Early Minnesota Sub - Minimum
} Wage Transformation

From The Last Millennia
To The Next




The Origin Story

From the Great Depression to
Closing Institutions 1960’s and 1970’s to
Systems Change from the 1980’s to the 2010’s




FDR -1938

v" Subminimum wage begins in 1938. During the Great Depression, hundreds of thousands of workers were
laid off, and those who weren’t were subjected to worsening and unjust labor conditions, long hours, and low
wages. Together with U.S. Secretary of Labor Frances Perkins, the president created a new law (which

Congress approved) known as the Fair Labor Standards Act (FLSA). During the legislation’s creation,

v’ Perkins suggested the creation of a “subminimum wage,” a lower wage adjusted to one’s
productivity rate that could be used for “substandard workers.” By this, she was referring to
“persons who by reason of illness or age or something else are not up to normal production.”

v The law stated that subminimum wages could be used for the employment of individuals “whose
earning capacity is impaired by age or physical or mental deficiency or injury.”

v’ The intent was to encourage employers to hire individuals with disabilities if they could pay them
based on their productivity rather than a standard minimum wage. At that time, the subminimum
wage was envisioned as a way to create employment and training opportunities for people with
disabilities, crucial at a time when many were institutionalized and excluded from education
systems. This concept was written as section 14(c) of the law, and it has remained nearly
unchanged since then.



The 1960’s — 1970’s

v'"Work was in sheltered workshops such as Goodwill and
Lighthouses for the Blind

v'Developmental Achievement Centers (DACs mostly did not
provide employment)

v'Public education for students with disabilities was not required
v'Public transportation was quite limited

v'Residences were institutions such as state hospitals, large group
homes and family settings




Ferment for Change Affecting
Employment1970’s — 1980’s

v'Residential institutions being closed — day services separated from
residential services

(Welsch vs Noot, 1980-1985)
( Federal Community Mental Health Act of 1963 )
v'Sheltered workshops challenged

(Advocating Change Together and Opportunity Workshop, 1980-1982)
(MN Legislative Auditor Evaluation of Sheltered Employment Programs, 1984)

v'Access to education in public schools
(Rehabilitation Act of 1973)
(Individuals with Disabilities Education Act IDEA - 1975)

v'Para transit for adults
(MetroMobility, 1974)



What was happening in the 80’s and 90’s
In Minnesota

\/‘I?lace and train’ employment methods started to challenge ‘train and
place’

(early antecedent of Employment First)

v'VRS Extended Employment Program changed to provide long term
supports for individuals with serious disabilities already employed

(Funding gradually moving to supports for individuals in competitive employment)

(Service hour reimbursements for rehabilitation facilities changed to outcome-based
payments)

Rehabilitation facilities requiring documented reporting of individuals audited work
ours and pay to VRS for payment)

v'Federal Vocational Rehabilitation program changes in 1992
(requiring only services for Competitive Employment)
(requiring informed choice by VRS consumers)

v'Developmental Achievement Centers (DACs) begin to changes focus

(Begin to exnand embplovment — mostlvin sheltered settings)



MN Vocational Rehabilitation Services (VRS)
In 1980°s

v'VRS could and did place individuals of all disabilities in sheltered
workshops at sub-minimum wage employment

v'Sheltered workshops received support separate MN state funding from
the legislature

(Almost total funding for sheltered work —very little competitive work)
(No identified way of tracking effectiveness of services)

\/Lel\%islation passed requiring outcome based funding for workshop --
MN 268.15A

(Extended Employment rules written 1984 -1985)
(First funding for Competitive Employment provided - 1986)



Sheltered Work and VRS

v'Many individuals sent to sheltered work — uneven efforts to find competitive jobs

v’ Almost all sheltered work paid under sub-minimum wage certificates

(Some work was in crews and enclaves in businesses also
under sub-minimum wage certificates)

v"Workshops received support funding for programs

(Almost total funding for sheltered work —very little competitive work)
(no identified way of tracking effectiveness of services)

v'Three ‘place and train’ programs in workshops

(Work Component — starter funding for DAC work)
(Work Activity — ‘low productivity workers’)
(Long Term Sheltered Work — ‘high productivity workers’)




VRS Changes in the 90’s and 00’s
that moved to competitive wages

v"VRS no longer allowing services leading to no competitive closures to jobs - 1998

\/Continuing to use more dollars to provide long term supports to individuals in competitive
jobs (1980°s — present)

(Increasing rates for competitive employment)

(Not replacing sheltered work sites when rehabilitation facilities providers drop EE funded in-house
programs)

v’ Mental Health Support Services (1994 - present)

v'Placement and support services for persons who are deaf or with significant hearing loss.



The Change In Average
Hourly Wages
Extended Employment - VRS

Not all employment in the community
was at competitive wages - use of
crews and enclaves continued piece
rate payment methods

Hourly wages in competitive jobs over
the years lagged slightly behind
inflation between 1999 and 2013

Competitive hourly wages were
typically 250% of Center Based
Employment
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The Change In Average
Yearly Wages
Extended Employment - VRS

Annual competitive wages were
typically 275% of Center Based
Employment

Many competitive workers also worked
in sub-minimum wage jobs during the
year. Many working both types of jobs
during the same pay period by working
for different companies.
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The Change In Average
Hours Worked
Extended Employment - VRS

Over time worker Supported
Employment Hours (i.e.
Competitive Employment)
remained stable.

Typically work hours were less
than full time
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