DEPARTMENT OF LABOR

C.L. “BUTCH” OTTER, GOVERNGR
ROGER B. MADSEN, DirecToR

TRANSMITTAL #4

MEMORANDUM

May 3, 2010

TO: Workforce Development Council s h 100
FROM: Roger B. Madsen, Director

SUBJECT: Workforce Investment Act Waiver for On-the-Job Employer Reimbursement Rates

ACTION REQUESTED:  Approval of the Waiver to Increase Employer Reimbursement Rates for
State WIA OJT Activities

BACKGROUND:

The recession has cost the Idaho economy more jobs than at any time since World War II, and the state
is committed to supporting innovative strategies to help these workers and promote economic recovery.

On-the-job training activities through the Workforce Investment Act encourage employers to create jobs
by reimbursing some of the costs of providing workers the training to develop the skills necessary to fill
these jobs. OJT requires active participation from employers for training to take place at a worksite and
an agreement between the state’s WIA service providers on behalf of the individual receiving OJT and
the employer providing the training at the worksite.

Currently, the U.S. Department of Labor allows reimbursement of up to 50 percent of the wage rate to
compensate for the employer's additional costs to train an OJT worker. This 50 percent reimbursement
rate limits the state’s ability to market the OJT program to employers. Employers often conclude that the
50 reimbursement limit is not sufficient to offset the costs of training inexperienced individuals despite
the benefits of training individuals for specific needed jobs.

The U.S. Department of Labor has allowed waivers of the 30 percent limit so higher employer
reimbursement rates can be provided for OJT activity on a prescribed sliding scale based on employer
size. The sliding scale for reimbursement rates is:

a) For employers with 50 or fewer employees, up to 90 percent cost reimbursement

b) For employers with 51 to 250 employees, up to 75 percent cost reimbursement

c) For employers with 251 employees or more, reimbursement would remain at the 50 percent
statutory level.
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To determine if the state’s efforts would align with those outlined by the U.S. Department of Labor, the
department’s Research and Analysis Bureau provided the following table to examine the breakdown of
employer size and impact on the state’s work force.

All Size No. of Average Average
Industries (employees) Establishments  Employment Total Wages Wages

1-45 41,115 292,257 $ 9,073,149,431 & 31,045

50-99 1,314 88,407 S 2,809,490,367 S 31,779

100-245 564 81,804 S 2,636,900,001 S 32,234

250-499 130 44,804 $ 1,621,487,139 S 36,190

500+ 77 28,052 S 4,075,349,236 S 46,283

Total 43,200 595,325 S 20,216,376,174 S 33,959

Based on this information, Idaho can follow the prescribed federal sliding scale for employer
reimbursement and will most likely focus its efforts on smaller employers looking to expand their
businesses in high growth/high demand occupations in growth industries.

This effort could make OJT a more attractive employer option for obtaining employees trained to their
specifications, which will also signify the employees’ acquisition of transferable and valuable skills that
can help them obtain future employment should their present employment situations change. By
engaging in OJT, employers will also become more aware of the valuable resources that the state’s One
Stop Centers can provide.

RECOMMENDATION: To approve the attached waiver requesting an increase in reimbursement rate
for employers participating in the WIA OJT activity.

Contacts: Primary: Dwight Johnson (208) 3
Secondary:  Cheryl Brush (208) 3
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State of Idaho
Workforce Investment Act
Waiver Request for PY 2009 through 2011

Waiving the Maximum Employer Reimbursement Rate for On-the-Job Training
Participation from 50% to up to 90%

Fursuant to WIA Section 189 (i)(4)(B) and the WIA Federal regulations at 20 CFR 661.420, the
State of Idaho requests a general waiver to modify the requirements found in WIA Section
101(31)(B) and 20 CFR 663.710 which limit the employer reimbursement for the costs
associated with on-the-job training to 50 percent of the OJT participant's wage rate. Idaho
proposes to adjust the OJT reimbursement rate from the current maximum rate of 50 percent
to a new reimbursement rate of up to 80 percent.

A. Statutory or Regulatory Requirements to be Waived

The State of Idaho is requesting a waiver of the requirement of the 50 percent employer
reimbursement limit for on-the-job training, as identified at WIA Section 101 (31)(B) and 20
CFR 663.710

Specifically, the state will establish the on-the-job training reimbursement costs based on a
sliding reimbursement scale for employers. Under the waiver, the following OJT employer
reimbursement amounts will be permitted:

a) up to 90% for employers with 50 or fewer employees;

b) up to 75% for employers with 50 - 250 employees;

¢) for employers with 251 or more employees, reimbursement would remain at the 50%
statutory level

The sliding scale would be based on the following factors:

« Labor market demand for the occupation for which OJT is being delivered:;

« Labor market demand for the industry in which training is being delivered,;

*Percentage of successful completers who are hired by the employer or employers;

+ Size of the potential employer’s workforce; and

+ Demographic characteristics of the trainees with an emphasis on encouraging training
individuals with multiple barriers to employment.

No reimbursement greater than 50 percent will remain in effect longer than three months. The
waiver will apply to Program Year 2010 and 2011,

B. Goals of the Waiver and Expected Programmatic Outcomes if Waiver is Granted

The proposed waiver will provide the state of Idaho a greater flexibility in responding to local
labor markets. WIA funds will be utilized in a manner that maximizes the state’s response to
the needs of businesses in need by delivering job training and workforce development services
that are relevant to the local economy.

The goal of this waiver request is enhance the attractiveness of OJT. Some businesses may
view OJTs to be another “government program” with too many regulations and too much
paperwork. Employers may not believe it worth the effort to utilize an OJT when hiring only



one or two people. This waiver would reverse this trend towards OJTs with the benefits of
increased reimbursement outweighing the upfront paperwork, allowing businesses to train job
seekers who may have challenging barriers.

By allowing an increase in the current employer OJT reimbursement rate for businesses,
[daho's workforce system will be able to more effectively market WIA funded on-the-job
training to support job creation in that sector of the employer community that supports the
overwhelming majority of the state's jobs. The proposed increase creates the necessary
flexibility for employers to be reimbursed at level more reasonably suited to their needs,
resulting in an increase in business participation in on-the-job training programs and eventually
improving the percentages of job seekers that receive fraining and training related
empioyment.

This waiver request has the following goals and programmatic outcomes:

e Allow the state to continue to improve services to customers who would benefit through
an QJT;

» Improve the state’'s capacity to market demand-driven services and build relationships
with businesses:

o Increase employment opportunities for harder to serve individuals persons, such as the
long term unemployed, older workers, and those with limited or sporadic job histories,
by allowing businesses to receive higher reimbursement for training and hiring this
population;

e Increase opportunities for the One Stop system to enhance relationships with
businesses;

» Increase percentages of employers using OJT as a means of hiring and retaining a

skilled workforce;

Increase number and percentages of workers trained and hired through OJT programs;

Elevate skill proficiencies for workers that will result in increased worker viability;

[ncrease responsiveness to labor market issues in the private sector; and

[Increase flexibility at the local level to offer businesses training solutions tailored to

respond to the specific needs of the business.

C. State or Local Statutory or Regulatory Barriers

There are no state or local statutory or regulatory barriers to implementing the proposed
waiver.

D. Descriptions of Individuals Impacted by the Waiver

Employers will benefit from this waiver allowing OJT at a reduced cost. It will allow businesses
to more rapidly adapt to changes in technology and the marketplace. Businesses will be
capable of expanding and remaining competitive with affordable OJT options uniguely
designed to achieve their specific developmental goals. This waiver will make OJT a much
more viable option, especially for small businesses looking to expand.

The waiver will target all individuals (Dislocated Workers, Adults and Youth) who are eligible
for services under WIA that can benefit from the availability of OJT options.



E. Opportunity for Public Comment and the Process for Monitoring
Implementation of the Waiver

The Idaho Department of Labor, as the state’'s Administrative Entity for WIA, will monitor the
implementation and impact of the waivers, through a combination of reporting from the local
level, state oversight and evaluation. To ensure fiscal integrity, there will be both adequate
oversight and complete, consistent reporting. The State will review applicable policies and
procedures and modify them accordingly.

Consistent with the general waiver request, the state is adhering to publication requirements to
ensure the broadest participation possible. Opportunities for comment are being solicited from
the state’s Workforce Development Council at the May 3™ meeting of that group. Public
comments are currently being solicited.



