POLICY .v. MILLENNIAL
RECOMMENDATIONS NLC é'é policy initiative

Commission on the Future of Work
Final Report

Recommendations to sustain the cornerstone of the American Dream

INTRODUCTION

Meaningful, sustaining, and valuable work is the cornerstone of the American Dream. As we move into the com-
ing century, the American labor force confronts an ever-quickening pace of change within what exactly “work”
means, how it is valued, and how we can ensure that all work—in every field and in every context—provides a
stable basis for a meaningful life. We do not enter this challenge blindly, though. In our history, we have confront-
ed similar periods of immense change in the nature and character of labor. This Commission has examined our
nation’s history and doctrine, the current state of the American workforce, and the likely impacts of technological
change on why and how Americans will work in the future.

The future of work will be fundamentally shaped by political and policy choices. How we define work, how we
set baseline values for that work, and how we ensure that all labor market participants—workers and employers
alike—receive fair and sustaining value from their work are all political questions and must be confronted with
the understanding that their settlement will depend on smart policy choices that provide intelligent and workable
rules for the marketplace.

Based on months of study by the members of the Millennial Policy Initiative Commission on the Future of Work
(Commission), we make the following recommendations for short and long-term policy choices related to the
future of work. All of these recommendations proceed from the understanding that our current model of work-
force assistance and training is structured to address problems of the past. We therefore need to understand the
shortcomings of that outmoded system, identify a new, equitable model for such assistance, and then establish
new baselines for the minimum acceptable standard of living for American workers.

1. Re-examine and Re-invigorate Workforce Development Programs and current Federal Funding.
2. Ensure all workers—regardless of classification—have access to Robust, Universal Benefits Programs.
3. Plan for the Intersectional and Intergenerational Impacts of Coming Automation.

REINVIGORATING AND MODERNIZING WORKFORCE DEVELOPMENT PROGRAMS

Work is an essential characteristic of identity. The work that an individual engages in during their lives provides
them with a livelihood and a means to create for themselves and their families new opportunity. For many, it also
provides a sense of purpose, accomplishment, and satisfaction. Conversely, unemployment or underemployment
undermines basic stability in life; without work, and strong wages, people cannot pay rent, utilities, or put enough
food on the table for their families. In turn, this can lead to dramatic social ills, including depression, antisocial
behavior, and decreasing economic opportunities.

Recognizing the critical role meaningful work plays in the social and individual health of Americans, the Federal
and state governments in this country provide a myriad of workforce training programs. As of 2018, federal work-
force development programming is generally administered pursuant to the Workforce Innovation and Opportunity




Act (WIOA).ll

To reinvigorate and modernize our model of workforce development, WIOA needs to be evaluated based, not
strictly on quantitative outcomes, but also with an eye towards the future of our workforce in an ever-changing
economy. Under WIOA, federal workforce development dollars are distributed through a highly-decentralized net-
work of more than 2,500 American Job Centers. WIOA is built on the idea of cross-sectoral cooperation and calls
for its jobs centers to act as central coordinating entities to connect and train workers in a local area to in-de-
mand work opportunities.? To attempt to tailor the training to the needs of local economies, WIOA requires states
to establish workforce development boards. And to ensure these boards are responsive to local demands, these
boards must be chaired by a business representative, at least 50% of the board be business community mem-
bers, 20% must be workforce representatives, and the remaining slots are dedicated to public policy officials.?

The idea being to encourage public resources to respond to private business demands in the relevant jurisdiction.
[

Within the WIOA paradigm, the Federal government provides direct resources on workforce development. Ac-
cording to recent data, the Federal government invests about $3 billion dollars per year to core WIOA program-
ming,® with the clear majority (more than 80%) of that flowing through the state boards to local workforce devel-
opment areas.® This amounts to just 0.07% of total projected Federal expenditures in fiscal year 2018.

While WIOA was recently passed, the core of the program and new legislation is still grounded in a philosophy
and practice from the 1960’s. A full history of these programs is far outside the scope of this report, but it is crit-
ical to note that—based on the Commission’s review —the WIOA is limited in critical ways by its need to coordi-
nate legacy programs.® These programs were designed in the early to mid 1900’s and generally were premised
on a conceptual division that is untenable in the modern economy. They viewed workforce development as a
distinct area of management separated from overall economic policy. That is, the remedial programs for work-
force development were not inherently connected, and not conceptually planned, in a coherent way with overall
economic strategy.® Moreover, the economic system that predominated when these legacy programs were cre-
ated generally assumed a firm-centric approach rather than a sectoral approach. That is, the workforce develop-
ment programs conceived of unemployment stemming from large firm layoffs or changes rather than sectoral or
cross-sectoral disruptions.l'® Finally, these programs assumed that the type of work a participant would engage
in after the program would be a similar employee position as before they entered. For instance, the current WIOA
does not support independent work and does not credit post-WIOA programming entrepreneurship as a benefi-
cial outcome.

To ensure a modern, responsive workforce development program, this division must be rejected. To do this, at
least three approaches must be sustained. The Commission recommends that Millennial leaders expect at least
the following three reform paradigms.'"!

First, the overall workforce development strategy is in need of structural reform: The WIOA should be amended
to abolish these legacy issues, focusing job training efforts on sectoral training, with a particular emphasis on a
human-centered approach to service delivery. In part, this means equalizing labor and business representation
on WIOA boards and program implementation. While the WIOA maintains a cross-sectoral representation, it still
disadvantages labor representation. Also, this will require a cooperative approach between the newly-balanced
employer and labor representatives on the boards. To ensure a cooperative approach, the governmental repre-
sentatives must step forward to ensure a productive dialogue that is responsive to the needs of the local econo-
my and workforce.

Second, WIOA and other federal and state workforce development programs are chronically underfunded. And,
worse, what funding is provided often is not targeted effectively and thus results in waste and underproductive
programs. While there is room in a modernized workforce development strategy for consolidating or eliminating
legacy programs, this must not be an excuse for decreasing funding. As noted above, the federal government will
spend a mere 0.07% of its total expenditures in 2018 on WIOA programs. This is well below the investments of
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other similarly developed nations.["? And it is far short of the need for training to allow currently displaced workers
to enter new sectors. Moreover, increases in funding should be tied to needed reforms, such as living stipends for
those who enter the programs to ensure that those who enter are able to complete the training. Additionally, the
funding allocation methods should be reformed. Currently, funding is tied to unemployment rates. But this results
in a penalty for success, whereby successful programs are starved of funding due to their success in decreasing
the local unemployment rate. A new, equitable model that encourages successful outcomes for participants is
needed.

And third, these programs should be reformed to broaden their understanding of successful outcomes. While the
traditional outcome—where a worker who has lost one employment relationship enters into another employment
relationship—is likely to continue as the most common outcome, it is unlikely to be the only outcome in the mod-
ern economy. It is likely, and should be accepted, that some WIOA participants will take a path of entrepreneur-
ship. This type of outcome should be encouraged, particularly by Millennial leaders who stem from a generation
that—despite the common wisdom — suffers from a lower entrepreneurship rate than prior generations.!'3

Taken together, these three reforms would help to reorient workforce development to the modern economy, en-
sure that enough resources are committed to the program of development, and ensure that modern outcomes are
encouraged results of that program. In so doing, these reforms would ensure that local employers are able to find
qualified and productive employees, and individuals who enter these programs are provided training and oppor-
tunities that respect their inherent dignity and the value of work in their lives.

ENSURING UNIVERSAL BENEFITS

Like the current system for workforce development, the current system for worker benefits sits on a foundation
of history. The current model whereby the most significant benefits programs are provided by workers by their
employers is a remnant of the economy of the 1900’s, particularly World War |l and the immediately post-war
economy.

Prior to the war years, most employees in the United States did not receive robust benefits packages. Instead,
they paid their own way for medical care and other necessities. During the war, however, the Federal govern-
ment was concerned about the risk of inflation domestically as a weakness in the war effort. To prevent employ-
ers from adding inflationary pressure by increasing salary offers to poach scarce workers, Congress passed the
Stabilization Act of 1942, also known as the Inflation Control Act.l' Because wages were now set by the federal
government, employers offered health insurance as a non-controlled wage-supplement. Combined with later tax
advantages that ensured that the benefits were not taxable to the receiving employee in general, this rule began
the current hybrid public-private system of expecting employers to provide benefits to employees.

Because significant value, both monetary and in terms of well-being, depend on whether an employer will provide
a worker with benefits, the past several decades have seen ongoing disputes over whether an individual worker
is an employee or a contractor. This distinction determines whether a worker has access to retirement, health,
and wellness benefits; whether they are responsible for additional self-employment taxes instead of traditional,
and generally employee-beneficial withholding of taxes due, and other critical employment law questions. These
fights are of ever increasing salience as the so-called “gig economy” begins to grow.

The Commission believes that Millennial leaders should not be hidebound in their policy visions by such an over-
worn, legacy policy choice. Further, the Commission notes that the Millennial generation is an active participant
in the “gig” economy, as both consumers and workers. The critical question, then, is not to take a position on the
proper classification of workers as employees or as contractors; instead, it is to ensure that all workers—regard-
less of classification—have access to universal and portable benefit structures that ensure that no member of
society falls beneath an equitable standard of living.['®

Thus, the Commission endorses the concept of robust, universal, and portable benefits packages administered
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by the state or federal government for all workers within its jurisdiction. Several states and localities are consider-
ing proposals that are in line with this goal. These efforts are gaining steam in states such as California, New York,
New Jersey, and Washington. Additionally, states have considered retirement plans that are held by the state for
the benefit of citizens that otherwise do not have access to retirement benefits.

The Commission generally endorses efforts to ensure portable benefits. It notes that these efforts should at least
ensure that the benefit account is owned fully by the worker, allow the company for which that worker works to
provide a defined contribution amount for each hour the worker provides work, and be required regardless of the
individual’s classification status for employment law purposes.

This paradigm largely draws on the proposals in Washington state. There, pending legislation would require
companies who use contractors to provide services to end-consumers to make contributions to private, nonprofit
“benefit providers.” These contributions would include traditional worker’s compensation insurance payments as
well as the lesser of 15% of the fee collected from a consumer per transaction with the worker, or $2 per hour the
worker worked to cover other benefits. The nonprofit benefit provider would use the collected funds to purchase
the benefits the covered workers desired. And finally, the bill would bar companies from willfully misclassifying
employees as contractors.[®!

The Washington bill would cover only contractors of gig economy companies, presumably. The Commission be-
lieves this is a strong start as these are the workers most likely to lack a benefits structure today. However, as the
economy grows and changes in coming decades, it may be necessary for Millennial leaders to consider making
portable benefits programs universal, regardless of employment law status. Critically, this shift would be in addi-
tion to —and not in lieu of — the current structure of universally available benefits, like Social Security, Medicare,
Medicaid, and like programs. In combination with those programs, a true portable benefits system represent a
paradigmatic shift in the American benefits systems. If done with an eye toward equitable provision of robust
benefits, with a commitment that all workers regardless of industry and classification be entitled to substantial
and sustainable benefits, it may be a successful model for future Americans.

PLANNING FOR COMING AUTOMATION

As has been noted above, the core principles of work in America are largely the result of policies developed
during and in the wake of World War Il. What this report has not addressed yet, is the source of these reforms.
That is, what problem were these reforms meant to address? The easy answer to that question is the problems of
the Great Depression and the now primed post-war economy.

But, that is only half the story. At a deeper level, those policies were an attempt to deal with the dramatic dislo-
cations caused by the rapid transformation of the American economy beginning in the 1870’s as the impact of
electrification, first-order globalization, and rapid communications and transit began to show themselves in the
American economy. Those factors together created a fundamental change in the character of American life, and
American work, in ways that had never been seen before.!'”]

The challenges created by that fundamental transformation of American life—beginning 150 years ago and rip-
pling over the past century—have defined our understanding of the economy, labor, and the history and nature
of work. The Commission notes, however, that perhaps more than at any point in recent memory, we now sit a
moment that will likely spur another, equally momentous shift in economic history.

The rise of substantial automation of labor and tasks in the coming decades is likely to have effects far beyond
our current power to predict. Therefore, the Commission does not deign to predict the future by recommending
specific policy plans for the short term, other than those noted already.

Instead, the Commission highlights for Millennial leaders the key fissures and values that it sees as critical as we
begin to tackle the problem of automation in the decades to come.
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The Commission notes that automation is, perhaps, the most intersectional problem in modern economics. It
will precipitate policy choices that will have impacts across generations, across races, across economic sectors,
across levels of government. And, with that, it will require an integrated approach based on the values of equity
and human dignity.

As an initial matter, the Commission notes that the Millennial generation is less likely to see significant direct
negative impacts than other generations. This is because the Millennial and subsequent generations have time to
adjust to the coming realities, and are equipped with the skills as a digitally-native generation to adapt to auto-
mation. Instead, coming automation will require of Millennial leaders empathetic policy making that specifically
can provide support and dignity to those that are not able to make the structural adaptations that automation will
require.

A starting point for this type of policy making is the workforce development reforms noted above. Particularly,
reforming those workforce development programs to include reintegration trainings for older worker to interface
with automatic technologies. These training programs should take into account the labor force data to target
those who may benefit from user-centric, evidence-based workforce development interventions. And they should
be structured to encourage lifelong learning and upskilling, as these skills are required for success in an automat-
ed future. These should not necessarily be degree-based programs; but instead focused on developing concrete
skills needed for then-current needs.

Similarly, automation will require policy makers to actively seek out and remediate class and racial barriers that
may be exacerbated by the potential for automation to funnel vast economic gains to already privileged groups.

And fundamentally, automation represents a magnification. It will magnify the challenges already inherent in our
economy, and it will simultaneously magnify the potential opportunity we face as a society to ensure the equitable
distribution of wealth in our society. To meet the challenge of automation - the risks it presents in terms of vast
unemployment, sectoral disruption, and increasing wealth and income inequality —we must make large public
investments in social trust. Be that through workforce development, universal benefits, or other, non-economic
policies, investments in social trust are essential to ensuring that the worst potential outcomes of automation are
prevented.

Conversely Automation presents an opportunity to Millennial leaders to fundamentally alter the shape and values
of the modern economy. It is the type of epochal shift in economic activities that can also occasion an epochal
shift in the political choices that determine economic distributions of resources. If we can embrace the values
called for here, there is an opportunity to more-equitably reshape the current distribution of wealth, work, and
opportunity. Yet, it also presents a danger for current problems to be exponentially exacerbated. The Commis-
sion believes that as these challenges present themselves, a government and nation led by Millennial voices, and
committed to the principles and values discussed here, will ensure that automation will be harnessed to provide a
more equitable world.

CONCLUSION

More than a century ago, Russian author Fyodor Dostoevsky noted that “Deprived of meaningful work, men and
women lose their reason for existence; they go stark, raving mad.” We agree that work is a critical feature of
identity. It allows workers to have the means to build a life — to pay for rent, food, and the welfare of their fami-
lies. And we believe that as a society we are obligated to protect the value of work. Yet, the state and nature of
work in America — and the world — are in fundamental flux. The economic and legal paradigm that has governed
work over the past century is, finally, showing its age. As the economy grows and changes in coming years, the
fissures that now show in the foundations of this system will only grow. In an era of growing inequality, our econ-
omy has reached a tipping point whereby these fissures are more and more a part of the daily life of workers. This
must be addressed.
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To ensure that the trendline of the future of work is an upward one, some critical reforms should be undertaken.
As has been developed in this report, our workforce development programs should be expanded and modern-
ized, and our employee benefits system must be decoupled from antiquated conceptions of work relationships.
At the same time, this moment of reform must not be allowed to degenerate into a moment of regression. All ef-
forts to reform the superstructure governing the future of work should be suffused with, and stem from, the values
of equity, justice, and economic security for all workers.
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