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1998-99 BIENNIAL BUDGET

PROGRAM STRUCTURE
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1998-99 Biennial Budget
Agency Budget Brief
($ in thousands)

Agency: Trade and Economic Development, Department of (DTED) Fund: General
Summary of Agency Actions: BRIEF EXPLANATION OF AGENCY PLAN:
F.Y. 1998 F.Y. 1999 E.Y. 98-99 The agency is placing a strong emphasis on increasing efficiency and service while holding operational
. costs. To that end, services in 3 key areas - information management, information analysis, and
BASE-YEAR (F.Y. 1997 communications - have been centralized to support the DTED line divisions: Business and Community
- ) Development; Tourism; and Trade. Aggressive use of technology to better serve agency customers
Appropriations (F.Y. 1997) $25,978 325?978 $51,956 is being employed. Two new projects - The Journey Travel Planning Service and Dylan Community
BASE ADJUSTMENT ~° . A . . . Profiles - have peen introduced and are receiving positive reviews. Where possible, program
== o S : resources are being leveraged through external partnerships.
One-time Appropriation - ... . :suc ((1050) .- (1,050)) - (2,100)
Transfer between Agencies | 240 1240 ¢ 480 REVENUE SUMMARY:
Biennial Appropriations -~ - - - por—e (F4) e (T4)° T (148) ‘
Doc. Rent/Lease Inc/Dec Bt K I 31— 44 None.
1998-99 Salary Inflation . o231 463 694
o AFFECTED STA 2
BASE LEVEL (for 1998 and 1999) C$25,412 7 7 -°$25,662 $51,074 N
one.
AGENCY DECISION ITEMS ‘
GOVERNOR’S RECOMMENDATION:
None -0 0. - __ 0
. The Governor recommends that initiatives totaling $27,220,000 be added to the agency as a
AGENCY PLAN (for 1998 and 1999) $25412 ~ $25,662 $51,074 comprehensive expansion of the state’s efforts to create high quality jobs, aid potential employees in
o developing needed skills to participate in that job growth, and build upon the economic vitality the
BUDGET INITIATIVES . state currently enjoys.
[ R
MN Job Skills Partnership 3,788 3,788 i. 7,576
MN Investment Fund 2,000 2,000 ! 4,000
Contamination Cleanup Funds 500 500 1,000
Drinking Water Revolving Funds 4,444 0- . 4,444
Advantage Minnesota 300 300 : © 600
Minnesota Film Board 500 500 ¢ ... 1,000
Software Technology 250 -0- 250
Pathways 2,000 2,000 4,000
China Strategic Trade Initiative 250 100 350
St. Paul Economic Development 2.000 2.000 4.000
BUDGET INITIATIVES $16,032 $11,188 $27,220
GOVERNOR’S RECOMMENDATION $41,444 $36,850° " $78,294
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1998-99 Biennial Budget

e RS - Agency Budget Brief
A g . 7 (% in thousands)

Agency: V‘Tradez‘ﬁﬁd'Eébﬁqnuc eve‘i;)pﬁiéixft,,l)epamheﬁtgf (DTED) Fund: Trunk Highway

-

B et SLK . TR eT e IRTIHIs

Summary of A'gél'ii:‘y"J ‘Actions: : ’ Brief Explanation of Agency Plan:

S

EY. 1998  EY.199 FE.Y.9899 No Changes

B ASE-YEQ R (EA v im , e - Revenue Summary:
Appropriations (F.Y. 1997).. - =+ - None

$1,378

BASE ADJUSTMENT

1998-99 Salary Inflation .. PR VI NSRRI & A A b1
on. St - None.

BASE LEVEL (for 1998 and 1999) = $706 $723 $1,429

AGENCY DECISION ITEMS
Nore .. e 0 0

Affected Statutes:

100

AGENCY PLAN (for 1998 and 1999) .. $706 $723 $1,429
' GOVERNOR’S INITIATIVES

None

3 oia b (HS

GOVERNOR’S RECOMMENDATIONS ™~ '™~ $706

SdE et
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1998-99 Biennial Budget

AGENCY: Trade and Economic Development, Department of (DTED)

AGENCY DESCRIPTION:

1. Vision

The purpose of the Department of Trade and Economic Development is to advance the economic
vitality of Minnesota.

2. Mission

The department will employ all available resources to generate growth of high-quality jobs;
expand foreign direct investment and exportation of Minnesota products; and encourage travel.

3. Organization
The department is organized under M.S. 116J into 3 operatmg divisions.

Business and Community Development {(BCD): The prlmary emphasxs of Business and
Community Development is to facilitate the growth of existing Minnesota businesses. BCD
provides a variety of financial, training, and technical services to communities, businesses, and
economic development professionals. )

Minnesota Trade Office (MTQ): The MTO works to promote, assist, and enhance exports and
foreign direct investments that contribute to the growth of the Minnesota economy. Primary
functional areas include export outreach and education; international marketing and investment;
and export finance.

Minnesota Office of Tourism (MOT): The Minnesota Office of Tourism markets Minnesota
as a travel destination to tour operators, group tours and travel agents; promotes coverage of
Minnesota in international and travel trade media; and initiates, develops, and coordinates activity
with travel industry buyers and sellers in the U.S. and throughout the world.

Providing support to the 3 operating divisions are the divisions of Information and Analysis and
Administration. Information and Analysis provides centralized commumcauon public relations,
marketing, research, analysis, program evaluation and governmental” liaison services.
Administration offers cost-effective and efficient administrative, fiscal, human resources, and
information services.

Uy

AGENCY ISSUES:

Improvements in Minnesota’s business climate, and improving economic conditions and travel
conditions nationally and worldw1de have helped Mirinesota maintain streng economic growth.

Although Minnesota’§unen} loyment rate has been below 4% for more than 2 years and the state’s
job market is very tight, the Minnesota economy shows few signs of slowing. Moreover, with
business investment remaining at high levels during the current economic expansion, the state of
Minnesota finds itself in a unique and enviable economic position to encourage and leverage private
sector investment in the state. DTED must take advantage of these economic conditions by facilitating
private sector investment and quality job creation in the state through financial stimulus, export and

foreign direct investment assistance, improving community economic development capacity, and
encouraging greater tourism to the state. This exceptional economic environment has generated an
increase in the number of businesses and communities requesting DTED services and programs to
assist them with their job creation, export and tourism activities.

&8 Minnesota continues to outpace national employment growth, and for the first time in many years,
there are few signs of distress among Minnesota regions or industries. Several industrial sectors
including manufacturing, FIRE, and business services continue to provide employees with above-
average compensation packages (wages and benefits.) Many key industries within these sectors
have shown particularly strong growth and account for a large share of employment growth.
The Business and Community Development Division continues to facilitate investment and quality
job creation through technical and financial assistance to businesses and communities. Although
projections show strong job growth through 2001, shortages of labor (particularly skilled workers)
and housing may dampen future economic growth potential.

@ Despite continuing weakness in industrial machinery (computer) exports, overall exports from
the state continue to grow, albeit at a slightly slower pace than the nation. However, exports in
several Minnesota industries are growing rapidly and increasing their relative share of state
exports and U.S. industry exports. As a result, Minnesota’s export portfolio is becoming
increasingly diverse and less dependent on computer exports. Moreover, Minnesota and the
Minnesota Trade Office are well positioned to take advantage of the significant trade opportunities
available in emerging markets.

@ Minnesota relies on its tourism industry and the Office of Tourism to build the image and
awareness of the state to travelers and potential businesses. Overall, tourism business receipts
have grown from $4.9B in 1990 to $6.9B in 1994. Moreover, the state’s advancing per capita
ranking among states reflects an improving position within the national tourism industry.
Partnerships, industry collaboration and Minnesota’s assets provide the resources needed to take
advantage of emerging international visitor markets and increase the share of U.S. and Minnesota

resident tourism expenditures. Continued growth in Minnesota’s tourism industry will help
business receipts reach $10B by 2000.

AGENCY STRATEGIES:

The department has identified 4 agency wide goals. Following are those goals and the strategies to
achieve them:

1. Goal: Facilitate growth of business by influencing private sector investment and quality job
creation.

Strategies:

B Stimulate quality job growth and private investment by providing financing stimulus to new
and expanding businesses

8 Improve skills and employability of citizens
8 Increase Minnesota business exports and attract foreign direct investment

8  Help make communities viable and accommodate business growth by enhancing their
economic development capacity

B Increase Minnesota’s share of domestic and international travel market
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AGENCY:

1998-99 Biennial Budget

Trade and Economic Development, Department of (DTED)
(Continuation)

Goal: Promote Minnesota as an excellent business location and travel destination.

Strategies:

B Position Minnesota as a high-valued-added state with quality work force

®  Publicize recent improvements to Minnesota’s business climate as well as ongdihg efforts for
further reform o o :

®  Position DTED as the primary source for business, community, tourism and trade
information

B Develop advoca;:y partnerships

® Increase public awareness of economic impact, value of tourism

Goal: Remove government impediments to doing business in Minnesota.

Strategies:

B Advocate initiatives to improve business climate

8 Expedite the process of establishing and doing business in Minnesota

B Maximize access of government services and information through technology

8 Coordinate economic developmént activities through partnerships with public and private
organizations

®  Scan environment to identify additional or potential impediments

Goal: Deliver programs and services efficiently and cost effectively.

Strategies:

Cut costs by introducing cost-sharing, privatization, partnerships and cost-containment efforts
while improving customer satisfaction and outcomes

Maximize productivity through the effective use of technology
Establish system for client feedback and outcome measurement

Implement communication methods and systems to provide quick, coordinated and
comprehensive information and technical assistance

REVENUE ARY:

The department’s total biennial budget request includes $168,682,000 (71.4%) in federal funds and
$14,556,000 (6.2 %) in special revenue funds. No significant changes in revenue are expected.

SUMMARY OF BUDGET REQUEST:

After six years of economic recovery, Minnesota faces significantly different economic challenges
than businesses, communities and the state itself are accustomed to dealing with. At present,
Minnesota is prospering. Unemployment rates are at record low levels throughout the state. Job
openings are plentiful. For the first time in more than two decades, no industry and no region of
Minnesota can be called economically distressed. Our challenges are to:

1) enhance the quality, not merely the number, of job opportunities available to Minnesotans;

2) enable an expanded number of Minnesota companies to take part in growing global markets; and

3) improve the infrastructure of our communities in order to prepare them to accommodate further
development.

GOVERNOR’S RECOMMENDATION:

The Governor recommends that initiatives totaling $27,220,000 be added to the agency as a
comprehensive expansion of the state’s efforts to create high quality jobs, aid potential employees in
developing needed skills to participate in that job growth, and build upon the economic vitality the
state currently enjoys.
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AGENCY:  TRADE & ECONOMIC DEVELOPMENT

1998-1999 BIENNIAL BUDGET
(DOLLARS IN THOUSANDS)

FY 1998 FY 1999
. Est. Base Agency  Governor Base Agency Governor

PROGRAM RESOURCE ALLOCATION: FY 1996 FY 1997 Level Plan Recomm. Level Plan Recomm.
BUSINESS/COMMUNITY DEVELOPMENT 52,005 86,089 103,199 103,199 118,481 102,152 102,152 112,740
MINNESOTA TRADE OFFICE 2,458 2,443 2,474 2,474 2,724 2,503 2,503 2,603
OFFICE OF TOURISM 8,700 9,629 8,268 8,268 8,768 8,348 8,348 8,848
INFORMATION & ANALYSIS - 1,382 1,408 1,408 1,408 1,437 1,437 1,437
ADMINISTRATIVE SUPPORT 1,957 3,301 3,096 3,096 3,096 3,153 3,153 3,153
TOTAL EXPENDITURES BY PROGRAM 65,120 102,844 118,445 118,445 134,477 117,593 117,593 128,781
EXPENDITURES BY FUND:
DIRECT APPROPRIATIONS:

GENERAL 28,746 34,148 25,412 25,412 41,444 25,662 25,662 36,850
MINNESOTA RESOURCES 45 :

TRUNK HIGHWAY 679 689 706 706 706 723 723 723
OPEN APPROPRIATIONS:

GENERAL 26 74 74 74 74 74 74 74
STATUTORY APPROPRIATIONS:

GENERAL 4 74

SPECIAL REVENUE 5,432 10,312 7,755 7,755 7,755 6,950 6,950 6,950

FEDERAL 30,183 57,529 84,498 84,498 84,498 84,184 84,184 84,184
GIFT 5 18
TOTAL EXPENDITURES 65,120 102,844 118,445 118,445 134,477 117,593 117,593 128,781
FTE BY EMPLOYMENT TYPE:

REGULAR 229.6 228.4 228.4 228.4 228.4 228.4 228.4 228.4

TEMP/SEAS/PART_TIME 1.6 1.6 1.6 1.6 1.6 1.6 1.6 1.6
OVERTIME 1 1 A 1 A 1 1 1
TOTAL FTE 231.3 230.1 230.1 230.1 230.1 230.1 230.1 230.1
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1998-99 Biennial Budget
Agency Level Revenue Summary

Agency: Trade and Economic Development, Department of (DTED)

REVENUE SOURCES:

DTED generates dedicated and non-dedicated revenue.

The dedicated revenue is generated from loan repayments, seminars and tourism marketing. Non-
dedicated revenue is generated from loan and grant repayments and PFA organizational fees (as an
offset to the General Fund appropriation).

Grants from the federal government represent about $85,000,000/year from various agencies.
FEE STRUCTURE:

None.

RECENT CHANGES:

None

FORECAST BASIS:

DTED is expecting revenues to remain similar to 1997.

DECISION ITEMS:

None.
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1998-1999 BIENNITAL BUDGET
(DOLLARS IN THOUSANDS)

AGENCY: TRADE & ECONOMIC DEVELOPMENT
FY 1998 FY 1999
Est. Agency  Governor Agency Governor
SUMMARY OF AGENCY REVENUES FY 1996 FY 1997 Forecast Plan Recomm. Forecast Plan Recomm.
NON-DEDICATED REVENUE:
DEPARTMENTAL EARNINGS:

GENERAL 413 515 515 515 515 515 515 515

CAMBRIDGE DEPOSIT FUND 7 5 5 5 5 5 5 5
OTHER REVENUES:

GENERAL 1,045 1,230 1,230 1,230 1,230 1,230 1,230 1,230
OTHER SOURCES:

GENERAL 613 315 315 315 315 315 315 315
TOTAL NON-DEDICATED RECEIPTS 2,078 2,065 2,065 2,065 2,065 2,065 2,065 2,065
DEDICATED RECEIPTS:

DEPARTMENTAL EARNINGS:

SPECIAL REVENUE 1,825 1,550 1,550 1,550 1,550 1,550 1,550 1,550
GRANTS:

FEDERAL 30,168 57,524 84,498 84,498 84,498 84,184 84,184 84,184
OTHER REVENUES:

GENERAL 4 74

SPECIAL REVENUE 1,707 1,647 1,448 1,448 1,448 1,452 1,452 1,452

GIFT 10 7
OTHER SOURCES:

SPECIAL REVENUE 1,843 1,198 1,387 1,387 1,387 1,577 1,577 1,577
TOTAL DEDICATED RECEIPTS 35,557 62,000 88,883 88,883 88,883 88,763 88,763 88,763
AGENCY TOTAL REVENUES 37,635 64,065 - 90,948 90,948 90,948 90,828 90,828 90,828
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1998-99 Biennial Budget
Federal Funds Summary
($ in Thousands)

Agency: Trade and Economic Development, Department of
USEPA Safe Drinking Water SRF Program

Importance

Drinking water is a basic service which is required for people to live and business and industry to
flourish. Unfortunately many municipalities have not invested in the modernization of their systems
since the WPA days of the 1930. It is critical to upgrade these water systems to maintain the State
reputation for quality water. Funds will also be used to address federally imposed mandates on the
state to improve operating training and system viability.

Significant Changes

This program was established in 1997.

Future Funding

The program has been authorized through 2003. We expect the federal government to live up to its
promise.

USHUD-Small Cities Community Development Block Grant Program

Relative Importance of Federal Funds to Agency Operations/Programs

The Small Cities Community Development Block Grant Program is the sole source of funding for
DTED’s Small Cities Development Program and an important source of funds for DTED’s Minnesota
Investment Fund. Without the federal money, DTED would fund fewer sewer, water and economic
development projects and no commercial building or housing rehabilitation projects. This year, the
federal program will also provide DTED with nearly $600,000 in administrative funds.

Significant Changes in Program Funding or Guidelines in Past Year

Program funding has changed by less than 1% in the past year. Program guidelines change
continuously. The most significant change is HUD’s implementation of an Integrated Data
Information System (IDIS). IDIS is a computer program management database and HUD is requiring
all states to use and support the system. States already have computer systems, so HUD’s system
amounts to unnecessary duplication of state efforts. The reason this issue is significant is that
additional state human and financial resources will be required to use and support IDIS.

Areas at risk of Future Funding Cuts or Being Discussed for Increases
There is conflicting information regarding the amount of funds that will be devoted to the maintenance

of the status quo. The worst case scenario is a 30% cut over five years. The best case is maintenance
of the status quo. No information suggests a funding increase.

USEPA Clean water SRF program:

Importance

Wastewater, like drinking water, is a basic service to residents and business statewide. Without
adequate treatment at affordable costs the state would be forced to shut down business. Without

wastewater treatment capacity businesses could not expand in Minnesota.

The Public Facilities Authority also provides federal funding to the Pollution Control Agency for
administrative costs of certifying wastewater projects and loans under the Clean Water Partnership
program. Funds are also provided to the Department of Agriculture for their best management Loan
Program. Both improve water quality statewide, which is essential for future development and
maintenance of our tourism industry.

Significant Changes

None

Future funding

The programs were designed to operate in perpetuity as required under federal law. Once the funds
end, loan repayments and investment earnings from the federal funds will allow the Authority to
continue to make loans, with the state paying for administrative costs.

USSBA-Small Business Development Centers

Relative Importance of Federal Funds to Agency Operations/Programs

The Small Business Development Center (SBDC) program enables DTED to deliver free one-on-one
business management counseling and training programs at modest cost to small business owners and
managers across Minnesota. DTED provides overall program management and grants federal and
state funds to nine subcenters, primarily state colleges and universities, to deliver services. In 1995,
the SBDCs delivered approximately 34,000 hours of counseling to 3,500 businesses and sponsored
204 training programs attended by 3,900 individuals. Clients indicated that as a result of SBDC
assistance, they created or retained nearly 900 jobs, increased sales by more than $28 million, and
secured capital in excess of $60 million. Without the resources supplied by the federal funds, DTED
would not be able to provide the assistance that helps small Minnesota companies achieve these
results.

Significant Changes in Program Funding or Guidelines in Past Year

SBA increasingly is requiring recipients to address federal priorities first, regardless of the state
economic development goals. For example, SBA now requires SBDCs to assist SBA borrowers first,
including delinquent borrowers. At the same time, SBA proposes reducing SBDC funding (see
below). As a result, assuming no increase in resources, there is a risk that clients with significant
state economic development potential will be unserved so that federal priorities can be met.

Areas at Risk of Future Funding Cuts or Being Discussed for Increases

There is substantial risk of future funding cuts, which seriously threaten continuation of the program.
SBA and the President have recommended to Congress that the match requirement be increased from
the present ration of 1:1 to a ratio of $1 in federal funds to $3 of match by the year 2000. It is
increasingly difficult for the subcenters to provide matching funds at the current level of funding, and
will be even more difficult if the match requirement is increased. Declining enrollments and the
merger of the state’s higher education systems have reduced instructional budgets from which the
subcenters’ match is provided. Further, efforts by subcenters to raise matching funds from outside
sources are time consuming and reduce the amount of time available for direct client service.
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1998-99 Biennial Budget

PROGRAM: Business and Community Development
AGENCY: Trade and Economic Development, Department of (DTED)

PROGRAM DESCRIPTION:

The programs and services of this program are delivered directly to businesses and communities, or
in partnership with economic development service providers, utilities, banks, local government and
others. The division focuses its efforts primarily on facilitating job creation and retention by
Minnesota companies.

PROGRAM STATUS:

The division is organized into 5 main program areas:

Business Development and Finance programs include the Minnesota Investment Fund, a tax-exempt
Revenue Bond program through the Agricultural and Economic Development Board, the Capital
Access Program and the Tourism Loan Program. The Office targets Minnesota's highest growth
industries for marketing Minnesota's business climate, and works in partnership with other economic
development organizations including Advantage Minnesota to expand Minnesota’s economic base and
create high quality employment opportunities.

Minnesota Job Skills Partnership provides training grants through state higher education institutions
to assist business with customized training needs. Minnesota Job Skills Partnership’s purpose is to
enable businesses and the community to be economically viable; to enable Minnesota citizens to be
economically self-sufficient; and to support the state’s educational institutions in being more
responsive to business needs.

Community Development programs include financing for housing, sewer and water capacity, and
commercial rehabilitation. Programs for rural housing and other infrastructure needs are financed
through the federal Smali Cities Development Program. The Office of Community Finance also
administers Contaminated Site Cleanup Grants, Community Resource Program Grants, Border City
Enterprise Zone tax credits, and Mortgage Credit Certificate Aid Grants. The Minnesota Public
Facilities Authority manages a $450,000,000 bond pool to finance wastewater treatment facilities, and
uses federal dollars, in cooperation with MPCA, Department of Agriculture, and DTED to finance
non-point source pollution projects.

Regional Initiatives provide service to local economic development service providers on a regional
basis to support job creation needs. The Office of Regional Initiatives administers the Urban Initiative
Program, the Minnesota Initiative Fund Challenge Grant Program, and the Star Program, and works
with Regional Development Commissions, Community Development Corporations, MEDA and
WomenVenture. The Office also administers the DYLAN database to provide property and
community profile information to businesses in seeking site location assistance.

Small Business Assistance Office serves as point of first, and continuing, contact for businesses that
are starting, operating and expanding in Minnesota. The Office of Small Business Assistance provides
"one-stop information" on business planning, financing, marketing, licensing and regulatory questions,
produces many publications on a variety of topics on doing business in Minnesota, and administers,
under federal law, the Small Business Development Centers at 23 locations around the state.

PLANNED RESULTS:

The division's programs facilitate the creation of new jobs. The division’s customers are businesses
and communities and the division serves these customers through financial and technical assistance.
Primary goals of the division include:

1. Stimulate job growth and private investment by providing financing assistance to communities,
and to new and expanding businesses:

2. Enhance businesses ability to grow jobs in Minnesota and compete globally by developing a well
trained work force:

3. Help make communities viable and accommodate job growth by investing in decent housing,
public infrastructure, and functional business districts:

4. Build stronger communities and regions by enhancing their capacity to plan and undertake
appropriate economic development activities.

5. Facilitate start-up and growth of existing businesses in Minnesota, targeting small business, by
providing information, business counseling and technical assistance.

BUDGET AND REVENUE SUMMARY:

The base, General Fund budget will allow BCD to make progress toward its stated mission of using
all available resources to advance economic vitality for all Minnesota citizens through the retention
and creation of high quality jobs, and to influence private sector decision-making relative to business
start-ups and expansions. Most of the programs are, by nature, straight expenditures without potential
to provide direct revenue back to the department. (The programs stimulate revenue to the state
through additional income, sales and other taxes collected from businesses and individuals assisted
through the programs.) Where authorized by law, DTED can and does recapture and reuse some
program funds.

GOVERNOR’S RECOMMENDATION:

The Governor recommends that $25,870,000 be added to the agency plan for creating jobs and
sustaining economic vitality. Initiatives funded include:

- $7,576,000 for the Job Skills Partnership;

- $4,000,000 for the Minnesota Investment Fund;

- $1,000,000 for Contamination Clean-up Funds;

- $4,444,000 to match federal funds for the Drinking Water Revolving Fund;
- $600,000 for Advantage Minnesota;

- $250,000 for the Software Technology Center;

- $4,000,000 for the Pathways Program; and

- $4,000,000 for City of St. Paul Economic Development.
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Agency: Trade and Economic Development, Department of

1998-99 Biennial Budget
Federal Funds Summary
($ in Thousands)

Key:

SO - State Operations

T Reseaswe | [
ederal Progran | Spending Primary Purpose
USEPA-Clean Water SRF Yes Loans-Pol Subdiv 0- -0- 25,000 25,000
USEPA-Drinking Water SRF Yes Loans-Pol Subdiv -0- -0- 32,000 32,000
USEPA-Tourism Loan Pgm Septic Loans Yes Loans-Pol Subdiv -0- 0- 250 -0-
USEPA-Septic Loans SCDP Yes Loans-Pol Subdiv -0- 1,250 -0- -0-
USDOA-Mn Rural Partners No SO 119 105 100 100
USHUD-Sm Cities Comm Dev Block Grt Pgm Yes Grants-Pol Subdiv 28,664 55,237 25,718 25,654
USSBA-Sm Business Develop Centers Yes State Op/Grts-PS 1,300 878 1,340 1,340
USCOMMERCE-Red River Trade Corridor No Grants-Pol Subdiv 59 40 40
NASDA Yes Int! Mkt Develop 41 59 50 50
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1998-1999 BT ENNIAL BUDGET

(DOLLARS IN THOUSANDS)

AGENCY: TRADE & ECONOMIC DEVELOPMENT
PROGRAM: BUSINESS/COMMUNITY DEVELOPMENT
FY 1998 FY 1999
) Est. Base Agency  Governor Base Agency  Governor

ACTIVITY RESOURCE ALLOCATION: FY 1996 FY 1997 Level Plan Recomm. Level Plan Recomm.
REGIONAL INITIATIVES 4,333 6,143 6,197 6,197 6,197 5,397 5,397 5,397
BUSINESS DEVELOPMENT & FINANCE 7,011 8,192 6,258 6,258 8,808 6,008 6,008 8,308
COMMUNITY DEVELOPMENT 34,420 66,587 85,750 85,750 92,694 85,704 85,704 88,204
SMALL BUSINESS ASSISTANCE 2,291 1,890 2,313 2,313 2,313 2,313 2,313 2,313
MINN JOB SKILLS PARTNERSHIP 2,371 2,312 2,216 2,216 8,004 2,220 2,220 8,008
DEPUTY COMMISSIONER 1,579 965 465 465 465 510 510 510
TOTAL EXPENDITURES BY ACTIVITY 52,005 86,089 103,199 103,199 118,481 102,152 102,152 112,740
GOV’S INITIATIVES: FUND

(B) MN JOB SKILLS PARTNERSHIP PROGRAM GEN 3,788 3,788
(B) MN INVESTMENT FUND GEN 2,000 2,000
(B) CONTAMINATION CLEANUP FUNDS GEN 500 500
(B) DRINKING WATER REVOLVING FUNDS GEN 4,444

(B) ADVANTAGE MINNESOTA GEN 300 300
(B) SOFTWARE TECHNOLOGY GEN 250

(B) PATHWAYS GEN 2,000 2,000
(B) ST. PAUL ECONOMIC DEVELOPMENT GEN 2,000 2,000
TOTAL GOV’S INITIATIVES 15,282 10,588
EXPENDITURES BY FUND:
DIRECT APPROPRIATIONS:

GENERAL 17,603 19,459 11,912 11,912 27,194 11,979 11,979 22,567
OPEN APPROPRIATIONS:

GENERAL 26 74 74 74 74 74 74 74
STATUTORY APPROPRIATIONS:

SPECIAL REVENUE 4,288 9,075 6,805 6,805 6,805 6,005 6,005 6,005

FEDERAL 30,083 57,470 84,408 84,408 84,408 84,094 84,094 84,094

GIFT 5 1
TOTAL EXPENDITURES 52,005 86,089 103,199 103,199 118,481 102,152 102,152 112,740
FTE BY EMPLOYMENT TYPE:

REGULAR 67.1 65.9 65.9 65.9 65.9 65.9 65.9 65.9
TOTAL FTE 67.1 65.9 65.9 65.9 65.9 65.9 65.9 65.9
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1998-99 Biennial Budget

BUDGET ACTIVITY:  Business Development and Finance
PROGRAM:  Business and Community Development
AGENCY:  Trade and Economic Development, Department of (DTED)

ACTIVITY DESCRIPTION:

The Business and Community Development Division facilitates business development through a
variety of programs. These programs include financing of business retention and expansions;
promoting and marketing Minnesota as an excellent business location; and providing information on
laws and regulations governing business start-ups and expansions in the state of Minnesota.

The Office of Business Development and Finance is responsible for bringing together the state's
resources to assist in business retention, expansion, and new or relocation opportunities. Stimulating
capital investment and new employment opportunities throughout Minnesota is the result of these
efforts.

The Office of Business Development and Finance administers grant and loan programs that assist in
business start-ups, retention or expansions. Programs include the Minnesota Investment Fund, the
Small Cities Development Set-aside Program, the Tourism Loan Program, the Capital Access
Program, and the Agricultural and Economic Development Program.

Minnesota Investment Fund (M.S. 116J.8731) and Small Cities Development Program (M.S.
116J.403) Economic Development Set-Aside

The purpose of this program is to help local units of government improve and strengthen their
business and economic base by providing, through the community, financing for business expansions
and relocations.

Agricultural and Economic Development Board (M.S. 41A.022)

The Agricultural and Economic Development Board was created by the Rural and Economic
Development Act of 1987. The board administers the Small Business Development Loan Program.
This program makes direct loans to businesses utilizing tax-exempt revenue bonds issued by the
board.

Capital Access Program (M.S. 116J.876)

The Capital Access Program provides assistance to businesses, particularly small and medium-sized
businesses obtaining conventional financing for start-up or expansion costs. The program enables
bank lenders to address situations where a fundamentally good loan does not meet all of a bank's
underwriting standards.

Tourism Loan Program (M.S. 116J.617)
The Tourism Loan Program provides otherwise unavailable low-interest financing to existing tourism

related businesses that provide overnight lodging. The program features a revolving fund whereby
interest and principal payments by borrowers are made for additional tourism-related loans.

BUDGET ISSUES:

The Minnesota Investment Fund, using both General Fund appropriations and a set-aside from the
Small Cities Development fund, allows communities to finance business expansions and to keep a
portion of the loan repayments to establish locally administered revolving funds for future
development projects.

In F.Y. 1996, the program awarded $6,000,000 in state and federal economic development funds,
funding a total of 21 projects throughout the state of Minnesota, helping to create approximately 1,231
jobs. .

ACTIVITY DESCRIPTION:

Office of Business Development and Finance (M.S. 116J.58)

The Office of Business Development and Finance houses industry specialists in 4 targeted industries:
Computer and Electrical Components; Forest Products; Health Care; Printing and Publishing. These
specialists help foster the growth of jobs, revenues, and investment in their specific industry group.
The targeted industries were identified based on 5 criteria: total employment in Minnesota, growth
in Minnesota employment, location quotient, value-added manufacturing, and attractive wage levels.

The Office of Business Development and Finance also administers a pass-through grant, awarded by
the legislature to Advantage Minnesota (M.S. 116J.693.)

BUDGET ISSUES:

Advantage Minnesota’s current appropriation of $200,000 per year leverages more than the required
one-to-one match. The state appropriation, with private partners, funds a marketing program to
enhance direct investment in Minnesota.
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1998-1999 BIENNIAL BUDGET
(DOLLARS IN THOUSANDS)

AGENCY:  TRADE & ECONOMIC DEVELOPMENT
PROGRAM: BUSINESS/COMMUNITY DEVELOPMENT
ACTIVITY: BUSINESS DEVELOPMENT & FINANCE

FY 1998 FY 1999
Est. Base Agency  Governor Base Agency  Governor
ACTIVITY SUMMARY FY 1996 FY 1997 Level Plan Recomm. Level Plan Recomm.
EXPENDITURES:
DETAIL BY CATEGORY:
STATE OPERATIONS:
PERSONAL SERVICES 693 838 851 851 851 851 851 851
OPERATING EXPENSES 88 83 70 70 70 70 70 70
SUBTOTAL STATE OPERATIONS 781 921 921 921 921 921 921 921
LOCAL ASSISTANCE 5,143 6,306 4,222 4,222 6,772 4,222 4,222 6,522
OTHER EXPENSES 950 965 1,115 1,115 1,115 865 865 865
NON-CASH TRANSACTIONS 137
TOTAL EXPENDITURES 7,011 . 8,192 6,258 6,258 8,808 6,008 6,008 8,308
GOV’S INITIATIVES: FUND
(B) MN INVESTMENT FUND GEN 2,000 2,000
(B) ADVANTAGE MINNESOTA - GEN 300 300
(B) SOFTWARE TECHNOLOGY GEN 250
TOTAL GOV’S INITIATIVES 2,550 2,300
EXPENDITURES BY FUND:
DIRECT APPROPRIATIONS:
GENERAL 6,051 7,217 5,133 5,133 7,683 5,133 5,133 7,433
STATUTORY APPROPRIATIONS:
SPECIAL REVENUE 960 975 875 875 875 875 875 875
FEDERAL 250 250 250 )
TOTAL EXPENDITURES 7,011 8,192 6,258 6,258 8,808 6,008 6,008 8,308
REVENUE COLLECTED:
DEDICATED:
SPECIAL REVENUE 712 549 536 536 536 525 525 525
FEDERAL 250 250 250
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AGENCY:  TRADE & ECONOMIC DEVELOPMENT
PROGRAM: BUSINESS/COMMUNITY DEVELOPMENT
ACTIVITY: BUSINESS DEVELOPMENT & FINANCE

1998-1999 BIENNIAL BUDGET

(DOLLARS IN THOUSANDS)

FY 1998 FY 1999
| Bst. Base  Agency Governor Base  Agency Governor
ACTIVITY SUMMARY FY 1996 FY 1997 Level Plan Recomm. Level Plan Recomm.
NONDEDICATED:

GENERAL 1,628 1,540 1,540 1,540 1,540 1,540 1,540 1,540
TOTAL REVENUES COLLECTED 2,340 2,089 2,326 2,326 2,326 2,065 2,065 2,065
FTE BY EMPLOYMENT TYPE:

-l.!;t;l-ll:l-\l; --------------- 23.2 14.3 14.3 14.3 14.3 14.3 14.3 14.3
TOTAL FTE 23.2 14.3 14.3 14.3 14.3 14.3 14.3 i 14.3
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F.Y. 1998-99 BUDGET INITIATIVE

AGENCY: Trade and Economic Development, Department of (DTED)
PROGRAM: Business and Community Development
ACTIVITY: Business Development and Finance

ITEM TITLE: Minnesota Investment Fund

1998-99 Biennium 2000-01 Biennium
F.Y. 1998 F.Y. 1999 F.Y. 2000 F.Y. 2001

Expenditures: ($000s)

General Fund

- State Operations $-0- $-0- $-0- $-0-

- Grants $2,000 $2,000 $2,000 $2,000
Revenues: ($000s)

General Fund $-0- $-0- $-0- $-0-
Statutory Change? Yes No _X

If yes, statutes(s) affected:

GOVERNOR’S RECOMMENDATION:

The Governor recommends increasing the biennial budget by $4,000,000 to the Minnesota
Investment Fund (MIF) bringing the total biennial appropriation to $12,034,000.

RATIONALE:

As the primary incentive financing tool of the state of Minnesota, the Minnesota Investment Fund
needs to be funded at a level to help companies stay, expand, and create quality jobs in Minnesota.
Communities all over Minnesota require assistance on behalf of their businesses, and FY97 funding
levels meet barely one-third of the demand from excellent companies paying wages in excess of
legislatively - mandated guidelines.

PROGRAM OUTCOMES:

Based on experience with projects funded in F.Y. 1996, a state appropriation of $12,034,000 would
assist businesses in approximately 60 Minnesota communities, and facilitate the creation of nearly
3,000 direct new jobs.

LONG-TERM IMPACT:
The state would have a strong program of financing to complement its excellent information and

technical assistance. Higher levels of support for the Minnesota Investment Fund improves the
state’s competitive position when faced with offers from other states.
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F.Y. 1998-99 BUDGET INITIATIVE

AGENCY: Trade and Economic Development, Department of (DTED)
PROGRAM:  Advantage Minnesota, Inc.
ACTIVITY: Business Development and Finance

ITEM TITLE: Increased Funding for Advantage Minnesota, Inc.

1998-99 Biennium 2000-01 Biennium
F.Y. 1998 F.Y. 1999 F.Y. 2000 F.Y. 2001

Expenditures: ($000s)

General Fund

- State Operations $300 $300 $300 $300

- Grants $-0- $-0- $-0- $-0-
Revenues: ($000s)

General Fund $-0- $-0- $-0- $-0-
Statutory Change? Yes No_X

If yes, statutes(s) affected:

GOVERNOR’S RECOMMENDATION:

The Governor recommends an increased appropriation of $600,000 for Advantage Minnesota, Inc.
for biennium 1998-99 to bring the total amount from $400,000 to $1,000,000 for the biennium.

RATIONALE:

Advantage Minnesota was launched in 1992 as a “public-private” partnership on a 1:1 state dollar
match. Advantage Minnesota’s mission is to create and deliver marketing programs and services
that promote Minnesota globally as an attractive environment for business development, expansion
and job creation. Its business development programs utilize research, direct mail, telemarketing,
trade shows, advertising, prospect visits, development proposals and customer service to encourage
and facilitate business expansions to the state.

Additional state funding would match private investments. This increased funding would allow
Advantage Minnesota to more aggressively market the state globally to a greater number of tar-
geted companies and locations, attracting business development that will result in economic growth
and the creation of quality, well-paying jobs.

PROGRAM OUTCOMES:

Comprehensive international marketing/business development programs will attract company ex-
pansions and new jobs to Minnesota. Increased state funding that matches private funding will
enable the continuation of the corporation’s aggressive marketing programs in Canada and Sweden,
and facilitate program launch in Nordic locations to include Denmark, Norway, and Finland.

LONG-TERM IMPACT:

Full matching of private funds will contribute to a successful public/private partnership. A
combined public/private $1 million annual budget will increase Minnesota’s visibility as an
international location and attract foreign direct investment into the state, resulting in economic
growth and the creation of quality, well paying jobs.
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F.Y. 1998-99 BUDGET INITIATIVE

AGENCY: Trade and Economic Development, Department of (DTED)
PROGRAM: Business and Community Development
ACTIVITY: Business Development and Finance

ITEM TITLE: Software Technology Center

1998-99 Biennium 2000-01 Biennium
F.Y. 1998 F.Y. 1999 F.Y. 2000 F.Y. 2001

Expenditures: ($000s)

General Fund

- State Operations $250 $-0- $-0- $-0-
Revenues: ($000s)

General Fund $-0- $-0- $-0- $-0-
Statutory Change? Yes No _X

If yes, statutes(s) affected:

GOVERNOR’S RECOMMENDATION:
The Governor recommends $250,000 for the Software Technology Center (STC), through the

Department of Trade and Economic Development (DTED). The funding will be used to operate
STC’s St. Paul facility and broaden industry-related educational services.

RATIONALE:
The nonprofit STC opened in early 1996 with the help of several major Information Technology
(IT) corporations. The STC is set up to provide low-cost access to cutting-edge software and

hardware, which will help keep Minnesota competitive in the industry. State support will be
matched by private industry on a 1:1 basis.

PROGRAM OUTCOMES:

The STC will foster success and growth for early stage businesses in the Information Technology
industry, and will provide low-cost access to cutting-edge software and hardware.

LONG-TERM IMPACT:

The STC will serve as a reference library/education and networking center for the state’s 22,000 IT
workers.
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1998-99 Biennial Budget

BUDGET ACTIVITY: Minneséta Job Skills Partnership Program
PROGRAM: Business and Community Development
AGENCY:  Trade and Economic Development, Department of (DTED)

ACTIVITY DESCRIPTION:
Minnesota Job Skills Partnership Program (M.S. 116L)

The Minnesota Job Skills Partnership Program is governed by an 11 member board including the
Commissioners of DTED, DES, and the Chancellor of the MNSCU System. The agency has the
three-fold purpose of stimulating economic development, contributing to economic opportunity for
individuals, and serving as an educational catalyst between business and industry.

Its 3 functions are to facilitate the creation of businesses, jobs, and new educational programs by
serving as a provider of information, technical assistance, and grant assistance regarding the
development and provisions of education and training for businesses in Minnesota.

BUDGET ISSUES:

The Minnesota Job Skills Partnership program is driven by the needs of employers. Employers, in
partnership with educators and communities, target specific training needs to aid in the business’
relocation or expansion needs. The educational institutions benefit through added curricula and closer
working relationships with businesses in their communities. Employees benefit by gaining training
to meet emerging labor market demand where there are skill shortages. For 1997, the program is
estimating training 3,316 new or existing employees in approximately 24 businesses.
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1998-1999 B I ENNIAL BUDGET
(DOLLARS IN THOUSANDS)

AGENCY: TRADE & ECONOMIC DEVELOPMENT
PROGRAM: BUSINESS/COMMUNITY DEVELOPMENT
ACTIVITY: MINN JOB SKILLS PARTNERSHIP
FY 1998 FY 1999

. Est. Base Agency Governor Base Agency  Governor
ACTIVITY SUMMARY FY 1996 FY 1997 Level Plan Recomm. Level Ptan Recomm.
EXPENDITURES:
DETAIL BY CATEGORY:

STATE OPERATIONS:

PERSONAL SERVICES 133 159 156 156 - 256 160 160 260

OPERATING EXPENSES 15 1 18 18 118 18 18 118

SUBTOTAL STATE OPERATIONS 148 170 174 174 374 178 178 378

LOCAL ASSISTANCE 2,197 2,122 2,022 2,022 7,610 2,022 2,022 7,610

NON-CASH TRANSACTIONS 26 20 20 20 20 20 20 20
TOTAL EXPENDITURES 2,371 2,312 2,216 2,216 8,004 2,220 2,220 8,008
GOV’S INITIATIVES: FUND
(B) MN JOB SKILLS PARTNERSHIP PROGRAM GEN 3,788 3,788
(B) PATHWAYS GEN 2,000 2,000
TOTAL GOV’S INITIATIVES 5,788 5,788
EXPENDITURES BY FUND:

DIRECT APPROPRIATIONS:

GENERAL 2,371 2,312 2,216 2,216 8,004 2,220 2,220 8,008
TOTAL EXPENDITURES 2,371 2,312 2,216 2,216 8,004 2,220 2,220 8,008
FTE BY EMPLOYMENT TYPE:

REGULAR 3.3 3.3 3.3 3.3 3.3 3.3 3.3 3.3
TOTAL FTE 3.3 3.3 3.3 3.3 3.3 3.3 3.3 3.3
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F.Y. 1998-99 BUDGET INITIATIVE

AGENCY: Trade and Economic Development, Department of (DTED)
PROGRAM: Business and Community Development
ACTIVITY: Minnesota Job Skills Partnership

ITEM TITLE: Minnesota Job Skills Partnership (MJSP)

1998-99 Biennium 2000-01 Biennium
F.Y. 1998 F.Y. 1999 F.Y. 2000 F.Y. 2001
Expenditures: ($000s)
General Fund
- State Operations $-0- $-0- $-0- $-0-
- Grants $3,788 $3,788 $3,788 $3,788
Revenues: ($000s)
General Fund $-0- $-0- $-0- $-0-

Statutory Change? Yes No_X
If yes, statutes(s) affected:

GOVERNOR’S RECOMMENDATION:

The Governor recommends increased funding of $7,576,000 to the Minnesota Job Skills
Partnership (MJSP) Program. This would bring the total biennium appropriation to $12,000,000.

RATIONALE:

Training assistance is becoming a key feature of business expansion needs. Because of shortages of
skilled labor, any economic development strategy must have a strong training component. Funds
requested would: make Minnesota more competitive with other states; increase the rate and type of
change in education; assist in transitioning new unskilled to skilled in wake of federal legislative
changes for real existing jobs; and support economic growth and ease labor shortages.

PROGRAM OUTCOMES:

It is anticipated that the requested funding would result in 210 businesses being served during the
biennium benefitting over 20,000 Minnesotans. The state investment would be leveraged on a 2:1
basis in cash and in-kind contributions from businesses and workers. The program would generate
over 100 new education courses and 8 new certificate, diploma or degree programs.

LONG-TERM IMPACT:

The 5-year economic benefit of the program according to the REMI analysis shows that $7 dollars
of tax revenue would be returned for every $1 of MJSP investment. Long-term the program effects
the responsiveness of educational offerings and provides a dynamic model for dislocated workers in
transition, school-to-work and welfare-to-work programs.

PAGE E-22



F.Y. 1998-99 BUDGET INITIATIVE

AGENCY: Trade and Economic Development, Department of (DTED)
PROGRAM: Business and Community Development
ACTIVITY:  Job Skills Partnership

ITEM TITLE: PATHWAYS Initiative

1998-99 Biennium 2000-01 Biennium
F.Y. 1998 F.Y. 1999 F.Y. 2000 F.Y. 2001
Expenditures: ($000s)
General Fund
- State Operations $2,000 $2,000 $2,000 $2,000
Revenues: ($000s)
General Fund $-0- $-0- $-0- $-0-

Statutory Change? Yes No__X
If yes, statutes(s) affected:

GOVERNOR’S RECOMMENDATION:

The Governor recommends establishment of a PATHWAY program to assist persons moving from
welfare-to-work. The program purpose is to provide an educational “pathway” where persons on
public assistance would be provided training and education that would be used directly by specific
employers.

RATIONALE:

As a result of recent federal changes, significant numbers of Minnesotans currently receiving public
assistance will be required to become gainfully employed. Additionally, persons needing public
assistance in the future will have time-limited benefits. As a consequence of these changes, current
programs must adjust and develop methods that directly lead to self sufficiency for persons on public
assistance.

It is estimated that currently there are approximately 38,000 Minnesota families that could be affected
by welfare reform. While it is anticipated that a significant number of new jobs will be created by
the year 2000, what is currently often missing is the educational pathway by which persons on public
assistance can find an avenue to be employed in private sector jobs.

An effective way to develop pathways is through projects that directly link the employer with the
resources of existing service providers, educators, and economic development specialists. Since
DTED serves as the state’s primary economic development agency and has experience, through the
Minnesota Job Skills Partnership (MJSP), in developing training programs which focus on industry
needs, it is well positioned to administer this initiative. Utilizing the existing MISP infrastructure,
the implementation of the program can be expected to be faster than what might normally be
anticipated.

Program features include participation limited to those on public assistance, active participation of the
employer, preference for projects with jobs that indicate a career ladder and creation of educational
pathways that are repeatable.

PROGRAM OUTCOMES:

Assuming a ceiling of $200,000 of PATHWAYS funding per project it is estimated that an annual
appropriation of $2 million would result in approximately 14 projects per year. Since the program
would be limited to persons on public assistance it is estimated that the project would result in
approximately 1,500 persons formerly on public assistance per year being gainfully employed in the
private sector. By encouraging private sector match requirements, the program would leverage an
additional $2 million per year. It is anticipated that there would be between 3-5 effective “pathways”
created for every 10 projects funded that could be run continually to serve other persons on public
assistance.

LONG-TERM IMPACT:

It is anticipated that the program would positively impact the current human service delivery system
infrastructure by making it more market oriented. Further it would enable existing departments to
better define roles and sharpen expertise in defined areas and enable change in educational delivery
systems.
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1998-99 Biennial Budget

BUDGET ACTIVITY:  Community Development
PROGRAM:  Business and Community Development
AGENCY:  Trade and Economic Development, Department of (DTED)

ACTIVITY DESCRIPTION:

The Business and Community Development Division facilitates job creation by helping communities
. with needed infrastructure associated with economic development and redevelopment. These
infrastructure needs range from housing, sewer, water, and wastewater treatment, to commercial
rehabilitation.

Small Cities Development Program (SCDP) (M.S. 116J.401)

The SCDP assists Minnesota Communities by providing federal Community Development Block Grant
(CDBG) funds to rehabilitate owner-occupied or rental housing, construct new or rehabilitate existing
public infrastructure, and rehabilitate commercial structures. SCDP funds may also be used for
acquisition and clearance of dilapidated buildings, and in support of new housing construction. Under
federal guidelines, the program must primarily benefit low and moderate income people.

Small Cities Development Program Flood Disaster Funds (M.S. 116J.401)

Congress also appropriated a total of approximately $23,700,000 million to the state of Minnesota in
response to the flood of 1993. DTED has awarded the funds to local units of government to
rehabilitate flood-damaged housing, acquire and demolish housing and commercial structures located
in floodplains, and replace unsound municipal infrastructure that contributed to flood damage in homes
and businesses. -

Contaminated Site Cleanup Grant Program (M.S. 116J.557)

The Contaminated Site Cleanup Grant Program was created by the 1993 legislature to assist
Minnesota communities and local development authorities by providing state general fund and bond
monies to clean up contaminated sites where there will be private or public redevelopment. Sites that
do not qualify for existing PCA cleanup funds are eligible for this program.

Community Resource Program (M.S. 466A.01)

The Community Resource Program provides grants to Minneapolis, St. Paul, and Duluth to address
the objectives of 1) increasing community safety and reducing crime; 2) enhancing stability, including
school readiness; 3) providing opportunities for residents to become self-supporting; and 4) building
the capacity of neighborhood based organizations to create neighborhood stability.

Special Appropriations

This program provides administrative support to ensure proper management, contractual negotiation,
and monitoring of all special appropriations assigned to the Business and Community Development
Division by the legislature. Special Appropriations include the Border City Enterprise Zone Tax
Credit Program, the Mortgage Credit Certificate Aid Program, and the Review of County Capital
Improvement projects (no state dollars).

Public Facilities Authority (M.S. 446A)

The Public Facilities Authority provides low-interest loans and other financial assistance to local

governments and sanitary districts for new or expanded wastewater treatment facilities that meet the

requirements of the Clean Water Act. Beginning in 1997, the Authority expects to provide similar
financial assistance for-drinking water systems to local governments and other community water
suppliers under the provisions of the Safe Drinking Water Act.

The Authority reviews and approves financing for the following programs:

8 State Water Pollution Control Revolving Fund (SRF)

B Wastewater Infrastructure Funding Program (WIF)

8 Once-Through Cooling Loan Program

B Drinking Water Revolving Fund

Pass-through Programs for Non-Point Source Pollution (M.S. 446A.07):

B  Agriculture and Rural Best Management Practices Nonpoint Source Water Pollution Program

B Clean Water Partnerships Program

®  Failed Septic System Program - Tourism Loan Program

# Failed Septic System Program - Small Cities Development Program

BUDGET ISSUES:

B State Water Pollution Control Revolving Fund: Since the establishment of the program, the SRF
has leveraged state matching funds with grants from the EPA Capitalization Grant program. In
addition, the Authority has issued 5 revenue bond sales for a total of $238,000,000 to finance
water quality projects. The Authority program has been rated AA + by Standard and Poor which
help the authority minimize the cost of borrowing to finance these expensive but critical facilities.

The Authority needs additional resources to match available federal funds and assist Minnesota
communities.
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1998-1999 BIENNIAL BUDGET
(DOLLARS IN THOUSANDS)

AGENCY:  TRADE & ECONOMIC DEVELOPMENT
PROGRAM: BUSINESS/COMMUNITY DEVELOPMENT
ACTIVITY: COMMUNITY DEVELOPMENT
FY 1998 FY 1999
Est. Base Agency  Governor Base Agency  Governor
ACTIVITY SUMMARY FY 1996 FY 1997 Level Plan Recomm. Level Plan Recomm.
EXPENDITURES:
DETAIL BY CATEGORY:
STATE OPERATIONS:
PERSONAL SERVICES 1,048 1,126 1,082 1,082 1,082 1,048 1,048 1,048
OPERATING EXPENSES 161 441 307 307 307 300 300 300
SUBTOTAL STATE OPERATIONS 1,209 1,567 1,389 1,389 1,389 1,348 1,348 1,348
LOCAL ASSISTANCE 33,010 60,589 26,418 26,418 33,362 26,418 26,418 28,918
OTHER EXPENSES 4,280 57,800 57,800 57,800 57,800 57,800 57,800
NON-CASH TRANSACTIONS 201 151 143 143 143 138 138 138
TOTAL EXPENDITURES 34,420 66,587 85,750 85,750 92,694 85,704 85,704 88,204
GOV’S INITIATIVES: FUND
(B) CONTAMINATION CLEANUP FUNDS GEN 500 500
(B) DRINKING WATER REVOLVING FUNDS GEN 4,444
(B) ST. PAUL ECONOMIC DEVELOPMENT GEN 2,000 2,000
TOTAL GOV’S INITIATIVES 6,944 2,500
EXPENDITURES BY FUND:
DIRECT APPROPRIATIONS:
GENERAL 5,725 6,996 2,158 2,158 9,102 2,176 2,176 4,676
OPEN APPROPRIATIONS:
GENERAL 26 74 74 74 74 74 74 74
STATUTORY APPROPRIATIONS:
SPECIAL REVENUE 3,030 800 800 800 800 800 800
FEDERAL 28,664 56,487 82,718 82,718 82,718 82,654 82,654 82,654
GIFT 5
TOTAL EXPENDITURES 34,420 66,587 85,750 85,750 92,694 85,704 . 85,704 88,204
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AGENCY:  TRADE & ECONOMIC DEVELOPMENT

PROGRAM: BUSINESS/COMMUNITY DEVELOPMENT

ACTIVITY: COMMUNITY DEVELOPMENT

1998-1999 BIENNIAL BUDGET

(DOLLARS IN THOUSANDS)

FY 1998 FY 1999
) Est. Base Agency  Governor Base Agency Governor
ACTIVITY SUMMARY FY 1996 FY 1997 Level plan Recomm. Level Plan Recomm.
REVENUE COLLECTED:
DEDICATED:

SPECIAL REVENUE 789 800 800 800 800 800 800 800

FEDERAL 28,664 56,487 82,718 82,718 82,718 82,654 82,654 82,654

GIFT 5
NONDEDICATED:

GENERAL 413 515 515 515 515 515 515 515
TOTAL REVENUES COLLECTED 29,871 57,802 84,033 84,033 84,033 83,969 83,969 83,969
FTE BY EMPLOYMENT TYPE:

REGULAR 19.8 19.8 19.8 19.8 19.8 19.8 19.8 19.8
TOTAL FTE 19.8 19.8 19.8 19.8 19.8 19.8 19.8 19.8
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' F.Y. 1998-99 BUDGET INITIATIVE

AGENCY: Trade and Economic Development, Department of (DTED)
PROGRAM: Business and Community Development’
ACTIVITY: Community Development

ITEM TITLE: Contamination Cleanup Program

1998-99 Biennium 2000-01 Biennium
F.Y. 1998 F.Y. 1999 F.Y. 2000 F.Y. 2001

Expenditures: ($000s)

General Fund

- State Operations $-0- $-0- $-0- $-0-

- Grants $500 $500 $500 $500
Revenues: ($000s)

General Fund $-0- $-0- $-0- $-0-
Statutory Change? Yes No _X

If yes, statutes(s) affected:

GOVERNOR’S RECOMMENDATION:

The Governor recommends an appropriation of $1.0 million for the biennium for contamination
cleanup grants in Greater Minnesota administered pursuant to M.S. 116J.551 through 116J.558. It
is anticipated that Metropolitan Council programs will have the capacity to meet Twin Cities needs
in the next biennium.

RATIONALE:

Contaminated commercial and industrial sites contribute to the physical and economic decline of
cities. The presence of contaminants eliminates redevelopment prospects for a site and can have a
negative effect on the nearby properties. The presence of several contaminated sites sends a very
clear message that a neighborhood is decaying.

The purpose of this program is to provide financial assistance to cities, townships and local
development agencies for the cleanup of contaminated sites where there is serious private or public
redevelopment potential. The program helps transform contaminated sites from a blighting influ-
ence to a marketable asset. Sites that contain superfund level contaminates, but are not scheduled
for superfund financing, qualify for this program.

The contamination tax was originally intended to finance contamination cleanup grants. The tax
however, does not generate sufficient revenue to capitalize the program. Because of constitutional
constraints associated with the use of bond funds for private development projects, a bond financed
program is not a viable option. General fund support for the program is necessary.

LONG-TERM IMPACT:

The transformation of contaminated sites into productive properties will have a significant impact
on the core cities, inner ring suburbs and larger communities in greater Minnesota. New
construction will occur, jobs will be created, and tax base will be improved in areas where
revitalization is most needed.
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F.Y. 1998-99 BUDGET INITIATIVE

AGENCY: Trade and Economic Development, Department of (DTED)
PROGRAM:  MN Public Facilities Authority
ACTIVITY: Community Development

ITEM TITLE: Drinking Water Revolving Loan Fund

1998-99 Biennium 2000-01 Biennium
F.Y. 1998 F.Y. 1999 F.Y. 2000 F.Y. 2001

Expenditures: ($000s)

- Special Revenues/or $-0- $-0- $-0- $-0-

Bonding

- State Operations $-0- $-0- $-0- $-0-

- Grants $4,444 $-0- $-0- $-0-
Revenues: ($000s)

General Fund $-0- $-0- $-0- $-0-
Statutory Change? Yes No _X

If yes, statutes(s) affected:

GOVERNOR’S RECOMMENDATION:

The Governor recommends $4,444,000 to match federal F.Y. 1997 capitalization grants for the
Drinking Water Revolving Fund. The Public Facility Authority (PFA) will use state funds to lever-
age federal funds on a $5 federal to $1 state basis.

RATIONALE;:

This program will generate revenues for the State at a ratio of 5:1 in federal matching grants while
reducing local taxes and/or fee increases, as well as provide safe drinking water. The 1996 Legis-
lature appropriated $4,000,000 as state match for either Drinking Water or Wastewater funding,
which will be used to match a portion of the F.Y. 1997 appropriation for the Drinking Water fund.
This leaves the State $4,444,000 short this fiscal year.

PROGRAM OUTCOMES:

- Leverage $5 of Federal funds for every $1 of State match.

- Leverage State and Federal funding with issuance of Revenue Bonds.
- Target needy low income communities.

- Finance project to be in compliance with the Safe Drinking Water Act.
- Generate $1 of Revenue for every State $1 received by the PFA.

LONG-TERM IMPACT:

- Safe Drinking available statewide.

- Competitive public utility rates nationally for Minnesota.

- Offer of low-interest loans to targeted communities.
- Fund to be managed in perpetuity.
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F.Y. 1998-99 BUDGET INITIATIVE

AGENCY: Trade and Economic Development, Department of (DTED)
PROGRAM: Business and Community Development
ACTIVITY: Community Development

ITEM TITLE: City of St. Paul Economic Development

1998-99 Biennium 2000-01 Biennium
F.Y. 1998 F.Y. 1999 F.Y. 2000 F.Y. 2001
Expenditures: ($000s)
General Fund
- State Grants $2,000 $2,000 $2,000 $2,000
Revenues: ($000s)
General Fund $-0- $-0- $-0- $-0-

Statutory Change? Yes No_X

If yes, statutes(s) affected:

GOVERNOR’S RECOMMENDATION:

The Govemor recommends a statutory appropriation of $2,000,000 annually to DTED for grants to
the City of St. Paul. This appropriation is to be continued for 10 years to support the necessary
improvements to infrastructure and facilities necessary to attract and retain a professional sports
franchise in the capital city.

RATIONALE:

The addition of a new professional sports team in downtown St. Paul will be a key factor in the
continued economic rejuvenation of St. Paul. This economic opportunity will provide an anchor
tenant for the renovated St. Paul Civic Center. The state investment will be returned by the additional
corporate and personal income tax generated by the franchise, additional sales tax receipts derived
from new spending in the entire Twin Cities area, and a new stability of the east metro property tax
base brought about by this economic development initiative. This grant to St. Paul will be made only
after DTED has determined that a franchise has made a legally binding, long-term commitment to the
City of St. Paul, and that the direct annual tax revenues to Minnesota will exceed this investment.

PROGRAM OUTCOMES:
The City of St. Paul will realize economic returns on improvements already made, and to be made,
to the St. Paul Civic Center and downtown infrastructure. Merchants and businesses in the east metro

area will realize increased business opportunities resulting from investment and economic activity
generated by the professional sports franchise.

LONG-TERM IMPACT:

A major league sports franchise making a long-term commitment to the capital city will provide both
an economic return on investment and an improvement to the quality of life for Minnesota.
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1998-99 Biennial Budget

BUDGET ACTIVITY:  Small Business Assistance Office
PROGRAM:  Business and Community Development
AGENCY:  Trade and Economic Development, Department of (DTED)

ACTIVITY DESCRIPTION:
Small Business Assistance Office (M.S. 1162.68)

The Small Business Assistance Office seeks to facilitate the incubation and survival of new businesses,
jobs, and wealth by serving as a point of first and continuing contact for information and assistance
regarding the start-up, operation, or expansion of a small business in Minnesota (M.S. 116J.68). The
Office works to reduce the cost of information to potential, new and existing small businesses in 3
ways:

® By providing free-of-charge, publications which address topics and issues with the potential
to affect the success of small business operations. This program presently has 10
publications. The 2 most frequently requested are "A Guide to Starting a Business in
Minnesota" and "An Employer's Guide to Employment Law Issues in Minnesota".

B By offering workshops and training programs on topics which cut across industry lines (e.g.,
capital formation) and topics specific to particular industries (e.g., products liability for
medical device manufacturers).

8 By offering one-on-one counseling to small businesses on business planning, financing,
marketing, regulations and other areas of business management and operations.

The demand for increasingly sophisticated counsel and assistance increases. Changing business, legal,
and economic factors create the need for on-going up-date of materials and services provided by the
program.

BUDGET ISSUES:

The department provides information on doing business in Minnesota to start-up, small- and medium-
sized businesses through the Small Business Assistance Office which, in addition to the services noted
above, also operates a network of 23 Small Business Development Centers funded in part by the
federal government.

For F.Y. 1998 and F.Y. 1999, approximately 35,000 hours of counseling to business clients will be
provided through the department and the SBDCs. Counseling service is measured by improvements
in the businesses operations due to the program. More information on the results of counseling
service is provided in the department's annual performance report.
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1998-1999 BIENNIAL BUDGET

(DOLLARS IN THOUSANDS)

AGENCY:  TRADE & ECONOMIC DEVELOPMENT
PROGRAM: BUSINESS/COMMUNITY DEVELOPMENT
ACTIVITY: SMALL BUSINESS ASSISTANCE

FY 1998 FY 1999
. ) Est. Base Agency Governor Base Agency  Governor
ACTIVITY SUMMARY FY 1996 FY 1997 Level Plan Recomm. Level Plan Recomm.
EXPENDITURES:
DETAIL BY CATEGORY:

STATE OPERATIONS: )

PERSONAL SERVICES 443 407 526 526 526 526 526 526

OPERATING EXPENSES 1,312 237 233 233 233 233 233 233

SUBTOTAL STATE OPERATIONS 1,755 644 759 759 759 759 759 759

LOCAL ASSISTANCE 449 1,246 1,554 1,554 1,554 1,554 1,554 1,554

NON-CASH TRANSACTIONS 87
TOTAL EXPENDITURES 2,291 1,890 2,313 2,313 2,313 2,313 2,313 2,313

EXPENDITURES BY FUND:
DIRECT APPROPRIATIONS:

GENERAL 974 1,012 973 973 973 973 973 973
STATUTORY APPROPRIATIONS:

SPECIAL REVENUE 17 -

FEDERAL 1,300 878 1,340 1,340 1,340 1,340 1,340 1,340
TOTAL EXPENDITURES 2,291 1,890 2,313 2,313 2,313 2,313 2,313 2}313
REVENUE COLLECTED:

DEDICATED:

FEDERAL 1,300 878 1,340 1,340 1,340 1,340 1,340 1,340
TOTAL REVENUES COLLECTED 1,300 878 1,340 1,340 1,340 1,340 1,340 1,340
FTE BY EMPLOYMENT TYPE:

REGULAR 10.3 10.3 10.3 10.3 10.3 10.3 10.3 10.3
TOTAL FTE 10.3 10.3 10.3 10.3 10.3 10.3 10.3 10.3
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1998-99 Biennial Budget

BUDGET ACTIVITY:  Regional Initiatives
PROGRAM:  Business and Community Development
AGENCY:  Trade and Economic Development

ACTIVITY DESCRIPTION:

The Office of Regional Initiatives (ORI) helps make communities viable and accommodate business
growth by enhancing their economic development capacity which fosters an environment in which job
creation can occur. Office staff join "regional teams” from programs across DTED's divisions to
create an appropriate departmental response for community and business job creation needs.

ORI also administers 2 loan programs designed to help finance job and business growth. The Rural
Challenge Grant Program continues to provide opportunities for low-income individuals, encourage
private investment, and promote economic development in rural areas of the state in partnership with
the 6 Minnesota Initiative Funds. Loans are drawn from a $6,000,000 appropriation from the Laws
of 1993 (M.S. 116N) and matched by the same level of funding from the McKnight Foundation.
Fifty-one projects were awarded a total of $1,759,062 in F.Y. 1996.

The Urban Challenge Grant Program was created by the Minnesota Legislature in 1993 (M.S. 116M)
to assist minority-owned and operated businesses and others that will create jobs in designated low
income areas of the Twin Cities. The $6,000,000 appropriation is matched with funds provided by
16 certified non-profit organizations to provide financial assistance to qualified businesses. Fifty-three
loans were awarded a total of $1,700,000 in F.Y. 1996, which resulted in the creation of over 200
jobs.

Direct training and planning assistance to communities is extended through the ORI in an effort to
provide guidelines for building local economic development capacity, and to create and retain jobs.
The Office regularly offers its expertise in business retention and expansion methods at the local
level, assists in the formation of legal entities such as an "Economic Development Authority,” and
facilitates the resolution of specific local economic development conflicts.

The Office has established a system, DTED Connections, to distribute business prospect leads to

qualified communities based on the business prospect’s criteria. To assist in linking business

prospects with Minnesota locations, a statewide database has been developed (DYLAN), which

furnishes key economic and demographic data and building and site location information.

® The Office supports other initiatives on behalf of urban and rural job creation:

8 The Office confers state certification to applicant Community Development Corporations (CDC)
that meet legislative standards. Certified CDC’s are annually eligible to apply for grant funds
from an established $50,000 pool for each of the years of the F.Y. 1996-97 biennium.

® Pass-through grants, awarded by the Legislature, also are administered by this Office to the
Metropolitan Economic Development Association (MEDA) and WomenVenture (M.S. 116J.986.)

BUDGET ISSUES:

None
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1998-1999 BIENNIAL BUDGET

(DOLLARS IN THOUSANDS)

AGENCY:  TRADE & ECONOMIC DEVELOPMENT
PROGRAM: BUSINESS/COMMUNITY DEVELOPMENT
ACTIVITY: REGIONAL INITIATIVES

FY 1998 FY 1999
. Est. Base Agency  Governor Base Agency  Governor

ACTIVITY SUMMARY FY 1996 FY 1997 Level Plan Recomm. Ltevel Plan Recomm.
EXPENDITURES:
DETAIL BY CATEGORY:

STATE OPERATIONS:

PERSONAL SERVICES 464 556 556 556 556 556 556 556
OPERATING EXPENSES 410 307 201 201 201 201 201 201
SUBTOTAL STATE OPERATIONS 874 863 757 757 757 57 757 757
LOCAL ASSISTANCE . 558 625 645 645 645 645 645 645
OTHER EXPENSES 2,809 4,640 4,780 4,780 4,780 3,980 3,980 3,980
NON-CASH TRANSACTIONS 92 15 15 15 15 15 15 15
TOTAL EXPENDITURES 4,333 . 6,143 6,197 6,197 6,197 5,397 5,397 5,397
EXPENDITURES BY FUND:
DIRECT APPROPRIATIONS:

GENERAL 903 968 967 967 967 967 967 967
STATUTORY APPROPRIATIONS:

SPECIAL REVENUE 3,31 5,070 5,130 5,130 5,130 4,330 4,330 4,330
FEDERAL 119 105 100 100 100 100 100 100
TOTAL EXPENDITURES 4,333 6,143 6,197 6,197 6,197 5,397 5,397 5,397
REVENUE COLLECTED:
DEDICATED:

SPECIAL REVENUE 2,602 2,027 2,027 2,027 2,027 2,227 2,227 2,227
FEDERAL 104 100 100 100 100 100 100 100
GIFT 5

NONDEDICATED:

GENERAL 5 5 5 5 5 5 5 5
TOTAL REVENUES COLLECTED 2,716 2,132 2,132 2,132 2,132 2,332 2,332 2,332
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AGENCY:  TRADE & ECONOMIC DEVELOPMENT
PROGRAM: BUSINESS/COMMUNITY DEVELOPMENT
ACTIVITY: REGIONAL INITIATIVES

1998-1999 BIENNIAL BUDGET
(DOLLARS IN THOUSANDS)

FY 1998 FY 1999
Est. Base  Agency Governor Base  Agency Governor
ACTIVITY SUMMARY FY 1996 FY 1997 Level Plan Recomm. Level Plan Recomm.
FTE BY EMPLOYMENT TYPE:
-;;;QL;; ............... 3.5 11.2 1.2 11.2 11.2 11.2 11.2 11.2
TOTAL FTE 3.5 11.2 1.2 11.2 11.2 11.2 11.2 1.2
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1998-99 Biennial Budget
BUDGET ACTIVITY:  Deputy Commissioner
PROGRAM:  Business and Community Development
AGENCY:  Trade and Economic Development

ACTIVITY DESCRIPTION:

Business and Community Development administration includes the BCD deputy commissioner's
office.

Costs associated with this activity include the deputy commissioner and executive secretary, and
administrative services and support staff.

BUDGET ISSUES:

None
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1998-1999 BT ENNIAL BUDGET
(DOLLARS IN THOUSANDS)

AGENCY:  TRADE & ECONOMIC DEVELOPMENT
PROGRAM: BUSINESS/COMMUNITY DEVELOPMENT
ACTIVITY: DEPUTY COMMISSIONER

FY 1998 FY 1999
Est. Base Agency  Governor Base Agency  Governor

ACTIVITY SUMMARY FY 1996 FY 1997 Level Plan Recomm. Level Plan Recomm.
EXPENDITURES:
DETAIL BY CATEGORY:

STATE OPERATIONS:

PERSONAL SERVICES 1,174 228 262 262 262 307 307 307
OPERATING EXPENSES 173 737 203 - 203 203 203 203 203
OTHER EXPENSES 4

NON-CASH TRANSACTIONS 228

SUBTOTAL STATE OPERATIONS 1,579 965 465 465 465 510 510 510
TOTAL EXPENDITURES 1,579 965 465 465 465 510 510 510
EXPENDITURES BY FUND:
DIRECT APPROPRIATIONS:

GENERAL 1,579 954 465 465 465 510 510 510
STATUTORY APPROPRIATIONS: :

GIFT 11

TOTAL EXPENDITURES 1,579 965 465 465 -465 510 510 510
FTE BY EMPLOYMENT TYPE:

REGULAR 7.0 7.0 7.0 7.0 7.0 7.0 7.0 7.0
TOTAL FTE 7.0 7.0 . 7.0 7.0 7.0 7.0 7.0 7.0
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1998-99 Biennial Budget

PROGRAM: Minnesota Trade Office
AGENCY: Trade and Economic Development, Department of (DTED)

PROGRAM DESCRIPTION:

The mission of the Minnesota Trade Office (M.S. 116J.966) is to increase Minnesota employment
through: )

8 expanded Minnesota exports; and
8 increased foreign direct investment in the state.

PROGRAM STATUS:

The state is committed to expanding and diversifying its economy and employment through increased
international business and foreign direct investment.

Through the Minnesota Trade Office (MTO) and the Minnesota World Trade Center Corporation
(MWTCC), the state works directly with Minnesota businesses assisting them with general
international business and market specific education programs; a network of public/private supported
foreign offices and individual representatives; foreign export counseling; export financing;
international communications; trade shows and foreign trading delegations; market research; and
selected reverse investment strategies.

The delivery of these services is optimized through partnerships and leveraging of public and private
resources on behalf of Minnesota businesses. During the past biennium, the following changes have
impacted the MTO program:

Federal funding for agricultural export programs has been reduced.

Federal export initiatives have been consolidated; adoption of one-stop shopping philosophy and
matched funding for public-private trade projects have been pursued.

The Export-Import Bank began collaborating with the MTO in providing pre-export financing to
Minnesota businesses through a formalized city/state partnership.

The MTO has improved its cost recovery for education, trade shows and trade-related materials from
businesses to more cost-effectively deliver services and offset budget reductions.

Business demand for real-time international market information and intelligence has increased.
The MTO is also expanding its scope of services beyond trade "awareness and promotion" activities

to international business “assessment” and "assistance" activities, in response to the changing demands
of potential Minnesota exporters as envisioned under M.S. 116J.966.

Collaboration with the Small Business Administration’s SCORE program in delivering workshops and

counseling has been improved. -

Ifthe state is to provide its businesses with relevant, timely and effective export assistance, it will need
to: :

target its services through better mailing lists;

assess export readiness and assist with export business plans.

deliver targeted real-time international market intelligence to businesses;

enter into new public-private partnerships and leverage available federal resources which
are needed to help Minnesota companies complete successful export transactions;

provide its businesses with resources to become more competitive; and

move beyond short-term debt management at the MWTCC and expand upon the
international market access capabilities this organization offers to its business clients.

PLANNED RESULTS:
The MTO increases exports and facilitates foreign direct investment through:

Information Services
Education/Training

Export Finance

Marketing/Export Counseling
International Information Network

These functions deliver specific services to Minnesota businesses as outlined in the agency's
performance report.

The MTO should meet target cost goals while maintaining customer satisfaction ratings. Export-
related results attributed to MTO services should increase by 20% by the end of F.Y. 1999.

BUDGET ISSUES:

The MTO will meet the challenge of 3% inflation in each of the 2 fiscal years (F.Y. 1998 and F.Y.
1999) by staggering publication production, increasing solicitation of additional federal grants for
international trade show promotions, improving coordination of MTO and MWTCC service offerings,
and increasing cost-recovery for MTO-sponsored trade shows, educational programs, and trade-related
materials.

In the past 6 years, over 2 billion new consumers (approximately 40% of the world's population)
actively participated in the global economy due to significant political and market economy changes
in China, India and the former Soviet Union. China, in particular, as a result of the impending union
with Hong Kong, represents a significant opportunity. The North American Free Trade Agreement
(NAFTA) and the General Agreement on Tariffs and Trade (GATT) have further opened international
trade by reducing tariffs and non-tariff trade barriers. These new developments present a significant
opportunity to increase Minnesota's value-added manufacturing, agriculture and service employment
through international business.

In response to these major changes, the governor has identified an advisory group in the manufacturing
and agricultural sectors to work with the MTO in reviewing and enhancing its service offerings. The
MTO, in positioning the state and its businesses to take advantage of the opportunities presented by
these events, will need to: a) enhance the state’s collection of international business information; b)
develop and offer quality trade leads, targeted market research and matchmaking assistance to
Minnesota businesses; and c) seek opportunities to leverage expertise through increased collaboration
and partnerships to increase productivity and cost value outputs.. These actions will help Minnesota
keep pace with the new opportunities and receive its fair share of related employment growth.
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1998-99 Biennial Budget

PROGRAM: Minnesota Trade Office
AGENCY: Trade and Economic Development, Department of (DTED)
(Continuation)

BUDGET AND REVENUE SUMMARY:

Approximately 2 billion new workers and consumers (40% of the world's population) have been added
to the global economy in the past 6 years. This has and will continue to result in new international

business opportunities and increasing competition. China represents a significant opportunity and is _

viewed as the world’s largest developing market. The union with Hong Kong (July, 1997) will further
enhance that opportunity and makes a targeted China initiative a critical strategic consideration.

The MTO education/training effort can recover some variable costs. When seminars are provided
throughout the state (75-100 per year), costs such as attendee meals, coffee breaks, meeting room
expenses, and some materials and promotion expenses are recovered. Business students are charged
these costs in registration fees. This allows the program to expand to meet the clients' needs.

The MTO trade show effort can recover some of its variable costs. When trade shows are conducted
in international markets (13-19 per year), costs such as booth rental, promotion costs, transportation,
and some freight and marketing costs are recovered. Business participants are charged registra-
tion/participation fees to recover these costs. This allows the program to expand to meet the clients’
needs.

The MTO has been authorized to recover variable costs associated with its production of trade-related
materials. It is anticipated that the costs recovered will pay for the cost of materials and information
to produce certain directories, market research reports, agent/distributor lists and other international
business information.

Grants:

Funds (grants) sourced from outside Minnesota (federal government, pass-through non-profit
agencies). A significant share of these funds are passed through to other organizations:

EY. 1997 F.Y. 1998 E.Y. 1999
NASDA $ 50,000 $ 50,000 $ 50,000
EDA $55.000 $40.000 $40.000
TOTAL $105,000 $ 90,000 $ 90,000

NASDA = National Association of State Development Agencies. F.Y. 1997: $25,000 Indonesia
(renewed from last year); and $25,000 Central Europe. F.Y. 1998 and F.Y. 1999 to be determined,
probably about $50,000 each year.

. EDA = Economic Development Agency. $55,000 in F.Y. 1997 pass-through to Red River Trade
Corridor. F.Y. 1998 and F.Y. 1999 to be determined, probably about $40,000 each year.

GOVERNOR’S RECOMMENDATION:

The Governor recommends an appropriation of $350,000 for the establishment of a multifaceted,
biennial plan to respond to opportunities in China.
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AGENCY:  TRADE & ECONOMIC DEVELOPMENT
PROGRAM: MINNESOTA TRADE OFFICE
ACTIVITY: MINNESOTA TRADE OFFICE

1998-1999 BIENNIAL BUDGET

(DOLLARS IN THOUSANDS)

FY 1998 FY 1999
] Est. Base Agency  Governor Base Agency Governor
ACTIVITY SUMMARY FY 1996 FY 1997 Level Plan Recomm. Level Plan Recomm.
EXPENDITURES:
DETAIL BY CATEGORY:
STATE OPERATIONS:
PERSONAL SERVICES 1,520 1,445 1,479 1,479 1,479 1,513 1,513 1,513
OPERATING EXPENSES 853 894 955 955 1,205 950 950 1,050
SUBTOTAL STATE OPERATIONS 2,373 2,339 2,434 2,434 2,684 2,463 2,463 2,563
LOCAL ASSISTANCE 80 104 40 40 40 40 40 40
OTHER EXPENSES 5
TOTAL EXPENDITURES 2,458 2,443 2,474 2,474 2,724 2,503 2,503 2,603
GOV’S INITIATIVES: FUND
(B) CHINA TRADE GEN 250 100
TOTAL GOV’S INITIATIVES 250 100
EXPENDITURES BY FUND:
DIRECT APPROPRIATIONS:
GENERAL 2,184 2,188 2,202 2,202 2,452 2,236 2,236 2,336
STATUTORY APPROPRIATIONS:
SPECIAL REVENUE 174 189 182 182 182 177 177 177
FEDERAL 100 59 90 90 90 90 90 90
GIFT 7
TOTAL EXPENDITURES 2,458 2,443 2,474 2,474 2,724 2,503 2,503 2,603
REVENUE COLLECTED:
DEDICATED:
SPECIAL REVENUE 281 229 232 232 232 237 237 237
FEDERAL 100 59 90 90 90 90 90 90
GIFT 7
NONDEDICATED:
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1998-1999 BT ENNIAL BUDGET
(DOLLARS IN THOUSANDS)

AGENCY: TRADE & ECONOMIC DEVELOPMENT
PROGRAM: MINNESOTA TRADE OFFICE
ACTIVITY: MINNESOTA TRADE OFFICE
FY 1998 FY 1999
Est. Base Agency Governor Base Agency Governor

ACTIVITY SUMMARY FY 1996 FY 1997 Level Plan Recomm. Level Plan Recomm.

CAMBRIDGE DEPOSIT FUND 7 5 5 5 5 5 5 5
TOTAL REVENUES COLLECTED 388 300 327 327 327 332 332 332
FTE BY EMPLOYMENT TYPE:

REGULAR 28.3 28.3 28.3 28.3 28.3 28.3 28.3 28.3
TOTAL FTE 28.3 28.3 28.3 28.3 28.3 28.3 28.3 28.3 .
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F.Y. 1998-99 BUDGET INITIATIVE

AGENCY: Trade and Economic Development, Department of (DTED)
PROGRAM: Minnesota Trade Office
ACTIVITY: Minnesota Trade Office

ITEM TITLE: China - International Strategic Trade Initiatives

1998-99 Biennium 2000-01 Biennium
F.Y. 1998 F.Y. 1999 E.Y. 2000 F.Y. 2001
Expenditures: ($000s)
General Fund
- State Operations $250 $100 $-0- $-0-
Revenues: ($000s)
General Fund $-0- $-0- $-0- $-0-

Statutory Change? Yes Ne _X
If yes, statutes(s) affected:

GOVERNOR’S RECOMMENDATION:

The Governor recommends establishment of a multi-faceted, biennial plan to respond to opportunities
developing in China. Development costs are $350,000 for the biennium.

RATIONALE:

China is the world’s largest developing market, yet it is “outside” most common Western knowledge.
Touted as the fastest growing economy in the world, China’s strategic position coupled with its one
billion workers and consumers, requires new thinking and approaches. After union with Hong Kong
(7-1-97), Minnesota’s exports to China at $314 million will make China Minnesota’s 8th largest
customer.

It will take a massive educational process to assure that all appropriate businesses have a China
strategy. Minnesota will need to use and build upon the inherent advantage of its numerous
connections with China.

PROGRAM OUTCOMES:

Specific information resources and training seminars on China would be developed by the
Minnesota Trade Office (MTO). Examples include acquisition of technical, regulatory, and market
research materials; development of a training program on practical business knowledge to succeed
in China; and training focused on those in the agriculture, medical, and high tech industries. Expected
result: Minnesota businesses would establish and pursue their China strategies which should result in
larger exports.

Organized trips, where appropriate by the governor, lieutenant governor, or high official, with the
objective of opening doors, initiating development ideas, familiarization, trade shows, etc.

Matchmaking initiatives with the objective of fostering more strategic alliances, distributors, and
joint ventures.

Existing relationships would be leveraged and built upon to develop public-private partnerships
through the United Nations Trade Points (MN-Beijing); World Trade Centers; Sister-City/State/
Province relationships; educational institutions and advisory groups.

LONG-TERM IMPACT:

The foregoing program outcomes are intended to benefit Minnesota’s economy with more exports.

Their immediate impact will be to assist Minnesota companies in taking advantage of opportunities
presented by the China market.
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1998-99 Biennial Budget

PROGRAM: Tourism
AGENCY: Trade and Economic Development, Department of (DTED)

PROGRAM DESCRIPTION:

The Minnesota Office of Tourism (MOT) markets Minnesota as a travel destination to consumers,
tour operators, group tours and travel agents; promotes coverage of Minnesota in international and
travel trade media; and initiates, develops, and coordinates activity with travel industry buyers and
sellers in the U.S. and throughout the world. To support these activities, the Office is divided into
4 areas: Destination Sales and Product Marketing; Consumer Marketing; Travelers Sales; and
Stakeholder Relations. The 35-person, statewide Tourism Advisory Committee, chaired by
Lt. Governor, provides industry advice, program direction, and communication relative to program
development. For many years, the programs of the Office of Tourism have been nationally
recognized and have been extremely successful in generating travel to Minnesota. The state’s travel
and tourism industry and tourism related sales and tax revenues have also grown proportionately and
above that at the national level. During the same time period the Office of Tourism’s programs have
expanded. With the advice of this committee, the MOT opened a store at the Mall of America in
November in collaboration with other state agencies to provide one-stop shopping for Minnesota travel
information, accommodations reservations, and Minnesota themed merchandise.

The Destination Sales program markets and “sells” Minnesota as a travel destination to tour operator,
group tour and media clients; the program also initiates, develops, and coordinates sales activities with
tourism industry buyers and consumers in target North American and international markets. The
primary international markets are Japan, the United Kingdom and Germany. Tactics to generate
travel by the Destination Sales programs include: trade show exhibits, trade missions, direct sales and
marketing, trade advertising, consumer advertising, and familiarization trips.

The Product Marketing program is defined as the sales, marketing, and promotion of specific
destinations, tourism-related businesses, attractions, festivals, and events. Product Marketing
activities will primarily be focused in the 12-state Northcentral Region, which generate approximately
86% of Minnesota’s domestic tourism. Adjacent Canadian provinces are also primary markets.
_ Tactics for the Product Marketing program are: consumer advertising; co-op programs; vertical
market programs; media relations; direct sales; and familiarization trips for media, travel agents, and
tour operators.

The Consumer Marketing program is responsible for handling consumer inquiries and providing
travel information, travel planning services, and marketing fulfillment services to prospective
travelers. Consumer inquiries are handled via telephone, correspondence, fax, the Internet, and in
response to consumer advertising programs. The Consumer Marketing program is also responsible
for operating efficiencies, measurement and evaluation of MOT’s programs.

The Traveler Sales program delivers person-to-person tourism information services to travelers who
plan to, or are, traveling in Minnesota. The Traveler Sales program operates the network of statewide
Travel Information Centers, supports interactive travel information computer kiosks, and markets
Minnesota tourism opportunities at sport, travel, camping, and vacation shows throughout identified
primary markets in the upper Midwest.

The Stakeholder Relations program is responsible for facilitating two-way communication between
the Office of Tourism and the state’s tourism industry, as well as for monitoring public policy issues

that may impact tourism in Minnesota. MOT stakeholders are defined as not-for-profit travel and
tourism promotion organizations formed primarily to promote travel to their area; travel and tourism
related businesses; tourism services that derive a significant portion of their revenue from travel-
related sales; and elected government officials; state agencies; boards; and commissions.

PROGRAM STATUS:

In Minnesota, as well as nationally, tourism is gaining recognition as an engine for continued
economic development, job growth and prosperity. New and emerging United States and Minnesota
destinations for international visitors emerge as travelers are made aware of the industry’s potential.

Minnesota
B The 1994 economic impact of domestic tourism in Minnesota is $6.88B.

B The Minnesota travel and tourism industry currently employs more than 150,000 people.
B Minnesota tourism industry generates $3.1B annually in wages/salaries.

B QOverseas travel to Minnesota is growing more than 2.5 times the national average.

&  Group tour travel to Minnesota generates $152M annually.

United States

]

The United States tourism industry supports 6.3M direct jobs and 8M indirect jobs.

B  Employment by the United States tourism industry is projected to double during the next decade.
8 The tourism industry annually generates $58B in local, state, and federal taxes.

8 Tourism provides the United States a $22B-a-year balance of trade (tourism) surplus.

PLANNED RESULTS:

The budget plan will allow the reported performance measures to be accomplished or accelerated as
follows:

B  Generate additional incremental revenue from nonresident travel to Minnesota and retain travel
dollars from Minnesotans within the state.

& Continue to develop partnerships that maximize resources with organizations and businesses to
support statewide tourism objectives.

B Provide travelers with the highest quality information and service based on their needs and
achieve competitive advantage in the marketplace. ‘

BUDGET ISSUES:

Partnerships/Grants: Partnerships are operated according to M.S. 116J.58, Subd. 3. The purpose
is to maximize both state and local resources to attract visitors to Minnesota, generate nonresident
travel expenditures to Minnesota, and retain travel dollars from Minnesotans within the state.
Partnerships are based on measurable outcomes and the relationship of investment to outcome.

Partners/recipients include any nonprofit tourism organization which is formed for the primary
purpose of promoting tourism or has tourism marketing as a major component of its programming.
Access to the program is ongoing. Program resources include both cash and services. Criteria for
determination of aid/partnerships are the measurable outcome of sales tax revenue to the state.

The Minnesota Film Board has been an important partner in raising awareness of Minnesota as a

travel destination. This biennium, the department is working with the Film Board to offer an incentive
to out-of-state production companies to purchase more Minnesota labor and services.
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PROGRAM: Tourism
AGENCY: Trade and Economic Development, Department of (DTED)
(Continuation)

Strategic Plan: A new strategic plan has been developed to direct tourism marketing programs toward
the markets with the greatest potential to generate travel into and throughout Minnesota. A
fundamental change in marketing strategy will occur as new lead tourism products are aggressively
marketed along with traditional Minnesota destinations.

BUDGET AND REVENUE SUMMARY:

With declining investment and increased competition, the state is losing sales tax revenue that can
result from tourism marketing. The Minnesota Office of Tourism will continue to leverage state
investment in tourism promotion via partnership with the private sector.

GOVERNOR’S RECOMMENDATION:

The Governor recommends an appropriation of $1,000,000 for the creation of the “Film Production
Jobs Fund” for the Minnesota Film Board.
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(DOLLARS IN THOUSANDS)

AGENCY:  TRADE & ECONOMIC DEVELOPMENT
PROGRAM: OFFICE OF TOURISM
ACTIVITY: TOURISM MARKETING
FY 1998 FY 1999
Est. Base Agency Governor Base Agency  Governor

ACTIVITY SUMMARY FY 1996 FY 1997 Level Plan Recomm. Level Plan Recomm.
EXPENDITURES:
DETAIL BY CATEGORY:

STATE OPERATIONS:

PERSONAL SERVICES 3,425 3,094 3,165 3,165 3,165 3,245 3,245 3,245
OPERATING EXPENSES 4,570 5,449 4,242 4,242 4,242 4,242 4,242 4,242
SUBTOTAL STATE OPERATIONS 7,995 8,543 7,407 7,407 7,407 7,487 7,487 7,487
LOCAL ASSISTANCE 705 1,086 ) 861 861 1,361 861 861 1,361
TOTAL EXPENDITURES 8,700 9,629 8,268 8,268 8,768 8,348 8,348 8,848
GOV’S INITIATIVES: FUND

(B) MN FILM BOARD GEN 500 500
TOTAL GOV’S INITIATIVES 500 500
EXPENDITURES BY FUND:

DIRECT APPROPRIATIONS:

GENERAL 7,152 7,943 6,919 6,919 7,419 6,982 6,982 7,482
MINNESOTA RESOURCES 45

TRUNK HIGHWAY 679 689 706 706 706 723 723 723
STATUTORY APPROPRIATIONS:

GENERAL 4 74

SPECIAL REVENUE 820 923 . 643 643 643 643 643 643
TOTAL EXPENDITURES 8,700 9,629 8,268 8,268 8,768 8,348 8,348 8,848
REVENUE COLLECTED:

DEDICATED:

GENERAL 4 74

SPECIAL REVENUE 895 665 665 665 665 665 665 665
TOTAL REVENUES COLLECTED 899 739 665 665 665 665 665 665
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(DOLLARS IN THOUSANDS)

AGENCY:  TRADE & ECONOMIC DEVELOPMENT
PROGRAM: OFFICE OF TOURISM
ACTIVITY: TOURISM MARKETING
FY 1998 FY 1999
. Est. Base Agency Governor Base Agency Governor

ACTIVITY SUMMARY FY 1996 FY 1997 Level plan Recomm. Level Plan Recomm.
FTE BY EMPLOYMENT TYPE:

REGULAR 76.9 76.9 76.9 76.9 76.9 76.9 76.9 76.9
TEMP/SEAS/PART_TIME 1.6 1.6 1.6 1.6 1.6 1.6 1.6 1.6
OVERTIME 1 1 A .1 .1 .1 A 1
TOTAL FTE 78.6 78.6 78.6 78.6 78.6 78.6 78.6 78.6
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F.Y. 1998-99 BUDGET INITIATIVE

AGENCY: Trade and Economic Development, Department of (DTED)
PROGRAM: Office of Tourism
ACTIVITY: Tourism Marketing

ITEM TITLE: Film Production Jobs Fund

1998-99 Biennium 2000-01 Biennium
F.Y. 1998 F.Y. 1999 F.Y. 2000 F.Y. 2001

Expenditures: ($000s)

General Fund

- State Operations $500 $500 $500 $500
Revenues: ($000s)

General Fund $-0- $-0- $-0- $-0-
Statutory Change? Yes No _X

If yes, statutes(s) affected:

GOVERNOR’S RECOMMENDATION:

The Governor recommends the creation of the “Film Production Jobs Fund” for the Minnesota Film
Board.

RATIONALE:

The fund will give movie production companies an incentive to shoot in Minnesota versus a competing
market (especially Canada which has a favorable exchange rate). The funds will be used to return
between 2% to 5% of documented Minnesota production expenditures for wages.

PROGRAM OUTCOMES:

This initiative is expected to: create a competitive marketing program; encourage out of state
production companies to purchase more Minnesota labor and services when shooting in-state; and
create a catalyst to produce more Minnesota-based feature films by assisting in capital fundraising
efforts.

LONG-TERM IMPACT:

The immediate target would be to increase state tax revenue by 50% ($1,560,000/year) within the 2-
year pilot period. Payments would cap at $100,000 per project. This projection is based on previous
performance by the Film Board. The Film Board has achieved a 7:1 economic development return
on investment for the state of Minnesota since 1990. The past 7 years demonstrate tangible economic
results that are the direct result of the Film Board’s marketing and production service work. In 1995,
9 feature projects created more than $23,226,000 in new in-state expenditures. In 1996, the recently
released feature “Jingle All the Way” is expected to generate $10,000,000 alone in new in-state
expenditures.
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PROGRAM: Information and Analysis
AGENCY: Trade and Economic Development

PROGRAM DESCRIPTION:

The Information and Analysis Division provides centralized communication, public relations,
marketing, research, analytic program evaluation and governmental liaison services to support the
department’s operating divisions, Advantage Minnesota and the Competitiveness Task Force. The
services are designed to:

B coordinate the department’s communications efforts so programs have an integrated message,

B increase public awareness of the department’s programs and activities by producing informative
publications,

B communicate Minnesota’s economic strengths and promote the state as an excellent business
location to both national and international audiences,

B facilitate business location and expansion in the state by providing strategic information including
data and analysis of business costs, markets and other factors to departmental staff,

B research, analyze and communicate economic and business trends to support design and
management of department’s services, projects and programs,

@  generate and disseminate information, policy and economic analysis that can be used to improve
the quality of the state’s business environment,

B improve quality of departmental services and streamline project design and management through
evaluation of departmental programs and client assessment services, and

8 offer simplified liaison services for state and federal governmental officials.

PROGRAM STATUS:

The Information and Analysis Division was formed in F.Y. 1996 to provide centralized communica-
tion, research and legislative services to the department. The department accrued 4 key benefits from
this new organization:

1. Gained operational efficiencies available through centralized information functions such as
improving the presentation and timeliness of strategic business information and other products
despite staff reductions,

2. Implemented a single department-wide communications plan integrating the communications
functions from the 3 operating divisions: Business and Community Development, Trade Office
and Tourism Office,

3. Maintained the independence and objectivity of the economic analysis and program evaluation
functions, and

4. Streamlined department’s legislative support efforts by centralizing state and federal government
liaison services.

PLANNED RESULTS:

The Information and Analysis Division supports the departmental operating division’s efforts to
facilitate private sector investment in the creation of high quality jobs. Each fiscal year, clients served
by the department’s business specialists and the Information and Analysis Division will make $250 -
$300 million in capital investment and create 3,000 - 4,000 jobs. Key information provided by this
division will also support economic development and business policies at the state and local levels.

Budget constraints and reduced staff levels dictate that the Information and Analysis Division examine
and improve the operations to ensure cost effective, timely and quality communication and analytic
services. For example, the IAD is striving to reduce costs through careful analysis of the centralized
communication budget including an evaluation of departmental publications of a “zero-based” budget
basis to justify need and rationale and more detailed breakdown of both hard and soft product/service
costs.

Other key outcomes are:

B8 Increase use of technology to reduce staff resources and improve response time and presentation
of both strategic business and economic development information.

®  Maximize access to departmental information and data through the department’s home page on
the Internet.

B Leverage resources through relationships with state agencies, private businesses and public
economic development organizations.

B Improve quality and rigor of program assessment services including continued improvement of
the department’s agency performance report.

GOVERNOR’S RECOMMENDATION:

The Governor concurs with the agency’s plan.
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AGENCY:  TRADE & ECONOMIC DEVELOPMENT
PROGRAM: INFORMATION & ANALYSIS
ACTIVITY: INFORMATION & ANALYSIS

(DOLLARS IN THOUSANDS)

FY 1998 FY 1999
Est. Base Agency Governor Base Agency  Governor
ACTIVITY SUMMARY FY 1996 FY 1997 Level Plan Recomm. Level Plan Recomm.
EXPENDITURES:
DETAIL BY CATEGORY:

STATE OPERATIONS:

PERSONAL SERVICES 1,113 1,168 1,168 1,168 1,197 1,197 1,197

OPERATING EXPENSES 269 240 240 240 240 240 240

SUBTOTAL STATE OPERATIONS 1,382 1,408 1,408 1,408 1,437 1,437 1,437
TOTAL EXPENDITURES 1,382 1,408 1,408 1,408 1,437 1,437 1,437
EXPENDITURES BY FUND:

DIRECT APPROPRIATIONS:

GENERAL 1,382 1,408 1,408 1,408 1,437 1,437 1,437
TOTAL EXPENDITURES 1,382 1,408 1,408 1,408 1,437 1,437 1,437
FTE BY EMPLOYMENT TYPE:

REGULAR 24.5 24.5 24.5 24.5 24.5 24.5 24.5 24.5
TOTAL FTE 24.5 24.5 24.5 24.5 24.5 24.5 24.5 24.5
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PROGRAM:  Administrative Support
AGENCY: Trade and Economic Development, Department of (DTED)

PROGRAM DESCRIPTION:

DTED’s administrative offices work to provide cost efficient and effective administrative, fiscal,
human resource and information services (IS) and systems consistent with state and federal laws,
policies, requirements and procedures. Administration develops and coordinates the implementation
of organizational and operational polices, and provides staff support services in the designated areas.

This is a general support program for the entire agency.

PROGRAM STATUS:

Administration is continually searching for ways to provide efficient services within existing budget
constraints, etc. Services are centralized to assure coordination, provide cost effective service, and
ensure compliance with state and federal requriements.

PLANNED RESULTS:

B Implementation of SSP

m  Effective development and integration of information systems, consistent with statewide goals and
objectives, through IRM

B Management of the budget to ensure proper allocation and expenditure of funds

B Operational efficiencies and consistency through refined processes and procedures

B Compliance with all rules, regulations and laws for human resource management and work force
diversity

BUDGET AND REVENUE SUMMARY:

To date, this program has been meeting operational challenges within target spending levels through
organization efficiencies and other initiatives. Inflation costs will continue to be absorbed through
savings from these efficiencies. This program collects revenue through its indirect cost plan which
supports a portion of the program.

GOVERNOR’S RECOMMENDATION:

The Governor concurs with the agency’s plan.
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1998-1999 B I ENNIAL BUDGET

(DOLLARS IN THOUSANDS)

AGENCY:  TRADE & ECONOMIC DEVELOPMENT
PROGRAM: ADMINISTRATIVE SUPPORT
FY 1998 FY 1999

Est. Base Agency  Governor Base Agency  Governor
ACTIVITY RESOURCE ALLOCATION: FY 1996 FY 1997 Level Plan Recomm. Level Plan Recomm.
ADMINISTRATION 1,957 2,344 2,318 2,318 2,318 2,375 2,375 2,375
INFO & COMPUTER SERVICES 957 778 778 778 778 778 778
TOTAL EXPENDITURES BY ACTIVITY 1,957 3,301 3,096 3,096 3,096 3,153 3,153 3,153
EXPENDITURES BY FUND:
DIRECT APPROPRIATIONS:

GENERAL 1,807 3,176 2,971 2,971 2,971 3,028 3,028 3,028
STATUTORY APPROPRIATIONS:

SPECIAL REVENUE 150 125 125 125 125 125 125 125
TOTAL EXPENDITURES 1,957 3,301 3,096 3,096 3,096 3,153 3,153 3,153
FTE BY EMPLOYMENT TYPE:

REGULAR 32.8 32.8 32.8 32.8 32.8 32.8 32.8 32.8
TOTAL FTE 32.8 32.8 32.8 32.8 32.8 32.8 32.8 32.8
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BUDGET ACTIVITY:  Administration
PROGRAM:  Administrative Support
AGENCY:  Trade and Economic Development, Department of (DTED)

ACTIVITY DESCRIPTION:
Administration provides and coordinates the department's management and support services.

The Commissioner is responsible for establishing overall department policy and management systems
development to ensure that department resources are effectively and efficiently utilized.

The Fiscal Services Unit performs accounting, budgeting, financial reporting, and purchasing
functions. This unit also provides general oversight to ensure compliance with state and federal laws,
rules, policies and guidelines for sound fiscal management.

The Human Resources (HR) Office administers the department’s personnel and labor relations
programs, including recruitment, selection, classification and compensation, benefits administration,
contract and plan administration, affirmative action, and other related HR activities. The office is also
responsible for payroll functions, assisting managers in the legal administration of the state’s personnel
system, and agency employees in all aspects of their employment.

The Administrative Services Unit provides broad agency support including reception services, mail
processing, property management, fixed asset inventory, telecommunications support, and other types
of general administrative services.

BUDGET ISSUES:

Administration will continue to work to meet the ongoing challenge of absorbing inflationary costs
within target level funding. ;

REVENUE:

This activity generates dedicated and non-dedicated revenue through the department’s indirect cost
plan. This revenue supports a portion of the services provided.
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(DOLLARS IN THOUSANDS)

AGENCY:  TRADE & ECONOMIC DEVELOPMENT
PROGRAM: ADMINISTRATIVE SUPPORT
ACTIVITY: ADMINISTRATION
FY 1998 FY 1999

. Est. Base Agency Governor Base Agency Governor
ACTIVITY SUMMARY FY 1996 FY 1997 Level Plan Recomm. Level Plan Recomm.
EXPENDITURES:
DETAIL BY CATEGORY:

STATE OPERATIONS: :

PERSONAL SERVICES 1,010 1,072 1,109 1,109 1,109 1,148 1,148 1,148

OPERATING EXPENSES 947 1,272 1,209 1,209 1,209 1,227 1,227 1,227

SUBTOTAL STATE OPERATIONS 1,957 2,344 2,318 2,318 2,318 2,375 2,375 2,375
TOTAL EXPENDITURES 1,957 2,344 2,318 2,318 2,318 2,375 2,375 2,375
EXPENDITURES BY FUND:

DIRECT APPROPRIATIONS:

GENERAL 1,807 2,219 2,193 2,193 2,193 2,250 2,250 2,250
STATUTORY APPROPRIATIONS:

SPECIAL REVENUE 150 125 125 125 125 125 125 125
TOTAL EXPENDITURES 1,957 2,344 2,318 2,318 2,318 2,375 2,375 2,375
REVENUE COLLECTED:

DEDICATED:

SPECIAL REVENUE 96 125 125 125 125 125 , 125 125
TOTAL REVENUES COLLECTED 96 125 125 125 125 125 125 125
FTE BY EMPLOYMENT TYPE:

REGULAR 32.8 18.5 18.5 18.5 18.5 18.5 18.5 18.5
TOTAL FTE 32.8 18.5 18.5 18.5 18.5

18.5 18.5 18.5
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BUDGET ACTIVITY: Information & Computer Services
PROGRAM:  Administrative Support
AGENCY: Trade and Economic Development, Department of (DTED)

ACTIVITY DESCRIPTION:

Through the department’s Information Management Office (IMO), the department is supported by
Information Resource Management (IRM) activities consistent with state policies, goals and
guidelines. This centralized support includes planning, analysis and management functions in support
of IRM (e.g. strategic information planning; technology project planning, evaluation and management;
data management and other activities such as disaster recovery etc.) This office also manages
departmental staff that provide information services (IS) support agency wide.

BUDGET ISSUES:

Information & Computer Services will continue to work to meet the ongoing challenge of inflationary
costs within target funding. Staffing costs resulting from a recent memorandum of understanding
(MOU) negotiated by the state for staff in technology related classifications will present immediate
budget concerns.
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(DOLLARS IN THOUSANDS)

AGENCY: TRADE & ECONOMIC DEVELOPMENT
PROGRAM: ADMINISTRATIVE SUPPORT
ACTIVITY: INFO & COMPUTER SERVICES
FY 1998 FY 1999

Est. Base Agency Governor Base Agency  Governor
ACTIVITY SUMMARY FY 1996 FY 1997 Level Plan Recomm. Level Plan Recomm.
EXPENDITURES:
DETAIL BY CATEGORY:

STATE OPERATIONS:

PERSONAL SERVICES 553 604 604 604 604 604 604

OPERATING EXPENSES 404 174 174 174 174 174 174

SUBTOTAL STATE OPERATIONS 957 778 778 778 778 778 778
TOTAL EXPENDITURES 957 778 778 778 778 778 778
EXPENDITURES BY FUND:

DIRECT APPROPRIATIONS:

GENERAL 957 778 778 778 778 778 778
TOTAL EXPENDITURES 957 778 778 778 778 778 778
FTE BY EMPLOYMENT TYPE:

REGULAR 14.3 14.3 14.3 14.3 14.3 14.3 14.3
TOTAL FTE 14.3 14.3 14.3 14.3 14.3 14.3 14.3
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PROGRAM STRUCTURE

AGENCY: Minnesota Technology, Inc.

PROGRAM PAGE
MINNESdTA TECHNOLOGY, INC. |
Technology Services E-66
Pass Through Grantees E-70
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Agency: Minnesota Technology, Inc.

Summary of Agency Actions:

BASE-YEAR (F.Y. 1997)
Appropriations (F.Y. 1997)

BASE ADJUSTMENT
One-time Appropriations
BASE LEVEL (for 1998 and 1999)
AGENCY DECISION ITEMS
Eliminate High Tech Corridor Grants
AGENCY PLAN (for 1998 and 1999)
A GOVERNOR'’S INITIATIVES
Technology Partnership Fund

GOVERNOR’S RECOMMENDATIONS

1998-99 Biennial Budget
Agency Budget Brief
($ in thousands)

Fund: General
F.Y. 1998 EF.Y. 1999 F.Y. 98-99
$7,587 $7,587 $15,174
(125) (125) (250)
$7,462 $7,462 $14,924
(50) (50 (100)
$7,412 $7.412 $14,824
2,000 2,000 4,000
$9,412 $9,412 $18,824

Brief Explanation of Agency Plan:

®  The plan eliminates the $50,000 which had been allocated to the Minnesota Technology Corridor
Corporation (MTCC). MTCC has decided to cease its state funded operations in F.Y. 1997.

8 The budget accommodates all compensation increases and inflationary pressures over the next
biennium without additional funding.

Revenue Summary:
8 None.
Affected Statutes:
None. '
GOVERNOR’S RECOMMENDATION:
The Governor concurs with the agency’s plan, with the following adjustment.
The Govemor recommends an increase of $4,000,000 to the agency plan for the Governor’s

Technology Partnership Fund initiative to stimulate strong working relationships between small
companies and Minnesota’s post secondary institutions.
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Agency: Minnesota Technology, Inc. (MTI)

AGENCY DESCRIPTION:

Minnesota Technology, Inc., is a non-profit corporation established in state statute (M.S. 1160) to
assist Minnesota companies in becoming more competitive through the application and development
of technology. It is part of the state’s strategy to strengthen its economy and preserve and “grow”
high-skill, high-wage jobs.

Focusing on the manufacturing sector, MTI work’s with companies to develop and implement
technology that will increase their competitiveness. MTI also provides Minnesota industry with
electronic access to business and technical information. In addition MTI is a catalyst for innovative
public policy that strengthens the state’s technology infrastructure for a broad spectrum of industries.

Through joint efforts with industry and the public sector - particularly the United States’ Department
of Commerce’s NIST Manufacturing Extension Partnership - MTI seeks to create an environment
which leads to higher value jobs in Minnesota.

AGENCY ISSUES:

Despite a base of manufacturing and technology-oriented companies, the state’s industrial economy
faces challenges on many fronts: ’

#  While Minnesota enjoys virtual full employment, many jobs provide little more than minimum
wage and negligible benefits. But companies’ compensation packages improve with the
introduction of new technology: greater skill sets are required of employees and the company is
better able to compete in its market. Companies, however, need assistance selecting and
implementing whatever technology is needed, as well as arranging for worker training.

®  In order to remain competitive - and keep their workers employed - Minnesota’s companies must
constantly strive to produce higher quality products faster and cheaper. Customers are demanding
no less. While the day-to-day issues of running a business can completely absorb management,
inattention to meeting these broader customer demands will be fatal to a company.

@ Inan economy where the time it takes to get information is as important as the information itself,
Minnesota companies often lack the tools to quickly access answers to their technical and
marketing problems. Companies which have the right information can quickly focus and succeed.
Those which don’t are more likely to “take shots in the dark.”

AGENCY STRATEGIES:

Minnesota Technology provides critical services to companies, helping them apply technology to make
better products faster and cheaper. Services are industry-driven and provided on site to companies to
help them identify barriers to competitiveness. Once those barriers are prioritized, MTI and
companies develop strategies and locate appropriate public or private sector partners to address the
issue or opportunity. By helping companies develop and implement new technologies, MTI enhances
the job quality and therefore the compensation available to Minnesota workers.

In addition to this direct service to companies, Minnesota Technology is a catalyst for innovative
public-private partnerships which strengthen the state’s technology infrastructure for a broad spectrum

of industries. These efforts include initiatives to establish closer linkages between industry and
academia, making videoconferencing available to small companies around the state and assisting in
the establishment of a network of unique software technology centers which address the needs of
software developers and industrial users.

In the last 5 years, Minnesota Technology has documented over $254 million in economic impact
directly resulting from services to companies.

Legislative Grants — Minnesota Technology is the science and technology arm of the state. As aresult,
a number of legislative grants are transmitted through Minnesota Technology’s appropriation. The
following organizations currently receive funding:

Minnesota Council for Quality (MCQ) -- The MCQ promotes increased awareness of quality and
productivity in the context of the state’s global economic competitiveness. The council also conducts
a quality award program based upon the national Malcolm Baldridge Award.

Minnesota Inventors Congress (MIC) -- The MIC dedicates itself to helping inventors find the
information and resources necessary to assist them in the invention development process. Its year
round assistance center known as the Inventors Resource Center (IRC) was formed with the grant
money and directives appropriated by the state of Minnesota.

Minnesota Project Innovation (MPI) -- MPI is a private, non-profit organization that provides value-
added services to Minnesota businesses, which enable them to increase the receipt of federal research
and development funding through the Small Business Innovation Research program; improve sales by
increasing federal and state procurement activity; and access low-cost strategic marketing assistance
for improved competitiveness.

Natural Resources Research Institute (NRRI) -- NRRI was established by the Minnesota Legislature
in 1983 to foster environmentally-sound development of the state’s natural resources to in turn promote
private sector job growth.

Minnesota Cold Weather Resource Center (MCWRC) -- The MCWRC'’s mission is to foster economic
development by promoting and developing Minnesota as a cold weather test and research site.

Minnesota Technology Corridor Corporation (MTCC) -- The MTCC’s mission is to: 1) enhance the
expansion of Minnesota’s technology-intensive sector; 2) create a complex of facilities and services
adjacent to the University of Minnesota, Minneapolis Campus which will encourage the growth of
technology-intensive businesses throughout the state; 3) promote the creation and incubation of
technology-intensive businesses that will expand throughout the state; and 4) strengthen the linkages
between the creative and energetic atmosphere of the University and the remainder of the state’s
technological infrastructure.

The MTCC intends to suspend operations in 1996 and invest its remaining assets in a for-profit
technology transfer company, emphasizing thereby the third and fourth parts of its mission.
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Agency: Minnesota Technology, Inc. (MTT)
(Continuation)

REVENUE SUMMARY:
MTI anticipates receiving the following revenues in F.Y. 1998-99

For Operations of Minnesota Technology:

Dollars in Thousands

F.Y. 1998 E.Y. 1999
State General Fund $6,105 $6,105
Federal Government/Foundations 2,500 1,500
Revenues and Other Private Sector Contributions 920 920
Equity Fund Proceeds 140 100
Subtotal $9,665 $8,625

For Operations of Organizations for which Minnesota Technology is a Pass-Through: (All from
state General Fund)

Dollars in Thousands

E.Y. 1998 E.Y. 1999

Minnesota Council for Quality 88 88
Minnesota Inventors Congress 75 75
Minnesota Project Innovation 494 494
Natural Resources Research Institute 575 575
Cold Weather Resource Center 75 75
Subtotal 1,307 1.307
TOTAL $10,972 $9,932

SUMMARY OF BUDGET REQUEST:
The budget plan includes a request for:

®  an elimination of $50,000 from the Minnesota Technology Corridor Corporation - which MTCC
no longer requests.

GOVERNOR’S RECOMMENDATION:
The Governor concurs with the agency’s plan, with the following adjustment:
The Govemor recommends an increase of $4,000,000 to the agency plan for the Govemor’s

Technology Partnership Fund initiative to stimulate strong working relationships between small
companies and Minnesota’s post-secondary institutions.
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1998-1999 BI ENNIAL BUDGET
(DOLLARS IN THOUSANDS)

AGENCY:  MINNESOTA TECHNOLGY INC
FY 1998 FY 1999
. Est. Base Agency  Governor Base Agency  Governor

PROGRAM RESOURCE ALLOCATION: FY 1996 FY 1997 Level Plan Recomm. Level Plan Recomm.
MINNESOTA TECHNOLOGY 12,585 13,376 11,078 11,078 13,078 10,627 10,627 12,627
PASS THROUGH GRANTS 1,729 1,482 1,357 1,307 1,307 1,357 1,307 1,307
TOTAL EXPENDITURES BY PROGRAM 14,314 15,058 12,435 12,385 14,385 11,984 11,934 13,934
EXPENDITURES BY FUND:
DIRECT APPROPRIATIONS:

GENERAL 1,729 1,482 7,462 7,612 9,612 7,662 7,412 9,412
STATUTORY APPROPRIATIONS:

MINNESOTA TECHNOLOGY INC 10,204 11,629 3,596 3,596 3,596 3,145 3,145 3,145
SPECIAL REVENUE 2,381 1,947 1,377 1,377 1,377 1,377 1,377 1,377
TOTAL EXPENDITURES 14,314 15,058 12,435 12,385 14,385 11,984 11,934 13,934

FTE BY EMPLOYMENT TYPE:

TOTAL FTE
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Federal Funds Summary
($ in Thousands)

Agency: Minnesota Technology (MTI)

PROGRAM DESCRIPTION:

MTI generates non-dedicated and federal revenue. The non-dedicated revenue comes from a variety
of sources: advertising revenue from Minnesota Technology magazine, fees for event attendance,
event sponsorships, foundations grants and investment repayments. The federal funds result from
grant awards from the US Department of Commerce’s National Institute of Standards and Technology
(Manufacturing Extension Partnership and Technology Reinvestment Program).

FEE STRUCTURE

MTI collects no state mandated fees. In order to defray the costs of some services, MTI collects fees
for attendance of technology seminars and advertising in its quarterly magazine.

CHANGES TO PROGRAM FUNDING FOR GUIDELINES:

The payout schedule of the multiyear federal funding agreements has brought federal revenues down
by approximately $700,000. This amount has been partially offset by private sector revenue.

FORECAST BASIS:

The pay schedule of the 6 year agreement with NIST calls for a reduction of federal revenues next
fiscal year, which will be replaced by foundation and private sector funding.

DECISION ITEMS:

MTI expects to obtain additional federal, private sector and foundation funds to ensure a continued
quality service to its customer base.

Key:

SO - State Operations

Related State

Spending
NIST-MEP Yes SO 1,829 2,464 2,000 500
NIST-TRP Yes SO 190 500 500 -0-
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1998-99 Biennial Budget
BUDGET ACTIVITY:  Technology Services

PROGRAM:  Minnesota Technology, Inc.
AGENCY:  Minnesota Technology, Inc. (MTI)

ACTIVITY DESCRIPTION:

Manufacturing Services — Minnesota Technology, Inc. (MTI) provides direct fechnical assistance to
small and medium-sized manufacturers through its experienced staff of manufacturing specialists.
These people have substantial expertise in private sector technology and manufacturing environments,
Working on-site with companies, these manufacturing specialists provide a highly skilled and objective

perspective to companies needing guidance on their production lines, facility layout, product

development efforts, electronic commerce and the myriad other technological issues facing companies
today.

The critical nature of these services is evident by a brief glance at the realities of staffing a small
company. Often, roles which command the attention of entire departments in larger companies -
product development, manufacturing engineering, marketing, sales, accounting, etc. - all fall to just
a couple of people in smaller companies. Meeting short term goals consumes them, leaving little time
to look strategically at their company and determine what improvements offer real opportunities.

Yet it is in these small and medium-sized companies where our economy’s greatest growth occurs.
Focused, technical assistance can help these manufacturers identify and overcome barriers to their
competitiveness, all to the maximum benefit of the economy, and ultimately, Minnesota’s workforce.

Our field staff provides an experienced but unbiased perspective on manufacturing that prompts our
customers to focus on key issues and develop strategies for addressing them. And then, rather than
directly resolve the problem themselves, the field staff leverage the services of existing private and
public sector resources to resolve companies’ issues. This way, we address a broader range of
company needs and serve a much greater number of firms than otherwise would be possible.

These services involve the introduction of new technologies and processes that can effectively address
the issues which a particular manufacturer is facing. In addition, the corporation also helps small and
medium-sized companies utilize the wide array of technologies available for universities, national
laboratories, and other external sources by offering information on what technologies exist and by
helping firms access, and, if appropriate, integrate the technologies into their operations.

Finally, because technological change requires new skills and new knowledge, MTI helps companies
develop education and training strategies that serve their overall competitiveness strategies. Important
components of this service include developing tools to help firms inventory their current workplace
skills and identify future needs and working with training providers to create cost-competitive classes
and seminars that support training strategies.

Technology Information Services - Every day the state’s small manufacturers and technology-based
companies must ask themselves how they are performing relative to their competitors. A barrage of
questions can arise: is my company using the lowest-cost supplier available? How can my firm find
an unbiased source of information or someone who has faced the same production bottleneck my firm
needs to solve? Could my.firm reduce production costs/R&D costs/time-to-market by using
computerized technologies? The list goes on.

Minnesota Technology’s Information Services provide Minnesota industry with electronic access to
a wide range of business and technical information at 55 public sites throughout the state. This service,
Minnesota Technology Project Outreach, is the product of the legislative merger of Minnesota Project
Outreach Corporation into Minnesota Technology. As we enhance these services with an electronic
bulletin board and expanded Internet Website, companies can secure and share information, conduct
commerce and communicate with more people and organizations more efficiently and effectively. As
we help strengthen the state’s information technology infrastructure, we assist a broad spectrum of
Minnesota companies in growing their businesses.

Financial Investment Services -- To encourage the growth of small companies and development of
new products in the state, MTI established, with the approval of the legislature and governor, a $7
million Equity Fund in 1992. After careful screening, the fund invests cash in companies it selects in
return for an ownership interest. These investments, which concentrate on greater Minnesota
companies, must be accompanied by equity investments from the private sector. Businesses eligible
for investment include small technology-based companies, small manufacturing companies, and value-
added processors of natural resources or agricultural products. All operating expenses of the fund are
financed by fund proceeds.

Technology Policy and Infrastructure - In addition to direct services to companies, Minnesota
Technology is a catalyst for innovative public-private partnerships which strengthen the state’s
technology infrastructure for a broad spectrum of industries. Encompassing the Office of Science and
Technology, which the legislature merged into Minnesota Technology in 1991, these efforts include
initiatives to establish closer linkages between industry and academia, making videoconferencing
available to small companies around the state and assisting in the establishment of 3 unique software
technology centers which address the needs of software developers and users.

BUDGET ISSUES:

The Technology Partnership Fund is a new initiative designed to stimulate the exchange of technology
between Minnesota’s smaller companies and post-secondary institutions within the state. Currently,
while Minnesota’s academic institutions are home to substantial technological expertise, little of it is
tapped by companies to resolve their technology issues. By catalyzing and facilitating university-
industry partnerships, Minnesota Technology hopes to help the state’s companies take better advantage
of university expertise and resources.

GOVERNOR’S RECOMMENDATION:

The Governor recommends that $4,000,000 for the biennium be added to the agency plan for the
Technology Partnership Fund.
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1998-1999 BIENNIAL BUDGET

(DOLLARS IN THOUSANDS)
AGENCY:  MINNESOTA TECHNOLGY INC
PROGRAM: MINNESOTA TECHNOLOGY
ACTIVITY: TECHNOLOGY SERVICES
FY 1998 FY 1999
Est. Base Agency  Governor Base Agency  Governor

ACTIVITY SUMMARY FY 1996 FY 1997 Level Plan Recomm. Level Plan Recomm.
EXPENDITURES:
DETAIL BY CATEGORY:

STATE OPERATIONS:

PERSONAL SERVICES 4,346 4,604 4,519 4,519 4,519 4,571 4,571 4,571
OPERATING EXPENSES 4,261 4,985 4,461 4,461 4,461 3,725 3,725 3,725
SUBTOTAL STATE OPERATIONS 8,607 9,589 8,980 8,980 8,980 8,296 8,296 8,296
LOCAL ASSISTANCE 3,978 3,987 2,098 2,098 2,098 2,331 2,331 2,331
OTHER EXPENSES 2,000 2,000
TOTAL EXPENDITURES 12,585 13,576 11,078 11,078 13,078 10,627 10,627 12,627
GOV’S INITIATIVES: FUND

(B) TECHNOLOGY PARTNERSHIP FUND GEN 2,000 2,000
TOTAL GOV’S INITIATIVES 2,000 2,000
EXPENDITURES BY FUND:
DIRECT APPROPRIATIONS: .

GENERAL 6,105 6,105 8,105 6,105 6,105 8,105
STATUTORY APPROPRIATIONS:

MINNESOTA TECHNOLOGY INC 10,204 11,629 3,596 3,596 3,596 3,145 3,145 3,145
SPECIAL REVENUE 2,381 1,947 1,377 1,377 1,377 1,377 1,377 1,377
TOTAL EXPENDITURES 12,585 13,576 11,078 11,078 13,078 10,627 10,627 12,627
REVENUE COLLECTED:
DEDICATED:

MINNESOTA TECHNOLOGY INC 2,007 1,330 1,079 1,079 1,079 2,124 2,124 2,124
SPECIAL REVENUE 529 550 141 141 141 100 100 100
FEDERAL 2,129 2,964 2,500 2,500 2,500 500 500 500
TOTAL REVENUES COLLECTED 4,665 4,844 3,720 3,720 3,720 2,724 2,724 2,724
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F.Y. 1998-99 BUDGET INITIATIVE

AGENCY: Minnesota Technology, Inc. (MTI)
PROGRAM: Minnesota Technology, Inc.
ACTIVITY: Technology Services

ITEM TITLE: Technology Partnership Fund

1998-99 Biennium 2000-01 Biennium

F.Y. 1998 F.Y. 1999 F.Y. 2000 F.Y. 2001
Expenditures: ($000s)
General Fund
- State Operations $2,000 $2,000 $2,000 $2,000
- Grants $-0- $-0- $-0- $-0-
Revenues: ($000s)
General Fund $-0- $-0- $-0- $-0-

Statutory Change? Yes No_X
If yes, statutes(s) affected:

GOVERNOR’S RECOMMENDATION:

The Govemnor recommends that $4,000,000 for the biennium be added to the agency plan for the
Technology Partnership Fund.

RATIONALE:

The Technology Partnership Fund is an effort to stimulate technology transfer and strong working
relationships between small, technology-based companies and post-secondary institutions through-
out the state of Minnesota. At present, a strong working relationship does not exist between the
state’s academic community and private industry, particularly small companies. This is a lost oppor-
tunity, both for industry, which could use the talents of faculty and students to develop and apply
technology to grow their businesses, as well as for the academic community which would benefit
from having their faculty and students involved in “real world” technology and business issues.

As an incentive to bring these parties together, the Technology Partnership Fund will make invest-
ments of $20,000 to $100,000 in businesses partnering with faculty members at Minnesota academic
institutions to develop new products. The investments must be matched in cash by each company.

PROGRAM OUTCOMES:

The immediate outcome of this initiative would be the development of new products by Minnesota
companies which would help these firms expand their markets and grow. The benefits to the state
economy would be reflected not only in the revenues that these new products would generate but
also in the contribution to Minnesota’s pool of human capital - students would receive valuable “real
world” education and would be more likely to remain in Minnesota if they’ve worked with local
employers.

The companies which engage in this initiative are technology-oriented and are the firms in our econ-
omy that are most likely to create higher wage jobs. The development of new products by these
companies and the subsequent growth of the companies will require higher skilled, higher paid em-
ployees to manufacture the product.

LONG-TERM IMPACT:

There are 3 long-term impacts resulting from the Technology Partnership Fund.

1. The most immediate, yet potentially long-term impact will be the development of new products,
the strengthening and growth of companies, the upgrading of skills among existing employees
and the creation of higher wage jobs.

2. Enhanced technology infrastructure in the state resulting from the development of a culture that
encourages industry-academic partnerships and collaboration.

3. Creation and retention of a larger pool of talented, high-skilled individuals in Minnesota -- es-
pecially impacting greater Minnesota. Experience indicates that students who work as interns
for companies are likely to be hired by these firms when they graduate. The pool of skilled
workers outside the metro area would be enlarged by giving students, through the collaboration
effort, the opportunity to work on projects with technology based firms in their communities.
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1998-99 Biennial Budget

BUDGET ACTIVITY: Pass Through Grantees
PROGRAM:  Minnesota Technology, Inc.
AGENCY:  Minnesota Technology, Inc.

ACTIVITY DESCRIPTION:

Minnesota Technology is the science and technology arm of the state. As a result, a number of
legislative grants are transmitted through Minnesota Technology’s appropriation. The following
organizations currently receive funding:

Minnesota Technology Corridor Corporation (MTCC): MTCC suspended operations in 1996 and will

invest its remaining assets in a to-be-formed for-profit technology transfer company under the aegis
of the Norris Institute. The economic purpose of the new company is to assist in the commercializing
of technology-based businesses, part of MTCC'’s original mission. MTCC, therefore, will not request
pass through grant money from Minnesota Technology, Inc. for F.Y. 1998 and 1999.

Minnesota Cold Weather Resource Center (MCWRC): The MCWRC is a non-profit agency created
to promote and further develop the cold weather testing industry in Minnesota. MCWRC’s primary
role is to gather and provide information to engineers and manufacturers that have a need to test
products in real world conditions. MCWRC’s main clients are in the automotive sector - OEM’s and
component suppliers. Last year, over 40 groups from around the world spent an estimated $5.7 million
dollars testing in 9 communities and hired 217 seasonal employees.

Minnesota Project Innovation, Inc. (MPI): MPI is a private, non-profit corporation founded in 1984
to assist small businesses win government grants and contracts that to date total $133 million. State
funds received through this grant are leveraged to obtain federal funds through the Small Business
Administration and the Defense Logistics Agency in support of MPI’s programs. Through the state’s
investment, by the end of F.Y. 1999, MPI will assist MN businesses to win $29 million in government
grants and $46 million in government contracts. MPI’s programs support the Governor’s initiative for
a prosperous economy and assistance of Minnesota high technology and manufacturing communities.
They also complement MTI’s efforts in economic development for increased efficiencies and
competitiveness of Minnesota businesses with skilled, high-paying positions.

Natural Resources Research Institute (NRRI): NRRI has leveraged its state special monies overall
by about 3 to 1. This funding is unique, however, in that it is directly used to a large extent on very
applied research and development, technical service, or idea evaluation efforts, in partnership with
industry or entrepreneurial collaborators. A track record of successful projects has been established in
a variety of areas, for example, wood products, processes, and waste treatment technologies. Matching
funds, primarily from industry (including in-kind) have grown to about a one-to-one match on average.
Typically, about 15 to 20 applied research projects have been funded each year at the historical funds
level of $947,000/year and account for most of the MTI funding. New proposals are sent out for peer
review. Smaller amounts are spent on idea evaluation grants to small companies or entrepreneurs on
a matching basis (maximum of $7,000 per project) and on technical service.

Funding has been relatively constant at about $947,000/year, except in the F.Y. 1996-97 biennium.
Minnesota Inventors Congress (MIC): The MIC provides for the only Inventors Resource Center

available in Minnesota. MIC assists inventors in finding the information and resources they need and
helps them network with other inventors, economic development resources, manufacturers, intellectual

property professionals (including the US PTO and FTC), educators, etc. MIC’s promotion of the
invention development process translates into marketable products, jobs, and sales for the Minnesota
economy. $9,000 of the grant to MIC is crucial to the Minnesota Student Inventors Congress,
contributing to the development of critical/creative/inventive thinking skills in grades K-12. MIC also
supports the Minnesota Inventors Hall of Fame. MIC requests the 1998-99 appropriation of
$150,000.00 to be granted to MIC for the maintenance of these inventor services to the citizens of
Minnesota.

Minnesota Council for Quality (MCQ): MCQ is a 501C3 educational organization founded in 1987
by the Minnesota Legislature to enhance Minnesota’s competitive edge and create jobs. Our programs
deliver training and recognition that builds capacity in our workforce to achieve organizational
excellence in all sectors of enterprise. Our outreach includes government, schools, health care, and
non-profit, as well as manufacturing and service. We leverage financial contributions made to us at
a ratio of 3:1 by training and supporting hundreds of volunteers who help produce and deliver our
products and programs. We sponsor the nationally emulated Customer Service Award and the
international benchmark Minnesota Quality Award. We request funding to continue to help Minnesota
organizations stay in business and provide jobs.

GRANTS:
Dollars in Thousands

FY. 1995 FY.1996 FEY.1997 [EY 1998 EY.1999
MTCC(through MTI) $50 $50 $50 $-0- $-0-
MCWRC (through MTT) $75 $75 $200 $75 $75
MPI (through MTI) $494 $494 $494 $494 $494
NRRI (through MTI) $94’; $947 $575 $575 $575
MIC (through MTI $71 $75 $75 $75 $75
MCQ (through MTI) $88 $88 $88 $88 $88

GOVERNOR’S RECOMMENDATION:

The Governor concurs with the agency’s plan.
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1998-1999 BIENNITAL BUDGET
(DOLLARS IN THOUSANDS)

BUDGET ACTIVITY:  Pass Through Grantees
PROGRAM:  Minnesota Technology
AGENCY:  Minnesota Technology, Inc. FY 1998 FY 1999
. Est. Base Agency Governor Base Agency  Governor
ACTIVITY RESOURCE ALLOCATION: FY 1996 FY 1997 Level Plan Recomm. Level Plan Recomm.
MINNESOTA PROJECT INNOVATION 494 494 494 494 494 494 494 494
MINNESOTA INVENTORS CONGRESS 75 75 75 75 75 75 75 75
NATURAL RESOURCES RESEARCH INS 947 575 575 575 575 575 575 575
MINNESOTA COUNCIL FOR QUALITY 88 88 88 88 88 88 88 88
HIGH TECH CORRIDOR CORPORATION 50 50 50 50
COLD WEATHER RESEARCH CENTER 75 200 75 75 75 75 75 75
TOTAL EXPENDITURES BY ACTIVITY 1,729 1,482 1,357 1,307 1,307 1,357 1,307 1,307
AGENCY PLAN ITEMS: FUND
ELIMINATE HIGH TECH CORRIDOR GRANTS GEN <50> <50>
TOTAL AGENCY PLAN ITEMS <50> <50>
EXPENDITURES BY FUND:
DIRECT APPROPRIATIONS:
GENERAL 1,729 1,482 1,357 1,307 1,307 1,357 1,307 1,307
TOTAL EXPENDITURES 1,729 1,482 1,357 1,307 1,307 1,357 1,307 1,307

FTE BY EMPLOYMENT TYPE:

TOTAL FTE
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1998-99 Biennial Budget

AGENCY: Minnesota World Trade Center Corporation (MWTCC)

AGENCY DESCRIPTION:

The Minnesota World Trade Center Corporation (MWTCC) is a facility-based public corporation
established to promote international business partnerships, foster increased participation in world trade
and encourage mutual assistance and cooperation among members.

The MWTCC is a member of the WTCA - a global network with over 160 locations throughout the
world. This membership provides global networking for Minnesota businesses.

The MWTCC is managed by the Minnesota Trade Office (MTO) and works in collaboration and

partnership with the MTO to deliver services which promote, facilitate and develop international
business ties between Minnesota businesses and international markets.

REVENUES:

The agency generates revenue from conference center usage, membership dues and education
programs. Staffing, rent, vendor costs and all related day-to day operating expenses are paid from
these dedicated revenues. In the past, general appropriations have been received to support operating
expenses and debt service, but due to their one-time nature, there was no General Fund current
spending level for the 1996-97 biennium.

EXPLANATION OF AGENCY’S BUDGET PLAN:

MWTCC dedicated revenues support day-to-day operations and long-term debt retirement.

The MWTCC also has an unpaid debt with remaining payments totaling $217,000. Revenue
generated from operations is not sufficient to provide debt service.

1997 Deficiencies: The MWTCC has a scheduled $78,000 payment on 6-30-97.

ISSUES AFFECTING AGENCY’S OPERATIONS:

Each year, the MWTCC must meet its debt service obligation for furniture, fixtures and equipment
purchase totaling $750,587 made under a lease agreement entered into in 1988. To preserve the
existing assets and WTCA charter, terms of lease agreement must be met.

Current operating revenues are not sufficient to refurbish and replace due to normal wear and tear the
World Trade Center fixtures, furnishings and equipment. Last session, the MWTCC received a
$100,000 transfer of funds from the MTO. This sum has been used to reduce the time of payment to
vendors and to supplement day-to-day operating expenses. Continued funding is needed to further
reduce the time of payment to vendors, upgrade/repair equipment and provide start-up funding for
international business initiatives.

The goal of the World Trade Center Corporation is to improve Minnesota’s economic position in the
global marketplace. To satisfy that goal, the MWTCC hosts international delegations with no financial
support except from the MWTCC operating revenues.

GOVERNOR’S RECOMMENDATION:
The Governor recommends funding not to exceed $217,000 in the 1998-1999 biennium for debt

service requirements of the Minnesota World Trade Center Corporation. Of this $217,000, the first
$78,000 is to address the 1997 deficiency.
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AGENCY:  WORLD TRADE CENTER BOARD
PROGRAM: WORLD TRADE CENTER CORP
ACTIVITY: WORLD TRADE CENTER CORP

1998-1999 BIENNIAL BUDGET

(DOLLARS IN THOUSANDS)

FY 1998 FY 1999
) Est. Base Agency  Governor Base Agency  Governor
ACTIVITY SUMMARY FY 1996 FY 1997 Level Plan Recomm. Level Plan Recomm.
EXPENDITURES:
DETAIL BY CATEGORY:

STATE OPERATIONS:

PERSONAL SERVICES 126 143 143 143 143 143 143 143

OPERATING EXPENSES 611 639 493 493 493 507 507 507

OTHER EXPENSES 217

SUBTOTAL STATE OPERATIONS 737 782 636 636 853 650 650 650
TOTAL EXPENDITURES 737 782 636 636 853 650 650 650
GOV’S INITIATIVES: FUND
(B) MN WORLD TRADE CENTER DEBT RETIREMENT GEN 217
TOTAL GOV/S INITIATIVES 217
EXPENDITURES BY FUND:

DIRECT APPROPRIATIONS:

GENERAL 217

SPECIAL REVENUE 737 782 636 636 636 650 650 650
TOTAL EXPENDITURES 737 782 636 636 853 650 650 650
REVENUE COLLECTED:

DEDICATED:

SPECIAL REVENUE 605 656 645 645 645 645 645 645
TOTAL REVENUES COLLECTED 605 656 645 645 645 645 645 645
FTE BY EMPLOYMENT TYPE:

REGULAR 5.4 5.4 5.4 5.4 5.4 5.4 5.4 5.4
TOTAL FTE 5.4 5.4 5.4 5.4 5.4 5.4 5.4 5.4
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F.Y. 1998-99 BUDGET INITIATIVE

AGENCY: Minnesota World Trade Center Corporation (MWTCC)
PROGRAM: Minnesota World Trade Center Corporation (MWTCC)
ACTIVITY: Minnesota World Trade Center Corporation (MWTCC)

ITEM TITLE: Minnesota World Trade Center Debt Retirement (Pass Through)

1998-99 Biennium 2000-01 Biennium
F.Y. 1998 F.Y. 1999 F.Y. 2000 F.Y. 2001

Expenditures: ($000s)

General Fund

- State Operations $217 $-0- $-0- $-0-

- Grants $-0- $-0- $-0- $-0-
Revenues: ($000s) :

General Fund $-0- $-0- $-0- $-0-
Statutory Change? Yes No_X

If yes, statutes(s) affected:

GOVERNOR’S RECOMMENDATION:

The Governor recommends an appropriation of $217,000 for the final payment of the remaining
1988 debt of the Minnesota World Trade Center Corporation (MWTCC) which was incurred for
conference center furniture, fixtures, and equipment. Of this $217,000, the first $78,000 is to ad-
dress the 1997 deficiency.

RATIONALE:

In 1987, the MWTCC incurred a debt of $750,587 for needed furniture, fixtures and equipment for
completion of the conference center. Each year, the MWTCC makes two payments of $78,000
each to service the debt. After the 12/31/96 payment of $78,000 (appropriated by the 1996
Legislature), the remaining debt will be $216,962.44. The next $78,000 payment is due on 6-30-

97. No appropriation was made for this payment. Current operating revenues are not sufficient to
pay off this debt and also pay for the operating expenses of the MWTCC.

PROGRAM OUTCOMES:
Upon completion of this appropriation and payment, the debt of the MWTCC will be retired.

LONG-TERM IMPACT:

None
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1998-99 BIENNIAL BUDGET

PROGRAM STRUC

AGENCY: Economic Security, Department of (DES)

PROGRAM PAGE
ANTI-POVERTY PROGRAMS (History Only) E-86

Energy Assistance

Weatherization

Head Start

Community Action/Self-Sufficiency
Food and Shelter/Self -Sufficiency

WORKFORCE PREPARATION E-88

Employment Transition
Youth Training

Youth Violence Prevention
Welfare-to-Work
Dislocated Worker

WORKFORCE EXCHANGE E-108
‘Workforce Employment Exchange

Reemployment Insurance
Disability Determination

WORKFORCE REHABILITATION SERVICES E-118
Vocational Rehabilitation
Independent Living
Extended Employment

WORKFORCE SERVICES FOR THE BLIND E-127

Services for the Blind
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Department of Economic Security
Organization Chart

7-1-96

Office of the Commissioner

Current Positions 7.0

Support Workforce Preparation Workforce Exchange Production Services Rehabilitation Services| |State Services for the Blind
Branch Branch Branch Branch Branch Branch
Current Positions 2.0 Current Positions 2.0 Current Positions 2.0 Current Positions 2.0 Current Positions 2.0 Current Positions 118
1 1 1
Staff Support Aduit Training and Job Service/Reemployment Management Planning/ Consumer and Staff
L Pp | Dislocated Worker Insurance Field OPS — Data and Security

Current Positions 29 Current Positions 20

Current Positions 505

Current Positions 14

Support
Current Positions 50

Data Processing
Current Positions 95

Energy Programs
Current Positions 17

Job Service/Reemployment
Insurance Administration

Current Positions 97

Reemployment Insurance

] Administration

Current Positions 248

Vocational
Rehabilitation Services
Current Positions 323

Employment
—— Transition Programs
Current Positions 11

Fiscal Management
Current Positions 62

Self-Sufficiency
— Programs
Current Positions 23

Human Resources
Current Positions 20

Research and J
Statistics

Current Positions 54

Youth Programs
Current Positions 10

June 30, 1996 FTE Employees 1850.4

Disability

—{Determination Services

Current Positions 138
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Agency: Economic Security, Department of (DES)

Summary of Agency Actions:

BASE-YEAR (F.Y. 1997)
Appropriations (F.Y. 1997)

BASE ADJUSTMENT

One-time Appropriations
Biennial Appropriations
Transfers Between Agencies
Documented Rent/Lease Increase
Annualization of New Program
1998-99 Compensation Inflation

BASE LEVEL (for 1998 and 1999)

AGENCY DECISION ITEMS

Extended Employment Monitoring
Extended Employment Grants

AGENCY PLAN (for 1998 and 1999)
GOVERNOR’S INITIATIVES

Workforce Center

GOVERNOR’S RECOMMENDATIONS

1998-99 Biennial Budget
Agency Budget Brief
($ in thousands)

Fund: General
F.Y. 1998 F.Y. 1999 F.Y.98-99
$58,127 $58,127 $116,254
(9,255) (9,255) (18,510)
751 -0- 751
(20,478) (20,478) (40,956)
13 30 43
(25) (25) (50)
83 165 248
$29,216 $28,564 $57,780
140 140 280
(140) (140) _(280)
$29,216 $28,564 $57,780
1,600 1,400 3.000
$30,816 $29,964 $60,780

Brief Explanation of Agency Plan:
B Plan includes the shift of $140/yr from program costs to State Operations to cover statutory
required monitoring/oversight of the Extended Employment program.

8 Transfers to the Department of Children, Families and Learning of $20,238 General Fund
appropriations and $58,678 in federal funds have been accommodated in the plan.

# Investments in Agency Infrastructure are prominent throughout the program budgets.

®  One time appropriations of $9,255,000 are identified in the Omnibus Appropriation Laws of
1995 and 1996 to be for only one year with no provision for continuation into the next
biennium as a base appropriation. These include appropriations for Extended Employment
Arbitration, Minnesota Workforce Centers, Transitional Housing, Youth Intervention
Program, Minnesota Youthbuild, Minnesota Youth Program, Leamn to Earn, Minnesota City
Grants Program, and Home Energy Assistance Programs.

Revenue Summary:
None.

Affected Statutes:
None.

GOVERNOR’S RECOMMENDATION:
The Governor concurs with the agency’s plan except for the following adjustments:

The Governor recommends that $3,000,000 for the biennium be added to the agency plan for the
Minnesota Workforce Center initiative to better serve employers, dislocated workers, and other job
seekers.

For the F.Y. 1996-97 biennium, the legislature transferred $3,000,000 each year from the Dislocated
Worker Fund to the General Fund. The Govemor recommends continuing this transfer in the F.Y.
1998-99 biennium. The Governor recommends an additional $3,500,000 be transferred from the
Dislocated Worker Fund to the General Fund each year for important initiatives and programs that
benefit dislocated workers.

The Govemnor also recommends that up to $8,000,000 each year from the Dislocated Worker Fund be
used for paying claims and administrative expenses incurred by the Minnesota Comprehensive Health
Association (MCHA), which covers the health care costs of dislocated and unemployed workers with
chronic health care needs which makes them otherwise uninsurable.
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AGENCY: Economic Security, Department of (DES)
b21-agy.mcm
01-09-97 2:01pm jms
AGENCY DESCRIPTION:

The mission of the Department of Economic Security (DES) is to help people help themselves achieve
economic security, under M.S. 268, 268A and 248.

The customers of DES programs are: unemployed persons searching for jobs; employers looking for
qualified employees; employed workers searching for new job opportunities; persons eligible for
reemployment insurance; students exploring career options or searching for work; employers looking
for critical labor market information; human resource managers needing to educate themselves on
employment laws and regulations; public assistance clients looking to achieve self-sufficiency;
dislocated workers in need of retraining; senior citizens in search of employment; displaced
homemakers; disadvantaged youth in need of jobs and training; disabled persons needing job training
or seeking to live independently; blind or visually impaired people who need training to live
independently or who want non-visual entertainment, information, and/or assistive technology;
households needing assistance to pay energy bills; and low-income families with children ages 3 to
5 wanting to enroll in Head Start. To enhance customer outcomes, DES is working with its customers
to clearly define outcome measures to better determine the success of services and promote continuous
improvement.

Direction for DES’ operation is: 1) Minnesotans will be able to live independently and fully participate
in their communities; 2) Minnesotans in temporary economic hardship will have their basic needs met
and an opportunity for prompt return to suitable employment; 3) Minnesotans will have the training
and skills to be successful in the workplace; and 4) Minnesota employers, educators, and individuals
will have labor market information needed to compete in the world economy.

DES is organized into branches: Workforce Preparation, Workforce Exchange, Workforce
Rehabilitation Services, Workforce Services for the Blind, Production, and Support. The branches
provide: low-income weatherization and energy assistance, Head Start, emergency food and housing,
economic opportunity programs (which will transfer to the Minnesota Department of Children,
Families and Learning on 7-1-97), job training, dislocated workers’ services, displaced homemakers’
services, youth employment and training services, veterans’ employment services, labor market
information, reemployment insurance, employment, employment assistance, disability determination,
employment and independent living assistance for people with disabilities, and agency support.

Most DES programs are provided directly from DES offices throughout the state (job service,
reemployment insurance, rehabilitation services, and services for the blind). Other programs are
contracted to community-based agencies which provide the services, e.g., extended employment, job
training partnership act, dislocated workers, displaced homemakers, and the following programs
which will transfer to the Minnesota Department of Children, Families and Learning: emergency
food and housing, economic opportunity, Head Start, energy assistance, and weatherization. In these
programs, DES serves as the administrator, which includes monitoring, training, and providing
technical assistance.

DES is committed to, and in the process of, integrating and redesigning its employment and training
services for employers and job seekers. Minnesota Workforce Centers (WFCs) are “one-stop”
facilities that provide all DES employment and training-related services under one roof. Comprehen-
sive job services are offered at these centers, including career counseling, skills assessment, training,
reemployment insurance, placement, local labor market information, and other employment services.

The centers aim to be convenient, responsive, accessible, integrated, economical, and customer-
friendly.

AGENCY ISSUES:

. The following factors are shaping the policies and programs at DES:

Workforce Centers. The nation’s workforce system has undergone significant change in the past
decade and promises to look vastly different as the next century approaches. To meet the challenge
of new workforce realities, DES must continuously improve and adapt its services. Minnesota was
awarded a “one-stop” demonstration grant by the U.S. Department of Labor not only because it had
an ambitious and timely plan, but because Minnesota has shown commitment to quality and investment
in services that maximize results. Formerly, employers and job seekers had to go to as many as 5
different offices to get the services or information they required. Now, with Minnesota Workforce
Centers, there is only one door to enter. This replaces confusing and expensive duplication of effort
with efficient and convenient service delivery to customers. The new structure will allow for a much
better match between available skilled workers and jobs.

Labor Market Information. The delivery of high-quality information to help all Minnesotans make
good decisions about their work life is a critical element of workforce competitiveness. DES must
help provide the tools for customers to make informed career training and employment choices
through effective assessment and timely, pertinent career information. Further, DES must provide
access to enhanced and increasingly localized labor market information for employers, job seekers,
and planners.

Technology Infrastructure. As DES consolidates its services into Workforce Centers, there is a
need to expand its computer network infrastructure and develop a software integration plan for the
Workforce Center System. This infrastructure will provide a convenient, flexible way to utilize
demographic and labor market information in summary and comparative ways. Making this
information accessible to employers, educators, job seekers, and the general public is a key
component to enhancing Minnesota’s workforce system.

A Skilled Workforce. DES is concentrating on identifying employer needs and working with
educators and employers to ensure that all needs are communicated and met. National reports
highlight the growing mismatch between employers’ need for a skilled workforce and the skills of
American workers. A system is needed that helps people develop the goals and skills they need to
make the transition from quality education to a high-skill, high-wage job. Both educators and
employers must work cooperatively to strengthen the link between education and employment. This
is one of the goals of the Governor’s Workforce Development Council.

Paradoxically, the nation is facing workforce shortages at the same time that companies are
downsizing, which has created a number of unemployed, college-educated, middle-aged professionals.
As a result, DES continues to revamp its job training and placement efforts to make a closer fit with
today’s and tomorrow’s unemployed Minnesotans. To further address the workforce shortages, DES
continues to improve and expand its training services and placement of individuals with disabilities.

Youth Concerns. Substance abuse has had a profound impact on law enforcement and on both
juvenile and criminal justice systems in the past decade. Schools increasingly are the site of violence
and victimization, although the school is not the point of origin. Gangs seem to fill a desperate need
on the part of many at-risk youth for stability, structure, and a sense of belonging. There is a major
correlation between neighborhood poverty, social disorganization, and gang activity. There is a
growing mismatch between students’ classroom learning experiences and the knowledge and skills
needed to begin'and advance in their life’s work. This means that school-to-work transitions are
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becoming all the more important. If youth are to become successful in tomorrow’s workforce, they
must be better prepared.

Welfare-To-Work. Minnesota has worked closely with congress to shape the new welfare legislation
and increase state flexibility in exchange for a fixed block grant. Minnesota’s approach to the reform
is to reduce child poverty and welfare dependency by moving families into the workforce through the
Minnesota Workforce Centers and by supplementing employment with supports such as child care and
health care. DES is working closely with the Minnesota Department of Human Services to develop
the workforce component of Minnesota’s welfare reform.

AGENCY STRATEGIES:
The agency’s budget plan is constructed to achieve the following outcomes:
8 Improve services to customers by bringing programs together into Workforce Centers;

8 Provide labor market information that supports business growth and provides a workforce needed
to compete in the world economy;

e Effectively utilize technologies to improve program operations and service delivery systems;
B Provide employment and training services which link people to the world of work;
B Create and build coalitions to further choices and opportunities for Minnesotans with disabilities;

B Ensure that all people with severe disabilities have equitable access to opportunities for living and
working in communities;

®  Increase the number of blind persons and persons with disabilities who have gainful and fulfilling
employment, manage their own homes or live independently, and gain access to the printed word
through alternative reading materials; and

B Further link anti-poverty programs to Minnesota’s Workforce Centers through partnerships with
Community Action Agencies.

SUMMARY OF BUDGET REQUEST:

The budget plan shifts $140,000 per year from program costs to State Operations to cover statutory
required monitoring oversight for the Extended Employment Program.

GOVERNOR’S RECOMMENDATION:

The Governor recommends that $3,000,000 in the F.Y. 1998-99 biennium be added to the agency
plan for the Minnesota Workforce Center initiative to better serve employers and job seekers.

For the F.Y. 1996-97 biennium, the legislature transferred $3,000,000 each year from the Dislocated
Worker Fund to the General Fund. The Governor recommends continuing the transfer in the F.Y.

1998-99 biennium. The Governor recommends an additional $3,500,000 be transferred from the
Dislocated Worker Fund to the General Fund each year for important initiatives and programs that
benefit dislocated workers.

The Governor also recommends that up to $8,000,000 each year from the Dislocated Worker Fund
be used for paying claims and administrative expenses incurred by the Minnesota Comprehensive
Health Association (MCHA), which covers the health care costs of dislocated and unemployed
workers with chronic health core needs which makes them otherwise uninsurable.
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AGENCY:  ECONOMIC SECURITY DEPT

FY 1998 FY 1999
) Est. Base Agency  Governor Base Agency  Governor

PROGRAM RESOURCE ALLOCATION: FY 1996 FY 1997 Level Plan Recomm. Level Plan Recomm.
ANTI POVERTY PRGMS (HISTORY) 80,789 84,654
WORKFORCE PREPARATION 71,548 77,861 71,934 71,934 65,434 71,702 71,702 65,202
WORKFORCE EXCHANGE 77,526 80,132 80,707 80,707 82,307 78,307 78,307 79,707
WORKFORCE REHABILITATION SVCS 51,510 52,732 50,747 50,747 50,747 50,759 50,759 50,759
WORKFORCE SVCS FOR THE BLIND 13,467 13,193 12,995 12,995 12,995 13,091 13,091 13,091
TOTAL EXPENDITURES BY PROGRAM 294,840 308,572 216,383 216,383 211,483 213,859 213,859 208,759
EXPENDITURES BY FUND:

DIRECT APPROPRIATIONS:

GENERAL 52,560 56,741 29,216 29,216 30,816 28,564 28,564 29,964
STATUTORY APPROPRIATIONS:

GENERAL 1,674 2,743 657 657 657 657 657 657
STATE GOVERNMENT SPECIAL REVENUE 28 12

SPECIAL REVENUE 21,290 32,554 30,127 30,127 23,627 30,642 30,642 24,142
MDES FEDERAL 218,573 215,835 156,344 156,344 156,344 153,957 153,957 153,957
GIFT ) 715 687 39 39 39 39 39 39
TOTAL EXPENDITURES 294,840 308,572 216,383 216,383 211,483 213,859 213,859 208,759
FTE BY EMPLOYMENT TYPE:

REGULAR 1,803.5 1,813.8 1,765.3 1,767.3 1,772.3 1,740.3 1,742.3 1,747.3
TEMP/SEAS/PART_TIME 37.0 36.4 36.4 36.4 36.4 36.4 36.4 36.4
OVERTIME 9.9 9.8 9.8 9.8 9.8 9.8 9.8 9.8
TOTAL FTE 1,850.4 1,860.0 1,811.5 1,813.5 1,818.5 1,786.5 1,788.5 1,793.5
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Agency: Economic Security, Department of (DES)

REVENUE SOURCES:
DES generates dedicated revenue, interagency grants, and federal funds.

The dedicated revenue is generated from several sources. Services for the Blind (SSB) sells adaptive

devices to its customers and operates vending stands in public buildings generating receipts of

approximately $977,000/year. SSB also receives gifts estimated at $39,000/year. - The Workforce
Exchange Program collects $2,400,000/year in penalties and interest on delinquent reemployment
insurance taxes. Approximately $26,000,000 in dedicated special revenue is also collected via a
surtax on Unemployment Insurance taxes for Dislocated Worker activities.

Grants from the federal government represent about $155,000,000/year from various agencies.

Inter-agency grants consist of $657,000/year from the Minnesota Department of Human Services for
a Welfare-to-Work Program for Aid to Families with Dependent Children (AFDC) recipients.

FEE STRUCTURE:
DES collects no fees.
RECENT CHANGES:

The transfer of programs to the Minnesota Department of Children, Families and Learning will resuit
in a reduction of federal revenue of approximately $59,000,000/year.

FORECAST BASIS:

DES is expecting remaining revenues to remain at a level similar to those of 1997.
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(DOLLARS IN THOUSANDS)

AGENCY:  ECONOMIC SECURITY DEPT
FY 1998 FY 1999
Est. Agency  Governor Agency  Governor

SUMMARY OF AGENCY REVENUES FY 1996 FY 1997 Forecast Plan Recomm. Forecast Plan Recomm.
DEDICATED RECEIPTS:

GRANTS:

GENERAL 1,485 1,431 657 657 657 657 657 657
MDES FEDERAL 219,475 214,675 156,344 156,344 156,344 153,957 153,957 153,957
OTHER REVEMNUES:

SPECIAL REVENUE 4,200 3,824 3,377 3,377 3,377 3,492 3,492 3,492
GIFT 718 684 39 39 39 39 39 39
TAXES:

SPECIAL REVENUE 28,596 26,050 26,650 26,650 26,650 27,150 27,150 27,150
TOTAL DEDICATED RECEIPTS 254,474 246,664 187,067 187,067 187,067 185,295 185,295 185,295
AGENCY TOTAL REVENUES 254,474 246,664 187,067 187,067 187,067 185,295 185,295 185,295
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Federal Funds Summary
(§ in Thousands)
Agency: Economic Security, Minnesota Department of (MDES)

. Related State SR I
Spending Primary Purpose. ‘|-

Department of Energy Programs (Low-income Energy Yes GPS 51,350 52,364 -0- ’ -0-
Assistance and Weatherization)
Community Service Block Grant (HHS) Yes GPS 4,740 6,016 -0- -0-
Other Community Food & Nutrition Related Programs Yes * GPS 3,033 3,093 -0- -0-
(HUD, USDA, HHS)
Job Training Partnership Act Programs (Dept. of Labor) Yes GPS 43,361 35,659 37,670 37,670
Adult, Youth and Dislocated Worker
Miscellaneous Youth and Welt;are-to—Work Programs Yes GPS 1,923 2,674 2,668 2,674
(Dept. of Justice, HHS)
Department of Labor Employment and Benefit Yes SO 59,208 59,236 59,902 57,502
Programs (Includes Job Service, Reemployment Ins.,
Veterans, Older Americans)
Social Security Administration Disability Determination No SO 13,303 14,168 V 15,551 15,551
Services (HHS)
Department of Education (Vocational Rehabilitation Yes SO, Payments, to 42,557 41,465 40,553 40,560
Services, State Services for the Blind, Independent Individuals & Local
Living) Grants

Kay:

SO - State Operations
GPS - Grants - Political Subdivisions
GI - Grants - Individuals
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PROGRAM:  Anti-Poverty Programs (History Only)
AGENCY: Economic Security, Department of (DES)

PROGRAM DESCRIPTION:

The Energy Assistance and Weatherization Programs address the affordability of home energy for low-
income households. The self-sufficiency programs include Head Start, the Community Services Block
Grant, the Transitional Housing Program, the Emergency Food Assistance Program and a number of
other food, shelter, and anti-poverty programs. Energy and Community Action Programs to will move
to the Minnesota Department of Children, Families and Learning on 7-1-97. See that agency’s budget
for further information.
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AGENCY:  ECONOMIC SECURITY DEPT
PROGRAM: ANTI POVERTY PRGMS (HISTORY)

FY 1998 FY 1999

Est. Base Agency  Governor Base Agency  Governor
ACTIVITY RESOURCE ALLOCATION: FY 1996 FY 1997 Level Plan Recomm. Level Plan Recomm.
ENERGY ASSISTANCE 40,224 45,234
WEATHERIZATION 12,506 9,623
HEAD START 11,611 11,606
COMMUNITY ACTION/SELF SUFFIC 11,635 12,916
FOOD AND SHELTER/SELF SUFFIC 4,813 5,275
TOTAL EXPENDITURES BY ACTIVITY 80,789 84,654

EXPENDITURES BY FUND:

DIRECT APPROPRIATIONS:

GENERAL 20,236 21,688
STATUTORY APPROPRIATIONS: :

GENERAL 611 613
STATE GOVERNMENT SPECIAL REVENUE 28 12
SPECIAL REVENUE 297 375
MDES FEDERAL 59,123 61,473
GIFT ’ 494 493
TOTAL EXPENDITURES 80,789 84,654

FTE BY EMPLOYMENT TYPE:

REGULAR 44.0 45.0
TEMP/SEAS/PART_TIME .7

OVERTIME .1
TOTAL FTE 44.8 45.0
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PROGRAM: Workforce Preparation
AGENCY: Economic Security, Department of (DES)

PROGRAM DESCRIPTION:

The Workforce Preparation Branch provides services to promote economic independence for
Minnesotans in transition. Employment and training services are provided to youth, long-term
unemployed adults, displaced homemakers, dislocated workers, older Americans, and public
assistance recipients. Employment and Training Programs for economically disadvantaged youth
provide academic enrichment strategies that integrate work and learning: work-based learning,
classroom-based enrichment, and summer jobs. Participants provide valuable services in their
communities while learning essential job skills.

Workforce Preparation, in cooperation with the Minnesota Department of Human Services, manages
Success Through Reaching Individual Development and Employment (STRIDE), an employment and
training program for AFDC recipients to become self-sufficient; and Food Stamp Employment and
Training (FSET) Programs for non-public assistance recipients.

PROGRAM STATUS:

The Workforce Center System is the distribution network of many Workforce Preparation services
combined with services of other DES branches and other departments. Workforce Centers are a joint
effort of local Workforce Councils, counties, cities, and DES. Reform in employment and training
legislation during the 1990s requires employment and training services to focus more resources on
the hard-to-serve populations. This heightened priority fits well with recent welfare reform legislation
and Workforce Center development initiatives. The 1996 national welfare reform legislation is
expected to have a substantial impact on the demand for services provided by DES. As welfare and

food stamp participation is reduced, for example, demands on the employment and training services’

provided through DES will increase.

Program outcomes are affected by both the priorities chosen and the resources available. With the
resources available, only a very small percentage of eligible Minnesotans can be served. In the area
of jobs, congressional recognition that workers of today losing their jobs have an ever-increasing
chance of not working in their trained profession and at reduced wages has increased federal funding
to retrain greater numbers of dislocated workers. In addition, emphasis both nationally and within
the state to better provide information to Minnesotans about the availability and choice of
governmental services and eligibility are driving interagency collaboration and redefining the
definition of service. Increased computer network capabilities and improved application software
enhance the ability to both provide services in an ever-changing work environment and to better
evaluate program effectiveness. As indicated above, program status is affected by many factors, some
immediate such as funding changes and some at a slower rate such as electronic automation advances;
however, the basic equation remains the same -- government must prioritize services in relation to
available resources.

Employment Transition Services
The federal Job Training Partnership Act JTPA) Programs are governed by the Amendments of 1992

which mandate that individualized services be concentrated on the "hard-to-serve" groups, as defined
inlaw. The U.S. Department of Labor will continue to emphasize to all of the states that JTPA must

be customer-driven so that trainees receive the services they need to become self-sufficient and that
employers receive high-quality employees.

Funding for the JTPA Title ITA Adult Training Program was reduced by 25% in 1996. Funding for
the JTPA Title IIB Summer Youth Program was reduced by 35% in 1996. Funding for the JTPA
Title IIC Youth Training Program was reduced by 79% in 1995.

Funding levels for the Displaced Homemaker Program's 12 statewide programs to provide
employment and training transition services have not kept pace with the costs of providing service.
Subsequently, diminished numbers of displaced homemakers are being served, in spite of program
efforts to secure match dollars. The number of displaced homemakers in Minnesota has increased
by over 18% since 1980.

The Opportunities Industrialization Centers (OICs), local community-based employment and training
centers, have had no state increase since 1989. In light of welfare reform and the increased need for
employment for public assistance recipients, the numbers of potential eligible individuals that could
benefit from this program with additional funds continues to increase.

The Minnesota Occupational Information Coordinating Committee (MOICC) works as an interagency
partnership to promote access and development of occupational and career information which links
the needs of employers with the skills of people making career decisions. Partners include: Minnesota
State Colleges and Universities System, Minnesota Department of Trade and Economic Development,
University of Minnesota, Higher Education Services Office, and DES.

Youth Training

A _Title IIB Summer Program
The JTPA Title IIB Summer Youth Program is targeted to economically disadvantaged youth, ages

14 to 21. There is an emphasis on designing programs which integrate work and learning. Service
providers can document gains in reading and math skills for participating youth. The funding level
for the program in the summer of 1997 is expected to be $8.27 million, serving approximately 5,250
youth. There were 7,000 disadvantaged youth on the waiting list for services in 1996. The increase
in the minimum wage will impact the program in 1997.

Minnesota Youth Program

The state-funded Minnesota Youth Program has a component which operates year-round,
complementing the JTPA Title IIB Program which operates in the summer months only. Minnesota
Youth Program was restructured by DES to provide the Youth Service Corps which focuses on
community service projects that address unmet human service, public safety, environmental, and
educational needs. There is an emphasis on applied learning.

With supplemental funding from the Legislature, Minnesota Youth Program was able to serve 6,000
youth in 1996. There were 7,000 economically disadvantaged youth on the waiting list for Minnesota
Youth Program services in 1996.

JTPA Title IIC Youth Training Program
Funding for the JTPA Title IIC Youth Training Program was reduced by 79% in 1995. Nearly

40,000 economically disadvantaged youth are eligible to participate in the Title IIC Youth Training
Program. Only 753 economically disadvantaged youth will be served in 1997, compared to 4,184 in
1994. Minnesota’s service providers have exceeded all national performance standards.
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Minnesota YouthBuild

The Minnesota YouthBuild Program expanded to 9 sites in 1995. The existence of the state program
permitted Minnesota to leverage over $1 million of National YouthBuild funds from the U.S.
Department of Housing and Urban Development.

Youth Programs/Violence Prevention

Juvenile Justice Program

Over the next 2 years, the Juvenile Justice Program will be required to address the following issue:
minority populations are over-represented in all aspects of the juvenile justice system, from arrest,
detention and court appearances through probations and incarceration. Minority populations also have
higher dropout rates and higher teen pregnancy rates. The Juvenile Justice Program will enhance
services available to minority youth prior to formal involvement in the juvenile justice system by
developing and strengthening programs which emphasize prevention, early intervention and workforce
preparation.

Youth Intervention Program .

The need for prevention and early intervention services for children and families who are at risk of
child abuse, family violence, chemical abuse, delinquency, teen pregnancy, prostitution, truancy and
running away from home is greater than the resources available. The shorter the time period between
the offense and referral to the Youth Intervention Program, the more effective the program services.

Minnesota City Grants Program

The goal of this demonstration project is to develop community-based violence prevention initiatives
that take truant and at-risk youth off the streets and provide them with prevention, intervention and pre-
trial diversion services. Minneapolis, St. Paul, and Duluth were the sites for programs operating with
state and federal funds appropriated for 1996. The cities formed collaboratives which leveraged federal
funds, foundation aid and local resources as a result of the availability of state funds. Each site
provided a broad range of prevention programs which impacted over 48,000 youth during the grant
period.

Bonding Initiative - Truancy and Curfew Centers
A Request for Proposal (RFP) has been released announcing the availability of $500,000 of capital
improvement funds to construct 2 Truancy and Curfew Centers from funds appropriated for 1995: one
in Hennepin County and one in Ramsey County.

Dislocated Worker

The unemployment rate in Minnesota is at a historically low level. However, there continues to be

a number of reported plant closings and large layoffs affecting 50 or more workers. Between 7-1-95
and 6-30-96, there were 78 reported plant closings and large layoffs affecting 11,490 workers. While
difficult to track, the number of workers affected by small layoffs also increased somewhat over
previous years, exceeding 10,000 workers. The workers that are dislocated need various forms of the
state services because their skills often do not match the skills requirement of available jobs.

PLANNED RESULTS:
Employment Transition Services

During the next 2 years, JTPA Title II Programs will continue to serve approximately 3 to 5% of
eligible Minnesotans. It is planned that approximately 5,000 individuals will be served during each
of the next 2 years statewide with a minimum of 65% "hard-to-serve" individuals. "Hard-to-serve" is
defined as belonging to one or more of the following groups: individuals who are basic skills-
deficient; individuals who are school dropouts; individuals who are recipients of cash welfare
payments; individuals who are offenders; individuals with disabilities; individuals who are homeless;
and individuals who are in a category recommended by local service delivery areas and approved by
the governor.

The Minnesota Displaced Homemaker Program will serve over 1,700 participants per year in the next
2 years. Of this group, over 70% will experience positive outcomes such as entering employment,
training, or activity with other related resources and achieving personal and economic self-sufficiency.

The OICs anticipate job training and placement service to over 4,000 participants per year for the next
2 years. They will be providing services to a difficult-to-serve group which includes 80% minorities
and a large number of at-risk youth.

The MOICC is collaborating with various partners to bring occupational information to the classrooms
of over 50,000 students during this coming year through a variety of new initiatives. MOICC is
involved in coordinating a project to define a comprehensive data follow-up model for Minnesota.

Youth Training

JTPA Title IIB Summer Program

DES is expecting that federal funding for the summer of 1997 will be approximately $8.27 million
which will serve 5,250 disadvantaged youth. The demand for services is greater than the resources
available.

Minnesota Youth Program

The Minnesota Youth Program was re-structured by DES and the local providers to provide the Youth
Service Corps which focuses on community service projects that address unmet human service, public
safety, environmental, and educational needs. Base-level funding will result in services for 2,000
youth in 1997.

JTPA Title IIC Youth Training Program

DES is expecting to serve only 753 economically disadvantaged youth in 1997, due to the 79%
reduction in federal JTPA IIC funding that occurred in 1995. There are approximately 40,000
disadvantaged youth who are eligible for services statewide.

Minnesota YouthBuild

Funded at a level of $500,000 for 1996 and $300,000 for 1997, the 9 YouthBuild sites will serve
approximately 315 economically disadvantaged youth each year. Each site is required to provide a
dollar-for-dollar funding match from local resources.
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Youth Programs/Violence Prevention

Juvenile Justice Program

In 1995, Minnesota’s federal allocation totaled $1.1 million; over 8,600 youth and families were
served. Over 70% were in communities of color. In 1996, Minnesota’s allocation was $1,114,000.
Minnesota received a $339,000 allocation of Title V Community Delinquency Prevention Funds in
1995. This new funding was continued in 1996 and in addition Minnesota secured a $163,000 State
Challenge Grant. Minnesota is in compliance with the federal juvenile justice mandates of de-
institutionalization of status offenders, sight and sound separation, and the juvenile jail removal
mandate. In the next 2 years, federal funds will be used for prevention programs.

Youth Intervention Program

In 1996, Youth Intervention Programs provided early intervention and prevention services to youth
(ages 8 to 17) and their families. Funded at a level of $650,000 in 1996 and $890,000 in 1997, the
program addresses issues such as: shoplifting, vandalism, theft, prostitution, arson, family problems,
child abuse, and chemical abuse. The program currently operates in 27 communities: 17 in the Twin
Cities metropolitan area and 10 in Greater Minnesota.

Minnesota City Grants Program

Demonstration grants totaling $1.1 million were awarded to the cities of Minneapolis, St. Paul, and
Duluth in 1994. The program impacted over 48,000 youth between 7-1-94 and 6-30-95. The City
Grants funds were used as matching funds to leverage federal Title V Prevention resources from the
Department of Justice. In 1996, $340,000 of new state funding was appropriated for truancy
prevention, curfew enforcement, and pre-trial diversion services.

Bonding Initiative - Truancy and Curfew Centers

Two Truancy and Curfew Centers will be constructed with the $500,000 of capital improvement funds.
A portion (25%) of the funding will be used to provide employment and training services to youth in
the construction of the new facilities.

Dislocated Worker

Approximately 13,000 individuals will be served by the federal and state Dislocated Worker programs
in 1996. This is a reduction from 1995 when 14,781 individuals were served. It is estimated that 78%
of the individuals completing participation in the program will be placed in jobs that pay an average
wage of 85% of their pre-layoff wages. These placement rates and wages will continue to exceed the
national averages for Dislocated Worker programs.

BUDGET AND REVENUE SUMMARY:

Employment Transition Services

During 1997, approximately $6.2 million of federal JTPA Title IIA funds will be available statewide

to serve economically disadvantaged adults. This represents a 25% decrease in federal funding. In
addition, approximately $400,000 will be available to support programs which target economically
disadvantaged older workers (ages 55 and over). Approximately $1 million will be available to
support programs which contain coordination mechanisms between JTPA and educational institutions.
These coordinated programs benefit both adults and youth.

The Displaced Homemaker Program is funded at $1,512,000 for 1997. This amount provides for
service in 12 programs covering all 87 Minnesota counties at base level, with minimal service to
outlying areas.

OICs receive $350,000 annually to fund up to 25% of the total OIC program budgets, including
administrative costs.

Youth Training

Federal funding for the 1997 JTPA Title IIB Summer Youth Program is estimated at $8.27 million
which will serve 5,250 disadvantaged youth. Federal funding for the JTPA Title IIC Youth Training
Program is expected to be remain at the 1996 level: $981,492 per year serving 753 youth. The need
for summer youth employment opportunities is greater than the resources available.

Base-level funding for the Minnesota Youth Program of $3 million will serve 2,000 youth per year
compared to the 6,000 per year served in 1995 and 1996 through the help of supplemental funding.

The Minnesota YouthBuild Program serves 315 economically disadvantaged youth per year with
annual funding of $300,000.

Youth Programs/Violence Prevention

Federal funding for the Juvenile Justice Program is expected to remain stable in the next biennium.
State funding for the Youth Intervention Program (currently $650,000 per year) supports 27
community-based programs: 17 in the Twin Cities metropolitan area and 10 in Greater Minnesota.
State funding totaling $340,000 supported community-based violence prevention programs (known
as City Grants Program) in Minneapolis, St. Paul, and Duluth. Capital improvement funds in the
amount of $500,000 will be used to construct 2 Truancy and Curfew Centers.

'

GOVERNOR’S RECOMMENDATION:

For the 1996-97 biennium, the legislature transferred $3,000,000 each year from the Dislocated Worker
Fund to the General Fund. The Governor recommends continuing this transfer in the F.Y. 1998-99
biennium. The Governor recommends an additional $3,500,000 be transferred from the Dislocated
Worker Fund to the General Fund each year for important initiatives and programs, including those
that benefit dislocated workers.

The Govemor also recommends that up to $8,000 each year from the Dislocated Worker Fund be used
for paying claims and administrative expenses incurred by the Minnesota Comprehensive Health
Association (MCHA), which covers the health care costs of dislocated and unemployed workers with
chronic health care needs which makes them otherwise uninsurable.
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1998-1999 BIENNIAL BUDGET
(DOLLARS IN THOUSANDS)

AGENCY:  ECONOMIC SECURITY DEPT

PROGRAM: WORKFORCE PREPARATION

FY 1998 FY 1999
Est. Base Agency  Governor Base Agency Governor

ACTIVITY RESOURCE ALLOCATION: FY 1996 FY 1997 Level Plan Recomm. Level Plan Recomm.
EMPLOYMENT TRANSITION SERVICES 22,630 16,765 16,781 16,781 16,781 16,783 16,783 16,783
YOUTH TRAINING 18,740 15,732 12,807 12,807 12,807 12,060 12,060 12,060
YOUTH VIOLENCE PREVENTION 2,282 3,273 2,679 2,679 2,679 2,687 2,687 2,687
WELFARE TO WORK SERVICES 798 1,734 1,381 1,381 1,381 1,386 1,386 1,386
DISLOCATED WORKER 27,098 40,357 38,286 38,286 31,786 38,786 38,786 32,286
TOTAL EXPENDITURES BY ACTIVITY 71,548 77,861 71,934 71,934 65,434 71,702 71,702 65,202
GOV’S INITIATIVES: FUND

(B) TRANSFER TO GENERAL FUND SR <6,500> <6,500>
TOTAL GOV’S INITIATIVES <6,500> <6,500>
EXPENDITURES BY FUND:

DIRECT APPROPRIATIONS:

GENERAL 10,454 11,737 7,043 7,043 7,043 6,305 6,305 6,305
STATUTORY APPROPRIATIONS:

GENERAL 929 1,815 657 657 657 657 657 657

SPECIAL REVENUE 17,673 28,720 26,650 26,650 20,150 27,150 27,150 20,650
MDES FEDERAL 42,492 35,589 37,584 37,584 37,584 37,590 37,590 37,590
TOTAL EXPENDITURES 71,548 77,861 71,934 71,934 65,434 71,702 71,702 65,202
FTE BY EMPLOYMENT TYPE:

REGULAR 53.7 52.2 50.7 50.7 50.7 50.7 50.7 50.7

TEMP/SEAS/PART_TIME 6.9 6.9 6.9 6.9 6.9 6.9 6.9 6.9
OVERTIME .2 .2 .2 .2 .2 .2 .2 .2
TOTAL FTE 60.8 59.3 57.8 57.8 57.8 57.8 57.8 57.8
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1998-99 Biennial Budget

BUDGET ACTIVITY: Employment Transition
PROGRAM:  Workforce Preparation
AGENCY: Economic Security, Department of (DES)

ACTIVITY DESCRIPTION:

This activity includes special programs to address needs of those seeking assistance in obtaining
meaningful employment, and/or needing intensive services or training to obtain employment, and
economic and social self-sufficiency. A major purpose of this activity is to direct special services,
training, and work experience to people experiencing barriers to employment.

These programs are targeted to specific populations who are deemed to be “hard-to-serve™:
economically disadvantaged adults, older workers, minorities, public assistance recipients, individuals
with disabilities, individuals who are offenders, and individuals who are basic-skills deficient. The
majority of funding comes from federal sources.

Following is additional information about each of the programs in this activity:
JTPA Title II-A

This Job Training Partnership Act (JTPA) basic grant provides various types of employment and
training services to economically disadvantaged adults and youth, designed to make these individuals
economically and socially self-sufficient. Additionally, certain population groups are targeted for
service including: older workers, veterans, minorities, public assistance recipients, individuals with
disabilities, offenders and ex-offenders, individuals who are basic-skills deficient, and women. At least
65% of the participants must be "hard-to-serve.” In addition, there is an emphasis on individualized
assessment and on training which meets the labor market needs of the local, regional, or state area.
Service-provider performance incentive funds are included within this program.

JTPA Education Coordination

Allocations totaling 8% of the resources are directed to facilitate coordination and cooperation
between education and employment and training agencies to develop and provide services to
economically disadvantaged persons.

JTPA Older Worker

JTPA allocates 5% of the Title II-A basic grant to support employment and training services to
economically disadvantaged persons 55 years of age and older. The goal of the program is to ensure
that training and placement of eligible individuals occurs in employment opportunities with private
business concerns.

Title V Senior Community Service Employment Program (SCSEP)

This program, authorized by Title V of the federal Older Americans Act, was established to foster
and promote the creation of part-time jobs in community service activities for low-income individuals
55 years of age and older. The goal of the program is to annually place 20% of the participants in
unsubsidized employment.

Minnesota Displaced Homemaker Program

Displaced homemakers are individuals who have spent a number of years at home caring for their
homes and families and were dependent on the income of a spouse or partner. Due to separation,
divorce, death, or disability of the partner, they must seek employment to become economically
independent. Displaced Homemaker programs serve a group of Minnesotans often unreached and
unserved by other programs. The programs help clients to identify and remove their barriers to
employment, develop confidence, and learn the choices available to them in their transition to
independence. Group and individual counseling; personal growth and vocational assessment; job-
seeking skills and resume preparation; and referral to support services, training, and employment are
among the pre-employment services provided to clients. Income guidelines and displacement
determine eligibility. Services are free. Enrollment is for a maximum of one year. The 12 statewide
programs offer limited client expense support as funds permit.

Opportunities Industrialization Centers (OICs)

OICs provide comprehensive job training and placement services to people who are economically
disadvantaged, unemployed, or underemployed. The centers provide instruction in basic academic
skills, vocational training, and other supportive services. There are 5 OICs in Minnesota: Ramsey
County, Summit Academy in Minneapolis, American Indian, Anishinabe (Mille Lacs), and NW
Indian. A special project at Lino Lakes provides remedial education and services to inmates prior to
their release.

BUDGET ISSUES:

In 1992, JTPA was amended with provisions being effective on 7-1-93. The impact on JTPA was
significant. Among the changes were: programming for youth ages 16 through 21 was separated from
programming for adults; at least 65% of the participants had to belong to one or more of a "hard-to-
serve” category; and assessment needed to be comprehensive and individualized.

JTPA Title IIA programs are 100% federally funded. MDES received a 25% reduction in funding
for 1996. This program is planned to be a part of federal Workforce Development Block Grant
legislation that Congress has been working on.

SCSEP is 100% federal-funded. MDES anticipates a small decline in resources in each of the next
3 years.

The Displaced Homemaker Program is 100% state-funded. Programs are encouraged to raise an
additional 10% in match dollars per year. Increased costs of service result in the ability to serve

fewer clients with the same resources.

State funds account for 25% of the money devoted to OIC.

GRANTS:

JTPA Tide IIA, (Public Law 97-300 as amended): 77% of the Title II-A grant is allocated by formula
to the JTPA service delivery areas (SDAs), including counties, cities, and non-profit organizations
designated by the Governor.

JTPA Education Coordination, (Public Law 97-300 as amended): 20% is available to oversee

coordination; 60% of the funds available is allocated by formula to the JTPA SDAs; 20% of the
funds available is contracted with local service providers by the Request for Proposal (RFP) process.
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BUDGET ACTIVITY:  Employment Transition
PROGRAM:  Workforce Preparation
AGENCY: Economic Security, Department of (DES)
(Continuation)

JTPA Older Workers Program, (Public Law 97-300 as amended): This program is allocated by
formula to the JTPA SDAs, including counties, cities, and non-profit organizations as designated by
the Governor.

Title V SCSEP, (Public Law 95-478): This program was originally let on an RFP basis. Sixteen
grantees have received continued funding since the original RFP selection. Current grantees include
community action agencies, counties, the City of Duluth, Chippewa tribes. Minnesota Green Thumb,
and JTPA SDAs.

Displaced Homemaker Program (M.S. 268.96): Program funds of $1.512.000 are granted to 12
SDAs statewide to provide services to approximately 1,600 displaced homemakers.

OIC, (M.S. 268.60): 100% of the state funds is contracted with community-based Opportunities
Industrialization Centers.
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(DOLLARS IN THOUSANDS)

AGENCY:  ECONOMIC SECURITY DEPT
PROGRAM: WORKFORCE PREPARATION
ACTIVITY: EMPLOYMENT TRANSITION SERVICES
FY 1998 FY 1999

Est. Base Agency  Governor Base Agency  Governor
ACTIVITY SUMMARY FY 1996 FY 1997 Level Plan Recomm. Level Plan Recomm.
EXPENDITURES:
DETAIL BY CATEGORY:

STATE OPERATIONS:

PERSONAL SERVICES 710 495 548 548 548 550 550 550

OPERATING EXPENSES 205 284 284 284 284 284 284 284

SUBTOTAL STATE OPERATIONS 915 779 832 832 832 834 834 834

PAYMENTS TO INDIVIDUALS 2

LOCAL ASSISTANCE 21,713 15,986 15,949 15,949 15,949 15,949 15,949 15,949
TOTAL EXPENDITURES 22,630 16,765 16,781 16,781 16,781 16,783 16,783 16,783
EXPENDITURES BY FUND:

DIRECT APPROPRIATIONS:

GENERAL 1,861 1,862 1,865 1,865 1,865 1,867 1,867 1,867
STATUTORY APPROPRIATIONS:

MDES FEDERAL 20,769 14,903 14,916 16,916 14,916 14,916 14,916 14,916
TOTAL EXPENDITURES 22,630 16,765 16,781 16,781 16,781 16,783 16,783 16,783
REVENUE COLLECTED:

DEDICATED:

MDES FEDERAL 20,806 14,866 14,916 14,916 14,916 14,916 14,916 14,916
TOTAL REVENUES COLLECTED 20,806 14,866 14,916 14,916 14,916 14,916 14,916 14,916
FTE BY EMPLOYMENT TYPE:

REGULAR 18.0 12.0 12.0 12.0 12.0 12.0 12.0 12.0

TEMP/SEAS/PART_TIME .8 .8 .8 .8 .8 .8 .8 .8

OVERTIME .2 .2 .2 .2 .2 .2 .2 .2
TOTAL FTE 19.0 13.0 13.0 13.0 13.0 13.0 13.0 13.0
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BUDGET ACTIVITY:  Youth Training
PROGRAM: Workforce Preparation
AGENCY: Economic Security, Department of (DES)

ACTIVITY DESCRIPTION:
JTPA TITLE IIB Summer Program

The Job Training Partnership Act (JTPA) Title IIB Summer Youth Program is targeted to
economically disadvantaged youth between the ages of 14 and 21. The program operates through the
Service Delivery Areas/Workforce Development Councils. Summer youth participants are enrolled
in community service projects that address unmet human service, public safety, environmental, and
educational needs. Programs are designed to integrate work and learning. Nearly 60% of the
participants are ages 14 to 15, and therefore, could not be employed in the private sector.

Minnesota Youth Program

The Minnesota Youth Program provides services year-round, which complements the JTPA Title IIB
program which operates in the summer months only. Young people must be between the ages of 14
and 21. The education, skill training, and support service needs of each youth are assessed and used
as the basis for designing individualized service strategies. Participants are provided with academic
enrichment which, at a minimum, counteracts the erosion of basic skills and, to the extent possible,
increases the young person's reading and math skills.

JTPA TITLE IIC Youth Training Program

The JTPA Title IIC Program provides year-round employment and training services to youth who are
basic-skills deficient, youth whose educational attainment is below grade level, pregnant or parenting
youth, youth with disabilities, homeless or ranaway youth, offenders, and school dropouts. Services
include vocational counseling, academic and vocational training, work experience, private sector
internships, and job placement assistance.

Minnesota YouthBuild

The Minnesota YouthBuild Program provides specialized training, work experience, leadership skills,
and education for youth at risk of not completing their high school education. Youth must be between
the ages of 16 and 24. A unique requirement of the program design is that work projects must result
in the expansion or improvement of residential units for homeless persons and very low-income
families; or social service, educational, or health facilities that primarily serve these populations.
Target groups include youth who are at risk of involvement with the juvenile justice system, dropouts
and potential dropouts, youth with disabilities, teen parents, and public assistance recipients.

BUDGET ISSUES:
JTPA Title IIB Summer Program

DES is expecting approximately $8.27 million will be available for the summer of 1997. An
estimated 5,250 disadvantaged youth will be served in the summer of 1997 with federal resources.

Minnesota Youth Program

Due to the supplemental funding from the Legislature, this program served approximately 6,000 youth
each year in the last biennium. Without a supplemental appropriation in 1997, service levels will drop
back to 2,000 per year.

JTPA Title IIC Youth Training Program

Nearly 40,000 economically disadvantaged youth are eligible to participate in the Title IIC Youth
Training program. Minnesota's federal resources permit DES to serve only 753 youth per year. DES
sustained a 79% reduction in federal Title IIC funding in 1995-96.

Minnesota YouthBuild

The Minnesota YouthBuild Program is currently funded at a level of $300,000 per year. All programs
are required to secure dollar-for-dollar match of state funds from local resources. This funding allows
the 9 sites to serve approximately 315 disadvantaged youth each year.

GRANTS:

The JTPA Summer Youth Program is funded under Title IIB of the Job Training Partnership Act
(PL99-496). The JTPA Youth Training Program is funded under Title IIC. The Minnesota Youth
Program is authorized under M.S. 268.31 to 268.36. The JTPA Summer Youth Program, the
Minnesota Youth Program, and the Title IIC Youth Training Program operate in all 87 counties
through the Service Delivery Areas/Workforce Development Councils and their subcontractors.

The Minnesota YouthBuild Program is authorized under M.S. 268.361 to 268.367. The YouthBuild
Program currently operates in 9 sites: The City, Inc. (Minneapolis), Bi-County CAP (Bemidji), the
Carver-Scott-Education Cooperative (Chaska), Two or More, Inc. (Minneapolis), Rural Minnesota
CEP (Detroit Lakes), City Academy (St. Paul), Arrowhead Econemic Opportunity Agency (Virginia),
Private Industry Council 5 (Willmar), and Guadalupe Area Project (St. Paul).
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1998-1999 BT ENNIAL BUDGET

(DOLLARS IN THOUSANDS)
AGENCY:  ECONOMIC SECURITY DEPT
PROGRAM: WORKFORCE PREPARATION
ACTIVITY: YOUTH TRAINING
FY 1998 FY 1999
Est. Base Agency  Governor Base Agency  Governor

ACTIVITY SUMMARY FY 1996 FY 1997 Level Plan Recomm. Level Plan Recomm.
EXPENDITURES:
DETAIL BY CATEGORY:

STATE OPERATIONS: .

PERSONAL SERVICES 154 212 144 144 144 148 148 148
OPERATING EXPENSES 56 43 22 22 22 22 22 22

SUBTOTAL STATE OPERATIONS 210 255 166 166 166 170 170 170

LOCAL ASSISTANCE 18,530 15,477 12,641 12,641 12,641 11,890 11,890 11,890
TOTAL EXPENDITURES 18,740 15,732 12,807 12,807 12,807 12,060 12,060 12,060
EXPENDITURES BY FUND:

DIRECT APPROPRIATIONS:

GENERAL 7,840 7,932 3,807 3,807 3,807 3,060 3,060 3,060
STATUTORY APPROPRIATIONS:

GENERAL 500 800

MDES FEDERAL 10,400 7,000 9,000 9,000 9,000 9,000 9,000 9,000
TOTAL EXPENDITURES 18,740 15,732 12,807 12,807 12,807 12,060 12,060 12,060 -
REVENUE COLLECTED:

DEDICATED:

GENERAL 308 749

MDES FEDERAL 10,400 7,000 9,000 9,000 9,000 9,000 9,000 9,000
TOTAL REVENUES COLLECTED 10,708 7,749 9,000 9,000 9,000 9,000 9,000 9,000
FTE BY EMPLOYMENT TYPE:

REGULAR 2.0 3.0 2.0 2.0 2.0 2.0 2.0 2.0
TEMP/SEAS/PART_TIME 6.1 6.1 6.1 6.1 6.1 6.1 6.1 6.1
TOTAL FTE 8.1 9.1 8.1 8.1 8.1 8.1 8.1 8.1
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BUDGET ACTIVITY: Youth Violence Prevention

PROGRAM:  Workforce Preparation
AGENCY: Economic Security, Department of (DES)

ACTIVITY DESCRIPTION:

Juvenile Justice Program

Minnesota's Juvenile Justice Program provides grants on a competitive basis to counties, cities, and
community-based organizations for prevention and early intervention programs targeting youth at risk
of involvement or re-involvement with the juvenile justice system. The Juvenile Justice Advisory
Committee (appointed by the Governor) awards subgrants serving youth up to 18 years of age and
their families, and provides training for youth-serving professionals. Depending upon the program,
services may be available statewide, within one or more counties, in a city. or in a neighborhood.
In 1996, Juvenile Justice grantees served over 8,600 youth and their families. At least 70% of the
youth were young people of color.

Youth Intervention Program

The Youth Intervention Program consists of 27 non-residential, community-based programs which
provide early intervention services to at-risk youth and families, addressing issues such as:
shoplifting, vandalism, theft, prostitution, arson, family problems, child abuse. truancy, and chemical
abuse. Programs deal with youth ages 8 to 17 in the context of family, school, and community.
Seventeen programs operate in the Twin Cities metropolitan area and ten programs operate in Greater
Minnesota. All programs must obtain a 2:1 funding match from their local municipalities and/or
counties. In 1996, over 10,000 at-risk youth were served through 27 community-based programs.

Minnesota City Grants Program

The goal of the City Grants Program is to develop community-based violence prevention initiatives
that take truant and at-risk youth off the streets and provide them with prevention and early
intervention services. Minneapolis, St. Paul, and Duluth were selected as the sites for demonstration
grants. Funds are used across a broad range of prevention strategies including: curfew counseling
and referral services, truancy reduction services, and pre-trial diversion. The program impacted over
48,000 youth between 7-1-94 and 6-30-95.

Bonding Initiative - Truancy and Curfew Centers

Capital improvement funds ($500,000) are available through the Request for Proposal (RFP) process
to construct 2 Truancy and Curfew Centers: one in Hennepin County and one in Ramsey County.
Establishing the centers will provide a safe, secure location for truants who are picked up by local law
enforcement agencies. Each center will act as a central point for providing assessment, intervention,
counseling, and other services. In the evening, the centers will provide services to young persons
who are picked up for violating local curfew ordinances. A portion (25%) of the funding is
earmarked for the YouthBuild Program (or other employment and training programs), providing at-
risk youth with an opportunity to learn practical job skills during the construction of a new facility or
renovation of an existing building.

BUDGET ISSUES:

Juvenile Justice Program

DES and the Juvenile Justice Advisory Committee are required to address a new federal mandate:
over-representation of minorities in Minnesota's juvenile justice system.

Youth Intervention Program

The program is currently funded at $650,000/year. A supplemental appropriation of $240,000 in
1996 resulted in the addition of 6 new programs: 3 in the metro area and 3 in Greater Minnesota.

Minnesota City Grants Program

This community-based violence prevention initiative is currently funded through 6-30-97 with a total
appropriation of $340,000.

Bonding Initiative - Truancy and Curfew Centers

In 1994, the Legislature authorized $500,000 in capital improvement funds for construction of 2
Truancy and Curfew Centers. The funds will be distributed through the RFP process.

GRANTS:

Funded under the Juvenile Justice and Delinquency Prevention Act (PL 93-415), the Juvenile Justice
Advisory Committee (appointed by the Governor) awards grants on a competitive basis to counties,
cities, and community-based organizations to support innovative strategies at the state and local level
and to respond to emerging issues.

Funding for the Youth Intervention Program is authorized under Chapter 268.30. The Youth
Intervention Program is delivered through 27 non-residential, community-based organizations which
provide early intervention services to at-risk youth and their families. Youth remain with their
families and out of correctional institutions, foster homes, and residential treatment and chemical
abuse treatment facilities.

The Minnesota City Grants Program funds a wide range of activities designed to reduce the number
of youth picked up for truancy and curfew violations and to prevent youth from becoming involved
with the juvenile justice system. In 1996, funds were targeted to the cities of Minneapolis, St. Paul,
and Duluth.

* $500,000 of capitol improvement funds was available to construct 2 Truancy and Curfew Centers.

DES used the RFP process to award funds to units of general local government.
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1998-1999 B I ENNITAL BUDGET
(DOLLARS IN THOUSANDS)

AGENCY:  ECONOMIC SECURITY DEPT
PROGRAM: WORKFORCE PREPARATION
ACTIVITY: YOUTH VIOLENCE PREVENTION

FY 1998 FY 1999
Est. Base Agency Governor Base Agency Governor
ACTIVITY SUMMARY FY 1996 FY 1997 Level Plan Recomm. Level Plan Recomm.
EXPENDITURES:
DETAIL BY CATEGORY:

STATE OPERATIONS:

PERSONAL SERVICES 169 191 195 195 195 198 198 198

OPERATING EXPENSES 53 59 49 49 49 49 49 49

SUBTOTAL STATE OPERATIONS 222 250 244 244 244 247 247 247

LOCAL ASSISTANCE 2,060 3,023 2,435 2,435 2,435 2,440 2,440 2,440
TOTAL EXPENDITURES 2,282 3,273 2,679 2,679 2,679 2,687 2,687 2,687
EXPENDITURES BY FUND:

DIRECT APPROPRIATIONS:

GENERAL 728 1,308 730 730 730 732 732 732
STATUTORY APPROPRIATIONS:

MDES FEDERAL 1,554 1,965 1,949 1,949 1,949 1,955 1,955 1,955
TOTAL EXPENDITURES 2,282 3,273 2,679 2,679 2,679 2,687 2,687 2,687
REVENUE COLLECTED:

DEDICATED:

MDES FEDERAL 1,576 1,945 1,949 1,949 1,949 1,955 1,955 1,955
TOTAL REVENUES COLLECTED 1,574 1,945 1,949 1,949 1,949 1,955 1,955 1,955
FTE BY EMPLOYMENT TYPE:

REGULAR 2.6 3.1 3.1 3.1 3.1 3.1 3.1 3.1
TOTAL FTE 2.6 3.1 3.1 3.1 3.1 3.1 3.1 3.1
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BUDGET ACTIVITY:  Welfare-to-Work
PROGRAM:  Workforce Preparation
AGENCY:  Economic Security, Department of (DES)

ACTIVITY DESCRIPTION:

Currently, DES, in coordination with the Minnesota Department of Human Services (DHS), is
responsible for managing the Success Through Reaching Individual Development and Employment
(STRIDE) and the Food Stamp Employment and Training (FSET) programs.

The programs are operated by Local Service Units. DES will review and approve annual plans to
guarantee that programs deliver promised services and also meet state and federal requirements. Staff
will provide oversight and evaluation functions to ensure program goals and objectives are met and
appropriate funds are used as intended. Technical assistance will be provided to improve effectiveness
and efficiency.

DES is responsible for establishing and maintaining reporting systems; drafting rules and bulletins;
developing monitoring guides; overseeing special projects; establishing certification standards;
certifying and decertifying service providers; and providing technical assistance, training, and public
information to promote awareness of services.

With the passage of the Personal Responsibility and Work Opportunity Reconciliation Act of 1996,
DES looks forward to continuing its partnership with DHS to manage future welfare-to-work
programs as designed by the Legislature. These programs include, but are not limited to, Temporary
Assistance to Needy Families (TANF) and FSET for cash assistance and non-cash assistance
recipients.

BUDGET ISSUES:

Although DES provides employment-related services to recipients through a cooperative agreement
with DHS, DHS is responsible for the programs and will present material and information on funding
in its biennial budget presentation. Coordination of funding is necessary in order for the programs
to continue to develop and provide the services necessary for recipients to become self-sufficient.

GRANTS:

Grant awards for the state's "Special Projects to Reduce AFDC Dependency” program were created
by the 1987 Legislature, M.S. 256.7365. The intent of the special projects is to support innovative
programs and to test different approaches to solving the long-term welfare problem. Funding is
awarded on a competitive basis through a review process managed by DES. Grants are awarded by
DES, DHS, and MnSCU.
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1998-1999 B I ENNIAL BUDGET

(DOLLARS [N THOUSANDS)
AGENCY: ECONOMIC SECURITY DEPT
PROGRAM: WORKFORCE PREPARATION
ACTIVITY: WELFARE TO WORK SERVICES
FY 1998 FY 1999
. Est. Base Agency  Governor Base Agency  Governor

ACTIVITY SUMMARY FY 1996 FY 1997 Level Plan Recomm. Level Plan Recomm.
EXPENDITURES:
DETAIL BY CATEGORY:

STATE OPERATIONS:

PERSONAL SERVICES 581 577 582 582 582 587 587 587
OPERATING EXPENSES 86 68 68 68 68 68 68 68

SUBTOTAL STATE OPERATIONS 667 645 650 650 650 655 655 655

LOCAL ASSISTANCE 131 1,089 731 731 731 731 731 731
TOTAL EXPENDITURES 798 1,734 1,381 1,381 1,381 1,386 1,386 1,386
EXPENDITURES BY FUND:
DIRECT APPROPRIATIONS:

GENERAL 5 5 5 10 10 10
STATUTORY APPROPRIATIONS:

GENERAL 429 1,015 657 657 657 657 657 657
MDES FEDERAL 369 719 719 719 719 719 719 719
TOTAL EXPENDITURES 798 1,734 1,381 1,381 1,381 1,386 1,386 1,386
REVENUE COLLECTED:
DEDICATED:

GENERAL 709 657 657 657 657 657 657 657
MDES FEDERAL 369 719 719 719 719 719 719 719
TOTAL REVENUES COLLECTED 1,078 1,376 1,376 1,376 1,376 1,376 1,376 1,376
FTE BY EMPLOYMENT TYPE:

REGULAR 12.6 12.6 12.6 12.6 12.6 12.6 12.6 12.6
TOTAL FTE 12.6 12.6 12.6 12.6 12.6 12.6 12.6 12.6
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BUDGET ACTIVITY Dislocated Worker
PROGRAM Workforce Preparation
AGENCY:  Economic Security, Department of (DES)

ACTIVITY DESCRIPTION:

The federal Job Training Partnership Act (JTPA), Title IIl - Economic Dislocation and Worker
Adjustment Assistance Act (EDWAA) and Minnesota's Dislocated Worker Program are funded by
a surtax on the unemployment insurance tax. They provide employment and training services to
persons unemployed as a result of plant closures, permanent mass layoffs, skill obsolescence,
technological change, international trade, and other economic disruptions. Among the specific
services are: "basic readjustment” which includes development of individual readjustment plans, job
or career counseling, educational attainment and job skill testing and assessment, job search and
placement assistance, job development, support services (e.g., daycare and commuting assistance),
and relocation assistance; and those classified as "retraining” which includes classroom training,
occupational skills training, on-the-job training, out-of-area job search, relocation, basic and remedial
education, literacy and English as a second language, and entrepreneurial training.

In addition to the annual allocation of federal funds, Minnesota may receive awards of federal
EDWAA discretionary grants to provide employment and training services in response to major plant
closings and substantial layoffs.

The primary goals and objectives of EDWAA and the state program are to assist employers so that
they have skilled applicants for available job openings and to assist workers to adjust to the
dislocation, acquire new job or occupation skills, and find suitable new employment in demand
occupations in stable and growing industries. The program is designed to intervene early in a
worker's dislocation to assist in the transition to suitable new employment prior to the necessity for
seeking and becoming dependent on public assistance.

The state program may, on a limited basis, provide skills training to workers at risk of losing their
jobs and to provide dislocated workers with skills training targeted to specific employers and
industries.

BUDGET ISSUES:

Federal JTPA funding for Dislocated Worker programs has decreased dramatically over the last two
years. The total federal funds available for 1996 are 36% less than 1994. During this same time
period, there has been a 7% increase in state funding. This represents a 6.5% combined federal/state
decrease in funding for dislocated worker services. At the same time, there has been an increase in
the cost of services for dislocated workers, due primarily to increases in tuition, books, and supplies.
Overall, this has led to a 12% reduction in the number of dislocated workers served by these
programs.

GRANTS:

As governed by federal law, allocation of the state's EDWAA formula allocated fund is 50% to 11
substate grantees by formula; 10% reserved for substate grantees to be disbursed on the basis of need;
and the remaining 40% reserved by the governor for state administration, rapid response activities,
and provision of employment and training assistance responsive to specific dislocation events.

State dislocated worker funds as directed in law are to be used for state administration (5% of .
available funds); allocation to substate grantees (40% of the remaining available funds); and allocation
to eligible organizations with demonstrated performance on the basis of an RFP to address specific
worker dislocation events, such as plant closings or mass layoffs, statewide activities, regional
dislocations, and industry-wide projects (60% of the remaining available funds). Up to 5% of the
state funds can be used to serve workers at risk of lay off and for skill training targeted to specific
employers and industries.
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(DOLLARS IN THOUSANDS)
AGENCY : ECONOMIC SECURITY DEPT
PROGRAM: WORKFORCE PREPARATION
ACTIVITY: DISLOCATED WORKER
FY 1998 FY 1999
Est. Base Agency Governor Base Agency  Governor

ACTIVITY SUMMARY FY 1996 FY 1997 Level Plan Recomm. Level Plan Recomm.
EXPENDITURES:

DETAIL BY CATEGORY:

STATE OPERATIONS:

PERSONAL SERVICES 2,304 2,469 2,521 2,521 2,521 2,573 2,573 2,573
OPERATING EXPENSES 469 488 488 488 488 488 488 488
SUBTOTAL STATE OPERATIONS 2,773 2,957 3,009 3,009 3,009 3,061 3,061 3,061
PAYMENTS TO INDIVIDUALS 916

LOCAL ASSISTANCE 23,409 37,400 35,277 35,277 28,777 35,725 35,725 29,225
TOTAL EXPENDITURES 27,098 40,357 38,286 38,286 31,786 38,786 38,786 32,286
GOV’S INITIATIVES: FUND

(B) TRANSFER TO GENERAL FUND SR <6,500> <6,500>
TOTAL GOV’S INITIATIVES <6,500> <6,500>
EXPENDITURES BY FUND:

DIRECT APPROPRIATIONS:

GENERAL 25 635 636 636 636 636 636 636
STATUTORY APPROPRIATIONS:

SPECIAL REVENUE 17,673 28,720 26,650 26,650 20,150 27,150 27,150 20,650
MDES FEDERAL 9,400 11,002 11,000 11,000 11,000 11,000 11,000 11,000
TOTAL EXPENDITURES 27,098 40,357 38,286 38,286 31,786 38,786 38,786 32,286
REVENUE COLLECTED:

DEDICATED:

SPECIAL REVENUE 28,596 26,050 26,650 26,650 26,650 27,150 27,150 27,150
MDES FEDERAL 9,602 11,000 11,000 11,000 11,000 11,000 11,000 11,000
TOTAL REVENUES COLLECTED 37,998 37,050 37,650 37,650 37,650 38,150 38,150 38,150
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1998-1999 BT ENNIAL BUDGET
(DOLLARS IN THOUSANDS)

AGENCY:  ECONOMIC SECURITY DEPT
PROGRAM: WORKFORCE PREPARATION
ACTIVITY: DISLOCATED WORKER

FY 1998 FY 1999
est. Base  Agency Governor Base  Agency Governor
ACTIVITY SUMMARY FY 1996 FY 1997 Level Plan Recomm. Level Plan Recomm.
FTE BY EMPLOYMENT TYPE:
-F;!-EESL-Jl..I-u; --------------- 18.5 21.5 21.0 21.0 21.0 21.0 21.0 21.0
;(—);;[-;;; “"“;5:; ------ i;-; 21.0 21.0 - 21.0 21.0 21.0 21.0
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F.Y. 1998-99 BUDGET INITIATIVE

AGENCY:  Economic Security, Department of (DES)
PROGRAM:  Workforce Preparation
ACTIVITY: Dislocated Worker
ITEM TITLE: Transfer to General Fund
1998-99 Biennium 2000-01 Biennium
E.Y. 1998 F.Y. 1999 E.Y. 2000 F.Y. 2001
Expenditures: ($000s)
Special Revenue Fund
- State Operations $-0- $-0- $-0- . $-0-
- Grants $(6,500) $(6.500) $(6.500) $(6.500)
Transfer Between Funds:(3000s)
General Fund $6.500 $6.500 $6.500 $6.500
Special Revenue Fund $(6,500) $(6.500) $(6.500) $(6.500)

Statutory Change? Yes_X _ No

If yes, statutes(s) affected: M.S. 268

GOVERNOR'’S RECOMMENDATION:

The Govemnor recommends that funds be transferred from the Dislocated Worker Fund to the General
Fund on a continuing basis at $6,500,000 a year.

RATIONALE:

For the F.Y. 1996-97 biennium, the Legislature transferred $3.000.000 each year from the Dislocated
Worker Fund to the General Fund. The Governor recommends continuing this transfer in the F.Y.
1998-99 biennium. The Governor recommends an additional $3.500.000 be transferred each year for
important initiatives and programs that benefit dislocated workers
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F.Y. 1998-99 BUDGET INITIATIVE

AGENCY:  Economic Security, Department of (DES
PROGRAM:  Workforce Preparation
ACTIVITY: Dislocated Worker

ITEMTITLE: Expand Use of Dislocated Worker Fund to MCHA Assistance

1998-99 Biennium 2000-01 Biennium

E.Y. 1998 F.Y. 1999 E.Y. 2000 E.Y. 2001
Expenditures: ($000s)
General Fund
- State Operations $-0- $-0- $-0- $-0-
- Grants $(8,000) $(8.000) $(8.000) $(8.000)
Revenues: ($000s)
General Fund $-0- $-0- $-0- $-0-

Statutory Change? Yes _X No
If yes, statutes(s) affected: M.S. 268

GOVERNOR'’S RECOMMENDATION:

The Governor recommends $8,000,000 each year be reserved in the Dislocated Worker Fund to pay
a share of the health care costs of individuals covered by the Minnesota Comprehensive Health
Association (MCHA). This provides health insurance coverage for persons with chronic health-
problems who are unable to obtain private health insurance in Minnesota. including many dislocated
workers.

RATIONALE:

The Dislocated Worker Fund was created in 1991 to assist large numbers of workers laid off by a
single plant closing or significant downsizing in communities where the likelihood for rapid
reemployment was highly improbable. In 1997, Minnesota's robust economy has improved
substantially to the point that, for the first time in many years, no economic region or industry in
Minnesota is experiencing severe hardship. The frequency and severity of plant closings has been
somewhat mitigated, and the demand for truly emergency assistance has been reduced During the
same period, the financial needs for dislocated workers have evolved to include many issues,
particularly continued health insurance.

MCHA is the state’s high risk pool for persons who are uninsurable such as those people with chronic
health conditions, which includes many dislocated workers. The program currently has expenses of
$90 million per year. 52% of the total funding is from premiums paid by those in the program with
the remaining 48% made up from an assessment on the insured health plan market. State employers
who chose to self insure avoid the MCHA assessment, even though employees and former employees
of self insured companies are eligible for MCHA. Having MCHA enrollees that have lefl an employer
that does not contribute to the assessment points to the need to make changes to the funding source.

The Dislocated Worker Fund equitably assesses a payroll tax on all employers including those self
insured employers avoiding MCHA assessments. Using Dislocated Worker Funds to help finance
MCHA coverage for employees and former employees of self insured employers is a method of more
equitably distributing a portion of these MCHA costs.
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1998-99 Biennial Budget

PROGRAM: Workforce Exchange
AGENCY: Economic Security, Department of (DES)

PROGRAM DESCRIPTION:

The Workforce Exchange Program provides an array of special programs to address the needs of
employers seeking qualified applicants and individuals seeking assistance in obtaining employment.
The primary programs are the federally funded Job Service (JS), a nationwide labor exchange which
matches job seekers with employers at no cost to either; and the Reemployment Insurance (RI)
program which provides temporary economic relief through payment of benefits to assist persons in
minimizing the economic and social impact of unemployment. Other programs include the federally
funded Veterans Programs which provide placement service for veterans; the Labor Market
Information System which supports state and local economic development strategies; employment and
training program planning and vocational counseling; and Disability Determination Services which
provides decisions regarding the award or denial of Social Security benefits.

PROGRAM STATUS:

Workforce Exchange operates a variety of programs intended to address the employment needs of
Minnesota. Included is the JS, Veterans Employment Programs, training referrals, and other
programs funded primarily through federal grants.

Recent improvements in economic conditions have improved employment outlooks for those
employers and applicants with previous attachment to the labor market. Those same improving
conditions have led to an increase in client groups who are dislocated due to technological changes
in the workplace and industry downsizing to become more competitive. Those job seekers are more
difficult to place and need more aggressive involvement with JS programs.

Employers also need access to workers with updated skills who are productive in a more technical
work environment.

These resources, service providers, DES, partners, and customers have been brought together in the
Workforce Center System, to be the action focus for all employers and job seekers in Minnesota.

RI has also responded to this change in focus, from a simple benefit system to an entry point for JS/RI
service. While providing needed economic support, RI also serves as the gateway to the wide variety
of services within the Employment and Training System. Claims load is expected to remain at current
levels.

PLANNED RESULTS:

The agency budget plan will allow the reported performance measures from the 1996 Annual Report
to be accomplished as follows:

The number of listed openings in target occupations and industries will be increased by 10%. This
is to be accomplished by identifying those occupations and industries which can contribute to the
increased economic strength of the state, efforts to more completely profile those needs, and the
workplace resources to meet those needs. More intensive marketing of services. communication with
employers and workforce components, technology, and tools for field staff to meet the needs of
customers are needed. Proposals for additional federal funds have been made to further this goal.

Easier entry to agency services and a more intensive "case work" type approach to recipients of RI
benefits will ensure progress on the goal of reducing the average length of unemployment. A longer-
term result may also be a reduction of the frequency that recipients may need RI services.

The objective of reducing blocked claims will benefit employers with better communication and

understanding of the system, input into the mechanics of the RI system, and benefit recipients by
faster, more accurate benefit determination and payment.

BUDGET AND REVENUE SUMMARY:
Administrative funds for JS/RI are federal appropriations within the Wagner-Peyser Act, Title IV of

the Social Security Act and various other federal sources. A one-shot General Fund appropriation
for the Workforce Center infrastructure was included in 1996.

GOVERNOR’S RECOMMENDATION:
The Governor concurs with the agency’s plan, with the following adjustment:

The Governor recommends that $3,000,000 for the biennium be added to the agency plan for the
Minnesota Workforce Center initiative to better serve employers and job seekers.
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AGENCY:

ECONOMIC SECURITY DEPT
PROGRAM: WORKFORCE EXCHANGE

1998-1999 BI ENNIAL BUDGET

(DOLLARS IN THOUSANDS)

FY 1998 FY 1999
Est. Base Agency Governor Base Agency  Governor

ACTIVITY RESOURCE ALLOCATION: FY 1996 FY 1997 Level Plan Recomm. Level Plan Recomm.
WORKFORCE EMPLOYMENT EXCHANGE 29,434 29,261 28,463 28,463 30,063 26,063 26,063 27,463
REEMPLOYMENT INSURANCE 34,789 36,703 36,693 36,693 36,693 36,693 36,693 36,693
DISABILITY DETERMINATION 13,303 14,168 15,551 15,551 15,551 15,551 15,551 15,551
TOTAL EXPENDITURES BY ACTIVITY 77,526 80,132 80,707 80,707 82,307 78,307 78,307 79,707
GOV’S INITIATIVES: FUND

(B) WORKFORCE CENTER SYSTEM GEN 1,600 1,400
TOTAL GOV’S INITIATIVES 1,600 1,400
EXPENDITURES BY FUND:

DIRECT APPROPRIATIONS:

GENERAL 500 1,600 1,400
STATUTORY APPROPRIATIONS:

GENERAL 134 315

SPECIAL REVENUE 2,539 2,509 2,500 2,500 2,500 2,500 2,500 2,500
MDES FEDERAL 74,853 76,808 78,207 78,207 78,207 75,807 75,807 75,807
TOTAL EXPENDITURES 77,526 80,132 80,707 80,707 82,307 78,307 78,307 79,707
FTE BY EMPLOYMENT TYPE:

REGULAR 1,197.6 1,185.4 1,183.4 1,183.4 1,188.4 1,158.4 1,158.4 1,163.4

TEMP/SEAS/PART_TIME 23.1 23.2 23.2 23.2 23.2 23.2 23.2 23.2

OVERTIME 7.6 7.6 7.6 7.6 7.6 7.6 7.6 7.6
TOTAL FTE 1,228.3 1,216.2 1,214.2 1,214.2 1,219.2 1,189.2 1,189.2 1,194.2
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1998-99 Biennial Budget

BUDGET ACTIVITY:  Workforce Employment Exchange
PROGRAM:  Workforce Exchange
AGENCY: Economic Security, Department of (DES)

ACTIVITY DESCRIPTION:

The Workforce Exchange activity provides the public with a variety of federally funded job
placement, counseling, and related employment services. The majority of these services are designed
to assist qualified individuals to obtain unsubsidized employment. In addition, extensive services are
provided to employers to meet their need for qualified workers. The placement of individuals in
employment is central to the goal that people thrown into temporary economic hardship will regain
their independence. Efforts are currently underway to streamline and simplify the training and job-
seeking efforts of unemployed individuals. Concentrating the services available in a single location
is a key factor in terms of cost-efficient, customer-friendly program administration.

BUDGET ISSUES:

Many individuals seeking employment assistance through Job Service (JS) have been permanently
dislocated from their previous employment. While many individuals have marketable skills, some
need retraining for different occupations or need skills enhancement. Regular JS funds are inadequate
to support this type of intensive service to job seekers. Consequently, JS often refers individuals in
need of such services to local, federal, and state-funded entities which have such funds available. JS
has requested special funding from the U.S. Department of Labor to redesign the way it does
business. This redesign would allow Minnesota to conform to the federal redesign of the employment
and training system.
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1998-1999 B I ENNTAL BUDGET
(DOLLARS IN THOUSANDS)

AGENCY:  ECONOMIC SECURITY DEPT
PROGRAM: WORKFORCE EXCHANGE
ACTIVITY: WORKFORCE EMPLOYMENT EXCHANGE

FY 1998 FY 1999
Est. Base Agency  Governor Base Agency Governor

ACTIVITY SUMMARY FY 1996 FY 1997 Level Plan Recomm. Level Plan Recomm.
EXPENDITURES:

DETAIL BY CATEGORY:

STATE OPERATIONS:

PERSONAL SERVICES 17,611 16,4631 ' 16,352 16,352 16,652 15,352 15,352 15,652
OPERATING EXPENSES 10,461 11,127 10,563 10,563 11,863 9,193 9,193 10,293

SUBTOTAL STATE OPERATIONS 28,072 27,558 26,915 26,915 28,515 24,545 24,545 25,945

PAYMENTS TO INDIVIDUALS 1,362 1,548 1,548 1,548 1,548 1,518 1,518 1,518

LOCAL ASSISTANCE 155

TOTAL EXPENDITURES 29,434 29,261 28,463 28,463 30,063 26,063 26,063 27,463
GOV’S INITIATIVES: FUND

(B) WORKFORCE CENTER SYSTEM GEN 1,600 1,400
TOTAL GOV’S INITIATIVES 1,600 1,400
EXPENDITURES BY FUND:
DIRECT APPROPRIATIONS:

GENERAL 500 1,600 1,400
STATUTORY APPROPRIATIONS:

GENERAL 134 315

SPECIAL REVENUE 2,539 2,509 2,500 2,500 2,500 2,500 2,500 2,500
MDES FEDERAL 26,761 25,937 25,963 25,963 25,963 23,563 23,563 23,563
TOTAL EXPENDITURES 29,634 29,261 - 28,463 28,463 30,063 26,063 26,063 27,463
REVENUE COLLECTED:
DEDICATED:

GENERAL 449

SPECIAL REVENUE 2,946 2,500 2,400 2,400 2,400 2,500 2,500 2,500
MDES FEDERAL 26,978 25,720 25,963 25,963 25,963 23,563 23,563 23,563
TOTAL REVENUES COLLECTED 30,373 28,220 28,363 28,363 28,363 26,063 26,063 26,063

PAGE E-111



AGENCY:  ECONOMIC SECURITY DEPT
PROGRAM: WORKFORCE EXCHANGE
ACTIVITY: WORKFORCE EMPLOYMENT EXCHANGE

ACTIVITY SUMMARY

FY 1996

FTE BY EMPLOYMENT TYPE:
REGULAR
TEMP/SEAS/PART_TIME
OVERTIME

TOTAL FTE

1998-1999 B I ENNI AL BUDGET
(DOLLARS IN THOUSANDS)

PAGE E-112

FY 1998 FY 1999
Est. Base Agency Base Agency  Governor
FY 1997 Level plan Level Plan Recomm.
429.9 402.9 400.9 400.9 375.9 375.9 380.9
10.5 10.6 10.6 10.6 10.6 10.6 10.6
1.1 1.1 1.1 1.1 1.1 1.1 1.1
441.5 414.6 412.6 412.6 387.6 387.6 392.6



F.Y. 1998-99 BUDGET INITIATIVE

AGENCY: Economic Security, Department of (DES)
PROGRAM: Workforce Exchange
ACTIVITY:  Workforce Employment Exchange
ITEM TITLE: Workforce Center System

1998-99 Biennium

2000-01 Biennium

F.Y. 1998 F.Y. 1999 F.Y. 2000 F.Y. 2001
Expenditures: ($000s)
General Fund
- State Operations $1,600 $1,400 $-0- $-0-
Revenues: ($000s) ’
General Fund $-0- $-0- $-0- $-0-

Statutory Change? Yes No _X
If yes, statutes(s) affected:

GOVERNOR’S RECOMMENDATION:

The Governor recommends $3 million in F.Y. 1998-99 to supplement the federal "one-stop™ initiative.
This grant integrates local employment and training agencies into approximately 50 workforce centers.
State support and commitment are integral components of the federal grant.

RATIONALE:

The Minnesota Workforce Center system (MWCs) is a partnership of entities and programs that
include, minimally, the local delivery systems for all DES programs: Job Services, Reemployment
Insurance, Jobs and Training Partnership Act (JPTA) programs, Rehabilitation Services, State
Services for the Blind, anti-poverty programs, veteran programs and others. Also participating will
be other community-based organizations: non-profit groups, the employer community, the Minnesota
State Colleges and University System (including the community and technical colleges), plus state,
county and local health, education and service providers.

MWTCs are "one-stop” offices where the employment and training needs of employers and job seckers
are met. The centers aim to be responsive, accessible, integrated and customer-friendly. The system
is an integral part of the state’s work-to-work, welfare-to-work and school-to-work initiatves. Proper
workforce exchange is also essential for our state’s continued economic development.

PROGRAM OUTCOMES:

The service, delivery and high quality products provided through the Workforce Center system will
create a seamless system for those customers seeking employment and training services and for those
looking for qualified, skilled employees. The centers are designed to be customer-focused and
outcome-driven.

LONG-TERM IMPACT:

Expanded and enhanced new workforce exchange services will result in more efficient means of
delivering employment, training, community, and Rehabilitation services throughout the state.
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1998-99 Biennial Budget

BUDGET ACTIVITY:  Reemployment Insurance
PROGRAM: Workforce Exchange
AGENCY: Economic Security, Department of (DES)

ACTIVITY DESCRIPTION:

Reemployment Insurance (RI) provides economic relief through payment of benefits to minimize the
personal, economic, and social impact of unemployment.

The RI Program encompasses the following activities:

B Determines the tax liability of over 100,000 employers for RI coverage, collects contributions of
over $250 million per year, audits accounts to ensure proper tax payments, and enforces the
collecting of delinquent taxes.

B Administers state and federal laws relating to RI to ensure prompt, accurate payment of benefits
to eligible claimants.

B Determines benefit entitlement and employer liabilities, and through a 2-level appellate process,
_ provides impartial due-process hearings to persons appealing DES decisions.

These activities are to provide temporary relief until claimants return to work.
BUDGET ISSUES:

The RI Program has limited flexibility due to the terms of the federal grant which provides
administrative funds for the program.

However, within the federally mandated terms of the grant, there is some flexibility. The grant
requires the activity to meet a mumber of efficiency measures. When those are not met or exceeded,
the activity may, within the dollar limits of the grant, accomplish additional enhancements. One area
of federal encouragement is the development of an RI client profiling system. The intent of
developing a unique profile for each client is to customize service in order to facilitate a return to
quality employment.

Issues which have impact on the program include the uncertainty of federal funding at the
congressional level, new federal initiatives which may or may not be funded. and the national and
state economies.
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1998-1999 BT ENNITIAL BUDGET
(DOLLARS IN THOUSANDS)

AGENCY:  ECONOMIC SECURITY DEPT
PROGRAM: WORKFORCE EXCHANGE
ACTIVITY: REEMPLOYMENT INSURANCE

FY 1998 FY 1999
Est. Base Agency  Governor Base Agency  Governor
ACTIVITY SUMMARY FY 1996 FY 1997 Level Plan Recomm. Level Plan Recomm.
EXPENDITURES:
DETAIL BY CATEGORY:

STATE OPERATIONS:

PERSONAL SERVICES 27,460 26,289 26,289 26,289 26,289 26,289 26,289 26,289

OPERATING EXPENSES 7,271 10,414 10,404 10,404 10,404 10,404 10,404 10,404

CAPITAL OUTLAY 20 -

SUBTOTAL STATE OPERATIONS 34,751 36,703 36,693 36,693 36,693 36,693 36,693 36,693

PAYMENTS TO INDIVIDUALS 1

OTHER EXPENSES 37
TOTAL EXPENDITURES 34,789 36,703 36,693 36,693 36,693 36,693 36,693 36,693
EXPENDITURES BY FUND:

STATUTORY APPROPRIATIONS:

MDES FEDERAL 34,789 36,703 36,693 36,693 36,693 36,693 36,693 36,693
TOTAL EXPENDITURES 34,789 36,703 36,693 36,693 36,693 36,693 36,693 36,693
REVENUE COLLECTED:

DEDICATED:

MDES FEDERAL 34,799 36,693 36,693 36,693 36,693 36,693 36,693 36,693
TOTAL REVENUES COLLECTED 34,799 36,693 36,693 36,693 36,693 36,693 36,693 36,693
FTE BY EMPLOYMENT TYPE:

REGULAR 633.4 633.4 633.4 633.4 633.4 633.4 633.4 633.4

TEMP/SEAS/PART_TIME 10.7 10.7 10.7 10.7 10.7 10.7 10.7 10.7

OVERTIME 3.5 3.5 3.5 3.5 3.5 3.5 3.5 3.5
TOTAL FTE 647.6 647.6 647.6 647.6 647.6 647.6 647.6 647 .6
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1998-99 Biennial Budget

BUDGET ACTIVITY:  Disability Determination

PROGRAM:  Workforce Exchange
AGENCY: Economic Security, Department of (DES)

ACTIVITY DESCRIPTION:

In accordance with Social Security Administration (SSA) regulations, the purpose of the Disability
Determination Services (DDS) is to determine if Minnesotans who are claiming disability under Social
- Security Disability meet the disability criteria to qualify for benefits.

Supplemental Security Income (SSI) disability payments were received by 50,926 Minnesota
residents of limited income and resources in 1995. Monthly SSI payments of $20.7 million were
made to Minnesota households with children, or adults, with disabilities.

In addition to the SSI disability payments, 58,160 workers received Social Security Disability
Insurance (SSDI) payments in Minnesota in 1995. Payments to these workers and their
dependents totaled $40.7 million each month.

Approximately 30% of the above-noted recipients draw benefits under both SSI and SSDI.
DDS also refers those individuals who may benefit from services of other programs. such as to

Vocational Rehabilitation and Services for the Blind. In 1995, DDS made 4,697 referrals to
rehabilitation agencies.

BUDGET ISSUES:

The major issue in the next 2 years is to manage resources in an efficient, cost-effective manner
during austere budgetary times and changing program priorities. Legislated program changes and
welfare reform will create workloads beyond normal application rates, accelerating demands on staff
and resources.

In DDS’ effort to stay productive and efficient, the plan is to continue an automation project that
will not only allow DDS to have a personal computer on each employee’s desk and to connect
these computers through a local area network, but also allow DDS to automate every aspect of
the disability process, give software tools to the staff, and give staff access to the federal SSA
computer system.

Medical costs for purchasing consultative examinations (CEs) for claimants and for purchasing
medical evidence of record (MER) will continue to increase. Minnesota will try to contain these
costs by keeping the number of CEs down by ordering exams on disability applicants more
carefully and with supervisory and medical staff review and advice.

In the next 2 years, DDS will face the challenge of re-adjudicating a large number of claims as
the result of federal legislative reform involving claims in which drug addiction or alcoholism is
involved. While the number of cases is not precise, the workload could involve up to 4,000
individuals over the next year. DDS will also need to re-adjudicate 3.444 children’s cases as a
result of welfare reform. DDS will monitor these workloads carefully and work with SSA on
resulting costs. For special workloads, SSA will often give additional funding 1o DDS to
accomplish those workloads which exceed expectations.
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1998-1999 B I ENNIAL BUDGET

(DOLLARS IN THOUSANDS)

AGENCY:  ECONOMIC SECURITY DEPT
PROGRAM: WORKFORCE EXCHANGE
ACTIVITY: DISABILITY DETERMINATION
FY 1998 FY 1999

Est. Base Agency  Governor Base Agency  Governor
ACTIVITY SUMMARY FY 1996 FY 1997 Level Plan Recomm. Level Plan Recomm.
EXPENDITURES:
DETAIL BY CATEGORY:

STATE OPERATIONS:

PERSONAL SERVICES 6,355 6,560 6,975 6,975 6,975 6,975 6,975 6,975

OPERATING EXPENSES 2,839 3,458 3,616 3,616 3,616 3,616 3,616 3,616

SUBTOTAL STATE OPERATIONS 9,194 10,018 10,591 10,591 10,591 10,591 10,591 10,591

PAYMENTS TO INDIVIDUALS 4,109 4,150 4,960 4,960 4,960 4,960 4,960 4,960
TOTAL EXPENDITURES 13,303 14,168 15,551 15,551 15,551 15,551 15,551 15,551
EXPENDITURES BY FUND:

STATUTORY APPROPRIATIONS:

MDES FEDERAL 13,303 14,168 15,551 15,551 15,551 15,551 15,551 15,551
TOTAL EXPENDITURES 13,303 14,168 15,551 15,551 15,551 15,551 15,551 15,551
REVENUE COLLECTED:

DEDICATED:

MDES FEDERAL 13,425 14,046 15,551 15,551 15,551 15,551 15,551 15,551
TOTAL REVENUES COLLECTED 13,425 164,046 15,551 15,551 15,551 15,551 15,551 15,551
FTE BY EMPLOYMENT TYPE:

REGULAR 134.3 149.1 149.1 149.1 149.1 149.1 149.1 149.1

TEMP/SEAS/PART_TIME 1.9 1.9 1.9 1.9 1.9 1.9 1.9 1.9

OVERTIME 3.0 3.0 3.0 3.0 3.0 3.0 3.0 3.0
TOTAL FTE 139.2 154.0 154.0 154.0 154.0 154.0 154.0 154.0
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1998-99 Biennial Budget

PROGRAM: Workforce Rehabilitation Services
AGENCY: Economic Security, Department of (DES)

PROGRAM DESCRIPTION:

Workforce Rehabilitation Services (RS) assists people with disabilities to secure and maintain
employment in their communities and to live independently in their homes. Priority for services
is given to people with severe disabilities. The issues associated with this program’s activities
are:

In 1994, the national unemployment rate for people with disabilities declined from 77% to 74%
as a result of the Americans with Disabilities Act (ADA)[Source: Census Bureau Survey of
Income Program and Participation, 1996]. RS has played a significant role in reducing this
unemployment rate by: 1) providing employers with a highly qualified pool of applicants; and
2) assisting employers to understand employment-related disability issues and their responsibili-
ties under the ADA. However, RS’ ability to further impact on this unacceptably high
unemployment rate has been impeded by RS’ need to restrict services to people with serious
limitations in at least one functional area. The Vocational Rehabilitation (VR) activity does not
have sufficient resources to serve all people with disabilities.

The Independent Living (IL) activity empowers people with disabilities to live in their homes
and communities with greater independence. IL services are available to a limited number of
Minnesotans through the 8 centers for Independent Living. The VR activity also provides
limited independent living services. Services are not available statewide due to budget
restraints.

A statewide network of 28 public and private non-profit community rehabilitation programs,
funded in part from the Extended Employment (EE) activity, provides employment
opportunities for over 7,500 people with severe disabilities who need ongoing supports to
participate in the Minnesota workforce. These employees fill gaps in the local labor markets
and thus enhance the economic development of the state. Large numbers of persons with
Serious and Persistent Mental Illness (SPMI) and Traumatic Brain Injury (TBI) who want to
work do not have employment assistance or ongoing support. Strategies need to be developed
that will make possible the full participation of Minnesotans with severe disabilities in the state's
workforce.

PROGRAM STATUS: o )
recent study conducted by VR indicates that 85% of the consumers were satisfied or very
satisfied with the overall quality of the services received. To maintain and enhance quality

services that are responsive to the needs of people with disabilities, a mechanism must be in
place to allow consumer input into the management and future directions of the program. The
State Rehabilitation Advisory Council (SRAC) for VR and the State Independent Living Council
(SILC) for IL have been established to provide people with disabilities the opportunity to provide
input into program policy-making and service delivery. The duties of the councils are
prescribed in law, and the members are appointed by the governor.

RS is a full and active partner in the development of the Workforce Centers. To improve
program access, VR is moving its field offices into the Workforce Centers. The VR activity has
been reorganized to commit more resources to direct consumer services and to refocus those
services toward individuals with severe disabilities in accordance with the Rehabilitation Act

Amendments of 1992. It has become necessary to restrict services to people with severe
disabilities who have at least one serious functional limitation and to require:consumer financial
participation in the cost of some services to offset the effects of inflation.

The IL activity is developing a strategic planning process to address how to provide the
maximum level of consumer services within the current budget. Issues include how to continue
to meet the needs as the number of consumers increase, how to implement new federal
mandates in a cost-effective manner, and how to develop a more efficient and streamlined
management system.

A key EE objective is completing the programmatic and administrative reforms that address past
administrative issues and improve system performance. The 1995 Legislature enacted a new
EE statute and established a timetable for completion of past EE audits. The 1996 legislation
funded a mediation settlement agreement that closed EE audit appeals from 1991-93 and
simplified audits for 1994-95. EE is implementing the 1995 and 1996 legislation, streamlining
current administrative procedures, and promulgating a new, simplified funding rule for 1998.
In addition, EE is seeking administrative funds to fully implement a monitoring program.

PLANNED RESULTS:
The agency budget plan will facilitate the accomplishment of related performance objectives,
identified in the 1996 Annual Performance Report, as follows:

The VR activity will continue to focus on increasing the number of placements. The activity
will achieve a 5% increase over the next biennium through continued focused efforts to provide
quality counseling services and to work with employers. VR will also maintain its high level of
consumer satisfaction (85% of active consumers are satisfied or very satisfied with services) by
focusing on continual self improvement.

The IL activity will maintain the current level of productivity. Significant portions of the state
will continue to remain unserved because funding is not adequate to provide a statewide network
of Centers that serve all counties.

A new funding rule and administrative structure for the EE activity will be in place for 1998.
Over the next biennium, this new program structure will increase opportunities available to EE
workers to work in integrated community settings.

BUDGET AND REVENUE SUMMARY:
VR has maximized state match to earn federal dollars by committing all state VR funds, and

those portions of the IL and EE state funds that meet federal requirements, as state match for
federal VR dollars. If additional federal dollars are made available, MDES may be limited as

to how much can be accessed.

Statewide services cannot be provided at current funding levels for the IL activity. Welfare
reform and other federal changes threaten the level of funding being provided by the counties.
Any significant decrease in county funding to a specific community rehabilitation program could
adversely affect the program.

GOVERNOR’S RECOMMENDATION:
The Governor concurs with the agency’s plan.
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1998-1999 BIENNIAL BUDGET
(DOLLARS IN THOUSANDS)

AGENCY:  ECONOMIC SECURITY DEPT

PROGRAM: WORKFORCE REHABILITATION SVCS

FY 1998 FY 1999
Est. Base Agency  Governor Base Agency  Governor

ACTIVITY RESOURCE ALLOCATION: FY 1996 FY 1997 Level Plan Recomm. Level Plan Recomm.
VOCATIONAL REHABILITATION 38,867 39,088 37,815 37,815 37,815 37,815 37,815 37,815
INDEPENDENT LIVING 2,009 2,085 2,092 2,092 2,092 2,099 2,099 2,099
EXTENDED EMPLOYMENT 10,634 11,559 10,840 10,840 10,840 10,845 10,845 10,845
TOTAL EXPENDITURES BY ACTIVITY 51,510 52,732 50,747 50,747 50,747 50,759 50,759 50,759
EXPENDITURES BY FUND:

DIRECT APPROPRIATIONS:

GENERAL 18,232 19,157 18,438 18,438 18,438 18,443 18,443 18,443
STATUTORY APPROPRIATIONS:

MDES FEDERAL 33,057 33,415 32,304 32,304 32,304 32,311 32,311 32,31

GIFT 221 160 5 5 5 5 5 5
TOTAL EXPENDITURES 51,510 52,732 50,747 50,747 50,747 50,759 50,759 50,759
FTE BY EMPLOYMENT TYPE:

REGULAR 393.0 416.0 416.0 418.0 418.0 416.0 418.0 418.0

TEMP/SEAS/PART_TIME 3.0 3.0 3.0 3.0 3.0 3.0 3.0 3.0
OVERTIME 7 7 7 .7 .7 7 .7 7
TOTAL FTE 396.7 419.7 419.7 421.7 421.7 419.7 421.7 421.7
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1998-99 Biennial Budget
BUDGET ACTIVITY: Vocational Rehabilitation

PROGRAM: Workforce Rehabilitation Services
AGENCY:  Economic Security, Department of (DES)

ACTIVITY DESCRIPTION:

Vocational Rehabilitation (VR) provides services to people with disabilities to increase significantly
their employment opportunities and to further their integration into society. Priority for services is
given to people with severe disabilities who have serious limitations in at least one functional area.
VR counseling is provided by 172.5 full-time equivalent rehabilitation counselors through a network
of 46 field offices that are currently transitioning into the Workforce Center System. An active State
Rehabilitation Advisory Council appointed by the governor provides substantial input and direction
to the VR management team to ensure the provision of quality consumer-focused services.

VR counseling is a highly individualized process where the consumer and counselor work together
to identify the consumer’s vocational interests and aptitudes, determine an appropriate vocational goal,
and then develop and implement an action plan to achieve that goal. Additional services typically
include skill and/or academic training, rehabilitation technology, job development, job placement, and
follow-up to ensure that the employment is appropriate.

BUDGET ISSUES:

The VR activity has implemented the following redesign and restructuring activities in order to
provide the maximum level of consumer services within the budget plan:

B Job placements have increased 12% in the past biennium as a result of redirecting staff resources
to direct service. This compares to a 9% biennial increase in VR placements nationally. This
growth occurred while VR was redirecting its resources to meet the needs of people with severe
disabilities.

® In 1994, VR implemented a federal mandate restricting services to people with severe disabilities
who have at least one serious limitation in the area of mobility, self-direction, self-care,
interpersonal skills, communication, work tolerance, or work skills. VR wants to be able to
serve all eligible consumers; however, the need for VR assistance substantially exceeds the
resources. If VR is unable to match new federal dollars to offset the effects of inflation, it may
be necessary to further restrict services to people with 2 or more serious limitations.

B The potential exists for VR to have a substantial waiting list. VR has taken several steps to avoid
raising people’s expectations when there are not enough resources to serve all eligible people.
Outreach activities are targeted to programs serving primarily people with severe disabilities. To
promote cross-referrals and collaboration, VR is working with its Workforce Center partners,
schools, Social Security district office, and others to facilitate timely service provision. VR is
analyzing counselor workloads to ensure that equitable access to services is available statewide.

B VR conducts ongoing assessments to ensure all disability groups are appropriately represented
on the caseloads. Currently, VR is involved in interagency discussions to determine how to
improve services to the underserved populations of youth with emotional/behavioral disorders,
youth with specific learning disabilities, and young adults with traumatic brain injuries.

@ VR has been actively involved in the development of the Workforce Centers. As a result, VR
anticipates an increase in referrals. VR is providing training on disability awareness and program
accessibility to Workforce Center partmers to ensure that people with disabilities receive
integrated quality services through the local Workforce Center. ‘

® VR has pursued public and private foundation grant funds in order to develop and implement
innovative and culturally appropriate service models that meet the needs of people with multiple
and severe disabilities. VR is currently unable to pursue new grant opportunities that require a
state match because all state funds are needed to meet the basic program federal match
requirement.

& It has become necessary to reduce VR costs by asking consumers whose gross family income
exceeds the state median income to participate in the cost of some services, based on their ability
to pay, because VR has not had an increase in base funding in 14 years. Rule changes to expand
consumer financial participation (CFP) requirements to all people whose gross family income is
above the average of the state median income and 187.5% of federal poverty guidelines are
currently being developed as inflation continues to erode the purchasing power of VR’s base-
level funding. CFP is not required for core services such as assessment to determine eligibility
and VR needs, counseling and guidance, on-the-job training, job placement, and follow-up.

* Social Security Administration (SSA) provides partial reimbursement of the expenses incurred while
rehabilitating SSA beneficiaries. Federal regulation prohibits the use of these funds as state match
and requires that the revenue be dedicated to VR. It is anticipated that reimbursements will decline
because SSA will have fewer funds available to support government programs.

GRANTS:

VR funds several time-limited establishment grants to private non-profit partners to develop and
demonstrate new and innovative strategies for serving specific underserved disability groups. The
current targeted groups are people with serious and persistent mental illness (13 grants), people with
traumatic brain injury (3 grants), and people who are deaf or hearing impaired (1 grant). The activity
is also funding seven short-term grants to enhance coordination between VR and Independent Living
services. Grants are awarded through a competitive RFP process.
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1998-1999 B I ENNITAL BUDGET
(DOLLARS IN THOUSANDS)

AGENCY:  ECONOMIC SECURITY DEPT
PROGRAM: WORKFORCE REHABILITATION SVCS
ACTIVITY: VOCATIONAL REHABILITATION

FY 1998 FY 1999
Est. Base Agency  Governor Base Agency  Governor

ACTIVITY SUMMARY FY 1996 FY 1997 Level Plan R