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Harry J. Holzer
Georgetown University and American Institute for Research

In the United States today, roughly three-fourths of all high school 
graduates enroll in and attend a college or university. Many hope to 
attain skills and credentials that will enable them to fi nd high-paying 
jobs as soon as they fi nish college and enter the labor force. 

Unfortunately, large percentages of these students (especially at 
our public two-year institutions) drop out without earning any college 
credential. Even among those who do obtain a credential, they receive 
virtually no counseling or other information about the job market while 
they are there and frequently earn degrees with only modest labor mar-
ket value. In the meantime, public funding for our workforce develop-
ment system has been shrinking for decades, with fewer people obtain-
ing job training over time, while our workforce institutions remain 
relatively separate from those of higher education.

How did the United States arrive at such a juncture? What are the 
strengths and weaknesses of our systems of higher education and work-
force development? What would constitute the most effective reforms 
that we could introduce in both realms through policy? This chapter 
seeks to answer these questions.

Van Horn et al.indb   105Van Horn et al.indb   105 7/30/2015   2:38:48 PM7/30/2015   2:38:48 PM



106   Holzer

THE SEPARATE SPHERES OF HIGHER EDUCATION AND 
JOB TRAINING

During most of the twentieth century, higher education and job 
training were viewed as quite separate activities with very different 
roles to play in the U.S. economy. Enrollment in colleges and univer-
sities expanded dramatically after World War II, with student tuition 
levels subsidized at least partly by the federal GI Bill, but also by states 
as they built their own higher education systems. Local public two-year 
colleges have often been seen as stepping-stones to four-year schools, 
though they also prepared students for a number of occupations. The 
public and private four-year colleges (which now number well over 
2,000) have provided liberal arts degrees as well as more focused prep-
aration for a range of occupations (such as accountants, teachers, and 
engineers). Among those majoring in liberal arts fi elds, many have gone 
on to obtain graduate degrees in a range of professions, while others 
found work directly after college in fi elds that didn’t require specifi c 
occupational preparation.

In contrast, until the 1960s most job training was relatively short-
term and occurred in the workplace, where newly hired or promoted 
workers would receive both formal and informal preparation for the 
jobs they were beginning, and where the costs of such training were 
split between employers and workers (Mincer 1974). This was true in 
both white-collar and blue-collar jobs and in a wide range of indus-
tries, such as manufacturing and service sectors. Somewhat longer-term 
training was also provided in some cases, such as apprenticeship pro-
grams in construction. 

Federally funded job training began with the Manpower Develop-
ment and Training Act of 1962, as a response to concerns over regional 
pockets of structural unemployment. But these efforts shifted their 
focus to the disadvantaged rather than the displaced and expanded quite 
dramatically in the late 1960s and 1970s, beginning with the War on 
Poverty and subsequent passage of the Comprehensive Employment 
and Training Act (CETA) in the early 1970s (Holzer 2013). Job training 
under CETA was provided in classroom settings as well as on the job. 
In the late 1970s, CETA funded considerable amounts of public service 
employment for the poor, along with job training. Funding for CETA 
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reached its peak (adjusted for infl ation) in 1980 at the end of the Carter 
administration.1

CHANGES AFTER 1980: THE JOB TRAINING PARTNERSHIP 
ACT AND BEYOND

During the 1980s and 1990s, CETA evolved fi rst into the Job 
Training Partnership Act (JTPA) and then the Workforce Investment 
Act (WIA). In 2014, WIA became the Workforce Innovation Opportu-
nity Act (WIOA). With each new legislative iteration, more authority 
devolved to local workforce groups (known as Workforce Investment 
Boards) that represented local stakeholders, including business, labor, 
and education agencies. Over time, the presence of local businesses on 
the Workforce Investment Boards grew, with the goal of steering train-
ing dollars toward growing industry sectors with greater demand for 
skills. 

WIA created funding for some 3,000 new One-Stop Career Cen-
ters (now called American Job Centers) around the country, at which 
a new range of workforce services have been provided. These have 
included core services, which is essentially modest staff assistance with 
job search, and intensive services, in which job seekers receive apti-
tude testing and career counseling. Individuals can only receive train-
ing once they have fi rst received core and intensive services. In addi-
tion, greater choice has been provided for those obtaining training, with 
funding ultimately provided through vouchers (known as Individual 
Training Accounts [ITAs]). Individuals receiving such vouchers can 
shop among local training providers, about whom information is pro-
vided at the One-Stop Centers across the nation. 

Funding for these activities is provided through separate funding 
streams for adults, dislocated workers, and youth. A range of other pro-
grams and services, including the Job Corps for youth, are also funded 
through the various titles of WIOA (Besharov and Cottingham 2011).2 

But funding through this legislation has diminished fairly con-
sistently over the past three decades, even while some new funds for 
workforce services have appeared in other (small) federal programs 
and agencies.3 Public service employment has disappeared completely 
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from this legislation, while the numbers of workers receiving training 
(especially among the disadvantaged) has declined steadily over time 
(Holzer 2009). For those receiving ITAs, training is mostly modest and 
very short term.4 By most measures, federal expenditures on workforce 
services relative to the size of our economy and labor force are very 
modest, in comparison with most other industrial countries.5 

Why has federal workforce funding, especially for job training, 
diminished so much over time? Partly this has occurred because of 
growing doubts about the cost-effectiveness of these services. A large 
body of evaluation research on federal job training programs has devel-
oped in this time period, and results have been decidedly mixed, though 
usually more positive than the critics allege. Publicly provided training 
for disadvantaged adults under JTPA and WIA have generally appeared 
to be cost-effective, even if its impacts are not terribly large (on aver-
age) and sometimes they fade over time.6 

But perhaps another reason for the decline in funding is that job 
training, in its traditional form, has become viewed as a weak substitute 
for higher education as preparation for the job market. After declining 
in the 1970s (because of a temporary glut of college-educated workers 
who pursued higher education to avoid the draft for the Vietnam War), 
the economic value of college degrees rose substantially, beginning in 
the 1980s. By the year 2000, the ratio of earnings for four-year col-
lege graduates to high school graduates had roughly doubled, relative 
to where it stood in 1980.7 

Greater numbers of good-paying jobs now require either two- or 
four-year college degrees (Autor 2010). These jobs are especially 
prevalent in the growing service sectors of the economy, particularly in 
fi elds such as health care, education, and fi nance; jobs for non–college 
graduates in these fi elds also expanded dramatically, though they paid 
much lower wages (Carnevale, Smith, and Strohl 2010). Compensation 
for jobs requiring more than a bachelor’s degree (BA) have grown even 
more dramatically over time, and even in the years since 2000 when 
average compensation for those with only a BA has stagnated (Mishel 
2010). 

At the same time, the numbers of good-paying production and cleri-
cal jobs for those without higher education have diminished, as their 
wages and benefi ts declined or they were eliminated due to the grow-
ing power of new technologies and globalization. Institutional changes, 
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such as declining unionism and declining relative values of statutory 
minimum wages, reinforced the changes generated by these mar-
ket forces (Autor, Katz, and Kearney 2008; Card and Dinardo 2007). 
Though some fi elds—notably construction—continued to provide such 
opportunities (at least until the Great Recession began), those in manu-
facturing, mining, and many other traditional sectors have declined dra-
matically in number (Autor 2010).

Under these circumstances, students have been fl ocking to two- 
and four-year colleges. Though enrollments declined initially during 
the 1980s, they eventually rose quite substantially. Unfortunately, the 
numbers of new college graduates did not rise as rapidly as the num-
bers of new enrollees, as completion rates fell. Most economists believe 
that the supply of new college graduates has failed to keep pace with 
the growing demand for these skills in the economy, and therefore the 
premium paid to college graduates has stayed very high (Goldin and 
Katz 2008).

For disadvantaged workers, college is now viewed as the best route 
to higher-paying jobs, rather than more traditional job training. A range 
of programs in two-year colleges, including certifi cate programs as well 
as those for associate’s (AA) degrees, provide options for advancement 
for those whose academic skills are perhaps not strong enough for four-
year colleges and universities. Though the offi cial price tags on higher 
education have risen quite dramatically over time, so did a number of 
forms of fi nancial assistance, including Pell Grants, whose maximum 
values and numbers rose sharply after 2000. Indeed, federal expendi-
tures on Pell Grants now total about $36 billion per year—and it now 
constitutes the largest source of public funding for workforce develop-
ment in the United States today—since up to half of Pell Grant recipi-
ents are also older and independent students, who are often seeking 
shorter-term vocational training rather than BA (or even AA) degrees 
(College Board 2013). 

The importance of college education as preparation for the job mar-
ket has grown for one additional reason: the lack of high-quality career 
and technical education (CTE) options for students in high school. Tra-
ditionally, vocational education in high schools provided some direct 
training for non-college-bound students. But, beginning in the 1960s, 
such education faced criticisms over the “tracking” of low-income and 
minority students away from college, and over its low quality more 
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broadly. Efforts to generate other “school-to-work” pathways were 
attempted in the 1990s under the School to Work Opportunities Act 
(Neumark 2007) but fi zzled afterward due to weaknesses in that legis-
lation (with a modest amount of federal money spread very thinly over 
almost all public school districts in the nation), ideological opposition 
(from conservatives who claimed that the program amounted to federal 
bureaucrats planning the future lives of children), and indifference from 
the program’s primary constituents (such as the business community). 

While the quality of CTE students and curricula appears to have 
improved since 2000, as the federal Perkins Act has encouraged state 
and local reforms, enrollments remain limited. Most students and their 
families continue to see CTE as a less preferred substitute for college 
rather than as a source of potential preparation for college (as well as 
careers); in reality, too many such programs at the high school level 
remain substitutes for “college prep” rather than complements or alter-
native pathways to getting there. And U.S. employers continue to view 
(perhaps correctly) high school graduates who have no specifi c techni-
cal training or work experience as bringing little skill and value to their 
workplaces, while those in Germany and other EU countries where 
high-quality CTE is more widely available and more heavily utilized 
are viewed much more positively by their employers (Hoffmann 2011; 
Symonds, Schwartz, and Ferguson 2011). 

THE STRENGTHS AND LIMITATIONS OF HIGHER 
EDUCATION AS WORKFORCE PREPARATION

With its high enrollment rates, higher education in the United States 
offers a very wide range of both youth and adults an opportunity to earn 
credentials that should prepare them for well-compensated jobs. A very 
diverse set of institutions—public and private, two- and four-year, for-
profi ts and nonprofi ts—gives students an enormous range of options 
from which to choose. For those completing a degree, the average eco-
nomic returns on their investments remain very strong, even though 
the costs of the investments have risen substantially over time. And, 
as noted earlier, many sources of aid are provided to students so they 
often don’t have to pay the “sticker price” as advertised (Dynarski and 
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Scott-Clayton 2013). In response to these incentives, the rates of col-
lege graduation have fi nally risen in the United States, especially during 
the Great Recession of the past six or seven years.

But major problems remain. As noted earlier, completion rates 
among enrollees remain quite low. In particular, completion rates among 
minorities and low-income students at four-year colleges lag dramati-
cally behind those of whites and/or middle- and upper-income stu-
dents (Holzer and Dunlop 2013). For those at two-year colleges, fewer 
such gaps exist, but overall completion rates are very low. A number 
of sources of the completion gap have been identifi ed by researchers, 
including the weak academic preparation of so many students (com-
bined with very ineffective remediation programs), poor information 
regarding their college options (and underenrollment by strong low-
income students in the higher-quality schools whose graduation rates 
are substantially higher), the pressures of providing income for their 
families among older students or those who became parents at early 
ages, and the rising cost of higher education (Bound, Lovenheim, and 
Turner 2010; Haskins, Holzer, and Lerman 2009). 

On the last issue, state appropriations for public colleges and uni-
versities have not been rising suffi ciently in recent years to keep tuition 
there from rising as well (Baum, Kurose, and McPherson 2013). This is 
especially problematic for families with limited fi nancial assets (whose 
housing values no longer provide additional wealth to pay for college, 
as they did during the housing boom years [Lovenheim 2011]). As a 
result, many students pile up substantial debt while in college. For those 
who do not complete their degree programs, or whose labor market 
earnings will be limited even when completing the degree (due to the 
continuing weakness of the U.S. job market for young workers at all 
education levels), paying off this debt can be quite burdensome. 

This raises another issue: in addition to low completion rates and 
a weak job market, some college students also face limited job market 
success because they experience such a paucity of workforce develop-
ment services. Many students who effectively received no exposure to 
labor market information or career guidance in high schools also get 
very little in college. Most colleges themselves provide little in the way 
of career counseling (or even academic counseling, in some cases), and 
little information on national, state, or local labor markets is available 
to students there. Thus, most have fairly little information on the fi elds 
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of study that will prepare them for work in economic sectors where 
employment is growing and demand will be strong, or those that offer 
relatively better compensation for a particular degree level. While one 
could obtain such information (and personal counseling about the kind 
of education needed and one’s aptitude for it) in a One-Stop (or Jobs 
Center) offi ce, very few students receive such services (Jacobson and 
Mokher 2009); and the capacity of these offi ces would likely not be suf-
fi cient to handle a much larger infl ow if more students were interested 
(Heaney 2011). 

In many cases, students do not necessarily enroll in fi elds that are 
well-compensated. Of course, there are many determinants of these 
choices, including the relative strengths of their preparation for and 
interest in math and science relative to other fi elds. In the private liberal 
arts colleges, students are explicitly choosing fi elds of study for their 
academic interests and broad intellectual preparation rather than their 
ultimate rates of market compensation, and this is true to a lesser extent 
at public institutions as well. This strategy is particularly well-suited for 
those intending to pursue a postgraduate degree, who will obtain more 
career-specifi c skills later on, though not for those who hope for more 
immediate employment-related skills and jobs.

Still, for those seeking strong employment opportunities immedi-
ately after graduation, more guidance could be quite helpful. Thus, in 
a market where the variance in returns to college degrees across fi elds 
is extremely high, the choices made are not necessarily fi nancially 
optimal, and many students choose fi elds that are not particularly well-
compensated (Jacobson and Mokher 2009). Furthermore, most students 
get too little job search information to help them connect with employ-
ers when they fi nish, and institutional linkages between colleges and 
employers remain quite weak, so students’ abilities to fi nd the best-
paying jobs for which they have prepared are also limited. 

Even students’ completion rates might be impaired in many cases 
by the lack of clear perceived links between their classroom school-
ing and the needs of employers, since motivation and understanding 
are often enhanced when academic schooling is provided contextu-
ally rather than abstractly. Models of work-based learning provide this 
context automatically, and this might contribute to their higher suc-
cess rates in many cases, as we note below. Additionally, the contrast 
between the structure and guidance provided to students in proprietary 
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occupational colleges, as opposed to unstructured community colleges, 
might well contribute to the higher rates of graduation and employment 
rates afterward at the former relative to the latter, as has been noted by 
a number of analysts (Davis and Cho 2013; Rosenbaum 2001; Scott-
Clayton 2011).

WHAT WOULD IMPROVE EDUCATION AND WORKFORCE 
OUTCOMES AMONG U.S. STUDENTS?

Based on the discussion above, I believe that we could improve 
both the education and workforce outcomes of workers in the United 
States, especially the disadvantaged, by undertaking the following:

• an expansion of high-quality CTE and work-based learning,
• an expansion of sectoral training models involving employers 

and community colleges, 
• reforms in fi nancial aid and remedial education that would im-

prove college completion rates as well as workforce outcomes, 
and

• other efforts to better integrate higher education and workforce 
services and make both more responsive to the U.S. economy.

In each case, efforts to maintain quality and at least some focus on 
the disadvantaged are important, while avoiding the creation of wind-
falls for the business community. 

Expanding High-Quality CTE and Work-Based Learning

As the European experience noted earlier suggests, a more effec-
tive and higher-quality system of CTE in high school might raise the 
earnings of those who do not enroll in college and improve high school 
graduation rates. Indeed, empirical evidence suggests that CTE has 
had such effects in the last few decades (U.S. Department of Education 
2004). In the best such systems, though, CTE would no longer be seen 
as a substitute for college and would enroll those preparing for college 
as well. Contextualizing academic learning might improve academic 
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performance among those who learn better when material is presented 
in applied manners rather than purely abstractly; and, since large frac-
tions of students bound for college are interested in career preparation 
rather than liberal arts, such a CTE curriculum might improve the col-
lege performance of these students as well.

Recent evidence suggests that the quality of curriculum has already 
improved for CTE students, with many more taking math and science 
courses in high school than in earlier decades. Changes in the Perkins 
Act, through which the federal government provides some modest 
fi nancing of state and local CTE programs, have also generated path-
ways from high school CTE to “career clusters and related pathways” 
in every state (Holzer, Linn, and Monthey 2013). 

Still, a range of potential improvements in CTE would further the 
goal of creating high-quality CTE systems in secondary schools around 
the nation. These improvements (Holzer, Linn, and Monthey 2013) 
would include

• high-level academic material, including advanced placement 
work for the highest performers;

• a curriculum that teaches occupational and general employabil-
ity skills as well as academics;

• work-based or project-based applied learning across a range of 
traditional academic disciplines;

• engagement with employers and industry associations, to make 
sure curricula are relevant to the needs of growing industry 
sectors;

• supports for disadvantaged students who might struggle with 
more rigorous curricula;

• faculty and staff development to support the skills of teachers 
and counselors in these areas; and

• assessment tools to measure student skills in these areas and al-
low for accountability.

A number of academic models around the nation have incorpo-
rated these characteristics and achieved some scale. For instance, High 
Schools That Work is a model that has been implemented at dozens of 
high schools in several (mostly southern) states, which generates high 
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achievement scores, graduation rates, and college attendance through 
its CTE curricula. Linked Learning is a model that has been imple-
mented districtwide in some California school districts, providing high-
quality CTE instruction to all students. 

While no rigorous evaluation evidence exists for these two models, 
such evidence does show that Career Academies—a model of industry-
focused instruction within broader high schools that has been imple-
mented in several thousand high schools across the nation—can gener-
ate very large improvements in earnings for students, especially at-risk 
males, for many years beyond graduation without any loss of academic 
performance (Kemple 2008). Newer versions of the Career Academies 
are trying to improve the college preparatory curricula in these mod-
els; and rigorous evaluation of newer teaching models (Castellano et 
al. 2012) show that math and science instruction at high levels can be 
integrated into CTE curricula. 

More broadly, CTE and work-based learning need not be limited 
to secondary schools in the United States. A range of “career path-
way” models that begin in community colleges and combine classroom 
instruction and academic credential attainment with paid work experi-
ence are also being developed around the nation (Choitz 2014; Fein et 
al. 2013) to generate occupational training for a range of postsecondary 
students, including the disadvantaged. 

Other forms of work-based learning show promise as well. For 
instance, apprenticeships focus primarily on occupational learning 
through paid work experience on the job. Many new forms of appren-
ticeship now combine such learning with community college curricula 
that generate AA degrees. In this way, students can obtain real work 
experience—which young people have had great diffi culty attaining in 
recent years, especially since the beginning of the Great Recession—
with the attainment of valuable postsecondary credentials. Paid intern-
ships and various forms of incumbent worker training could be encour-
aged as well (Hollenbeck 2008).8 

Evaluation evidence suggests high returns over time to workers 
who participate in apprenticeship programs (Lerman 2010). Worker 
persistence in these programs is high, even among the disadvantaged, 
since paid work experience is very appealing to this group. Wisconsin, 
Georgia, and South Carolina have taken major steps to expand such 
programs, at only modest public cost (Holzer and Lerman 2014).
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Sectoral Models 

In sectoral training models, training providers target key industries 
with high-demand growth and good-paying jobs (especially for those 
without BAs) while preparing individuals for work in these industries. 
Intermediaries generate partnerships between these providers (who 
increasingly are community colleges) and employers in these indus-
tries. The intermediaries treat both the employers and the trainees as 
stakeholders, and they must gain the confi dence of the former by send-
ing them well-skilled workers. But the workers themselves are also 
highly motivated, as they know the training prepares them for existing 
jobs that they can clearly see at the end of the training period.

Rigorous evaluation evidence shows that, at their best, sectoral 
models can generate very large impacts on worker earnings among both 
adults and youth (Maguire et al. 2010; Roder and Elliott 2011). These 
models generally do not serve those with weak basic skills or other 
characteristics of the “hard-to-employ.” Questions also remain about 
their long-term impacts, especially if and when workers change jobs or 
their industries restructure, and whether the strong results from a small 
number of sites in those evaluations can be replicated and scaled.

Still, the evidence to date has been strong enough that many states 
are trying to scale up these models by building partnerships between 
local industries, community colleges, and workforce boards for high-
demand sectors (National Governors Association 2013). Indeed, these 
states now see sectoral training as the basis of their workforce and eco-
nomic development programs, but whereas many such partnerships are 
being developed, we have very little evidence on numbers of partici-
pants or completion rates in these efforts.

Reforming Counseling, Financial Aid, and Developmental 
Programs for College 

Given the very low completion rates among low-income or minority 
students in both two- and four-year colleges, are there reforms in prac-
tices in these sectors that might improve these rates as well as subse-
quent labor market success for these individuals? Undoubtedly, greater 
availability of high-quality early childhood programs and reforms in 
elementary and high school systems would improve the academic prep-
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aration and therefore the success rates of those attending college; how-
ever, assuming that this will not happen quickly or fully, what else can 
we do for college enrollees to improve rates of success? 

One possibility is in the area of fi nancial aid. Despite our growing 
expenditures in this area, rigorous evidence that Pell Grants actually 
raise higher educational attainment (as opposed to enrollment) is quite 
thin (Long 2013). To address this issue, a recent report from the College 
Board (2013) suggests a range of reforms in the Pell Program, both for 
younger students and those who are older (e.g., 25 and older) who are 
primarily part-time students in more vocational tracks. The reforms are 
based on evidence that such aid is more accessible when it is simplifi ed 
and more transparent, but also that having clear academic performance 
standards and supports can improve completion rates (Dynarski and 
Scott-Clayton 2013). It also refl ects the recent evidence that providing 
information about college quality to college applicants can raise the 
tendency of low-income but high-performing students, who now over-
whelmingly apply to very local colleges, to instead apply to and attend 
more highly ranked schools, where completion rates are much higher 
(Hoxby and Turner 2013). 

Accordingly, the College Board report (2013) calls for more sim-
plifi ed and transparent income eligibility requirements, where students 
would be easily able to determine their own eligibility; clearer aca-
demic performance standards, which would provide stronger incentives 
for students to perform well and therefore to graduate; and individually 
tailored guidance and support systems, with somewhat different ser-
vices provided for dependent and independent students, and including 
mandatory career counseling for the latter (see also Baum and Scott-
Clayton [2013]).

Another area where reforms are clearly in order is in developmental 
(or remedial) education. Large factions of students, especially at com-
munity colleges, now enroll and begin to attend without having the 
necessary academic preparation to do college-level work, and they are 
often assigned to (noncredit) developmental classes at the outset. But, 
to date, most evidence suggests that such classes rarely have positive 
effects on academic outcomes of students, and sometimes have negative 
ones (Clotfelter et al. 2013). Many colleges, even at the two-year level, 
require that students pass Algebra 1 before taking for-credit classes in 
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many fi elds, even though it is not clear that such math skills are required 
for many majors.

We are beginning to fi nd clear evidence of developmental education 
programs that have more positive effects on postsecondary education 
outcomes. This seems to occur when these programs are more accel-
erated, and more integrated into material for credit rather than being 
“stand-alone” (Bettinger, Boatman, and Long 2013). Integrating the 
remedial material directly into skills training or at least into the con-
text of labor market information appears particularly helpful. Examples 
of successful acceleration include the Accelerated Study in Associated 
Programs approach at the City University of New York, while integra-
tion with labor market training or information can be found respectively 
in the Integrated Basic Education and Skills Training approach in the 
state of Washington or the GED Bridge Program at LaGuardia Commu-
nity College in New York. Efforts to reform the placement methods that 
colleges use for remediation, and even their requirements for successful 
completion, are starting to be considered as well.

Integrating Higher Education and Workforce Services with 
Labor Markets 

Though cooperation between local higher education agencies or 
institutions and workforce boards has been rising over time, the two 
sets of agencies remain fairly “siloed” in most locations around the 
country. The extent to which both are really responsive to the labor 
demand needs of the local economy is largely limited.

The limited effects of the labor market on higher education in par-
ticular refl ects a problem of too little labor market information among 
students and too few incentives to be responsive to that market among 
institutions. Given the paucity of career counseling and information for 
students, it is not surprising that students pay so little attention to labor 
market trends when marking their choices of major (Long, Goldhaber, 
and Huntington-Klein 2014). With administrative education and labor 
market data as well as real-time job vacancy data becoming more avail-
able over time, our ability to remedy this problem seems to be growing. 
Though the colocation of Job Centers and college campuses appears to 
be growing (with as many as one-fourth of all centers now located on 
college campuses), the majority of U.S. students still appear to have 
little access to (or take too little advantage of) such services. 
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Many public institutions of higher education also have little incen-
tive to be responsive to these forces. State subsidies for higher education 
in both two- and four-year colleges usually refl ect student “seat time” 
and are rarely tied to either academic or subsequent labor market suc-
cess. In addition, instructor and equipment costs in high-demand sec-
tors (such as health technology or advanced manufacturing) are often 
high, further diminishing the fi nancial incentives or abilities of colleges 
to expand instructional capacity in these areas. As a result, anecdotes 
abound of students fl ocking to colleges at the trough of the recession 
and seeking to take courses in health care and health technology, only 
to fi nd these classes oversubscribed and thus unavailable to them on a 
timely basis.

Of course, this is not to say that there is no role for liberal arts majors 
at public institutions, especially at the fl agship four-year schools. But 
incentives to be at least somewhat more responsive, especially at insti-
tutions where many or most students are seeking vocational certifi ca-
tions, could be made by tying state education subsidies at least partly to 
average credit attainment and program completion rates.9 Where this is 
being done—and at least half of the states are beginning to move in this 
direction—care must be taken not to generate unintended consequences 
at schools, which might now have an incentive either to “cream-skim” 
with higher admissions requirements or to lower graduation require-
ments in high-demand fi elds. But some attempts to improve these 
incentives, especially in the labor market, seem to be in order.10

CONCLUSION: GETTING FROM HERE TO THERE

I have argued in this chapter that our public system of workforce 
services and training has diminished over time and has largely been 
replaced by rising enrollments in higher education (with Pell Grant 
fi nancing for low-income students). But education completion and the 
subsequent earnings of students are both limited for a variety of rea-
sons, at least some of which refl ect the separation of higher education 
from workforce services and an underdevelopment of course work and 
curricula that are relevant to the job market. Thus, the separation of 
higher education and workforce services from each other and from the 
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labor market is at least partly responsible for the weak outcomes we 
observe in both. 

How might this situation be remedied? States need to take the lead in 
encouraging more development of their higher-quality CTE systems in 
secondary schools, work-based learning models, career pathways, and 
sectoral initiatives involving partnerships between business, workforce 
boards, and community colleges. These partnerships are, in fact, grow-
ing across the nation (National Governors Association 2013), though 
more needs to be done to encourage broad participation in them. The 
states should implement performance standards for their subsidies to 
publicly funded higher education institutions, both two- and four-year; 
these performance incentives should be based on the subsequent earn-
ings of students in the labor market as well as academic performance 
and program completion (with incentives being roughly split between 
these two sets of outcomes). The provision of labor market information 
about job opportunities and career counseling more broadly should be 
made more readily available on college campuses. States should also 
consider technical assistance and fi nancial incentives for employers 
implementing apprenticeship programs or other forms of incumbent 
worker training (Holzer and Lerman 2014). 

To monitor both the scale and the quality of these developments, 
states should make better use of their administrative higher educa-
tion and earnings data, as Zinn and Van Kluenen (2014) propose. 
They should actively monitor the outcomes associated with any such 
programs created above, and do at least modest evaluations of their 
impacts on educational attainment and earnings, especially among the 
disadvantaged.11

The federal government can do more to encourage this process in 
two ways. First, the U.S. Departments of Education and Labor have 
developed a wide range of competitive grants programs in recent years 
to encourage the kinds of partnerships described above and greater 
responsiveness of higher education to workforce needs and the labor 
market. These grant programs have included the Workforce Incentives 
for Regional Economic Development grants of the more recent Bush 
Administration; and the Trade Adjustment Assistance Community Col-
lege and Career grants, Workforce Innovation grants, and Career Con-
nect grants of the Obama administration. But many of these grants have 
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themselves led to small-scale and fragmented programming, rather than 
state-level innovation and systems development.

Accordingly, a program that targets states and encourages large-
scale implementation of the approaches described above should be 
used, perhaps modeled after the Race to the Top grants from the Depart-
ment of Education that had such large impacts on state-level programs 
in the K–12 years. Holzer (2011) describes what such a program would 
look like and how it would be administered.

Furthermore, the federal government should use its upcoming 
authorizations of several major federal programs, such as the Higher 
Education Act, the Perkins Act, and WIA to encourage these trends as 
well. For instance, the Pell Grants authorized under the Higher Educa-
tion Act could be reformed along the lines suggested above, Perkins 
could be made more of a competitive grant to encourage state-level 
development of high-quality CTE and work-based learning (as both the 
recent Bush and Obama administrations have proposed), and workforce 
programs could do more to encourage sector partnership and career 
pathway development while improving performance measurement 
(as the recently enacted Workforce Innovation and Opportunity Act 
of 2014, with widespread support in both houses of Congress, would 
encourage). 

It is also important to mention some important caveats to these 
ideas. As noted earlier, any efforts along these lines should be carefully 
monitored to encourage not only high-quality education and workforce 
programs (in terms of impacts on outcomes), but to maintain at least 
some focus on the disadvantaged while avoiding large windfalls for 
employers. Doing so while maintaining employer interest is a diffi cult 
balancing act; swinging too far in one direction (toward the needs of 
the disadvantaged) or the other (kowtowing to employers) should be 
carefully avoided. Careful monitoring of student and worker outcomes 
in these efforts, and rigorous evaluations of any programs implemented, 
are needed to achieve and maintain this balance. 

Furthermore, the tension between general and specifi c skill develop-
ment needs to be acknowledged. The evaluation evidence suggests that 
sector- or occupation-specifi c programs generate some of the strongest 
outcomes for disadvantaged youth and adults. But, over the long term, 
some general (or portable) skill development is very important, espe-
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cially since many workers will change employers and even sectors over 
time. Furthermore, sectors that today show strong employment growth 
might show much less tomorrow, in a dynamic labor market where 
technology and globalization can cause rapid shifts in the locus of labor 
demand. The more general the skill development, however, the more 
reluctant employers will be to pay for it (Becker 1996), and this must be 
taken into account as well by program developers and administrators.

Finally, sectoral programs and others centered around community 
colleges will likely not be successful with the hardest-to-serve stu-
dents—in other words, those reading well below the 9th- or 10th-grade 
level, or those with very poor work experience or physical or emotional 
disabilities. While our knowledge of what serves to boost employment 
of these groups is much more limited, our workforce policies should 
not forget them. Accordingly, experimentation with and evaluation of 
efforts to meet their needs should proceed as well. 

Notes

 1. Expenditures under CETA in 1980 were approximately $17 billion (Holzer 2009), 
or roughly $40 billion in today’s dollars. 

 2.  Title I includes the three funding streams above and the Job Corps, as well as other 
smaller programs; Title II funds Adult Basic Education; Title III encompasses the 
former Wagner-Peyser Act funding for One-Stop Offi ces; and Title IV contains 
miscellaneous expenditures. 

 3. Funding for WIOA currently totals about $5 billion, which is down nearly 90 per-
cent in real terms from its peak in 1980. But the U.S. Government Accountability 
Offi ce (2011) reports total funding in 2010 of about $18 billion for workforce 
services in 47 different federal programs, the largest of which are the various 
streams of WIA plus Temporary Assistance for Needy Families (TANF) and state 
vocational rehabilitation programs. 

 4. The average value of an ITA today is just a bit over $2,000, according to Anders-
son et al. (2013).

 5. The funding listed in the U.S. Government Accountability Offi ce report consti-
tutes just 0.1 percent of GDP and might rise to 0.2 percent if Pell Grant funding 
of vocational education is included. According to O’Leary, Straits, and Wandner 
(2004), this total lags behind expenditures by most countries in Europe on such 
services.

 6. See Andersson et al. (2013) and Heinrich et al. (2011) for evidence on WIA and 
summaries of evaluations of JTPA.

 7. The ratio of BA to high school earnings increased from roughly 0.35 in 1979 to 
0.70 in 2000.
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 8. Hollenbeck (2008) describes state investments in incumbent worker training 
before the onset of the Great Recession, though some states have cut back on 
these expenditures since that time.

 9. See the National Conference of State Legislatures (2014).
 10. Though most states now are focusing only on measures of average academic per-

formance and completion of their students for determining subsidies to colleges, 
Holzer (2014) argues that labor market outcomes of students through the fi rst fi ve 
years after they leave, such as their average earnings or employment rates (espe-
cially among disadvantaged or minority students), should also be used. Colleges 
and universities would face stronger incentives to expand teaching capacity in 
areas of high labor demand, even though the costs of equipment and instructors in 
such fi elds might be higher. 

 11. States could, for instance, do evaluations using difference-in-difference analysis 
of employment outcomes of young or disadvantaged workers in different counties 
or metropolitan areas based on the timing of introduction and implementation of 
new programs or procedures. 
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