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SENATE CS FOR CS FOR HOUSE BILL NO. 226(FIN)
INTHE LEGISLATURE OF THE STATE OF ALASKA

TWENTY-FIFTH LEGISLATURE - SECOND SESSION

BV THE SENATE FINANCE COMMITTEE

Sponsor(s): REPRESENTATIVES COGIHLL, Gardner, Doll

A BILL
FOR AN ACT ENTITLED
"An Act extending the termination of the state training and employment program;

requiring a review of the program; and providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. The uncodified law of the State of Alaska enacted in sec. 6, ch. 116, SLA 1996,
as amended by sec. 9, ch. 85, SLA 1998, by sec. 47, cli. 86, SLA 2002, and by sec. 1, ch. 86,
SLA 2004, is amended to read:

Sec. 6. AS 23.15.620, 23.15.625, 23.15.630, 23.15.635, 23.15.640, 23.15.645,
23.15.651, and 23.15.660 are repealed June 30, 2010 [2008].

* Sec. 2. The uncodified law of the State of Alaska is amended by adding a new section to
read:

REVIEW OF THE STATE TRAINING AND EMPLOYMENT PROGRAM. In each
of the fiscal years ending June 30, 2009 and June 30, 2010, the Department of Labor and
Workforce Development, in consultation with the entities listed in AS 23.15.645(b), shall

work with representatives of entities who arc eligible to submit a grant application under

R SCS CSIIB 226(AN)
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AS 23.15.620 - 23.15.660 and who provide industry specific training, on-the-job training,
institutional training, classroom job-linked training, and employment assistance, to conduct a
review of the priorities and procedures of the stale training and employment program. The
group of entities involved in the review must include representatives from organized labor and
representatives that are not from organized labor. Following the review, the department shall
publish a written report containing its findings and recommendations, including changes, if
any, that it recommends be made to state statute and the department's regulations. The
department shall deliver the report to the president of the senate and the speaker of the house
of representatives, and publish a summary of the recommendations made in the report on the
Alaska Online Public Notice System (AS 44.62.175), on or before the 30th clay of each
regular legislative session of the Twenty-Sixth Alaska State Legislature.

* Sec. 3. This Act takes effect immediately under AS 01.10.070(c).

SCS CS1IB 226(FN) 2
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ALASKA STATE HOUSE OF REPRESENTATIVES 4

Session
Contact:
Interim Address; (907)-465-3719
3340 Badger Road FAXtt (907)-46S-3258
North Pole, AK 99705 State Capitol
(907)-488-5725 Room 204

Fax# (907)-488-4271

REPRESENTATIVE JOHN COGIIILL*

Sponsor Statement
State Training and Employment Program (STEP)

The State Training and Employment Program (STEP) was established as a pilot
program in 1989 to increase training opportunities for Alaskans affected by fluctuations
in the economy or by technological changes in the workplace. Since its inception the
program has been reauthorized by the legislature six times. The intent of this
legislation was to make the STEP program a permanent program. In tho current
version of the bill, STEP would sunset June 30, 2009 and the Department. Of Labor
would be required to join forces with entities providing training both as union and non-
union employers to review STEP and make recommendations to Legislature for
improvements in the program.

The Department of Labor and Workforce Development's FY 08 budget includes $6.7
million in STEP funding to assure Alaska workers are trained for Alaska jobs.

The target population for the STEP services is adults who may be unemployed or
underemployed and who have worked in a job covered by Unemployment Insurance.
The STEP serves workers that are Alaska residents, have a good work history and a
good probability for success in the training and ultimately the workforce.

The bill originally made STEP a permanent program, but the current version of the bill
would sunset the program in 2018 and requires the Department of Labor lo work with
representatives of entities eligible for the STEP grants in an effort to improve the
application process, the accountability of grantees, and integrity of the program.

Commissioner Bishop has already shown a good faith effort by appointing a task force
to develop a report to be presented to the Alaska Legislature in early 2009. Deputy
Commissioner David Stone will be leading this task force.



FISCAL NOTE

STATE OF ALASKA
LEGISLATIVE SESSION

Fiscal Note Number:
ﬁ fersion; SCS CSHB EHN)
SR\% Ddle:

dentifier (file name); HB226SCSCS(FIN)-DQLWD-ES-04-n-08  Department. Labor and Workforce Development

Title: Repeal Termination of STEP Program

RDU: Employment Security
Component: Unemployment Insurance

Sponsor: Representative Coghill
Ruqucster Senate Finance

Component Number: 2276

Expenditures/Revenues

(Thousands of Dollars)

Note: Amounts do not include Inflation unless otherwise noted below.

Appropriation
Required

OPERATING EXPENDITURES FY 2009 FY 2009
Personal Services 257.5
Travel 5.0
Contractual 75.3
Supplies 19.1
Equipment
Land & Structures
Giants & Claims
Miscellaneous

TOTAL OPERATING 0.0 356.9
CAPITAL EXPENDITURES
CHANGE IN REVENUES ( 1054 )
FUND SOURCE
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 6F/Montai Health
1054 Stato Training and Employment 356.9

TOTAL o.n 356.9

Estimate of any current year (FY2008) cost:

POSITIONS
Full-time 3
Part-time

Temporary

aaLvsis  (AlAhasyREB0ER e

See attached.

Prepared try ~ Thomas Nelson, Director
Division Division of Employment Security

Approved by:  Click Bishop, Commissioner
Department dl Labor ata Worklotoo Develogrent

JLlujj,/ NG

Information
FY 2010 FY 2011 FY 2012  FY 2013 FY 2014

257.5
5.0
75.3
19.1

356.9 0.0 0.0 0.0 0.0

1 1 !

(Thousands of Dollars)

356 9
356.9 0.0 0.0 0.0 0.0

None

Ph iiii 405-5933
Daiu/Timu 4/11/08 4:15 PM
Dato 4/11/08

Pago lol 2



I ISLAL NO I E

STATE OF ALASKA BiLL No. SCS CSHB 260N

2008 LEGISLATIVE SESSION
ANALYSIS CONTINUATION

SCSCS HB 226 (L&C) extends the State Training and Employment Program (STEP) termination date to
June 30, 2010.

STEP exHenditures are included in the Governor's FY09 budget and no appropriation is being requested
through tnis Fiscal Note,

The amounts shown in this fiscal note reflect STEP'S share of Unemployment Insurance tax collection costs
as required by federal law.

Pago 2 ol 2



FISCAL NOTE

STATIC OF ALASKA %ﬁﬁ%ml'\tnm SCS CSHB 26N

2008 LEGISLATIVE SESSION

Identifier (file name): HB22GSCSCS(FIN)-DOLWD-BP-04-11-03 Department: Labor and Workforce Development

Title: Repeal Termination of STEP Program RDU: Business Partnerships
Component: Business Services

Sponsor: Representative Coghill

Requester: Senate Finance Component Number: 2658

Expenditures/Revenues (Thousands of Dollars)

Note- Amounts do not include inflation unless otherwise noled below

Appropriation
Required Information
OPERATING EXPENDITURES FY 2009 FY 2009 FY 2010 FY 2011 FY 2012 FY 2013 FY 2014
Personal Services 429.7 429 7
Travel 28.3 28.3
Contractual 402.5 402.5
Supplies 6.1 6.1
Equipment
Land & Structures
Grants &Claims 48115 4811.5
Miscellaneous
TOTAL OPERATING 0.0 5.678.1 5,678.1 0.0 0.0 0.0 0.0
CAPITAL EXPENDITURES |
CHANGE IN REVENUES ( 1054 ) 6,035.0 6,035.0
FUND SOURCE (Thousands of Dolllars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Mental Health
1054 State Training and Employment 5.678 1 5.678.1
TOTAL 0.0 5.678.1 5,678.1 0.0 0.0 0.0 0.0
Estimate ol any current year (FY2008) cost None
POSITIONS
Full-time 4 1
Part-time
Temporary

ANALYSIS: m separate mﬂx/ rHIEIl})

See altached.

Phone 405-5937
Dnto/Time 4/11/08 4:15 PM

Dale 4/11/08

Prepared by:  Corine Goldhof, Director
Division Division of Business Partnerships

Approved by. %ck isho ,ﬁo;Er?_iasr,]ia%rkrorce Developrmnt

it*,,*...l i tn-nw. moi Pago 1of 2



FISCAL NOTE

STATE OF ALASKA BILL No. SCS CSHB 226FiNy
2008 LLI.ISLAI I\ L SESSION

ANALYSIS CONTINUATION

JSCSCS% I-%% 12026 (L&C) extends the State Training and Employment Program (STEP) termination date to
une 30, 2010.

STEP sets aside 1/10 of 1% of employc-e Unemployment Insurance lax payments for workforce training,

No funding is being requested in this fiscal note since STEP expenditures are included in the Governor's
FY09 budget The operating amounts shown in this fiscal note are a reflection of the FY09 budc{;et request
for STEP and more getail can be found in the DeEartmen_t of Lanor and Workforce Development's detailed
tbuplget. The, gxpendltures include Ihe cost of STEP administration, performance monitoring and grants to
raining providers.

A gortion of STEP revenue is set aside for tax collection costs; a separate fiscal note has been submitted by
the department lo display the cost of collecting STEP by staff in Ihe'Unemployment Insurance component

under a federally approved cost allocation formula.

Page 2 of 2



Sarah Palin, Governor

P. 0. Box 111149
DEPARTMENT OF LABOR AND WORKFORCE DEVELOPMENT luncau, AFC 98811-1149

PHONE: (907) 465-2700
OFFICE OF THE COMMISSIONER FAX: (907) 465-2784

February 26, 2008
cc Dwy/tn

Ah receive

The Honorable Bert Stedman KB 26 im

Alaska State Legislature
State Capitol, Room 516

Juneau, AK 99801 O O0OPY

Dear Senator Stedman:

During last Friday's hearing on FIB 226, Extension of the Stale Training and
Employment Program (STEP), you requested us to provide an update on the status of the
department's actions in response to the Conclusions in a 2002 Legislative Audit of STEP.

Following are our updated responses to each of the five conclusions.

Conclusion 1. Only aportion of people eligible for STEP are served by the Program.

The Department awards STEP grants lo those organizations that successfully apply
for a STEP grant lo provide services lo specific segments of the population of STEP eligible
persons through a Request for Grant Applications (RGA) process. The Department posts
the RGA on the stale's public notice web site, and a news release often accompanies this
posting, sent lo all major media venues in the state. Additionally, the Division ol Business
Partnerships on behalf of the Alaska Workforce Investment Board sends a notice to a list
serve of potential applicants. The RGA reiterates the target populations and participant
eligibility criteria, and instructs potential applicants that they must craft their proposals to

ensure serving these populations.

The Department annually receives grant requests exceeding the funds available,
making the award process highly competitive. This is, in part, the result of the
Department's outreach efforts that have included reports to the Alaska Workforce
Investment Board, which is primarily composed of representatives of business and
industry; annual reports to the Legislature prepared by the Department's Research and
Analysis section; public forums and hearings the Department has sponsored to collect
information on the efficacy of the STEF; and articles on the Department's training
programs that routinely appear in business journals and other publications. The STEP is
also described on the Division of Business Partnerships' and the Alaska lob Center



The Honorable Bert Stedman
February 26, 2008
Page 2

Network's (AJCN) web sites. Additionally, the Department conducts in-house' training on
eligibility requirements lo ensure all STEP eligible individuals are considered for services
through the Alaska Job Center Network. The STEP program lead also conducts periodic
STEP training for frontline AJCN staff responsible for determining participant eligibility.

Conclusion 2. STEP is displacing federal and possibly private training funds.

The Department does not agree with this conclusion. Since the Division of
Legislative Audit report was issued, the Department has established numerous safeguards

to ensure the STEP does not displace or supplant other public or private training funds.

Hie Department's Request for Grant Applications requires applicants to certify that
Ihe receipt of a STEP grant will not displace or supplant funds that would otherwise be
available for the training and employment services. The Department's grant agreements,
which require signature by an authorized official of the grantee, include language
prohibiting displacement or supplanting of other funds. Department staff closely review
reimbursement requests to identify and assess any costs thal appear to be supplanting or
displacing other available training funds. Department staff conduct on site monitoring oi
nearly all STEP grantees and perform procedures lo identify any instances of supplanting

or displacement of other funding.

In the Superior Court of Alaska's November 15 2006 Order in the matter of the
Associated Builders and Contractors, Alaska Chapter v. State ofAlaska, Department ofLabor
(Gase No. 3 AN-06-6918 Civil) denying the plaintiff's motion for a preliminary injunction
"enjoining the Department of Labor from issuing any STEP grant funds..." Judge Mark

Rindner's Conclusions of Law state in part:

 Conclusion of Law #e6. STEP was intended to "supplement” or "leverage"
existing training programs but not to "displace"” such programs.

Conclusion of Law ill. The Department has reasonably interpreted llu* statutes
and taken steps to assure thal grant awards under STEP are made in accordance
with that interpretation. The STEP regulations are consistent with the language
and intent of the statute and are valid.

Conclusion of Law it9. The Court concludes, as a matter of law, that in the
context of AS 23.15.651(b), the word "displace” means that STEP grants cannot
replace, substitute for or take the place of "moneys available through an existing
public or private training program.” STEP funds may bo used to "supplement”
or "leverage" funds that have been allocated or budgeted lo a proposed training
program or service by the grant applicant. STEP grant funds inav only bo used
for the expansion of an existing training program, to provide access to (raining
for STEP eligible trainees, or to provide support services that .ire not included in



‘Die Honorable BerL Sledman
February 26, 2008
Page 3

the budgeted or allocated funding identified by the grant applicant in the

proposal.
Conclusion of Law #11. The question of whether "displacement” of funds has

occurred is a fact-specific question related lo the proposed use of funds that
must be determined on a case-by-case basis. Plaintiffs have failed to prove that
such "displacement"” of funds is occurring. The evidence further shows that the
Department appropriately considers this issue at the Division Review of grant

proposals.

On June 29, 2007, the Superior Court dismissed with prejudice this lawsuit
filed against Die Department by Associated Build rs and Contractors, Alaska

Chapter.

Conclusion 3. Requirement lo reimburse department not actively enforced.

Subsequent to the Division of Legislative Audit's report, (he Department
promulgated regulations 8 AAC 87.135 pertaining to the reimbursement of the costs of
re: tain tangible items provided to trainees specified in AS 23.15.640 (c). The Department
advises all grantees of this requirement, which is also addressed in the Department's grant
agreements. Repayment agreements (i.e.,, promissory notes) are obtained from all STEP
participants when they are provided anv of the items specified in As 23.15.640 (c) and the

Department has received reimbursements from participants.

Conclusion 4. Statutory program elements do not include employment assistance.

AS 23.15.640 (a)(1) provides that STEP funds may he used to provide support
services to participants. The Department promulgated regulations at 8 AAC 87.110 (b)(1)
defining employment assistance as an element of providing support services lo STEP
participants. Employment assistance includes: Providing worker assessment and
counseling services; teaching resume preparation, job search, work ethic, interviewing and
other job readiness skills; referring clients to support services, training and education
providers, and jobs or »ob placement services; and, providing experimental services and
intense levels of service that are generally not available lo all employment service clients.
Employment assistance is a collection of unique and specific services provided in support
of a STEP participant to I>etter enable them to become employed.

Conclusion Administrative costs exceed maximuins defined in statute.

At the time lhe Division of Legislative Audit report was issued, the STEP statutes
limited administrative costs to 15 percent. The legislative auditors' position was that the
calculation of the 15 percent should In*based on the amount of STEP binds expended. The
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Department's interpretation of the statutes was that the 15 percent was based on the
amount of funds authorized. Since the audit was issued, AS 23.15.645 (e) has been revised
and administrative expenses are limited to 20 percent of the STEP program expenditures
of the prior fiscal year. This statutory change resolved the administrative cost issue
identified in the Division of Legislative Audit's report and the Department has
subsequently not exceeded the statutory 20 percent limitation on administrative costs.

The Slate Training and Employment Program has demonstrated its success in
training Alaska workers for 19 years, during which lime it has served over 23 thousand
Alaskans. Each year the program is evaluated for outcomes, and the following are some
highlights from our most recent performance review (FY 06 trainees):

More tlian 94 percent—or 1,643—of STEP trainees had employment within the 12

months after completing the program.
STEP participants earned over $71 million in Alaska wages in the year following
training, a 35 percent increase over total pre-training earnings.

STEP provides services that benefit the participants in the long term. Over 90
percent of participants that exited STEP in FY03 were still Alaska residents in

calendar year 2006.

»

Last session, we worked with Representative Coghill to develop language, now
included in HB 226, requiring the department to work with all interested stakeholders in
reviewing the program's priorities and procedures in both the controlling regulations and

statute. The Department held public hearings last year to assemble comments and
concerns. Deputy Commissioner David Stone has assembled a private sector driven task

force to develop proposals for changes in procedures, regular mis or statute, and the
Department pledges to improve STEP through this process.

We would be pleased lo address any other questions you may have regarding lhe

STEP program.

Sincerely,

Clark Bishop
Commissioner

CcC: All Members of Senate Finance



Sarah Palin, Governor

P. O. Box 111149
Juneau, AK 99811-1149

PHONE (907)465-2700
FAX: /)

DEPARTMENT OF LABOR AND WORKFORCE DEVELOPMENT

OFFICE OF THE COMMISSIONER 452181

February 6,2008

Ms. Linda Hulbert, Agent

New York Life Insurance Company
110 Cushman Street

Fairbanks™ AK 99701

The State Training and Employment Program (SrEP) authorized by Alaska Statute
23.15.620 is administered by the Alaska Department of Labor and Workforce
Development STEP was established as a pilot program in 1989 to increase training
opportunities for Alaskans affected by fluctuations in the economy or by technological
changes in the workplace. Since its inception, the program has been reauthorized by the
legislature six times. House Bill 226 would extend this extremely successful program, but
I believe its success warrants it being made permanent or at least its extension for another
ten years through completion of the Alaska gas pipeline.

Within the last year, the Department undertook actions to make improvements in
the administration of the STEP. As a continuation of this effort, I am inviting you to
participate in a TASK FORCE, the purpose of which will be to review and assess tho
priorities of STEP, the Department's administration and procedures of the program, and
recommend areas for improvement Itis my desire that the TASK FORCE will also discuss
the STEP statute and regulations for possible changes.

Deputy Commissioner David Stone and Director of the Division of Business
Partnerships, Corine Geldhof, are leading this TASK FORCE and will be contacting you
shortly to gauge your interest in participating. It is expected that the group will meet
during several teleconferences initially, and continue as needed throughout this year to
develop a report to be presented to the Alaska legislature in early 2009.



Ms. Linda Hulbert
February 6, 2008
Page 2

The STEP has continually proven itself to be one of the most successful employment

and training programs in the state and by larger comparison with federally funded
training programs in the Nation. Your support in ensuring its future is much appreciated.

Commissioner



DEPARTMENT OF LABOR AND WORKFORCE DEVELOPMENT

OFFICE OF THE COMMISSIONER

February 5, 2008

The Honorable Con Bunde
Alaska State Senate

State Capitol, Room 504
Juneau, Al< 99801

Re:  Questions Related to HB 226

Dear Ser

zI\/I\I6

/ Sarah Palin, Governor

P. 0. Box 111149
Juneau, AK 99811-1149

PHONE: (907)465-2700
FAX: (907) 465-278-1

Enclosed please find responses related to questions thatyou provided us regarding

I-IB 226 after the January 31, 2008 hearing.

If you have further questions regarding Hb 226, please contact me.

Sincerely,

Clark Bishop
Commissioner

Enclosure

cc.  Senator Johnny Ellis



Alaska Department of Labor and Workforce Development
Division of Business Partnerships
Response lo Senator Bunde's Questions on STEP, (HB 226)
February 5,2008

Can yon provide the committee with copies of the 2006-2007 program reports, including
the financials that are due lo the department from the AWIB board on the 15th of January?

RESPONSE:
Copy of the 2006 reports is attached and was completed by the Department's Research and

Analysis Section. The program performance is evaluated using wage files, measuring pre-
and post-training earnings, requiring analysis of data covering two years. 'Lhe 2007 report
will not be completed until January 2009 due to the requirement tomeasure performance
over a two-year period.

lhave been told that the number of grantees has been greatly reduced over the past
several years and yet staffing levels have remained the same. In addition lo paying for the
staff that provides direct support for the program, are STEP funds being used lo fund any
other staffing positions in the Dept of Labor?

RESPONSE:

Attached is aspreadsheet that shows a breakdown of awards per fiscal year from 2005 to
present; Individual Training Account referrals for those same years that were made through
the Employment Security Division, which receives a Reimbursabhle Services Agreement to
provide STEP services to eligible Alaskans through the Alaska Job Center Network; and
STEP staffing for the Division of Business Partnerships, which represent the staff providing
direct support to the STEP. Staffing for the Employment Security Division and the
Administrative Services Division are also represented p<'r fiscal years 2005 to present, as they
provide STEP related activity in support of the program (explained helow),

Although one may make a direct correlation between the assertion that the number of
grantees has been "greatly reduced,” and that "staffing levels have remained the same,” the
cost of administering a program such as STEP must take into account that program
administration includes more than "granting" activity. The department was subjec tto a
lawsuit, which was ultimately dismissed with prejudice, and Ihe successful defense took
considerable department il staff time over two fiscal years, working in cooperation with the
Attorney General's office. It also delayed grant solicitation, negotiation, and shortened the
performance period for awards. Both fiscal and program monitoring for accountability,
performance, and outcome completion during grant performance periods require hands-on
departmental staffing no matter the quantity of granting activity. The program also requires
staff for tax revenue collection (STEP is funded by set-aside from a portion of worker tax
contributions to the Ul trust), performance reporting per statute and regulation (Research
and Analysis Section staffing to collect, analyze and evaluate data for annua! performance
report), and data processing staff to support the tax revenue collection system.

Over the past 3 years, STEP funds have been used almost exclusively lu train union
workers; the number provided last year by the DDL indicate that 1126 union workers



have been trained with STEP funds while only 126 non-union workers have been trained
with STEP funds. How do the numbers for this year compare? ITow many of the workers
who were trained were journeymen?

REPONSE:
Please refer to attached, above-mentioned spreadsheet. It is the Department's position thal

STEP funds are not used to train "almost exclus vely" union workers. The Department
evaluates proposals submitted in response to Requests for Grant Applications, and the
solicitation invites all entities capable of meeting the purpose of the STEP as set out in statute
to apply. The Department does acknowled ;e that the union affiliated training projects
awarded have high levels of performance in terms of training and employment outcomes.
As the data indicate, significantly more participants are trained through non-union projects
titan was reported to die Senator's office.

STEP grantees are required to ensure Uiat all bvining programs/projects assist die
department in meeting the performance goals of die STEP (8 AAC S7.020), and dial
participants/ trainees meet die eligibility requirements as set out in statute (AS 23,15.635).
Journeyman status is not a criterion for excluding a particip. nt. Journey level workers often
need skill upgrades and retraining due to technological changes in die workplace, or risk
loss of employment, thereby meeting die eligibility criteria of the STEP.

Were any discretionary grants awarded this year?

RESPONE: No.



State Training and Employment Program
Financial Review
For the Period

July 1, 2005 -June 30, 2006

Prepared by:
STEP Staff

Alaska Department of Labor and Workforce Development
Division of Business Partnerships

February 2008

STEP Annual Report 2006 Financial

Page 1 of2



FINANCIAL REVIEW FOR FYO06

Total Program Revenue

Revenue Balance Beginning of year: $1,238,985
Additions/Revenue this year: 5,503,997
Total Revenue Available: $6,742,982

Administration Expenditure, by budget line item:

Personal Services 71000 $137,747
Travel 72000 8,941
Contractual 73000 294,207
Supplies 74000 5,176
Grants 77000 98,234
Total Administration Expenditures: $544,305

Training and Other Services, by Program Element:

Industry Specific Training $2,043,860

On the Job Training 0

Job Linked Training 460,738

Support Services 2,156,650

Relocation Assistance 0

Reimbursable Support 0
Total Training and Other Services: 54,661,248
Cost per participant Served: $4,661,248/1,916 = $2,433
Cost per participant Exited: $4,661,248/1,747 = $2,668
Total Expended $5,2.05,553
Revenue Balance as cfJune 30, 2006 $1,537,429

Note, the difference between the number of participants Served and the number Exited,
indicates that some participants have not completed training within the fiscal year and
will be Exited upon completion of training and needed support services.

STEP Annual Report 2005 Financial Page 20f 2



ALASKA DEPARTMENT OF LABOR AND WORKFORCE DEVELOPMENT
Division of Business Partnerships
State Training and Employment Program (STEP)

FISCAL YEAR 2005

No.
Grant A?reements with
Union Affiliated Training
Projects _ Lo
Grant Agreements with
Other training Projects 15

Total Grant Agreements 25

Number of Participants of
Union Affiliated Training
Projects

Number of Participants of
Other Training Projects 507
Total Number of

Participants 1,701

ESD ITA Activity . 392
Staffing FTE

1,194

Business Partnerships 3.04
Employment Security
Employment Training Sve. ~ 2.08

Ul Tax Collection

Work Services 0.37
Admin Services 1.85
Total FTE Staffing 8.45

NOTE: Admin Setvices FTE numbers include staffing from Reasearch and Analysis and Dala Processing

Amount

$1,456,046

$1,739,183
$3,195,229

Cost Per

Participant
$1,219
33,430
31.878.44

Grant and Staffing Activity

FY 2005 - 2000

FISCAL YEAR 2006
No. Amount No.

ro $1,886,388 .

16 $1,529,7173
26 $3,416,161 16

Cost Per
Participant
1.27G $1,478 981
379 $4,036 262
1,655 32,064 1,243
444 427
2.32 ! 3.26
4.11 5.40
1.29 3.29
0.60 0.64
2.29 1.60
10.61 1419

FISCAL YEAR 2007

Amount

$1,541,047

$671,485
$2,212,532

Cost Per
Participant
$1,571
$2,563
$1,780

FISCAL YEAR 2008
No. Amount

1o $1,971,604

9 $1,502,961
19 $3,474,565

Est. Cost Per
No. Participant
979 $2,014
422 $3,562
1,401 $2,480
3l

2.81

5.76
3.35
0.57
1.87
14.36

NOTE: Three of the FY08 Grant Awards are still in negotiation and the dollar amounts of Ihe awards maybe subject to change
NOTE: The number of participants for FYO08 are estimated amounts and the actual nnmbe' of participants served may vary

No.

38
48

86

4.430
1,570

6,000

1,182

TOTALS

Amount

$6,855,085

$5,443/02
$12,290,487

Cost Per

Participant
$1,547
$3,467
$2,050



Commissioner Click Bishop
STEP Annual Report

State Training and Employment Program
Annual Program Performance Review

July 1, 2005 -June 30, 2006

Brynn Keith, Chief

Research and Analysis

Prepared by:
Michael Patton, Economist

Alaska Department of Labor and Workforce Development,
Research and Analysis Section

February 2U08

For a copy of this or previous STEP reports, please contact the Alaska Department of
Labor and Workforce Development, Research and Analysis Section at (907) 465-4500 or
visit our website athttp://almis.labor.state.ak us and clidk on Training Information to locate

and download a copy.

STEP Annual Report 2006 Participants


http://almis.labor.state.ak

HIGHLIGHTS

- InFY06, 1.747 participants exited the Slate Training and Employment Program, virtlelly
equal to the figure r FYO4, but down from the 1,893 nFY05. There were a total of 1,916
active STEP participaits nFY06. Note that each participant s counted only once each
figal year.

* For participents eating NFY06, 53.1% were eligible far STEP because they were
unemployed.

= More than 94% of FYO6 edatirg STEP pen.cipa, jshad employment within the 12 months
folloming their edt from the program. More than 89% of the edatirg participats were
employed n tre fastquarter folloving edt

e FY06 edatirg STEP participants earned over $71 millin nAlaska wages inthe year
folloming edt, a 35% increase over tolal pre-training eamings.

e Inthe 12 months priar toentering STEP, FY06 exiting participats were paid
approximately S2.23 millicn nunemployment insurance (UD) baefits. Inthe 12 months
folloving edt, these program participaits were paid approxinately $1.87 millian in Ul
berefits, a 16.3% reduction intotal berefits paid.

e STEP expenditures totaled $5.21 millioh N FY06. STEP provides services that berefit
the participats nthe lag term. About 90.4% of participants that exited STEP In FYO3
were dill Alaska residents N calendar year 2006 and approximately 77% of the participants
had Alaska wage and salary earmings in FY06.
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OVERVIEW

STEP sadninistered by the Department of Labor and Workforce Development and funded by
one-ienth of one percent of employee contributios to the Unemployment Insurance (UI) Trust
Fund. The purpose of STEP 1o reduce current and future claims against unemployment
berefits, foster new jobs due 1o the aailsbility of a s<lled Iabor force, and increase training
goortunities o the state™s workers 1o protect against fluctuatios n the economy and t©
prepare for tedrological changes inthe workplace.  Services 1o participants include: industry
gecafic, customized enployer-linked, or on-the-jdb training; and trainirg related supportive
IVICES.

A £l year of post-training employment and eamings information must be available inorder .0
fully and acaurately evaluate the performance of the program. Due tothe lag n aailzbillity of
employment and eamings data this annual report focuses on employment, eamings and
unemployment insurance claim activity of participants that exited the program in state fisal year
2006 that ended June 30, 2006. This sthe most recent participant group forwhich a Tl year of
post=training outcome information saaileble. Performance outcome data for prior year™s

participents are presented, along with FY06 participent counts.

MEASURING PERFORMANCE

Thirteen performance measures to evaluate STEP were approved by the Alaska Workforce
Investment Board (AWIB) and became effective July 1, 2003. Qurrently, two of the measures
cannot be acaurately calaulated basea upon missing or incomplete data.

Measure 7 below requires a currant Iistof priarity industries and occupations. This information
has not been updated by AWIB. Inadditian, this measure Bdependent upon available Alaska
Ul wage data and the completeness and accuracy of occupation informetion provided by Alaska
employers for tteirworkers. Measure 13 cannot be calaulated because participant credential
information s not currentlly maintained inthe STEP database.

Based upon the performance of those participents exiting STEP nFY06, the program exceeded
the performance goals set by AWIB fareight of the remaining 11 measures. For Measure 8,
post=training unemployment insurance payments decreased by 16.3%, missing the 40%
decrease sought by AWIB.

Measure 9 looks farno more than 45% of STEP participants that have received unemployment
insurance berefits inthe 12 months prior toentry into STEP 1o receive unemployment  insurance
berefits nthe 12 months folloving edt from STEP. For the FYO6 popullation, about 47 6% did
have some unemployment insurance activity during the year folloving edt from STEP.

Measure 12 asks thaet 75% of STEP participants employed during the fastquarter folloving edt
be employed in the occupation targeted intreir Individial Employment Plans. Based upon a
match with Ul wage records 1o determine post=training occupational employment, the program
missed this target by 5.7%. However, itshould be noted that Ul wage record data are not
aailable far dll workers. Some workers leave the state and some employers do not provide
information for dl workers. Missing data count against the program far this measure, so more
complete data could have resulted ina better result.
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Exhibit 1

STEP Performance Measures
FYO6 Goal and FY06 Actual

Measures
1 Atleast 75% of all STED participants will be employed in the fist
quarter following program exit,

2. At least 75% of the former STEP participants were employed
within the first four quarters following exit.

3 Of the STEP participants who received training services and
vlere employed in the first ?uarter foIIowm%\l exit, 55% will be
employed in"the third through fourth quarters. Note: Goal increased
from 50% for FY04 as required by AWIB. .

4 The median wage of former STEP participants seven (7) to
twelve (..) months following program exit will be greater than the
median wage seven (7) to twelve (..) months prior to program
reqistralion. N . .
5 Of these STEP participants who were employed in the first
quarter after exit, 55% will be employed in the fourth quarter following
exit. Note' Goal increased from 50% for FY04 as required by AWIB.
.. The total earnings change between the 12 months prior to
reﬁlstratlon as compared to earnings in the .. months following exit
will be greater than the total expenditures for the fiscal year of
program participation.

7 Atleast 75% of employed STEP participants will be employed in
lhe Alaska Workforce Investment Board delined priority industries or
occupations.

.. Total Ul payments paid to STEP Ear_ticiﬁants in the 12 months
Prlor to registration will decrease by 40% in the 12 months following
he STEP program exit,

9  Of those STEP participants who were U* claimants in the 12
months P_rlor_to Rrogram registration, no more than 45% will receive
Ul benefits in_the 12 months following program exit Note. Goal
changed imm 50% for FYO04 as required oy AWIB o

10. Of those STEP parbnoants receiving Ul benefits at registration,
55% will not have exhausted the toial amount available under their Ul
claim Note: Goal increased from 50% foi FY04 as required by AWIB.
11. At least 75% of customer satisfaction survey respondents
(participants) will indicate they were satisfied with the overall quality
of th° training program with & score of 5 or better on a scale of 1 to

12. At least 75% of the STEP participants employed in the first
quarter following exit who received train |g. services will be emplo?/ed
m the occupation identified in their Individual Employment Plan
'Based upon a 2-digit SOC match for those with both an occupation
in their IEP and a reported SOC code from Ul wage records in the
first quarter following exit from STEP )

13 At least 75% of the STEP participants receiving training
service(s) will attain a credential or certificatc of completion

FY06
Goal

5%
15%

55%

Median
Wage
Greater

55%

FY06
Expend.
5521 M

75%

-40%

45%

55%

15%

75%

5%

FYO06
Actual

89.1 %
94.4 %

1.7 %

Pre=S12 714/
Post=S18.723

85.0 %

$185 M

N/Al

-15 3%

47,5%

70.0 % Did
Not Exhaust

95.G%

69.3%

N/A*

Status
Yes

Yes

Yes

Yes

Yes

Yes

N/A

No

No

Yes

Yes

No

N/A

"Current priority industries and occupations have nut been identified by AWIB. This measu.ui is determined based
H%on the most fecent priority industries and occupations and using Alaska Ul wage records

ata not currently maintained by the Division of Business Partnershi

S
Source: Alaska Dept, of Labor and Workforce Development. Researcﬂ and Analysis Section
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THE SUCCESS OF STEP

FY06 extirg STEP participaits had the highest median eamings and the highest percentage of
participants employed during the 12 months folloving eadtwhen comparing STEP with dl
training programs monitored by the Alaska Department of Labor and Workforce Development
and presented n the publication *Training Program Performance-2006."" STEP has consistently
had the highest post=training program employment rate and among the highest average
eamings leels of dl trainirg programs nAlaska reviewed by the department.

Exhib

Participants Exiting STEP and Other Alaska Training Programs in FYO06

it 2

and Median Earnings 12Months Following Exit

Program Number of

Participaits
STEP 1,747
Adult* 531
Dislocated Worker ™ 562
Youth* 499
AVTCC 893
Fish Emergency Grant 310
UA Voc Ed 5,419
TAA 58
AKTECH 105
Cari Perkins Secondary 2,116
Carl Perkins Postsecondary 6,580
Adult Basic Education 730
Derali Training Fund 388
High Growth Initative 327
SAVEC 62
Ilissgak 391
Galena 5
Yuut Elitreurviat 26

* Federal Workforce Investment Act Programs

Number
Employed
1,649
423
401
349
758
181
3,860
37

79
1,695
5,171
518
346
280

58

41

24

Note-Exiting participaents are counted once each fisal year.
Source: Alaska Department of Labor and Workforce Development, Research and Analysis

Sectiaon, "Training Program Performance-2006.""

Percent
Employed
94.4
79.7
71.4
69.9
84.9
58.4
71.2
63.8
75.2
80.1
78.6
71.0
89.2
85.6
93.5
87.2
60.0
92.3

Employment

Median
Eamincis
39,428
17,358
24,052
3,733
17,835
14,404
20,667
13,453
10,721
7,176
17,221
6,239
11,983
30,130
11,641
31,298
4,651
17,875

STEP serves workers that are among the most liely to remain Inmrg and working nAlaska.
STEP participaitswere among the most likely 1o retain their Alaska residency. OfF those exating

STEP nFY06 who had resident data, 97 .8% were residents of Alaska as measured by

goplication far or receipt of an Alaska Permanent Fund Dividend in .006 or 2007

When .ooking at STEP owver the lag term, 90 4% of those exiting STt P mFY03 remained
residents of Alaska as measured by treir goplication for a Permanent cund Dividend in 2006.
Approximately 77% of 1,467 participents that exited STEP n FYO3 were employed inAlaska n
FY07, virttally the same Alaska employment rate as that achieved by Derali Training Fund
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participants exitirg N FYO3, a program seecrfically designed 1o train loal residents o maintain
loal pblic infrastructure. FY03 exatirg STEP participants earmed $15.8 million mwage and
salary employment in FYO7.

NUMBER OF ACTIVE STEP PARTICIPANTS EXCEEDS 1,900 IN FY06

Program participent counts have increased over the kst several years, with the number of
active partacipants growing from 1,780 nFY02 1 1,916 mFY06 (see Bhibit 3). Both new and
edtirg participants increased from FYO2 to FY06, though the number of active participants
declined sligtly fran FYO5 to FY06. In FY06, the year farwhich performance outcomes are
measured, 1,747 unique individals exited STEP, down from 1,893 exttirg STEP participaits n
FY05, hut virttelly identical to FYO4.

Exhibit 3
Alaska STEP Participants FY02-FYO06
2,500
2,000
1,500

1,000

FYO2 FY03 FYO4 FYO05 FY06
P»Active ONew [CEXiting!

roi/tr AlnslaOrparinert fITUtIOf 1**] W itterce Dwtfnpnml. Reionch and Analysis Secilon
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Exhibit 4

Alaska Employment Rate and Total Earnings inthel2 M onths
Following Exit from STEP
FYQ99-FYO06

100% Percent Employed Millions of Dollars
0

$100
90%

$80
80%

$60
70% $40
60% $20
50% $0

FY99 FY00 FY01 FY02 FYO03 FY04 FYO05 FY06
OEmployment RateBITotal Earnings

Source Aliska Oeporlifijr* d Labor und 'Atx Kitarfi DovM.:<rrrlM, Resow ch artel Ar.alys»5 Sod«on
EMPLOYMENT AND EARNINGS

Employment and eamings outcomes are measured using Alaska wage record information
provided by employers on a quarterly besis for al wage and salaryworrers inthe state.
Because some workers may be employed out of state, these figures shoulld be viewed as
oconservative measures of the employment and eamings of program participants

Because STEP participants gererally have a good work history at the time of enrollnent, the
pre-training and pcst=training performance comparisons may not lodk as dramatic as those for
other training prograns. InFY06, i post=training employment was idatical to the 12 months
prior o entering the program (1,6%19). The post training employment rate inthe year folloving
edat for FYO6 participantswas over 94%,

One measure of STEP"S success Ethewage recovery, or the aiillity of STEP participants who
finish the program toeam wages comparable to a higher than those earmed before entering
STEP. Total and median eamings increased draratically when comparing the year prior to
training with the year folloving edat from the progran. Total Alaska wage and salary eamings
for FYO6 participents n the year folloving edat from the program were approximately S71.3
milllion (see Bhibit 4), an increase of over 35% over the comparable pre-training period while
median total eamings increased by 47.3%.

Average eamings per worker inthe year folloving edatwere 543,217 versus $40,674 n FY05.
The increase N pre-tra,hing 1o post=training eamings occurred despite nr oerall increase n
employment Once again, costruction had by far the most employment with retural resources,
mining, and agriculture second and trade, trangportation and utilities third. Onlly one Industry
sector with over 30 trainirg participants had an employment percentage change indouble digits
(health care and social assistance - 18.26). Al other industry sectors had post-trainirng
employment percentage changes nsirgle digits InFY06, the indstrieswith large Increases n
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average annual earnings included leisure and hospitality; natural resources, mining, and
agriculture; professional and business services, and health care and social assistance.

PERFORMANCE VARIES BY TYPE OF PARTICIPANT

Approximately 53% of STEP participants were eligible for the program due to unemployment at
time of registration and ever 36% of those unemployed had actually exhausted their
unemployment benefits by the time they had registered The remainder of participants were
eligible for the program because of potential reductions in force, changing job skill requirements,
elimination of job, dependence on seasonal work, low pay, and/or underemployment (see
Exhibit 5).

The greatest percentage improvement in average and total earnings, in the year after exit from
STEP when compared with earnings in the year prior to enrollment, was for those participants
that had exhausted their unemployment benefits. This is not surprising given that participants
with a longer spell of pre-training unemployment would have fewer earnings prior to enrollment
and would show the greatest post-training improvement.

By far, the highest average post-training earnings were received by participants that lost their
jobs due to Reduction in Force ($66,247). The Reduction in Force category was the second
smallest with only 30 participants. The smallest category of participants was of those who had
their jobs eliminated (19). This group had the second highest average wage following training
($48,924), followed closely by the group with the highest earnings last year - those who faced a
change in their job skills ($47,621).

Exhibit 5
Employment and Earnings of Exiting STEP Participants in FYO06
Four Quarters Before and After STEP Training by Program Eligibility Criteria

Number o %
Employed Earnings in Dollars Ch?nge
Number of J
Participants  Before  After  Before After Earnings
All Exiting Participants 1,747 1,649 1649 S52.736.585  $71,264,532 35.1
Unemployed 927 875 877 27,905,323  38.582,883 38.3
Exhausted Ul benefits 337 295 315 7.600,185 12,704,092 62.9
Receivina Ul benefits 590 580 562 20.105.138  25.878,791 28.7
Employed 160 156 156 5.961,616 7,973,904 33 8
Change in phb skills 111 109 110 3,965,463 5,238,336 32.1
Reduction in workers by
employer (RIF) 30 28 28 1.385.802 1,854,929 33.9
Elimination of job 19 19 18 610,351 880,639 44.3
Other-Including seasonal,
low paid, underemployed. 660 618 616  18.869,646 24,707,745 30 9

Source Alaska Department of Labor and Worttlorce Development, Research nno Analysis Section
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EMPLOYMENT AND EARNINGS BY DEMOGRAPHIC CHARACTERISTIC

Just under 52% of FYO6 exiting STEP participatswere age 34 and younger The highest
percentage average and total annual eamings gains were achieved by these younger workers
(69.1% for participants under 25 years and 38.1% far 25-34), while the highest average

eamings were dotained by those workers nthe 45 to 54 age groyp. These experienced workers
eamed an average of $48,773 inthe year folloming edt.

The lonest employment rate folloving eatwas far bladk participats with 86.2%. The other
racial groups dll had post=training employment rates of at lesst 92.3%, with Asians (100%) and
Hispanics (98.4%) leeding. The highest post=tralnirg average annual eamings were achieved
by Whirte participats ($47,104). Hispanics had the second highest post-training average
eamings ($41,183). Other groups were between $36,200 and $40,500 with the exception of
Alaska Natives, who had average eamings of $33,060. Despite having the lonest average
post-training eamings, Alaska Natives dill had an increase of about $6,600 from FYO05.

More than 82% ofexatirg STEP participaits nFY06 was male. Males and females had an
almost idenaical post=training employment rate (94.5% versus 93.8%), but females showed
greater tolal and average eamings percentage gains when comparing the pre-training versus
post=training four quarter periad. Males earmed an average of almost 52% more than females n
the post=trainirg period- males earned $45,924 versus $30,262 tor females

Exhibit 6

FYO06 Exiting STEP Participants By Age and Gender

Oser A years
7.0%
Under 25 years
24 ™0 45 tc 54 yedis \VHe
0  R6%

Ferrele

oM 17 %%
5t0 A years o 10399‘5
21.2% 0

Snirco Altsta Depd'ttfilolLibm and VUxKnceD<v.U\rm .Rt- ch.nJAr.'Jfn Sectrxi
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Exhibit 7

Employment and Earnings of Exiting STEP Participants in FY0G6

Four Quarters Before and Alter STEP Training

Number of
Participants

Demographic
Characteristic

By Age Group

Under 25 years 432
25 to 34 years 476
35 lo 44 years 369
45 lo 54 years 347
Over 54 years 123
By Race*

While 1,233
Black 58
Hispanic 61
Asian A
Hawaiian 13
American Indian 72
Alaska Native 445
By Gender

Male 1.443
Female 304
By Region

Anchorage/Mat-Su 1,228
Alaska Statewide 519

Number

Employed
Before After
406 410
449 452
350 345
331 330
113 mn
1,170 1.1GB
48 50
59 60
30 31
13 12
69 67
418 418
1,366 1.364
283 235
1.172 1,164
477 485

"Note: Participants may report more than one race.
Source: Alaska Department of Labor and Workforce Development. Research and Analysis Section

Earnings

Before

59.154,249
513.848.873
512,686,476
513,098,412

53,948,576

541,770,308
§1.223.820
51,642.212

5B73.E04
5288,045
$2.051.967
59.262.205

547.073,516
§5.663.070

540,777,112
511,959.474

EMPLOYMENT AND EARNINGS BY PLACE OF RESIDENCE

After

515.478.055
519,129.554
510.234,365
516.095.220

54,327,337

§5fi.017.379
$1.832.66G
52,470.980
Si.247.097

5-185,419
$>.426,635

513,819,331

50.2,639,860
1iB.624.G71

$:.4.665,095
516.599.437

%
Change
in
Earnings

69.1
38.1
28.0
22.9

9.6

317
497
50 5
4217
68 5
183
49 2

331
523

31
351

STEP participants come from all areas of the state and a wide variety of backgrounds, with
virtually all STEP participants being Alaska residents as measured by PFD recipient status.
Looking at performance by borough or census area, all but Aleutians East, Haines, and North
Slope boroughs had post-training earnings gains. Anchorage and Fairbanks North Star
boroughs had the largest number of participants and earnings gains were around average for

the state. However, the areas with the highest percentage improvement in earnings (and more
than 20 participants) included the Nome Census Area (52%), Juneau Borough (48.1%), and the
Yukon-Koyukuk Census Area with 45.6%. The areas with the lowest post-training employment

rates (and 20 or more participants) were Nome (85%), Kodiak Island (90.7%) and Southeast

Fairbanks at 92,2%.
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Exhibit 8

Employment and Earnings of STEP Participants in FY06 Four Quarters Before and After
STEP by Place of Residence

Numberof  Employment Employment  Pre-Training ~ Post-Training % Change

Place of Residence Participants  Pre-Training Post-Training Earnings Earnings in Earnings
Total 1,747 1,649 1,649 $52,736,585 $71,264,531 35.1%
Aleutians Easl 5 5 5 N/D N/D -9.1%
Aleutians Wesl 2 2 2 N/D N/D 57 7%
Anchorage 419 390 396 $12,701 658 $17,443,351 37 3%
Bethel 40 37 38 $666,265 $855 314 29.9%
Bustol Bay 8 B 7 $140,889 3225 749 60.2%
Denali 9 9 9 $250,437 $448 388 79 0%
Dillingham 10 10 10 $77,617 S132 296 10 4%
Fairbanks North Star 413 394 392 $12,830,511 $17 133.982 32 5%
Haines 4 4 3 N/D N/D -17 2%.
Juneau 95 90 92 $3,191,389 $4.727.484 48 1%
Kenai Peninsula 91 83 87 $2.924.B02 $4,053,493 38 6%
Ketchikan Gateway 97 94 90 $3,023,179 $3,136,038 37%
Kodiak Island 43 42 39 $1,957,733 $2,391,080 22 1%,
Lake and Peninsula 19 16 18 $207,718 $59$ .034 183 4%
Mat-Su 217 210 207 $8,414,241 §11.391.439 25 5%
Nome 20 19 17 $273,247 $415,250 52 0%
North Slope 7 7 7 $183,285 $153 617 -16 2%
Northwest Arctic 4 3 4 N/D N/D 243.1%
POW-Ouler Ketchikan 17 13 13 $302,588 $449,418 48 5°5
Sitka 15 14 15 $316 139 5418.774 32 5%
Skagway-Hoonah-Angoon b b 5 $96,301 3221021 130.2%
Southeast Fairbanks 51 47 47 $1,473,755 §2.042.621 33 1%
Valdez-Cordova 32 32 30 $926,905 31.213.507 31 5%
Wade Hampton 45 Al 43 $721,507 5933.826 29.0%
Wrangell-Pelershurc 14 14 14 $305,602 3593.472 92 2%
Yakutat 1 1 1 N/D N/D 2 1%
Yukon-Kovukuk 58 52 55 SI212.301 31 764 895 45 6%
Unknown 5 4 N/D N/D w0 0%

N/D = Non disclosable data N/D data are included in the total _ .
Source: Alaska Department of Labor and Workforce Development. Research and Analysis Section

EMPLOYMENT AND EARNINGS BY INDUSTRY OF POST TRAINING EMPLOYMENT

Fifty-three percent of STEP participants employed in the year following exit from the program
were employed in the construction industry. Other major employing industries included natural
resources, mining, and agriculture and also trade, transportation, and utilities. Almost 6 0% of all
earnings received by STEP participants in the year following exit from the program were
construction industry earnings.

The percentage increase in total earnings after training varied significantly by industry of post-
training employer. Workers that achieved the highest percentage increase in total earnings over
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the pre-training period were employed in leisure and hospitalily (106.8%), nalural resources,
mining, and agriculture (80.4%), and health care and social assistance (80.2%V Highest
average post-training earnings were obtained by participants working in the information;
educational services' and natural resources, mining, and agriculture industries.

Exhibit 9

Employment and Earnings of Exiting STEP Participants in FY06 Four Quarters Before and
After STEP Training by Major Industry of Post-Training Employment

Number Employed Earnings

, Exiting % Change

Industry of Employment After Exit Participants Before Afler Before Afler in Earnings

Total 1,747 1,649 1649  $52,736,585  $71,264,532 31
Nalural Resources. Mining, and Agriculture 135 129 138 $4,138,016 57,464,703 80 4
Construction 874 848 874 $30,953,975  S42.634.009 317
Manufacturing 65 64 65  $2,701,678  $2,556,691 54
Trade. Transportation and Utilities 127 120 127 $3S0B.708  $5,259,053 457
Information 36 36 36 $1,871,666 $2,333,396 - 247
FIRE 20 20 20 $392,924 $526,832 34.1
Professional and Business Services 60 58 60 51.663.645 $2,663,202 60.1
Educational Services 5 4 5 N/D N/D 317
Health Care and Social Assistance. 39 33 39 $534,861 S1 144,060 80 2
Leisure and Hospitality 22 20 22 5282,855 $584,860 106.8
Other Services 172 11 172 SI1,358,714- $1,788,720 316
Local Government 60 75 80 51,416,288 52,261,999 597
State Government 17 16 17 5439.453 $603,382 37.3
Unknown 192 155 94 $3,046,436  $1,144231 -62 4

1/Excludes fish harvestin% workers _ _
N/D = Non-disclosable dala. N/D data are included in the total . _
Source: Alaska Department of Labor 3nd Workforce Development. Research and Analysis Section.

EMPLOYMENT AND EARNINGS BY TRAINING VENDOR

Training expenditure data for the largest STEP training vendors were matched with the
employment and earnings of the FY06 exiting STEP participants that received their training
services. The largest providers of training services were construction apprentice relatea training
programs. Overall, these programs had very high post-training employment rates.

Specifically, Alaska Operating Engineers and the Alaska Laborers Training Trust had the most
participants (441 and 364, respectively) There were 21 vendors with at least 10 participants in
FYO06 Out of those, AK Roofers & Waterproofers, Local 190 (30%), Delta Mine Training Center
(22 2%), and University of Alaska Fairbanks - Bristol Bay Campus (18.2%) were the STEP
vendors that had the greatest increases in percentage of those employed between pre-training
and post-training. In addition, six vendors experienced no change between pre- and post-
training employment and seven venders had decreases.

Only three vendors showed a decrease in pre- and post-training total earnings of their
participants, with the University of Alaska Anchorage Campus having the greatest drop at
19.4%. On the other hand, four vendors had Liple-digit increases between pre- and post-
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training total earnings. Alaska Works Partnership, Inc. and the University of Alaska Fairbanks -
Bristol Bay Campus each had over 160% increase in total earnings, So while employment
increases were not a major benefit of training, increases in earnings were.

Exhibit 10

Employment and Earnings of Exiting STEP Participants in FY0S
Four Quarters Before and After STEP Training by STEP Training Vendor

Number of NBuer?r?reeraEnn&pAl\of eerﬂ| % Change in  Eamings 12 Months Before Ch;AE e
Vendor ParSticipahnts STEP Ffmployn%ent and After STEP 0
e Before  After Before Alter Earnings

Alaska Operaling Engineers 441 429 424 12% 520,255,179  527.791.876 37.2%
Alaska Laborers Training Trust 364 346 341 -14%  510.299.525 513,284,299 29 0%
IBEW AK Joint Electrician Apprentice
Training 132 131 131 0.0% 54,272.053 $5,172,114 21 1%
Alaska Works Partnersmp Inc (AWP) 123 109 118 0 3% 51,714,716 54,467,669  160.5%
Fairbanks Carpenter Training Center 119 112 111 -0.9% 54.336.397 54,324,732 -0.3%
U of A Southeast Ketchikan Campus 65 82 78 -4 9% §2.679.214 52.610.052 -2 6%
Rural AK Community Action Program
(RURALCAP) 56 54 56 37% 5950,86E S1.178,058 23.9%
Southern Alaska Carpenters Training
Center 42 35 3 5.7% 5669.609 31,492.446 71 6%
Alaska Trowel Trades 34 33 32 -3 0% $550.0D2 S571.837 40%
Delta Mine Training Center 33 21 33 22 2% S670.668 S1.521.629 126 9%
Northern Industrial Training LLC NIT 32 30 29 -3.3% 5605.956 5957,229 59.6%
ASRC Enerqy Services 30 30 30 0.0% $1,035,541 51.634.082 62 6%
Yuut Elitnaurviat People Learning Center 26 25 25 0.0% 5485.676 5558,879 15.1%
Center For Employment Education CEE 2 20 20 0.0% 5448.326 5706,579 57.6%
Piledrivers Local 2520 18 17 17 00% $408,650 5615,631 50 6%
Southwest Alaska Vocational & Ed
Cenler 14 14 13 -1.1% 570,820 5153.519 116 8%
U of A Fairbanks - Bristol Bay Campus 14 1 13 18 2% 5175.878 5460,333  161.7%
AK Roofers & Water proofers Local 190 13 10 13 300% 5200.032 5289,834 44.9%
U of A Anchorage Campus 12 9 10 11 1% 5294,753 5237,436 -19 4%
AVTEC AK Vocational Tech Education
Center 10 9 10 11.1% 5151.038 5184,967 22 5%
Career Academy Inc 10 9 9 0 0% 5119,214 5176.971 46 4%

Note: Participants may have been provided services by more than one vendor. , ,
Source: Alaska Department ol Labor and Workforce Development. Research and Analysis Section

UNEMPLOYMENT INSURANCE AND STEP

A major goal of STEP is to reduce unemployment and the number, duration and recidivism rate
of unemployment insurance claims in Alaska. Though there was an increase in the number of
new unemployment insurance claims, in general, there was a significant decline in the amount
of benefits paid to FY06 claimants exiting STEP when comparing the 12 months prior to STEP
enrollment with the 12 months following exit from the program, amounting to 16.3% or
$362,516. This decline in unemployment insurance payments is less than the goal of a <40%
reduction.

STEP Annual Report 2006 Participants
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AWIB also asked that no more than 45% of STEP participants with an active unemployment
insurance claim at enrollment file an unemployment insurance claim in the 12 months following
exit from STEP. While close, the actual percentage still exceeded the goal. Over 47% of FY06
exiting STEP participants filed an unemployment insurance claim in the twelve months following
exit from the program.

Another AWIB goal is to reouce the duration of claims as measured by the exhaustion rate of
those STEP participants that are receiving unemployment insurance. AWIB asked that no more
than 55% of STEP participants exhaust their benefits. A claimant that exhausts their benefits
has used up the maximum payments that they were allowed, and therefore has not been
successful in quickly obtaining employment. While higher than last year, STEP fared better
than the goal with this measure, with 30.0% (compared to 20.9%) of those receiving
unemployment insurance benefits at the time of STEP registration using up those benefits to
exhaustion.

Exhibit 11
FY06 STEP Exiting Participants
Unemployment Insurance Claims Before and After STEP

All Terminated Participants 12 Months Before 12 Months After
Total New U Claim 791 832
Total Benefits Paid $2,229,231 $1,866,721
Total Weeks Claimed 10,049 3.268
Exhausted Claims 237 143
Total Benefits Paid $964,317 §559.838
Total Weeks Paid 4,501 2,649
Early Intervention Claimant 183 99
Total Benefits Paid $454 516 S216.731
Total Weeks Paid 2,049 - 899
ggcut{gﬁ Alaska Department of Labor and Workforce Development, Research and Analysis

With early intervention, there was a dramatic reduction in unemployment insurance weeks and
benefits paid. Unemployment insurance claimants provided STEP services within five weeks of
an initial claim are defined as early intervention claimants. These STEP participants that
received services early in iheir unemployment insurance cycle showed the largest percentage
reduction in benefits paid when comparing the pre-training and post-training period.

In addition to the positive Unemployment Insurance Trust Fund impact of a reduction in
unemployment insurance benefits, taxes are paid into the Trust Fund for workers by the
employers and workers themselves. For calendar year 2006, workers' wages are taxable up to
$28,700 per year. Most STEP participants were either unemployed or likely to be unemployed
at the time of enrollment. STEP program participants working after exit from the program
earned about $71.3.million in Ul taxable wages subject to an average combined employer-
employee Ul tax rate of 2.94%.

STEP Annual Report 2006 Participants
Page 4



CUSTOMER SATISFACTION IS HIGH

STEP clients are surveyed after exit from STEP as to their overall satisfaction with the program.
The overall customer satisfaction with STEP is very high, with over 35% of a large sample of
FYOC exiting STEP participants giving the program a perfect "10" in afollow-up customer
satisfaction survey. Over 95% of respondents gave the program a score cf "5" or greater on a
10-point scale for this same overall satisfaction measure. Survey respondents gave the
program similar high marks for having met their expectations and comparing favorably to what
they perceived as the "ideal" set of services.

Exhibit 12
Reported Customer Satis faction of Sample of STEP FYO06 Exiting Participants

How well did the services you

Did Program Meet Your received compare with the
Scale Overall Satisfaction Expectations? ideal set of services?

Respondents Percent Respondents Percent Respondents Percent
Low=! 10 1.5 17 2.5 14 2.1
2 3 0.4 9 1.3 6 0.9
3 11 1.6 9 1.3 11 1.6
4 6 0.9 13 1.9 11 1.6
5 43 6.3 73 10.8 68 10.0
6 33 4.8 36 5.3 42 6.2
7 59 8.6 94 13.9 81 11.9
8 162 23.7 170 25.1 144 21.1
9 116 17.0 99 14.6 76 11.2
High 10 240 35.1 158 23.3 228 33.5
Total 683  100.0 678  100.0 681  100.0

Source: Alaska Department of Labor and Workforce Development, Research and Analysis Section

STEP Annual Report 2006 Participants
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Sarah Palin, Governor

P. 0. Box 111149

DEPARTMENT OF LABOR AND WORKFORCE DEVELOFMEN1 Juneau, AK 99811-1149
PHONE: (907)465-2700
OFFICE OF THE COMMISSIONER FAX:  (%07) 465-2784

January 24,2008

The Honorable Joe Thomas
Alaska State Senate

State Capitol, Room 510
Juneau, AK 99801-1182

Dear Senator'Thomas:

The State Training and Employment Program (STEP) authorized by Alaska Statute
2315620 is administered by the Alaska Departmentof Laborand Workforce
Development The Departmentwould like to provide you with additional information
regarding this important program.

STEP was established as a pilot program in 1989 to increase training opportunities
foi.vlaskans affected by fluctuations in the economy or by technological changes in the
workplace. Since itsinception the program has been reauthorized by the legislature six
times. House Bill 226 would extend this extremely successful program, but | believe its
success warrants it being made permanent (or at least its extension for another ten years
through completion of the Alaska gasline).

The target population for the STEP services is adults who may be unemployed or
underemployed and who have worked in ajob covered by Unemployment Insurance. The
STEP serves workers thatare Alaska residents, have a good work history and a good
probability for success in the training and ultimately the workforce.

The STEP has continually proven itself to be one of the most successful employment
and training programs in the state and by larger comparison with federally funded
tiaining programs in the Nation.

STEP services are provided to the public through two main methods. First, the
Department makes STEP funds available through the Alaska Job Center Network. There
are currently 23job centers throughout the state where eligible individuals can receive
training and employment related services thiough STEP. In state fiscal year 2007, the
Department provided $1,119,611 of STEP services through the job centers.
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The Departmentalso provides grants to organizations that are capable of providing
training and related services to STEP eligible persons. Annually, the Department
publishes Requests for Grant Applications that detail the specific requirements of STEP
and the Department's priorities for funding. The Requestfor Grant Applications is a
competitive process and typically results in grant applications with total requests
substantially exceeding the available funds.

The responsive STEP grantapplications are reviewed and assessed by an
independent team of qualified and knowledgeable individuals. The review teams usually
include amember of the Alaska Workforce Investment Board and other knowledgeable
representatives from the private sector. Each responsive application is assessed and
evaluated according to published criteria and how well the application meets the purposes
of the STEP. Finally, with guidance from the review team and my staff, as Commissioner
of Labor and Workforce Development, | make the final decisions on the STEP competitive
awards.

There are occasions in which the commissioner may make an award using
discretion if it is the bestinterest of the state in meeting our statutory mission to train a
prepared workforce and meetindustry demand. Forexample, new applicants or those not
familiar with the STEP occasionally are awarded grants at tire discretion of the
Department Recently the Department exercised its authority and directed that a training
grant to train specialty technicians be negotiated with a seafood processing company
despite areview committee not recommending an award. The administration recognized
that$s5 million had been invested by the state in revitalizing the fishing industry and that
the applicant had submitted a request for foreign labor worker certification because ofa
lack of qualified Alaskans. By funding this training, the Department supported the state's
investment in the seafood industry, mitigated the need to hire foreign workers, and
fulfilled lire purpose of the STEP, which is to increase training opportunities to the state's
workers to protect against fluctuations in the economy and to prepare for technological
changes in the workplace.

This is a competitive process, and we are usually unable to make awards to all
applicants due to limited funds, and usually not for the total amount requested for
successful applicants. In otherinstances, grant applications are not awarded due to
ineligible project activities, inadequate grantapplications, or the inability of an applicant
to meet the Department's due diligence requirements. Department staff works with
unsuccessful applicants to either improve their applications for future solicitations or to
attempt to identify other funding sources that may be more appropriate for the proposed
project
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During state fiscal years 2006 and 2007, the Department made $6 million available
for award and received 77 STEP grantapplications that requested funding totaling $164
million. Nineteen of these applications were from union training organizations requesting
$42million. The remaining 58 applications were from other organizations requesting
$122million in STEP funding. In those two years, the Department expended $56 million
to 42 different entities that served 2,899individuals of which 682 or 235 percentwere from
rural communities. Of thisamount, $34 million was provided through 18grants to union
training organizations and $2.2 million was provided through 24 grants to other
organizations. The union training organizations contributed $7.6 million in goods or
services to the grants while the other organizations provided grantee contributions
totaling $1.4 million. The union training organizations trained 2257 individuals atan
average cost per participant to the STEP of $1,519 and the other organizations trained 641
individuals atan average costper participant to the STEP of $3,434.

Within the lastyear, the Department undertook actions to make improvements in
Uie administration of the STEP. As acontinuation of this effort, | am appointing a STEP
Task Force to review and assess the Department's administration of STEP and to make
recommendations on areas forimprovement The STEP Task Force will be led by Deputy
Commissioner David Stone and Director of Business Partnerships Corine Geldhof and w ill
include primarily representatives from the private sector.

Historically the STEP has heen established and reauthorized as a pilot program and
is scheduled to sunset on June 30, 2008 (enclosed is the legislative history for STEP). This
state program has served over 23,000 Alaskans since its inception in 1989. Additionally,
STEP has consistently been the job training program in the state with the highest level of
success. Forexample, in fiscal year 2006, 94 percent of the STEP participants were
employed during the 12months following their training.

With construction of the Alaska gasline on the horizon, increasing nonresident
employmentin Alaska, and the aging of our workforce, continuation of the STEP and
training Alaskans for Alaska's skilled jobs is more important today than ever before,

Please let me know if the Departmentcan provide you with any additional
information regarding STEP.

Commissioner
Enclosure



Legislative History of the State Training and Employment Program (STEP)

SB 191
Chapter 95 - SLA 89
Establishment of two-year pilot project program

SB 188 am
Chapter 17-SLA 91
Extended pilot program to June 30,1993

SB 57
Chapter 17 - SLA 93
Extended pilot program to June 30,1996

SB 22.9

Chapter 116 - SLA 96

Extended program two years (June 30,1998); raised maximum weekly Unemployment Insurance
(UD) benefit amount; changed coordinating entity from Alaska Job Training Council to Alaska
Human Resource Investment Council AHRIC); imposed a 20 percent cap on administrative
overhead

HCS CSSB 334(PIN) am H

Chapter 85-SLA 98

Extended program to June 30, 2002; established administration of AHRIC (membership, meetings
and per diem, committees, assessment and evaluation criteria, administrative costs, council funding
mechanism, etc).

SB 252

Chapter 86-SLA 02

Extended program to June 30, 2004; realigned statute to Alaska Workforce Investment Board
(AWIB) from AHRIC; further changed membership, # of yearly meetings; made changes in
response to state's audit of program; established yearly performance report to legislature, etc.

HB 559 am
Chapter 86 - SLA 04
Extended program to June 30, 2008

HB 226

CS HB 226 (FIN)

Extends program to June 30, 2009 (one-year only), requires a review of the program and published
report to the legislature.
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Leadership
for the Future

Associated Builders
and Contractors, Inc.

February 201, 2008

Senator Lyman Hoffman
Senator Bert Stedman
Co-Chairmen

Senate Finance

Dear Senators Hoffman and Stedman:

As you consider HB 226 nyour comittee, please be aware of the folloving
information in regard to the State Training and Employment Program (STEP).

The current version of the kil requires the department of labor to conduct a review of
the STEP program and report back to the legislature by June 30, 2008. Extending the lifeof the
program prior to that review and report should not be considered without a close look at what
has happened with the program inthe kst 10 months, since the review and report requirement

was added to the legislation.

The Request for Grant Applications (RGA) issued by the department of labor and dated
May 8, 2007, contains what appear to be some serious problems.  For instance, under the

Scope of Services itstates:

The department sallocating STEP grant funds for the follloving services.  Industry
Specific Training.  Industry soecific training Bfor industries that need trained workers by
industry. .. This includes union and non-union _journeyman training and apprenticeships. -.

Though itappears that STEP funds may, Nnsome cases, be used for gpprenticeship
trainirg, itBvery clear that a journeyman does not fitwithin that definition. Workers who are
qualified to be classified as jJourneymen are already well trained and working insome of the
highest paying jas nAlaska. While they sometimes have to receive training to keep
certifications acurrent, STEP funds shoulld never be used for this type of trainingwhen we have



so many other Alaskan who do not earn anywhere near the average annual wage in Alaska
because they do not have the training necessary to get jobs that pay these types of wages.

Further the Due Diligence section of the RGA states:

Due Diligence Standards: In order to be considered for a grant award pursuant to this
request, all applicants must... 5. Not be in violation dmenmesmﬂrgvmthe

Departments' Occupational Health and Safety, Workers Compensation, Wage and Hour, and

Unemployment Insurance Requirements ...

While those who have been found to be in violation of the referenced statutes should be
disqualified from receiving grants, it isinappropriate and likely illegal to disqualify an applicant
who has a matter pending with the referenced departments. This seems to be an attempt to
debar an applicant from a STEP grant in such a way this isin direct conflict with the debarment

provisions of the Alaska Procurement Code.

In addition, the Ownership of Grant Applications section is a direct violation of the
Public Records Act. A public entity like the Department of Labor and Workforce Development
cannot give out public money taken from a public trust fund and refuse to disclose the
applications and documents related to the review and grant process. While there might bhe
some limited section of a grant that an applicant could argue is proprietary, it is totally
inappropriate to give applicants the impression that the entirety of the application and
attachments can be deem proprietary and not accessible to the public.

Finally, the most recent RGA brought up two new issues that must be addressed. To
begin with, the RGA indicated that grants would be denied based on layout and typographical
issues, rather than merit. This resulted in a large number of grants being denied. The outcry
from those applicants who were denied required the department to reconsider those grants,
thus delaying the release of grants by several months. That in turn led to a reduced amount of
time for awardees to use the grant funds and complete their training. At least one entity
rejected the grant they were awarded due to these constraints. In addition, the RGA indicated
that the department reserved the right to "renew" grants at their discretion, without a

competitive proposal process. This does not bode well for anyone, given the history of this

program.

Thank You for Your Consideration-

Rebecca Logan
President
ABC Alaska
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Robert Cesar

| am an apprentice electrician in the Federal registered Alaska Joint Electrical _
Apprenticeship & Training Trust Fm*V ,r>J

| have a home here in Juneau anaawmiiy”itna'young son who recently went through
bone marrow transplants to M hf* i»dife, and thto has left us with

financial burdens wh*ch g

| recently attended the first of my 5 seven week classroom training sessions in
Anchorage from October 29 through December 20, 2007.

Due to some administrative problems between our training programs’ grant submittal
and the Dept, of Labor my class was not able to receive any help from STEP,

I understand from others that have attended school in Anchorage from our area that
those moneys have helped them immensely whija*having to maintain two households
I'MTbLtookingforahandestjust6ome-hetp;<wdurge you pass House Bill 226 and
extend the STEP program so that I, my family, and others might get that help

Thank You.



