L.C. and the subsequent Executive Order issued in 2001 by
President George W. Bush (EO #13217: Community Based Alternatives for Individuals
with Disabilities). Accordingly, these projects develop, identify, test, and evaluate effec-
tive employment, training, and employment support strategies that improve employment
outcomes for people with disabilities. Improvement in employment outcomes will allow
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hile Belinda had worked for a number of years,

reoccurring episodes of a psychiatric disability

required her to interrupt her work due to many

hospital stays. These episodes severely eroded

her confidence and hindered her ability to con-
tinue in her profession. While she was working through a
depressed state, ODEP's Customized Employment program in
Napa, CA accepted her and developed for her an individualized
employment plan that began by restoring her confidence in her
abilities. These first steps focused on building her work experi-
ences by giving her interim supervisor responsibilities for one or
two persons with severe disabilities. This experience proved to
her that she could make a difference in people’s lives. She now
serves as one of the program’s full-time Job Coaches, assisting
other persons with disabilities in employment skill development.
Belinda’s goal is to work her way back to a supervisory position
in her former field. She’s well on her way toward that goal.

\
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edro, having been diagnosed with schizophrenia, was

referred by his mental health case manager to the

ODEP Customized Employment project in Napa, CA for

employment services. He had poor English skills, low

self-esteem and few job skills when he started the
program. Some of the services organized to assist Pedro achieve
his employment goals included opportunities to improve his
English skills and confidence in his ability to work. Through vari-
ous customized employment activities, including career explo-
ration activities, Pedro developed an interest in food preparation.
He wants to become a cook. The Napa grant staff organized
their work preparation plan behind his interest and ambition.
Now, he is working as an assistant cook and looks forward to
advancing further in his chosen field.

41 United States Department of Labor

individuals with disabilities to move from nursing homes or other institutions and resi-
dential facilities into the community; continue living in the community; achieve economic
self-sufficiency; and attain full access to, and participation in their communities. While
issuing the Executive Order, President Bush said, “Olmstead and the ADA rightly man-
date that individuals with disabilities who can receive support and treatment in a commu-
nity setting should be given a reasonable opportunity to live close to their families and
friends when appropriate.”

Analysis of Results

In FY 2003, ODEP initiated 42 pilot projects ranging from one to five years in length,
which focus on various Olmstead populations and youth, and additionally, on customized
employment. The pilot projects include eight grants for Home Modification (Olmstead),
three grants for WorkFORCE Action (Olmstead), five grants for

Reducing Homelessness through Employment (Olmstead), seven grants for High
School/High Tech Development and Implementation (Youth), eight grants for Innovative
State Alignment Grants for Improving Transition Outcomes for Youth with Disabilities
through the Use of Intermediaries (Youth), six grants for Intermediary Grants for
Mentoring Youth with Disabilities (Youth), and five grants for Customized Employment.

ODEP’s determination to shift and broaden its focus from initiating 30 grants focusing on
Olmstead populations and 12 grants focusing on youth is based on Congressional language
in the FY 2003 budget. ODEP’s funding increase in FY 2003 includes, “...an expansion of
One-Stop accessibility grants to support the process of implementing the ‘ticket-to-work’
through One-Stop Career Centers; expanding the provision of grants aimed at developing
and implementing innovative programs for moving youth with disabilities from school to
work; and funding an Olmstead grant program to assist persons with significant disabilities
in making the transition from institutional settings to the community and employment.”
Congress also urged ODEP, “...to establish a special, structured, fall and spring semester
internship program to augment existing programs supporting undergraduate students with
disabilities in their efforts to pursue careers in public service.”

Further, based on analysis of feedback provided by 2002 Olmstead WorkFORCE
Coordination applicants and grantees, ODEP determined that while interest in
WorkFORCE Coordination pilot projects is high, States’ infrastructures do not yet fully
support the capability to implement them. As a result, ODEP reevaluated and redirected
the focus for Olmstead and other pilot projects to be initiated in FY 2003.

Strategies

ODEP undertakes pilot projects that develop, identify, test, and evaluate strategies that
enhance opportunities for youth and adults with disabilities to enter and retain employ-
ment and to fully participate in all aspects of community life. Once these strategies are
proven effective, ODEP collaborates with other DOL and Federal agencies engaged in
employment, training, and employment support services programs, such as DOL’s
Employment and Training Administration and the U.S. Department of Housing and
Urban Development, to encourage their implementation and replication.



Management Issues

Internal Program Evaluations and Audits: Pilot projects submit monthly, quarterly, and close
out reports. These reports, used for evaluative purposes, address the effectiveness of
strategies and the reliability of performance data.

External Program Evaluations and Audits: Pilot projects are evaluated by an external
evaluator through site visits, telephone surveys, and regular reporting documents. The
evaluators’ reports address the effectiveness of strategies and the reliability of perform-
ance data.

Goal Assessment and Future Plans

In FY 2004 ODEP will continue evaluating ongoing pilot projects and will implement new
pilot and research projects focused on strategies that enhance opportunities for youth and
adults with disabilities to enter and retain employment and to fully participate in all aspects
of community life. ODEP will measure increases in: the number of participants served at
pilot project sites; participants served at pilot project sites who enter employment; and the
three-month and six-month retention rates for participants served at pilot project sites.
Finally, ODEP will measure the increase in effective practices identified at pilot project
sites and through other research initiatives.

Enhance Opportunities for America’s Workforce

antonio is 28 years old with a special education

diploma. Mantonio had previously been in a

community rehabilitation program, but there was

not enough work available. When ODEP's

Customized Employment grant staff based in
Knoxville, TN first met with Mantonio, he did not participate in
classroom activities. Under the ODEP grant, the local staff cre-
ated and implemented a customized employment plan. He also
participated in a series of workshops designed to help
Mantonio determine his own skills and employment goals. On
October 22, 2003, Mantonio interviewed with a local restaurant
and was hired to clear, bus, and clean tables. The employer has
indicated strong satisfaction with Mantonio’s work overall. The
restaurant is small, and there is a family-like environment
among the employees. Co-workers readily interact with
Mantonio, and he responds positively to them. Getting a pay-
check and going to the bank are sources of enjoyment for
Mantonio. The restaurant manager says that Mantonio con-
tributes greatly to the success of the restaurant.

!
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ETS has helped many veterans successfully enter the

civilian workforce after struggling with disabilities and

other challenges following their military service. For

example, Gary, pictured below, joined the United

States Army in August 1973, and served until May
1994, After his retirement he was granted VA compensation for
multiple disabilities. Initially, he did not seek work, but after a
2-year hiatus Gary attended the State University of New York
(SUNY) Canton Technical College, in Canton, NY, where he earned
his AAS in Manufacturing Technology in May 1998. He then
attended the Rochester Institute of Technology where he earned
a BS in Computer Integrated Manufacturing Engineering
Technology, and found employment in Boonville, NY.
Unfortunately, Gary once again became incapacitated by a recur-
rence of his disabilities and lost that job as a consequence.
Subsequently, Gary successfully completed rehabilitation and
moved to Albany, NY where he obtained housing at the Veterans’
House. It was during this transition that the Albany Disabled
Veteran Qutreach Program Specialists (DVOPs) started to work
with Gary. Working in conjunction with the VA-funded Vocational
Rehabilitation and Employment program, DVOPs assisted Gary in
the interviewing process and gave him over 25 referrals to
prospective employers. Gary was hired and began working for
the New York State Department of Civil Services as an
Engineering Personnel Examiner. Gary moved out of the
Veterans' House and entered a Masters degree program in
Instructional Technology/Curriculum Design at American
Intercontinental University. He has a 3.8 GPA.
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Performance Goal 1.1E (Veterans Employment Training Service) — FY 2003
Increase the employment and retention of veteran job seekers registering for public labor
exchange services

Indicators
58 percent of veteran job seekers will be employed in the first or second quarter follow-
ing registration.

72 percent of veteran job seekers will continue to be employed two quarters after initial
entry into employment with a new employer.

Results

The goal was not measured. During FY 2003, the Department implemented a new
measurement and reporting system for public labor exchange outcomes. As a result of
this transition, four calendar quarters of nationwide data on veterans’ entry to employ-
ment will first become available near the end of FY 2004. The outcomes reported at that
time on veterans receiving public labor exchange services will be included in the FY 2004
Annual Performance and Accountability Report.

Program Description

VETS is responsible for ensuring the delivery of employment and training services to
America’s veterans. A key channel for the delivery of those services is the public labor
exchange. The public labor exchange offers, to both job seekers and employers, access
free of charge to a nationwide network of information technology resources and public
service offices that provide a common ground for the exchange of information on the
requirements of available job openings and the qualifications of available job applicants.
DOL shares the responsibility for maintaining the public labor exchange with State
Workforce Agencies, which conduct labor exchange activities at the state and local level
under Wagner-Peyser grants administered by the Employment and Training
Administration (ETA).

VETS administers grants with the same State Workforce Agencies that partner with ETA
in maintaining the public labor exchange. These grants provide Disabled Veterans’
Outreach Program (DVOP) specialists and Local Veterans’ Employment Representative
(LVER) staff at public labor exchange offices throughout the country. DVOP specialists
provide a variety of public labor exchange services, including career coaching, vocational
guidance, employability assessment, job development, referral to training, and supportive
services for veterans with special needs. LVER staff members ensure that veterans
receive services on a priority basis at public labor exchange facilities, train front-line staff,
conduct job search skill workshops for transitioning service members and veterans, and
conduct outreach to employers and other community groups.
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Analysis of Results Veterans Served

ETA is the Department’s lead agency for the collection and reporting of data on public by the Public Labor Exchange

Entry to Employment Rate

labor exchange services, including those services provided to veterans. As indicated pre- 10%
viously, ETA was responsible for managing the transition to a new method of measuring ggnﬁ
outcomes based on Ul wage records during Program Year 2002 (July 1, 2002 through June, a0
30 2003). In light of the absence of systematic data for FY 2003 that resulted from this 0%
transition, VETS partnered with ETA to conduct a study of the new measurement and 20%
reporting procedures in seven states. Although the data from this pilot study do not 10%
reflect nationwide results for veterans receiving labor exchange services, these initial v 000 001 2000 2008
results indicate that VETS is on track to meet both the entry to employment target and Fiscal Year _

) ) ) * Actual Performance not measured in FY 2003
the employment retention target established for FY 2003. While these results suggest
that, once assisted to enter employment, veterans are quite successful in staying
employed, these same data also suggest that assisting veterans to achieve active participa-
tion in the workforce is challenging.

Percent

Strategies

The Jobs for Veterans Act, enacted as the FY 2003 Annual Performance Plan was being
finalized, served to redirect DOL’s public labor exchange activities on behalf of veterans
in significant ways. The most fundamental shift introduced by this legislation has been to
markedly reduce program rigidity by devolving more authority to State Workforce
Agencies, which now have broader latitude to adapt the delivery of public labor exchange
services for veterans according to the prevailing economic conditions in each State and
the specific conditions within the different regions of a given State.

Prior to the Jobs for Veterans Act, the state agencies submitted their funding requests in
response to a uniform set of specifications. For FY 2004, all state agencies submitted
customized State Plans to DOL and negotiated key provisions. Policy issues formerly
handled by DOL alone are now handled by DOL in close concert with its many partners
throughout the network of State Workforce Agencies. For example, during FY 2003 state
and Federal staff members participated jointly in a number of work groups focusing on
the implementation of key aspects of the new legislation.

Management Issues

During FY 2003 VETS was challenged by the need to oversee the operational flexibility
newly granted to state agencies by the Jobs for Veterans Act. While encouraging flexibility
in service delivery approaches, VETS also has the responsibility to define criteria that estab-
lish reasonable boundaries and to issue clear guidance that assures an appropriate degree of
consistency in the nationwide delivery of public labor exchange services for veterans.

Another management challenge that became evident during FY 2003 and that is expected
to continue into the future relates to the integration of public labor exchange services for
veterans with other workforce development programs operating at the state and local
level. While the flexibility provisions of the Jobs for Veterans Act clearly favor increased
integration of veterans’ services, the new priority of service provisions establish criteria
that call for consideration of, and accommodation in, integrating services for veterans at
the state and local levels. This will also require focused oversight by DOL in 2004.

Annual Report
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A DOL policy research effort currently nearing completion is expected to provide
improved documentation of the linkages among: the characteristics of veterans regis-
tered with the public labor exchange; the types of public labor exchange services provid-
ed to veterans; and the outcomes experienced by veterans who receive public labor
exchange services. We expect the results of this research will assist DOL to identify past
practices that have been most successful, and to identify options for new service delivery
approaches.

Goal Assessment and Future Plans

The Program Year (PY) 2003 (July 1, 2003 - June 30, 2004) performance indicators for
the delivery of public labor exchange services to veterans are the same as for FY 2003,
both with respect to entry to employment (58 percent) and retention in employment (72
percent). As indicated, the results of the pilot study conducted suggest that VETS is on
track to meet those goals.

For PY 2004, VETS will add a new indicator — the rate at which disabled veterans enter
employment after receiving public labor exchange services. The pilot study results sug-
gest that VETS is not currently on track to reach the target of 60 percent. Therefore,
VETS plans to undertake a comprehensive review of its strategies for the delivery of
public labor exchange services to veterans, and especially to disabled veterans, in an
effort to improve the matching of services to needs so that outcomes for disabled veter-
ans can be improved.



Performance Goal 1.1F (Veterans Employment Training Service) — FY 2003
Increase employment for Homeless Veterans’ Reintegration Program participants

Indicator
At least 54.5 percent of veterans enrolled in HVRP grants enter employment.

Results

The goal was achieved. At the end of the most recent reporting period for Homeless
Veterans’ Reintegration Program (HVRP) grants, on June 30, 2003, the average rate of
placement into employment for all HVRP grantees was 60.3 percent. The successful per-
formance of HVRP grantees reflects a total of 9,255 homeless veterans who were placed in
employment, out of a total of 15,336 homeless veterans who were enrolled as participants.

During FY 2003, VETS initiated a new policy of funding and measuring HVRP grantee
performance on a schedule that is consistent with the Department’s program year.
Consequently, this is the first year of operations within the framework of a program year
performance period supported by FY 2003 funds (July 1, 2003 through June 30, 2004).
Results in this report cover only the outcomes achieved prior to July 1, 2003. The Annual
Performance and Accountability Report for FY 2004 will treat the results achieved during
the program year 2003 performance period.

Program Description

The Homeless Veterans’ Reintegration Program focuses on the provision of employment
and training services to homeless veterans to enable their successful reintegration into the
workforce. This program also funds provision of or referral to related support services
such as medical treatment, temporary and/or permanent housing, counseling, and trans-
portation. Organizations receiving grants under this program typically provide job search,
counseling, placement assistance, remedial education, classroom and on-the-job training,
and supportive services such as transportation and transitional housing. These services
are often provided in concert with HUD, VA, HHS, and other service providers.
Grantees are also strongly encouraged to collaborate with rehabilitation agencies for such
services as drug and alcohol counseling. During FY 2002, over 15,000 of the Nation’s
approximately 250,000 homeless veterans requested and received assistance from the
Homeless Veterans’ Reintegration Program.

Analysis of Results

As indicated by the chart, the HVRP program has consistently achieved an entry to
employment rate in excess of 50 percent for the last three years. HVRP grantees are
generating increasingly positive outcomes by assisting homeless veterans to enter employ-
ment, despite the difficulty of serving this particular population in a period of relatively
high unemployment. These results also indicate that the program has achieved a basic
level of operational maturity, since it has demonstrated consistent performance during
the past three reporting periods, with the criterion of entry to employment as its key indi-
cator of success.

Enhance Opportunities for America’s Workforce

Veterans Served hy

HVRP Grantees

2001
Fiscal Year

Entry to Employment Rate

2002 2003
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Strategies

The high rate of success achieved by HVRP grantees in serving this subset of the veteran
population, which typically is characterized as having multiple barriers to employment, is
attributable to the strategy established by VETS calling for close coordination and inte-
gration of services. The HVRP network includes a variety of community-based organiza-
tions, including faith-based grantees, which focus their limited fiscal resources on the
delivery of customized employment services and coordinate closely with other sources of
related specialized services.

As the operational maturity of the HVRP grantee network became increasingly apparent
during the course of FY 2003, DOL initiated a new technical assistance grant to be
administered by the National Coalition for Homeless Veterans. This technical assistance
initiative calls for implementation of two distinct and complementary types of technical
assistance activities. First, a best practices study will be conducted with the objective of
identifying the 25 practices expected to be the most useful to HVRP grantees. Second,
the best practices identified will be disseminated to all HVRP grantees through a variety
of communication channels.

To support this new initiative, a toll-free telephone number will be established to permit
updating of the best practices, based on grantees’ direct experiences implementing them
and to provide clarifications, explanations, and examples to grantee staff who seek assis-
tance in their efforts to adopt specific best practices. This initiative exemplifies the
underlying strategy of applying resources to take advantage of the practical experience
already gained by HVRP grantees and to call upon the HVRP network as the best source
of expertise.

Management Issues

Because the HVRP network consists of grantees that are widely dispersed, highly diverse
and locally focused, the collection of complete, accurate and consistent data on program per-
formance has been a chronic management challenge. The web-enabled reporting system
scheduled for implementation during FY 2004 should help address this area of concern.

As the HVRP network has increased in size and diversity, it has become clear that
improved oversight of grantees’ financial practices is imperative. HVRP program opera-
tors and DOLSs field staff are clarifying expectations applicable to financial management
practices, and defining and formalizing their respective roles and responsibilities in this
important area of program management.

Goal Assessment and Future Plans

For the current HVRP performance period (July 1, 2003 through June 30, 2004), the
original FY 2003 target of a 54.5 percent entry to employment rate will continue to apply.
Results for that period will be included in the FY 2004 Annual Performance and
Accountability Report. The entry to employment rates previously achieved by HVRP
grantees, as well as the pattern of improvement demonstrated for that outcome, strongly
suggest that performance during that period will meet or exceed the goal.
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For the program year 2004 performance period (July 1, 2004 through June 30, 2005),
HVRP performance will be assessed by two indicators: the entry to employment rate and
retention of HVRP participants in employment at six months following their entry to
employment. Both indicators target a rate of 55 percent. HVRP grantees and the pro-
gram’s technical assistance provider will continue to emphasize the development and dis-
semination of service delivery approaches that are intended to help homeless veterans
maintain their active participation in the workforce once they have succeeded in re-entry.
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n an effort to introduce youth to health occupations, Weld

County Employment Services and Aims Community College

collaborated with North Colorado Medical Center (NCMC),

the University of Northern Colorado (UNC), Bonell Good

Samaritan Center, and Medline to offer an extraordinary
program: Gee Wiz Health Camp. The program was designed to
familiarize youth ages 14-20 with health care occupations using
a see, touch, experience, and share format. The twenty youth
chosen for this program are high risk youth and were enrolled in
either the Workforce Investment Act (WIA) or Temporary
Assistance for Needy Families (TANF) Summer Youth Programs.
Occupations introduced ranged from Registered Nurse to
Paramedic. The youth participated extensively in putting on
casts, suturing, assisting with staged accidents, and science
experiments. All twenty youth graduated successfully from this
program with 90 percent of the youth interested in health
occupations. In the older group, ages 16-20, three will begin
Certified Nurse Assistant classes; one will begin prerequisite
classes for Medical Assistant, one is completing a work
experience through the WIA Program as a Dental Hygienist,
one is continuing in high school; and one is currently working
in another field. The program demonstrates that there is great
value in hands-on career guidance.
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Studies reveal strong correlations among education levels, employment, and lifelong
earnings. DOL administers youth programs under the Workforce Investment Act (WIA),
including the Job Corps program, the youth formula grant program and the Youth
Opportunity Grant program, as well as research and demonstration projects that address
the needs of at-risk youth, both in and out of school. Services to in-school youth help
them remain in and complete secondary school, move into post-secondary education or
advanced training, and ultimately transition into successful careers. Out-of-school youth
receive services that provide the necessary skills to attain educational credentials (i.e.,
high school diploma or a GED), participate in vocational and post-secondary training
opportunities, and transition into gainful employment or a career. The Women’s Bureau
GEM-SET program connects young girls with professional women who serve as mentors
in the science, engineering, and technology fields. Through these programs, our nation
makes a meaningful investment in at-risk teenagers and young adults that is necessary to
help them become productive and self-sufficient members of the nation’s workforce.

The WIA youth formula-funded program funds every local workforce investment area
across the country to provide comprehensive employment and training services to disad-
vantaged youth in order to prepare them for the changing and challenging demands of
the workforce. Services include academic preparation for both in and out-of-school
youth with emphasis on high school diploma and/or GED attainment; employment and
occupational training; supportive services; and one full year of follow-up services.

Job Corps is a nationwide network of residential facilities that provides a comprehensive
and intensive array of training, career development, job placement and support services
to disadvantaged young people. Job Corps offers residential living and support services;
academic instruction that leads to a high school diploma or a GED certificate; competen-
cy-based vocational training; and life skills preparation that will enable students to make
sound economic decisions for themselves and their families.

Youth Opportunity Grants, a demonstration program that is approaching its final year of
funding, focus on the most disadvantaged youth in high-poverty areas. Youth one-stop
centers within the high-poverty communities provide primarily out-of-school youth with
academic preparation leading to high school diploma and GED attainment, employment
preparation and occupational skills training, as well as supportive services and two full
years of follow-up services to ensure a successful transition of youth into the workforce
and/or post-secondary education.

DOL’s youth programs primarily serve eligible low-income youth between the ages of 14 —
24 who are out of school, and in-school youth who are at risk of dropping out, including
youth with disabilities and others who may require additional assistance to complete an
educational program or to secure and hold employment. In the most recent program year
(PY 2002) ending June 30, 2003, the WIA formula-funded program served 396,470 youth,
26,000 more than the previous program year. In addition, performance increased in all
three indicators of success: entered employment rate, employment retention rate, and



diploma attainment rate. In fact, the diploma attainment rate increased fourteen percent
over the prior program year.

The Job Corps provides intensive, long-term training in a residential setting that includes
a secure, drug-free learning environment, academic, vocational and social skills develop-
ment, medical care, and career and personal counseling. Job Corps students come from
economically disadvantaged families, are primarily high school dropouts and are consid-
ered the hardest-to-serve population. There are 118 Job Corps Centers located in 48
states plus the District of Columbia and Puerto Rico. In PY 2002, the Job Corps pro-
gram served 64,043 youth while achieving a 96 percent year-on-year increase in high
school diploma attainment; a placement rate of 87 percent for graduates placed in jobs or
entering advanced training/education programs; an average hourly wage of $8.03 per
hour for employed graduates; and a 63 percent retention rate for graduates still employed
or enrolled in advanced education programs after initial placement. In April 2003,
Secretary Chao announced the selection of Milwaukee, Wisconsin and Pinellas County,
Florida as locations for two new Job Corps centers.

Youth Opportunity Grants concentrate resources for a variety of youth services for all
young people residing in 36 high-poverty areas, including 24 urban neighborhoods, 6
rural areas and 6 Indian Reservations, and in selected migrant and seasonal farm worker
communities. The Youth Opportunity Grants served 49,995 youth, an increase of over
18,000 youth from the previous program year. The Youth Opportunity Grants increased
the number of long-term placements in unsubsidized employment, post-secondary edu-
cation, and occupational skills training by 125 percent from the previous program year.
In addition to the increase in placements, the quality of job placements also increased
with an average wage at placement of $8.72 as compared to an average wage at place-
ment of $7.00 the previous year. The Youth Opportunity Grants also increased the num-
ber of credentials (GEDs, diplomas, and other credentials) by 138 percent from the pre-
vious program year.

Outcome Goal 1.2

Net Cost B
FY 2003 program costs of $3.0 billion supported ETA programs providing employment 1 Bt Costs {38)

and training assistance to youth through formula grants to States, Job Corps, and the
Youth Opportunity Grants program. Increased costs in this area resulted largely from
spending on the Job Corps physical plant and buildup of the Youth Opportunity Grant
program serving at-risk youth in needy areas.

1999 2000 2001 2002
Fiscal Year

Billions of Dollars

Costs have trended upward over the last two years, given the rising cost of providing
individualized and concentrated services to these hard-to-serve populations. Increased
costs in the Job Corps program are associated with providing longer-term interventions
which have led to more successful participant outcomes and better retention in the pro-
gram. Both the WIA formula-funded program and the Youth Opportunity Grants lowered
their cost per participant by increasing the number of participants served while expending
approximately the same amount of resources. DOL is aware of the importance of measur-
ing cost effectiveness in order to optimize the large investment in DOL youth programs.
DOL will begin to measure efficiency as part of the implementation of the common per-
formance measures for job training programs beginning July 1, 2004.
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The youth population between the ages of 16 and 24 is increasing. Unemployment levels
among these youth have risen over the past few years, accounting for a large portion of
the Nation’s job losses. Without the necessary marketable skills and experience to suc-
ceed in the workplace, these youth would not be able to compete effectively. DOL youth
programs offer services that help turn challenges into opportunities for these youth,
preparing them to adapt to and prosper in the ever-changing labor market.

To meet the challenge of serving young people most in need, DOL continues to focus its
efforts on improving the effectiveness of services under the WIA formula grant and Job
Corps programs. With the impending WIA reauthorization and the implementation of
the common measures for employment and training programs, the Department will also
focus its efforts on preparing States and local workforce investment areas for this transi-
tion. Three major focus areas in the coming year will include:

o Implementation of the Common Performance Measures. In 2004, all ETA
programs, including the youth programs funded by the Workforce
Investment Act, will implement the common performance measures for
employment and training programs. The Department will provide extensive
guidance and technical assistance in order to ensure a smooth transition to the
new reporting system.

o Recruiting and Retaining Out-of-School Youth. Because the current WIA
reauthorization proposal focuses on serving primarily out-of-school youth,
recruiting, retaining, and providing increased services to dropouts and out-of-
school youth will continue to be a priority for States and local workforce
investment areas. WIA services for these youth will continue to focus on the
provision of educational and occupational skills training that will prepare
them for post-secondary education, advanced training, and jobs with a career.

« Providing Technical Assistance and ldentifying Effective Practices. The
Department will provide technical assistance to states and local workforce
investment areas through academies, national and regional office conferences,
policy guidance, and continued funding and dissemination of studies, reports,
and other products that identify best practices in the field. Best practices will
focus on evidence-based research in which data indicate successful youth
outcomes.



Performance Goal 1.2A (Employment and Training Administration) — FY 2002
Increase entrance and retention of youth registered under the WIA youth program in
education or employment.

Indicators
51 percent of the 14-18 year-old youth who enter the program without a diploma or equiv-
alent will attain a secondary school diploma or equivalent by the first quarter after exit.

63 percent of the 19-21 year-old youth will be employed in the first quarter after pro-
gram exit.

77 percent of the 19-21 year-old youth employed in the first quarter after exit will be
employed in the third quarter after program exit.

Results
The goal was achieved. All three targets were reached. Fifty-five percent of the 14-18
year-old youth who entered the program without a diploma or equivalent attained a sec-

ondary school diploma or equivalent by the first quarter after exit as compared to a target

of 51 percent. Sixty-seven percent of the 19-21 year-old youth were employed in the
first quarter after program exit as compared to a target of 63 percent. Eighty percent of
the 19-21 year-old youth employed in the first quarter after program exit were employed
in the third quarter after program exit as compared to a goal of 77 percent.

Program Description

Title I of the Workforce Investment Act (WIA) authorizes services to eligible low-income
youth between the ages of 14-21 who have barriers to employment, including those who
have deficiencies in basic skills or those who meet one or more of these criteria: home-
less, a runaway, pregnant, parenting, an offender, school dropout, or a foster child. The
program also serves youth with disabilities and other youth who may require additional
assistance to complete an educational program or to secure and hold employment.
Programs and services are offered to both in- and out-of-school youth. Service providers

prepare youth for post-secondary education by stressing strong linkages between academic

and occupational learning, and preparing youth for employment. Local communities cre-
ate opportunities for youth by providing required program elements, including: tutoring,

alternative schools, summer employment, occupational training, work experience, support-

ive services, leadership development, mentoring, counseling, and follow-up services.

The three performance indicators were selected from seven WIA youth measures. For
the older youth population, entrance into employment and retention in employment are
the most appropriate indicators of success. For the younger youth population, where
services are geared toward academic achievement as a means of career preparation,

achievement of a diploma or its equivalent is the most meaningful indicator of future suc-

cess in the workforce.

Enhance Opportunities for America’s Workforce

wenty-year old Noemi is a prime example of how the

combination of initiative and the right opportunity can

build the foundation for a promising future. Born in

Guadalajara, Mexico and raised in Los Angeles,

California, Noemi pursued her long-held curiosity about
cars by enrolling in the local Automotive Youth Education
Services program at Lassen Technical Institute in Susanville,
California. Her knowledge and interest in cars continued to
grow, as did her confidence in her social and leadership skills.
From these beginnings, Noemi desired to increase her prospects
by joining SkillsUSA, whose members elected her as their nation-
al secondary secretary. Ina speech on Capitol Hill, she champi-
oned career and technical education. A scholarship award from
DaimlerChrysler allowed her to enter their College Automotive
Program with the promise of employment. Commenting on differ-
ences hetween SkillsUSA students and other high school
students, Noemi
says, “[SkillsUSA :
students] leam
how to make more &
use of their time
and talent.”
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Analysis of Results

The results reflect performance reported by 50 states, the District of Columbia, and
Puerto Rico through the fourth quarter of the Program Year ending June 30, 2003
(Program Year 2002). Performance against the three indicators has significantly
increased compared to Program Year 2001. As illustrated by the corresponding chart,
performance under all three indicators increased each program year, despite challenging
economic circumstances.

Strategies

DOL’s improved youth employment performance across the nation was the result of a vari-
ety of strategies undertaken to assist States and local areas in improving program perform-
ance. ETA implemented a performance enhancement project that provided specific tech-
nical assistance to States and local workforce investment areas that had previously not met
their performance goals. States received training in areas such as youth program design
and delivery, data collection and performance management, and how to understand, moni-
tor, and analyze WIA performance. This training allowed States to tailor their perform-
ance-improvement strategies based on their specific needs and deficiencies. ETA also
conducted State and local workforce investment area assessments in order to determine
the effectiveness of local youth programs. These on-site assessments helped regional
offices to tailor technical assistance resources and develop corrective action strategies to
address programmatic weaknesses and improve program outcomes. Additionally, ETA
implemented capacity-building initiatives for local workforce investment board staff,
whose role is critical to the success of youth programs. ETA conducted eight peer-to-
peer learning exchanges in the areas of recruitment and retention of out-of-school youth,
strengthening the connection between education and workforce communities, and docu-
menting competencies and gains through appropriate assessments and credentials.

Management Issues

The reliability and accuracy of third party data (data from youth service providers) report-
ed by States for the WIA performance measures are an ongoing management concern.
This concern was raised by the Office of Inspector General (OIG) in their September
2002 report, Workforce Investment Act Performance Outcomes Reporting Oversight. In
response to these concerns, DOL developed data validation handbooks, data validation
software, and policy on the implementation of data validation to assist States and Local
areas. DOL also issued Training and Employment Guidance Letter 3-03 entitled Data
Validation Policy for Employment and Training Programs on August 20, 2003, which pro-
vides guidance for validating Program Year 2002 data, including the requirements that
States conduct both report validation and data element validation by April 1, 2004.
Already, it appears that reporting problems experienced in prior program years have
mostly been eliminated and the majority of States are submitting more accurate and con-
sistent data.

In another OIG report that reviewed the programmatic aspects of the WIA youth pro-

gram, the OIG recommended that ETA ensure that the services provided and outcomes
achieved are better documented, and that ETA encourage revisions to WIA that improve
the youth program (see Study 7 in Appendix 3). In response, ETA revised a comprehen-
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sive case management manual and distributed it to all youth workforce investment areas
in November 2003.

The General Accounting Office (GAO) issued two reports pertaining to WIA programs
overall. The first report examined spending and financial reporting by States (study 14 in
Appendix 3), and the second report recommended the development of a research agenda
for the integration of programs in One-Stop Career Centers (study 17 in Appendix 3).
ETA is addressing these GAO findings and recommendations through issuance of clarify-
ing reporting guidance; examination of methods and systems for adjusting analysis of per-
formance outcomes to take into account economic, demographic, and other factors; com-
missioning an evaluation of the WIA performance measurement system (discussed below)
and an evaluation of the WIA youth program; and development of a five-year research
plan. Additionally, the WIA reauthorization proposal will address several of the recom-
mendations in the GAO reports. ETA also commissioned independently conducted stud-
ies of two demonstration programs that provided findings applicable to youth program-
ming (see studies 21 and 22 in Appendix 3). Details of these reports’ specific findings,
recommendations, and DOL actions taken can be found in Appendix 3.

ETA contracted with Social Policy Research Associates (SPR) to conduct an evaluation of
the WIA performance measurement system. SPR issued an interim report in August
2003 that recommended that DOL.: improve the negotiation process for determining
State levels of performance; develop adjustment models to account for differences in par-
ticipant and economic characteristics; refine older youth measures to reflect emphasis on
educational and skill attainment; provide a more standardized definition of credentials; focus
on customer satisfaction; and provide additional technical assistance. ETA is incorporating
the feedback and recommendations provided by SPR as it develops the new common per-
formance measures that ETA will implement beginning July 1, 2004.

The Administration’s Program Assessment Rating Tool (PART) review of WIA Youth per-
formance, conducted in 2002, included two recommendations: adopt common perform-
ance measures for employment and training programs, and plan and conduct an impact
evaluation. In response, beginning in Program Year 2004, ETA is adopting the common
measures, including a new measure to gauge WIA's Youth's cost-effectiveness. ETA will
also conduct an impact evaluation beginning in Program Year 2005.

Goal Assessment and Future Plans

ETA will continue with the same three performance indicators for Program Year 2003
(FY 2004). Performance targets for these three indicators will increase for PY 2003,
based on the improved performance in Program Year 2002. The older youth entered
employment rate is targeted to increase to 65 percent, the older youth employment
retention rate is targeted to increase to 78 percent, and the younger youth diploma
attainment rate is targeted to increase to 52 percent. Beginning in Program Year 2004
(FY 2005), ETA will implement the common measures for employment and training pro-
grams, as developed through an interagency process. The common measures for youth
include the following four indicators: placement in employment, post-secondary educa-
tion, or advanced training; attainment of a degree or certificate; literacy and numeracy
gains; and efficiency.
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aurice was a “challenging” teenager growing up

in Charleston, S.C., when his mother sent him to

the Brunswick Job Corps Center to save her son

from a life leading nowhere. Maurice enrolled

and studied welding, turned his grades around
and graduated with a high school diploma. He commented, “Job
Corps gives you room to grow and doesn't tell you what to do or
become.” He eamed a scholarship, paid by Job Corps, to Vance-
Granville Community College in North Carolina. After one semes-
ter of studying criminal justice, Hawkins joined the United States
Coast Guard. After the Sept. 11, 2001 terrorist attacks, a cam-
paign ensued to find the sailor who best represented the organi-
zation; Maurice was selected from over 200 candidates. He
spent a week in San Diego shooting commercials and posing for
magazine and billboard
ads. “I was honored to
be doing it,” he said.
Currently, Maurice is sta-
tioned in St. Petersburg,
Florida. He is also
preparing to become part
of St. Petersburg’s local
Partnership in Education
program. Maurice, who
plans to make a career of
the Coast Guard, was
recently promoted to the
rank of Petty Officer First
Class.
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Performance Goal 1.2B (Employment and Training Adminstration) PY 2002
Increase participation, retention, and earnings of Job Corps graduates in employment and
education.

Indicators
90 percent of Job Corps graduates will enter employment or be enrolled in education.

65 percent will continue to be employed or enrolled in education six months after their
initial placement date.

Graduates with jobs will be employed at average hourly wages of $8.20.

The number of students who attain high school diplomas while enrolled in Job Corps will
increase by 20 percent from Program Year 2001.

Results

The goal was not achieved. Two of the four targets were substantially reached or
exceeded, while performance as measured by the other two indicators fell just short of
their targets. Two indicators were slightly below their targets. In Program Year 2002,
6,381 high school diplomas were attained, compared to 3,260 in Program Year 2001,
well exceeding the target of 20 percent increase over Program Year 2001 levels. The
target average hourly wage rate of $8.20 was substantially reached, with an actual rate
of $8.03. The initial placement rate was 87 percent, three percentage points below the
target. The six-month placement rate was 63 percent, nearly reaching the 65 percent
target.

Program Description

The Job Corps Program is an intensive, primarily residential training program for youth
ages 16 to 24 who are economically disadvantaged and face other challenges, including
multiple barriers to gainful employment. Job Corps provides occupational skills, aca-
demic training, social education, and other support to some 68,000 participants at 118
centers nationwide. The program also provides career support services such as hous-
ing, transportation, and family support resources for program graduates for up to 12
months after graduation.

Job Corps helps participants achieve the skills and credentials required to be success-
ful, productive citizens, and to obtain placement opportunities that lead to long-term
employment. Job Corps’ approach provides personalized services through a career
development services system that includes outreach and admissions, career prepara-
tion, career development and career transition services. This continuum of experiences
and services is tailored to each student’s needs to reinforce necessary skills throughout
all phases of the program.



Analysis of Results

Job Corps’ high school diploma attainment rate increased by 96 percent in Program Year
2002, significantly exceeding the 20 percent increase target. This outcome is attributed
to a renewed focus on academic achievement and the establishment of new strategies
designed to facilitate students’ successful completion of diploma requirements.

The average hourly wage for Job Corps graduates continues to increase steadily. The
average hourly wage of $8.03 resulted in a seven cents per hour increase over last year’s
wage rate. However, since the target was significantly increased this year (by 95 cents),
the actual wage improvement was below the $8.20 target. Given slow economic condi-
tions experienced in Program Year 2002, these are solid results.

Initial placement and job retention at six months for Job Corps graduates were solid,
given economic conditions. Eighty seven percent of Job Corps graduates found jobs or
entered advanced education programs after graduation. Moreover, 63 percent were still
employed or enrolled in advanced education programs six months later. Even though the
placement indicators fell slightly short of their targets, the results are good for this hard-
to-serve population.

Strategies

Job Corps helps youth compete for jobs by providing services that are tailored to their indi-
vidual needs and aptitudes. Job Corps emphasizes strategies that focus on improving pro-
gram quality and providing individualized services. For example, Job Corps maximizes
every opportunity to collaborate with businesses, educational institutions, communities and
workforce development partner programs, to ensure that training is relevant to the antici-
pated needs of the labor market and to reduce duplication of service delivery efforts.

Job Corps’ competency-based education program helps students achieve the academic
and occupational skills needed to remain competitive. Individualized services include
academic and vocational training, work-based learning at employer sites, employability
skills development, information technology skills training, counseling/support services,
driver’s education, childcare support, and placement and transitional services support.
Concentrated efforts also focus on helping participants improve basic education skills,
particularly the growing population of Limited English Proficiency (LEP) students that
Job Corps serves.

The quality and effectiveness of performance improvement strategies is evaluated
through on-site assessments and rigorous monitoring of key activities, as well as detailed
strategic planning at the service delivery level. Strategies for improving program quality
include integrating performance accountability into the competitive procurement
process, evaluating vocational training programs to maintain high quality training tech-
niques that meet industry standards, and linking with employers to strengthen employ-
ment opportunities in high-growth industries.

Enhance Opportunities for America’s Workforce
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Management Issues

Job Corps uses a rigorously designed and comprehensive data collection system, consid-
ered one of the most effective among ETA programs, to measure performance results.
Job Corps’ Student Pay/Management Information System serves as the source for this
data. An independent research contractor retained by Job Corps national management
stringently reviews the system to ensure data integrity. The Office of Inspector General
also reviews the data and data collection system.

Goal Assessment and Future Plans

To provide a greater emphasis on long-term results, Job Corps’ Program Year 2003 gradu-
ate placement indicator has been replaced with an indicator for six-month job retention.
The new target, graduate average hourly wage at six months, will be $8.27. The six-
month job retention target will remain at 65 percent. The high school attainment rate
indicator will remain at a target level of 20 percent over the previous program year. In
Program Year 2004, ETA will implement the common measures for employment and
training programs that include four indicators: placement in employment, post-secondary
education, or advanced training; attainment of a degree or certificate; literacy and numer-
acy gains; and efficiency.
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Performance Goal 1.2C (Employment and Training Adminstration) — PY 2002
Increase entrance and retention of Youth Opportunity Grant participants in education,
training, or employment.

Indicators
51 percent of the 14-18 year-old youth who enter the program without a diploma or equiva-
lent will attain a secondary school diploma or equivalent by the first quarter after exit.

63 percent of the 19-21 year-old youth will be employed in the first quarter after pro-
gram exit.

77 percent of the 19-21 year-old youth employed in the first quarter after exit will be
employed in the third quarter after program exit.

Results

The goal was not achieved. Forty-six percent of the 14-18 year-old youth who entered
the program without a diploma or equivalent attained a secondary school diploma or
equivalent by the first quarter after exit as compared to a target of 51 percent. Fifty per-
cent of the 19-21 year-old youth were employed in the first quarter after program exit as
compared to a target of 63 percent. Seventy-eight percent of the 19-21 year-old youth
employed in the first quarter after exit were employed in the third quarter after program
exit as compared to a target of 77 percent.

Program Description

Youth Opportunity Grants (YOGS), which began operation in 2000, are a demonstration
aimed at increasing the long-term employment of youth who live in Empowerment
Zones, Enterprise Communities, and other high-poverty areas. These grants are targeted
to those urban and rural areas and Native American reservations most in need of employ-
ment assistance. Although the focus of the initiative is to increase youth employment,
YOGs aim to reduce dropout rates and teen pregnancy, increase enrollment in post-sec-
ondary education, decrease crime, and improve existing systems in poor communities for
serving at-risk youth. FY 2005 is the final year of funding for this demonstration program.

The three performance indicators were selected from seven WIA youth measures. For
the older youth population, entrance into employment and retention in employment are
the most appropriate indicators of success. For the younger youth population, where
services are geared toward academic achievement rather than career preparation,
achievement of a diploma or equivalent is the most meaningful indicator of future suc-
cess in the workforce. Program Year 2002 is the first year in which DOL is reporting
against these indicators.

Analysis of Results

Of the three performance indicators, only the older youth employment retention target
was reached. More than three quarters of those 19-21 year old youth who were placed in
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employment remained employed six months later. The younger youth diploma rate fell
short of the goal due to a number of factors. The Youth Opportunity Grant (YOG) tar-
geted population is a difficult population to keep engaged in the program to the point
where they are able to attain a diploma or General Education Diploma. For example,
the majority of exiters (participants who complete services or leave the program prior to
completion) included in this measure are out-of-school youth. Sixty three percent of
YOG participants are out-of-school compared to 28 percent in the WIA formula-funded
program. The low diploma rate also reflects a greater number of out-of-school youth
who leave the program prior to completion.

The older youth entered employment rate fell short of the target for similar reasons.
Out-of-school youth are a difficult population to place successfully in employment, espe-
cially given the economic circumstances over the past year. In times of recession, the
youth workforce typically experiences greater unemployment rates than the population as
a whole, and this year has not been an exception. The low entered employment rate also
reflects the large number of out-of-school youth who leave the program prior to comple-
tion. These youth tend to be highly mobile, and often face many environmental factors
that result in these participants leaving the YOG program prior to completion.

Because DOL had little prior experience serving a largely out-of-school youth population,
baselines from the WIA youth formula-funded program, a largely in-school youth pro-
gram, were used. Performance targets set for the YOG program were almost identical to
those set for the WIA formula-funded program. These targets have proven difficult to
meet in the YOG program, owing in part to the greater proportion of more difficult to
serve out-of-school youth.

DOL continues to emphasize to program operators the importance of regular participa-
tion for youth, especially out-of-school youth, and the importance of educational services
that will lead to GEDs and diplomas. DOL also continues to emphasize the importance
of pre-employment services, as they lead to successful entrance into the workforce. Both
of these efforts will help to improve performance on the diploma rate and entered
employment rate.

Strategies

Highly capable staff working directly with youth is critical to the effectiveness of the pro-
gram. To that end, ETA conducted peer-to-peer workshops for Youth Opportunity
grantee staff in the areas of increasing youth job placement, serving youth with learning
disabilities, serving youth with emotional problems, implementing quality case manage-
ment, and providing vocational training opportunities. ETA also conducted three sepa-
rate one-week sessions of the Youth Development Practitioner Institute, where front-line
staff received intensive training. In addition, ETA continues to provide direct technical
assistance to grantees for performance measurement and management. To improve pro-
gram performance, ETA convenes quarterly meetings with program directors, and closely
monitors monthly program progress measures.



Management Issues

Data for the older youth entered employment rate and older youth employment
retention rate include data from only half of the Youth Opportunity grantees, due to
problems with local grantees obtaining access to State Unemployment Insurance (Ul)
wage records.

The ability of grantees to report on the employment-related indicators—older youth
entered employment rate and older youth employment retention rate—continues to be a
challenge. Local grantees have experienced difficulty in working with State agencies to
access State Ul wage records, which are necessary to calculate the employment-related
indicators. Due to these difficulties, not all grantees have been able to report on the two
employment-related indicators. Grantees who have not submitted this data continue to
work with their respective States, and ETA anticipates data submissions to continue over
the course of the year. ETA is confident the data that have been submitted are reliable
and accurate. ETA is addressing these data issues for future discretionary grant programs.

Although grantees have struggled with reporting the employment-related WIA outcome
measures, they continue to report the additional monthly progress measures required by
the Department. These additional measures, which include process and interim meas-
ures such as participation and completion rates, have been critical to ETA and grantees
for management purposes.

The Office of Inspector General issued a Youth Opportunity Grant program audit enti-

tled Summary of Educational Services and Vocational Training Provided to Out-of-School

Youth on March 31, 2003. The OIG recommended that ETA consider strengthening

educational and vocational training activities, establish procedures for exiting inactive par-

ticipants, assess the accuracy of performance reporting and correct inaccurate reporting,
and provide a clearer definition of out-of-school youth. In response, ETA has empha-
sized the importance of educational and vocational training activities through a variety of
means including training, goal setting, and grant requirements. ETA has procedures in
place for exiting inactive participants and has conducted an audit of Management

Information System (MIS) specifications. Additionally, ETA has a variety of MIS training

available to assess and correct inaccurate reporting. ETA will address the lack of a clear
definition of out-of-school youth through the WIA reauthorization process. More infor-
mation about this audit can be found in Appendix 3 (Study 5).

Goal Assessment and Future Plans
ETA will continue with the same three performance indicators for Program Year 2003.

Enhance Opportunities for America’s Workforce

uentin was a Molokai High School drop-out at the

age of 15. Out of school for two years and four

grades behind his peers, Quentin enrolled in Myron B

Thompson’s E-Charter Academy last year, and made

up two years of school work in five months. He was
enrolledyin the Youth Corps Program where he learmned important
life skills. As a result of his perseverance in the E-Charter
Academy and the Youth Corps Program, Quentin caught up with
all of his classes. In July 2003, he achieved his high school
diploma and graduated in a
Myron B Thompson gradua-
tion held at Kamehameha
Schools. He was accepted
and enrolled at Kapiolani
Community College for the
2003 Fall semester, and
strives to achieve an
Associate Degree in Liberal
Arts. Quentin's dream is to
run his own business.

Annual Report 60



he Bureau of Labor Statistics (BLS) makes information
related to important economic indicators available to
the public through a variety of means, including semi-
nars and trade association conferences.

The Department of Labor's Bureau of Labor Statistics (BLS) is responsible for produc-
ing some of the Nation's most important economic indicators. Several of the key BLS
data series are Principal Federal Economic Indicators. These key indicators, as well as
other economic data produced by BLS, provide American workers, employers, and poli-
cy makers with the information they need to keep our country competitive in a global
economy. Every month, for example, BLS reports on the number of jobs and on the
number of workers in the labor force. BLS publishes job information by industry and
location down to the county level within each State.

BLS provides employment information by occupation, education and training require-
ments, and industry. One searchable database allows users to search by education and
training category to compare data on occupations within the education and training cate-
gory. A second searchable database allows users to search the nearly 700 occupations
within and across 260 industries. For example, an occupation search allows users to see
which industries provide the most jobs for workers in that occupation, and an industry
search allows users to see which occupations in that industry account for the most jobs.

BLS also publishes information about jobs in its popular Occupational Outlook Handbook.
This print and website publication assists students and others to compare occupations in
terms of employment size, projected employment growth, earnings, education or training
requirements, opportunities for self-employment and part-time work, and can be very valu-
able in career decision-making.

BLS not only provides information on the United States, but it also provides information
on the world at large. During this year, BLS partnered with DOL’s Bureau of
International Labor Affairs to produce a Chartbook of International Labor Comparisons,
focusing on the comparative labor market situation in the United States, Europe, and
Asia. In her forward to the document, Secretary Elaine Chao noted that “A comparative
labor market perspective...can be helpful in the policy development process. This chart-
book provides information that can be used to assess U.S. economic and labor perform-
ance relative to other countries and to evaluate the competitive position of the U.S. in
international trade.”

After developing he North American Industry Classificatin System (NAICS) in coopera-
tion with Canada and Mexico, BLS continues to implement the NAICS in its industry-
based series. Not only does NAICS make our data consistent with our neighbors’ data, it
also changes the focus of industrial classification to being based on the activity in which
the establishment is primarily engaged. This approach will help us to move from the old
system, which was heavily focused on manufacturing, to a new system that ensures that
our economic statistics reflect our Nation’s changing economy.
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FY 2003 program costs of $533 million supported BLS programs to produce and dis-
seminate timely, accurate, and relevant information on the economy. The Bureau’s
budget and costs grew incrementally from 1999 to 2003. This trend is attributed pri-
marily to inflationary cost increases; the creation of new programs, such as the Job
Opening and Labor Turnover Survey and the American Time Use Survey; and impor-
tant improvements to the Consumer Price Index (CPI), Producer Price Index (PPI),
and Employment Cost Index (ECI), including efforts to modernize the computing sys-
tem for monthly processing of the PPI.

Substantial challenges face BLS, including the changing economy, maintaining sufficient
response levels, and evolving technology. BLS uses various strategies to address these
challenges, which include the following:

To respond to the changing economy:

o Introduce a new quarterly data series on business employment dynamics.
The new series tracks gross job gains from expanding and opening establishments
and gross job losses from contracting and closing establishments. The additional
measures show the dynamic labor market changes that underlie the net
employment change and will enhance the ability of economists, policy makers,
and the business community to understand business cycles.

To maintain a high level of response for its voluntary surveys:

o Complete research studies to better understand the causes of nonresponse,
including factors that are under BLS control and those that are not. Some
specific recommendations for reducing nonresponse from the studies
include increasing BLS visibility with respondents and accelerating the
introduction of additional data reporting options, including Internet reporting
and electronic mail.

To meet the challenges of evolving technology:

o Continue to use technology to enhance BLS survey methods to improve the
efficiency of BLS programs. An example is the PPI effort to switch from
paper forms to broadcast fax as the primary means for respondents to receive
that month’s survey repricing forms.

« Continue to ensure the security of our computer systems and confidential data
by improving virus protection. This is especially important as more and more of our
users rely upon our website to obtain the information that they need from BLS.
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Performance Goal 1.3A (Bureau of Labor Statistics) — FY 2003
Produce and disseminate timely, accurate, and relevant economic information.

Indicators

Percentage of releases of National Labor Force; Employment, Hours, and Earnings;
Consumer Price Index; Producer Price Index; U.S. Import and Export Price Indexes; and
Employment Cost Index that are prepared on time; measures of accuracy for each Principal
Federal Economic Indicator; and BLS Internet site improvement initiative.

Results
The goal was achieved. Targets were reached for timeliness, accuracy, and
economic relevance.

Analysis of Results

The Bureau of Labor Statistics (BLS) reports performance for this goal using such meas-
ures as timeliness, output, relevancy, accuracy, and access. Extracted from those meas-
ures and presented here are the following measures: timeliness, accuracy, and access.
The first, timeliness, addresses how often the Department's Bureau of Labor Statistics
meets the release dates in the published schedule of its Principal Federal Economic
Indicators. The second, accuracy, indicates how well BLS statistics reflect the economic
activity described. The third, access, reflects the continued improvements to the BLS
Internet site.

Timelingss

BLS met the timeliness measures for all programs. A comparison of actual release dates
to the published release schedule of BLS Principal Federal Economic Indicators provides
the data for measuring the results of the timeliness indicator. The report includes the
results for these indicators: National Labor Force; Employment, Hours, and Earnings;
Consumer Price Index; Producer Price Index; U.S. Import and Export Price Indexes; and
Employment Cost Index.

For these indicators, BLS scheduled 52 releases in 2003, comprised of quarterly releases
of the Employment Cost Index and separate monthly releases of the National Labor
Force and Employment, Hours, and Earnings; Consumer Price Index; Producer Price
Index; and U.S. Import and Export Price Indexes.

BLS continued efforts to improve the timeliness of the data. For example, more respon-
dents of the U.S. Import and Export Price Indexes and the Producer Price Index now
routinely fax responses back to BLS, which has improved the timeliness of respondents’
data. The use of electronic data collection has increased. For example, the Internet
Data Collection Facility (IDCF) has been expanded to two more programs, with others
under development. Once again, this collection method allows for quicker receipt of
respondent data and provides more reporting options for respondents.



Accuracy

BLS reached the established accuracy targets. Each of the indicators addressed in this

goal has a unique accuracy measure. Appendix 4 provides information on individual pro-
gram measures and performance. The accuracy measure not only assures that the indica-
tor reflects the economic activity described, but also assures that it is relevant to the user.

To remain responsive to those who rely on BLS data, BLS continuously invites advice and
ideas from users and experts in business, labor, professional and academic organizations,
and from members of the public. The Federal Economics Statistics Advisory Committee
(FESAC), which is composed of economic, statistical, and behavioral science researchers,
continued to provide advice and recommendations in areas such as statistical methodology,
survey design, and data collection and analysis. For example, the FESAC reviewed papers
on the disparity between alternative measures of consumer expenditures and the price
indexes associated with them; changes in data editing procedures and strategies resulting
from Web-based survey instruments developed for business establishment surveys; and
technical and theoretical issues underlying the construction of the Employment Cost Index
(ECI). Additionally, spring and fall meetings of the BLS Business and Labor Research
Advisory Councils yielded advice for BLS regarding its statistical and analytical work, pro-
viding perspectives on the needs of the business and labor communities, respectively.

BLS uses various strategies to maintain a high level of cooperation for its voluntary sur-
veys. BLS continues to reduce respondent burden through ensuring that there is not
duplication of data collection efforts. The Confidential Information Protection and
Statistical Efficiency Act of 2002 promotes statistical efficiency by providing for the shar-
ing of business data among the BLS, Bureau of Economic Analysis, and Bureau of the
Census. Another strategy is to increase the number of options available to respondents
for transmitting their information to the Bureau. By giving respondents more data col-
lection options, BLS hopes to ease their burden. For example, the Employment, Hours,
and Earnings program encourages respondents to provide data monthly through the
Internet, in addition to other options such as touch-tone data entry, computer-assisted
telephone interviews, and electronic file transfer.

Access

The BLS Internet site, which averages over two million user sessions each month, contin-
ues to improve. For example, a new maps tool was added. With this tool, users can down-
load maps showing unemployment rates by State, county, or metropolitan statistical area,
for any month or year since 1990. Also, an interactive query capability to access demo-
graphic data in the National Labor Force program was initiated. These enhancements
increase the accessibility and functionality of the BLS Internet site for our data users.

Enhance Opportunities for America’s Workforce

hen Tom needs an explanation about the process

used to convert a data series from the Standard

Industrial Classification to the North American

Industrial Classification System, he turns to the

Economic Analysis and Information (EA&I) Office
in Kansas City, one of eight EAGI Offices that DOL's Bureau of
Labor Statistics (BLS) maintains throughout the country. Tom
reviews procurement contracts as part of his job in Material
Estimating at Bombardier Aerospace in Wichita, Kansas.
Bombardier assembles the Challenger 300, Learjet 40, Learjet
45, Learjet 45XR, and Learjet 60 business aircraft for clients
worldwide. Tom uses BLS earnings data and price indexes to
estimate future labor and product pricing based on the terms
and conditions negotiated in long-term contracts with suppliers.
EA&I staff assist Tom with tasks such as determining when aver-
age hourly eamings figures include lump-sum payments, or
locating the data he needs among hundreds of price and
eamings data series. The Economic Analysis and Information
Office in Kansas City, along with EA& Offices in Boston, New
York, Philadelphia, Atlanta, Chicago, Dallas, and San Francisco,
can be reached through the website of DOL's Bureau of Labor
Statistics at http:/www.bls.govibls/regnhome.htm.

Tom of Bombardier Aerospace checks business jet contracts.
Photo Credit: Loretta Reuther, Bombardier Aerospace
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ontracts for the manufacture of commercial aircraft
use escalation formulas to cover price changes during
the time period between customer order and product
delivery, which can span many years. These price
escalation formulas are often linked to changes in the
cost of employee compensation as measured by the Employment
Cost Index (ECI) of DOL's Bureau of Labor Statistics (BLS). The
ECl is a quarterly index measuring change in labor costs over
time. Ty, a senior analyst in The Boeing Company's Commercial
Estimating & Pricing group, uses ECI aircraft manufacturing
industry data that he downloads from the BLS website to help
determine the final price on Boeing's commercial aircraft deliv-
ery invoices. As part of his job reviewing and approving invoic-
es, Ty consults staff at BLS to investigate index fluctuations that
might raise questions with customers. ECI fluctuations result
not only from changes in wages and salaries, but also the cost
of benefits such s retirement and health insurance plans. The
Employment Cost Index can be found on the website of DOL's
Bureau of Labor Statistics at http:/mw.bls.govincsfect/home.htm.
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Management Issues

The performance measures used for this outcome goal highlight the accomplishments of
the Bureau’s statistical programs. The Interagency Council on Statistical Policy’s
Guidelines for Reporting Performance by Statistical Agencies provides guidance on meas-
uring and reporting on statistical program performance. Timeliness and accuracy are
identified as critical aspects of performance, as is achieving customer satisfaction with sta-
tistical products and services.

The performance measures used for this outcome goal are obtained from information
available to the public. Timeliness data come from comparing the published release
schedule to the actual news release date. Likewise, accuracy measures are discussed
within the statistical program news release, and detailed documentation of how the meas-
ures are derived is provided on individual program home pages on the BLS Internet site.
Finally, new Internet functionality can be found on the “What's New” page on the BLS
Internet site.

BLS programs are evaluated both internally and externally to ensure that they provide
taxpayer value. As described in OMB Statistical Policy Directive #3, the seven statistical
series designated as Principal Federal Economic Indicators are evaluated on a three-year
schedule. In FY 2003, BLS submitted required performance evaluations for the U.S.
Import and Export Price Indexes and the Consumer Price Index.

During this year, the Office of the Inspector General (O1G) conducted a Government
Information Security Reform Act (GISRA) Review of the Current Employment Statistics
program. The review is described in Appendix 3 of this report (Study 1).

To determine customer satisfaction with BLS statistical products and services, BLS par-
ticipated in the American Customer Satisfaction Index (ACSI) survey conducted by the
University of Michigan. BLS received a customer satisfaction score of 74 in 2003; the
aggregated Federal government score in 2002 was 70.2.

Goal Assessment and Future Plans

The Program Assessment Rating Tool (PART) review recommended that BLS develop
more outcome-based, quantitative, and transparent performance measures. Working col-
laboratively with the Department, BLS revised its FY 2004 performance goal: Goal 1.3A
— Improve information available to decision-makers on labor market conditions, and
price and productivity changes.
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Performance Goal 1.3B (Bureau of Labor Statistics) — FY 2003
Improve the accuracy, efficiency, and relevancy of economic measures.

Result
This goal was achieved. All FY 2003 milestones for improving the accuracy, efficiency,
and relevancy of the economic measures were achieved.

Indicators

This goal measures achievement of significant milestones that reflect the Department's
Bureau of Labor Statistics (BLS) commitment to continuous improvement of its statisti-
cal processes and products.

Analysis of Results

Milestones for Significant New or Enhanced Efforts in FY 2003

NAICS Conversion: The North American Industry Classification System (NAICS)
replaces the Standard Industrial Classification (SIC) system and offers a new and more
consistent approach to industrial classification that better reflects the modern economy.
The following programs completed conversion from SIC to NAICS in FY 2003:
Conversion for the National Labor Force data series was completed with the release of
January data in February 2003. Conversion for Employment, Hours, and Earnings was
completed in two parts; the new series was introduced in March 2003 for State and
Metropolitan Area series, and conversion of national series was completed in June 2003.
Conversion for the Job Openings and Labor Turnover Survey was completed with the
release of May 2003 data in August 2003. In addition, conversion for the industry labor
productivity series was completed in September 2003.

Consumer Price Index, Item Sample Update: The accuracy of the Consumer Price
Index (CPI) depends on the items that are included in the index. The CPI implemented
a new, more rapid process for updating the items in a significant proportion of CPI cate-
gories. Items are now updated twice as often as they were in the past. A continuing
evaluation of the new item samples relative to the old item samples will be conducted to
determine if the objective of keeping samples more in line with current economic condi-
tions is being achieved.

Consumer Price Index, Electronic Data Collection: Each month, CPI data collec-
tors obtain price information from thousands of retail stores, service establishments,
rental units, and doctors’ offices all over the United States. BLS completed implementa-
tion of a new process to electronically collect prices for CPI1 items other than rent.
Implementation began in September 2002, and was completed for all 87 CP1 pricing
areas in April 2003. The process offers numerous benefits, including the reduction in
time required to transmit and process data, and increased accuracy and efficiency in data
entry and review.

U.S. Import and Export Price Indexes: BLS has undertaken a multiyear project to
modernize the computing system for monthly processing of the Producer Price Index and
the U.S. Import and Export Price Indexes. One result of this modernization is to signifi-

Annual Report 66



A Prepared Workforce

he Boulder-Longmont area in Colorado was the leading

metropolitan area for software employment relative to

overall population from 1998 to 2001, ahead of San

Jose, Washington, DC, and San Francisco, according to

a “top 25” list released by the Software and Information
Industry Association (SIIA) in September, 2003. The SIIA list
was developed using Occupational Employment Statistics infor-
mation from DOL's Bureau of Labor Statistics (BLS), which pub-
lishes annual estimates of employment for over 700 occupations
for the Nation as a whole, for individual States, for metropolitan
areas, and for specific industries nationwide. For the last four
years, Anne, SIIA Director of Research, has produced the ranking
from an index she creates of software-related occupational
employment by metropolitan area. The resulting “top 25” list
containg some surprise cities, according to Anne, showing that
software jobs are not concentrated just in Silicon Valley.
Information from the Occupational Employment Statistics pro-
gram can be found on the website of DOL's Bureau of Labor
Statistics at http:/mww.bls.gov/oesihome.htm.
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cantly improve the reliability of the U.S. Import and Export Price Indexes by producing
annually weighted indexes. Historically, these indexes have been re-weighted every five
years. These annually weighted indexes will be published in February 2004 with the
release of January 2004 data.

Industry Productivity: Users of the productivity statistics have stated the critical need
for more coverage in the service sector. Labor productivity and unit labor cost measures
for six new service-producing industries were published in January 2003. Multifactor
productivity and related cost measures for the airline transportation industry were pub-
lished for the first time in September 2003. This is a multiyear project with additional
service sector coverage planned.

BLS Internet Data Collection Facility: BLS relies on thousands of businesses to pro-
vide information on a voluntary basis. BLS offers respondents a wide array of reporting
mechanisms, including state-of-the-art technology tools. The Internet Data Collection
Facility (IDCF) provides a single, manageable, and secure architecture for Bureau sur-
veys to use in collecting information over the Internet. The IDCF is currently being
used to collect respondent information for the Employment, Hours, and Earnings pro-
gram and the Survey of Occupational Injuries and Illnesses. In addition to providing
more reporting options for respondents, this data collection method is intended to
increase the accuracy and efficiency of collection. BLS continues to work on new pro-
grams under IDCF, including the Producer Price Index and the U.S. Import and Export
Price Indexes.

Management Issues
Management issues for performance goal 1.3B can be found under the same section for
performance goal 1.3A.

Goal Assessment and Future Plans

The Program Assessment Rating Tool (PART) review recommended that BLS develop
more outcome-based, quantitative, and transparent performance measures. In this goal,
previous measures indicated if the projects were completed on schedule, rather than if
the projects achieved the outcome of improving accuracy, efficiency, or relevancy of the
statistical data. Working collaboratively with the Department, BLS revised its perform-
ance goals and measures for FY 2004. In many instances, the new measures quantify
annual milestones that previously had not been quantified. The new goal reads: Goal
1.3A — Improve information available to decision-makers on labor market conditions and
price and productivity changes.
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Strategic Goal

Promote the Economic Security of Workers and Families

United States Department of Labor

he Department enhances workers” economic security by:

Protecting workers’ wages and working conditions;

o Providing unemployment compensation and other henefits when workers are unable to work; and

« Expanding, enhancing, and protecting workers’ retirement plans, health care plans, and other benefits.
These strategies are designed to overcome the numerous challenges posed by changing demographics and an increasingly
global economy.

Protecting vulnerable populations and protecting and expanding pension and health care coverage are key issues for DOL efforts
under this strategic goal. In certain industries, violations of labor standards governing wages and working conditions are more often
egregious and complaints less common. Employers in many labor-intensive industries, such as agriculture, garment, health care,
guard and janitorial services, restaurants, hotels/motels and day-haul, have at times skimped on wages and benefits, while their
workers — including many legal and undocumented immigrants — are less likely than other workers to complain.

Retirement and health care security is also becoming elusive. Once it was common for employees to be covered by defined benefit
pension plans, which provided a specified lifetime income upon retirement. Today, many workers participate instead in defined con-
tribution plans — pre-tax individual savings accounts such as 401(k) plans. Thus, where once many workers could look forward to
a secure lifetime pension after retirement, workers now must assume more responsibility for retirement savings and planning,
including making investment decisions and managing investment risks. Access to benefit plans is also an issue. Small businesses
have become an ever more vital component of job creation, yet they lag significantly behind larger businesses in offering retirement
and health plans. Employers and employees are confronted with rising health care costs, since today most plans include some self-
insurance.

The Department’s strategic goal of A Secure Workforce consists of three outcome goals. The first focuses on safeguarding employ-
ees’ wages, working conditions, and union democracy and financial integrity. The second deals with relief in the form of unemploy-
ment, disability, and pension and health care insurance benefits, and the third captures DOL's responsibility to assist workers dislo-
cated by mass layoffs in securing employment, retaining that employment, and replacing lost wages:

Outcome Goal 2.1
Increase Compliance with Worker Protection Laws

Outcome Goal 2.2
Protect Worker Benefits

Outcome Goal 2.3
Increase Employment and Earnings for Retrained Workers

Agencies with programs supporting this strategic goal are the Employment Standards Administration (ESA), Employment and Training
Administration (ETA), Employee Benefits Security Administration (EBSA), and the Pension Benefits Guaranty Corporation (PBGC).

In FY 2003, the Department made the U.S. workforce more secure by a number of measures. Five of eight performance goals were
achieved or substantially achieved (one and four, respectively). Highlights of specific improvements are discussed one program at a
time in the paragraphs below.
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ESA, with responsibility for hoth performance goals under Outcome Goal 2.1, substantially achieved one and did not achieve the other.
o The Wage and Hour Division reduced the average number of days to conclude a complaint by 16 percent, increased the number of reinvestigations without a violation by 3
percentage points, reduced reinvestigations with identical violations by 2 percentage points and reached 9 of 10 targets for improved compliance in targeted industries.
o TheOffice of Labor-Management Standards fell short of its target for timely filing of union financial reports but the portion of its resources applied to criminal investigations
that result in convictions rose to 63 percent (vs. a target of 53 percent).

Outcome Goal 2.2 consists of four performance goals for four different agencies — ETA, EBSA, ESA and PBGC. One goal was achieved and the other three were substantially achieved.
o ETAsUnemployment Insurance program increased the timeliness of first payments and of determinations that established employers as newly liable for filing Ul reports and paying Ul taxes.
o EBSAreached all of its targets by achieving a 69 percent corrected violations rate in closed civil cases, referring 40 percent of criminal cases for prosecution and raising its Customer
Satisfaction Index score to 59.
o ESA'sOffice of Workers Compensation Programs reached 8 of its 10 targets. Lost production days (due to illness or injury) in federal agencies rose slightly. However,
medical costs were held in check and all claims processing targets were exceeded.
« PBGC significantly reduced the average timeframe to send benefit determinations to participants in defined benefit pension plans they had taken over (from 3.3 years to 2.2 years).

ETA operates the programs in Outcome Goal 2.3. Neither of the two performance goals were achieved this year.
o TheWorkforce Investment Act Dislocated Worker program exceeded its employment and retention targets with actual rates of 82 percent and 90 percent, respectively.
Eamings replacement, though high at 90 percent, was below an ambitious target of 98 percent.
o Trade Adjustment Assistance performance was disappointing, with employment, retention and eamnings (62 percent, 84 percent and 75 percent) all well below targets and
performance in the prior two years.

Strategies for continued contributions by the Department to Americans’ economic security are:
o Help employers and labor unions understand their responsibilities under worker protection laws
 Target enforcement efforts
o Provide unemployment insurance administration oversight and assistance to States
«  Improve unemployment insurance information access and analysis
« Create more knowledgeable consumers of employee benefits through outreach and education
« Streamling processing of benefit claims
o Assist federal employees’ return to work through better coordination of medical treatment
« Provide women the tools they need to increase their financial security and retirement savings.

All major DOL programs associated with this strategic goal, along with their purposes, results, costs, strategies, management issues and plans for FY 2004 are discussed in the following
pages. Detailed historical information on each indicator is available in Appendix 4.
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igrant workers, such as this one tending a vine-
yard in California, are served by ESA's Wage and

T SR S The Department of Labor administers and enforces a number of Federal laws to protect
Hour Division, which administers and enforces

. : workers. These mandates and their implementing regulations cover over 10 million

the Migrant and Seasonal Agricultural Worker o . ; o )

e 6, T T e employers and 130 million workers in various workplace activities. The Fair Labor
standards for wages and working conditions that apply to this Standards Act (FLSA), which establishes minimum wage, overtime and youth employment
type of worker. protections, addresses many new and difficult challenges facing the American workforce in
the competitive global economy. The Labor-Management Reporting and Disclosure Act
(LMRDA) advances workplace protections through union democracy and financial integri-
ty standards and required reporting by unions and others for public disclosure.

In furthering the economic security and welfare of workers and families, the Department
seeks compliance with worker protection laws through compliance assistance, education,
partnerships and, where appropriate, through enforcement action. The Department
involves all segments of business and industry—contractors, manufacturers, retailers,
business associations, consumers, worker advocacy groups, financial and health care com-
munities and unions—in advancing the economic well-being of the Nation’s workers.
The DOL organization dedicated to achieving this goal is the Employment Standards
Administration (ESA). This agency has developed programs that assist businesses and
other organizations subject to ESAS regulations to comply with their provisions through
public education, outreach, and partnerships as opposed to limiting their efforts to tradi-
tional enforcement techniques that detect violations after workers have suffered harm.

ESA’s Wage and Hour Division (WHD) and Office of Labor Management Standards
(OLMS) devote significant resources to increasing public access to vital information that
enables individuals and practitioners to better understand and monitor their rights and
responsibilities under the law.

Each year, ESA distributes thousands of publications and pamphlets that provide basic
information about voluntary compliance, and staff conduct dozens of educational meet-
ings, conferences, and seminars as part of the WHD outreach effort. Because many
young workers are employed in low-wage occupations and industries, ESAs expanding
Youth Rules! Website provides a gateway to information on youth employment issues for
young workers, their parents, educators and employers.

In support of the enforcement of laws designed to guarantee an honest day’s pay for an
honest day’s work, ESA engages in strategic partnerships with employer associations,
multi-establishment employers, commercial consumers, the States, and intermediaries —
non-governmental agencies and organizations such as faith-based groups, unions, and
other social service organizations with direct contact with workers, especially low-wage
workers and those facing language barriers.

ESA conducts compliance assistance seminars and maintains liaison with union officials
to promote education and voluntary compliance with the LMRDA. Publications inform-
ing union officers and members about rights and responsibilities under the law are widely
available through ESA headquarters, at field offices located throughout the nation and
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through the ESA-OLMS Internet site. ESA strives to make effective use of the Internet
in serving the American workforce. Since FY 2002, ESA has maintained an Internet-
based public disclosure service that provides ready access to a searchable database of
information reported under the LMRDA.

OQutcome Goal 2.1
Net Costs (SM)

=
=
=

FY 2003 program costs of $273 million supported ESA's Wage and Hour Division
(WHD) and Office of Labor-Management Standards (OLMS) programs. This is an
increase of $5 million over FY 2002. The WHD budget increased slightly to cover
operating expenses for the year. Approximately 75 percent of WHD’s time is devoted
to complaint investigations and resolution. The success of this effort is reflected in the
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FY 2003 performance results that show ESA decreased the average number of days to
conclude a complaint from 129 days to 108 days.

The additional costs for ESA also reflect, in part, an OLMS program enhancement to
increase the number of compliance audits conducted through two investigative audit pro-
grams: the Compliance Audit Program and the International Union Compliance Audit
Program. Over time, the resources dedicated to the compliance audit programs are
expected to yield an increase in the number of criminal investigations conducted.
Increased audits and compliance assistance significantly enhance the impact of the
Department in its mission to protect union financial integrity and enforce the LMRDA
reporting provisions.

The decline in the graph is accounted for by approximately $95 million associated with
the Employee Benefits Security Administration's performance goal that was part of this
outcome goal in FY 2002 but was included in Outcome Goal 2.2 in FY 2003.

The primary challenge for ESA's worker protection agencies in building a competitive
workforce for a global economy is to ensure that the protections are appropriate for and
keep pace with the changes occurring in the American workforce. Virtual workplaces,
aging workers, increased numbers of women and minorities in the workforce, immigra-
tion, organized labor, the growth of small businesses, and the ongoing shift from a manu-
facturing to a service economy will all be important factors as U.S. businesses seek to
comply with worker protection laws in the future.

ESA is working to improve the effectiveness of its compliance assistance program and
enforcement interventions to ensure that employers subject to investigation understand
and comply in the future. Increasing reliance on immigrant and minority workforces,
intense external competitive pressures and high turnover rates remain prevalent today,
and the current compliance levels reflect the impact of these external factors.

Recidivism data will assist in the development of more effective compliance assistance

programs and materials, and will provide the opportunity for targeted enforcement inter-
ventions against serious and repeat violators.
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Performance Goal 2.1A (Employment Standards Administration) — FY 2003
Covered American Workplaces Legally, Fairly, and Safely Employ and Compensate their
Workers

Indicators
Improving customer service by decreasing the average number of days to conclude a
complaint.

Reducing employer recidivism.

Increasing compliance in industries with chronic violations, i.e. garment manufacturing,
long term health care and agriculture.

Results
The goal was substantially achieved. The three performance indicators contain a total of
13 targets, 12 of which were reached.

Program Description

ESA's Wage and Hour Division (WHD) administers and enforces a number of federal
statutes that establish minimum standards for wages and working conditions, including
the Fair Labor Standards Act (FLSA), the Migrant and Seasonal Agricultural Worker
Protection Act (MSPA), the Family and Medical Leave Act (FMLA), certain provisions
under the Immigration and Nationality Act, and various government contract laws.
Indicator results, strategies, and future plans follow.

1. Improve customer service by decreasing the average number of days to con-
clude a complaint. In FY 2003, decrease by 2 percent over the FY 2002 baseline.

Results
The target was reached. In FY 2003, ESA decreased the average number of days to con-
clude a complaint from 129 days to 108 days.

Strategies

Established complaint intake procedures are used to ensure proper screening of com-
plaints and to review complaint inventories. ESA is streamlining procedures to ensure
early contact with complainants, development of case facts, identification of the appropri-
ate investigative tool, and identification of potential litigation cases.

2. Reduce employer recidivism. In FY 2003, increase the percent of reinvestiga-
tions without any violations by 2 percentage points; and decrease the percent of
reinvestigations with identical violations by 2 percentage points.
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Results

Both targets were reached. In FY 2003, ESA increased the percent of reinvestigations with-
out any violations from 34 percent to 37 percent. Also, ESA decreased reinvestigations with
identical violations from 19 percent to 17 percent.

Strategies

ESA is focusing on employers with continuing identical violations and implementing a
comprehensive education program, including technology-based compliance assistance.

In addition, ESA is providing compliance assistance on all applicable statutes during an
investigation; securing agreements for future compliance and obtaining commitments for
corporate-wide compliance by multi-establishment employers through formal and infor-
mal agreements; assessing penalties; pursuing litigation and prosecution; and publicizing
the consequences of non-compliant behavior as may be appropriate for willful and repeat
violators.

Future Plans
ESA is modifying its indicator in FY 2004 to one statute — the law with the most general
application:
« Increase percent of prior violators who achieve and maintain substantial Fair
Labor Standards Act (FLSA) compliance following a full FLSA investigation.

3. Increase compliance in industries with chronic violations including garment
manufacturing, the long-term health care industry, and agriculture commodities.

In FY 2003, ESA set a number of indicator targets on an industry-by-industry basis because
they are directly related to overall industry compliance. Industry-specific analysis follows.

Garment Manufacturing
Targets for all five indicators were reached:

a.. Establish a baseline of the percent of employees in southern California
paid “on the payroll”.

Results

A baseline of 91% of employees in southern California paid “on the payroll” was estab-
lished. The 2000 investigation—based compliance survey in southern California found
that those shops paying employees “on the payroll” were more likely to be in compliance;
none of the shops paying employees “off the payroll” were in compliance.

Strategies

DOL is meeting with organizations and businesses to discuss the impact on minimum
wage and overtime compliance when workers are paid “off the payroll”. ESA is making
visits to contractors to provide compliance assistance and is working with manufacturers
who monitor their contractors.

a.ii. Increase by 2 percent the number of manufacturers that monitor their
contractor shops for compliance in southern California (including
conducting unannounced visits and payroll reviews).
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Results

ESA increased by 2 percent, from 700 to 715, the number of manufacturers that monitor
their contractor shops. In the FY 2000 survey in southern California, DOL found that the
level of compliance for contractor shops was 44% compared to 11% for shops not moni-
tored. Compliance increased with unannounced visits and payroll reviews.

Strategies

Monitoring contractor shops improves compliance with labor laws. ESA is visiting
manufacturers to obtain an agreement to implement or improve an effective monitor-
ing program. ESA is also conducting monitoring training sessions and offering to
review the attendees’ first monitoring report. DOL signed an agreement with the
Korean American Manufacturers’ Association (KAMA) for a program under which
KAMA members will closely monitor the garment contractors who produce their goods
to help ensure compliance.

a.iii.  Increase by 5 percent the number of new contractors in New York City
participating in the “Compliance Assistance Program for New
Contractors”.

a.iv. Increase by 2 percent the number of manufacturers in New York City

that monitor their shops for compliance.

a.v. Establish a baseline of the percent of employees in New York City paid
“on the payroll”.

Results

ESA-WHD increased the number of New York City new contractors participating in the
program from 69 to 73. Of the 73 contractors, 24 were randomly selected for investiga-
tion after the payroll review and 19 (79 percent) were found in compliance — an increase
from last year when 43 percent were found in compliance.

ESA-WHD increased from 150 to 158 the number of manufacturers in New York City
that monitor their shops for compliance. A baseline of 33 percent of employees in New
York City paid “on the payroll” was established.

Strategies

DOL and New York State Department of Labor jointly identified all newly registered
contractors, educated them about the FLSA requirements and invited them to submit a
sample of their payroll records for review. A small number were