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EXECUTIVE SUMMARY

Background and Purpose

Legislation enacted in 2013 and revised in 2014 directs the Office of Economic and Demographic
Research (EDR) and the Office of Program Policy Analysis and Government Accountability (OPPAGA) to
analyze and evaluate state economic development incentive programs on a recurring three-year
schedule.! EDR is required to evaluate the economic benefits of each program, using project data from
the most recent three-year period, and to provide an explanation of the model used in its analysis and
the model’s key assumptions. Economic Benefit is defined as “the direct, indirect, and induced gains in
state revenues as a percentage of the state’s investment” — which includes “state grants, tax
exemptions, tax refunds, tax credits, and other state incentives.”? EDR’s evaluation also requires
identification of jobs created, the increase or decrease in personal income, and the impact on state
Gross Domestic Product (GDP) for each program.

In this report, two programs under the auspices of CareerSource Florida (CSF) are under review: the
Quick Response Training (QRT) and Incumbent Worker Training (IWT) Programs. This analysis addresses
activity occurring in Fiscal Years 2017-18, 2018-19, and 2019-20. This is EDR’s third evaluation of these
programs.3

Explanation of Return on Investment

In this report, the term “Return on Investment” (ROI) is synonymous with economic benefit and is used
in lieu of the statutory term. This measure does not address issues of overall effectiveness or societal
benefit; instead, it focuses on tangible financial gains or losses to state revenues.

The ROl is developed by summing net state revenues generated by a program less state expenditures
invested in the program, and dividing that calculation by the state’s investment. It is most often used
when a project is to be evaluated strictly on a monetary basis, and externalities and social costs and
benefits—to the extent they exist—are excluded from the evaluation. The basic formula is:

(Increase in State Revenue — State Investment)
State Investment

Since EDR’s Statewide Model* is used to develop these computations and to model the induced and
indirect effects, EDR is able to simultaneously generate State Revenue and State Investment from the
model so all feedback effects mirror reality. The result (a net number) is used in the final ROI
calculation.

As used by EDR for this analysis, the returns can be categorized as follows:

e Greater Than One (>1.0)...the program more than breaks even; the return to the state produces
more revenues than the total cost of the investment.

1Section 288.0001, F.S. As of 2021, nineteen programs are specified.

2 Section 288.005(1), F.S.

3 The previous reports can be found at EDR’s website: http://edr.state.fl.us/Content/returnoninvestment/
4 See the Methodology section for a description of the Statewide Model.



http://edr.state.fl.us/Content/returnoninvestment/

o Equal To One (=1.0)...the program breaks even; the return to the state in additional revenues
equals the total cost of the investment.

e Less Than One, But Positive (+, <1)...the program does not break even; however, the state
generates enough revenues to recover a portion of its cost of the investment.

e Less Than Zero (-, <0)...the program does not recover any portion of the investment cost, and
state revenues are less than they would have been in the absence of the program. This typically
occurs because taxable activity is shifted to non-taxable activity.

The numerical ROl can be interpreted as return in tax revenues for each dollar spent by the state. For
example, a ROI of 2.5 would mean that $2.50 in tax revenues is received back from each dollar spent by
the state.

The basic formula for ROl is typically calculated in the same manner, but the inputs used in the
calculation can differ depending on the needs of the investor. Florida law requires the return to be
measured from the state’s perspective as the investor, in the form of state tax revenues. In this regard,
the ROl is ultimately shaped by the state’s tax code.

Overall Results and Conclusions

CareerSource Florida, Inc. offers two training grant programs to qualified for-profit businesses. The QRT
program provides partial reimbursement for costs incurred by businesses for customized, skills-based
training. While not required by the law, CareerSource Florida further limits the training opportunities to
new or retained, high-quality jobs in Florida’s targeted industries which produce an exportable product
or service. IWT grants are used for training related to a significant upgrade in skills for existing full-time
employees. These programs are designed to meet workforce needs of existing, expanding, and new
businesses and to promote economic development in Florida. Individual trainees also benefit, as training
may result in new (or retained) employment, acquisition of transferable skills, and increased earnings.
The literature indicates that even absent the state or federal subsidy, businesses gain from the provided
training above and beyond the increased wage costs caused by the greater skillset.

This analysis shows that the state’s ROI for the QRT program is 0.06, or six cents return for every $1.00
invested. This compares to the ROl of 0.19 identified in the 2018 report and the ROI of 0.09 identified in
the 2015 report. As evidenced by the consistency of these three analyses, the program does not break
even and returns only a small fraction of the state’s cost. No ROI can be calculated for the IWT program
as it is fully federally funded, and there is no state investment from which to calculate a return.
Nevertheless, its economic impact is generally smaller than the QRT program because the total of IWT
grant payments was less than half of the total for QRT during the review period.

While the return associated with the QRT training program is relatively low, two points are worth
noting. First, this analysis captures a single three-year period. Returns that would take decades to
develop are not captured. In this regard, the long-term benefits to employees may have this feature.
Second, a return on investment is a measure of financial returns and does not address issues of overall
effectiveness or societal benefit. It is beneficial to the state to have a more productive and educated
populace, even if the financial returns are initially minimal. Furthermore, the availability of these
programs signals to the business community that the state is actively engaged in devising strategies and
providing resources to meet their workforce training needs. To this point, the EDR results indicate that
the private sector is made overall better off by these grant programs. Collectively, these programs
enhance the state’s business climate and support state and local economic development efforts.



On a final note, EDR’s 2018 analysis found that the effectiveness of QRT and IWT grants decrease as pre-
training wage, employee age, or grant per trainee increase.’

> The measure of effectiveness was the grant-driven wage growth per grant dollar. See in this report, Appendix One:
Observations Regarding the Effectiveness of QRT and IWT, and see Literature Review, “Economic Evaluation of CareerSource
Florida’s Training Programs,” Office of Economic & Demographic Research, December 2018, pp. 21, 28-29.
http://edr.state.fl.us/Content/returnoninvestment/ROI-CareerSourceF|TrainingProg.pdf
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OVERVIEW OF TRAINING PROGRAMS

CareerSource Florida

CareerSource Florida, Inc., a not-for-profit corporation, is a federally funded public-private partnership
that implements the policies of and provides administrative support for the state Workforce
Development Board (Board), the principal workforce policy organization for the state.® The Board is
charged to:

“...design and implement strategies that help Floridians enter, remain in, and advance in the
workplace, so that they may become more highly skilled and successful, which benefits these
Floridians, Florida businesses, and the entire state, and fosters the development of the state’s
business climate.”’

The Quick Response Training (QRT) and Incumbent Worker Training (IWT) grant programs are two of the
Board'’s strategies to address the workforce-skill needs of existing, expanding, and new businesses in
Florida.

Quick Response Training Program

The underlying law governing the Quick Response Training Program is significantly more general than
the underlying Program Guidelines. Since 1993, Quick Response Training grants® have provided partial
reimbursement for costs incurred by for-profit businesses.® While not required by law, the Program
Guidelines further specify that the training be customized and skills-based for new or retained,° high-
quality jobs in Florida’s targeted industries!! which produce an exportable product or service.'? CSF
Guidelines characterize “high-quality jobs” as jobs paying an average annual wage of at least 125

6 CSF is administratively housed within and operates under agreement with the DEO. See subsections 445.004(1) and (2), F.S. In
2020, the Legislature modified the structure of Florida’s workforce development system to require the state board consult with
DEO on provisions relating to the implementation of the Federal Workforce Innovation and Opportunity Act, including the
direction it provides to CSF, Inc. In addition, the law modified the contractual relationship between CSF and DEO, transferred
some responsibilities of CSF to DEO, and specified that the state board designate CSF responsibilities. Regarding QRT, the law
granted DEO the authority to adopt rules to administer the program. Regarding IWT, the law made the reservation of the Title |
funds retained at the state level for the program discretionary rather than mandatory. (Ch. 2020-30, L.O.F.)

For an overview of Florida’s workforce development system, see “Economic Evaluation of CareerSource Florida’s Training
Programs,” Office of Economic & Demographic Research, December 2015, pp. 5-7. Economic Evaluation of CareerSource
Florida’s Training Programs (state.fl.us)

7 Section 445.004(2), F.S. For a discussion on the general value of employee training, see APPENDIX ONE: LITERATURE REVIEW,
Economic Evaluation of CareerSource Florida’s Training Programs, 2018, pp 26-32. Economic Evaluation of CareerSource Florida’s
Training Programs (state.fl.us)

8 Section 288.047(1) and (2), F.S., as created by Ch. 93-147, L.O.F. While the law contains general provisions, it gives CSF authority
to adopt guidelines for the administration of the program. Current guidelines may be accessed at

Quick Response Training Guidelines.pdf (careersourceflorida.com) Guidelines for the review period are available upon request
from CareerSource Florida.

9 Section 288.047(2), F.S., specifies that grants may not be awarded to retail businesses, to reimburse businesses for trainee
wages, or for training in connection with the intrastate relocation of a business unless it is determined that without such
relocation the business will move outside this state or that the business has a compelling economic rationale for the relocation
which creates additional jobs.

10 2018-19 and 2019-20 CSF Guidelines authorize businesses to apply for a grant to train existing employees if the business

creates ten new full-time permanent jobs.
11«

Targeted industries” are high growth, recession resistant, and market independent industries as designated by Enterprise
Florida, Inc., and the Department of Economic Opportunity pursuant to the statutory parameters in s. 288.106(2)(q), F.S. Retail
and Hotel/Restaurants and resource dependent enterprises are specifically excluded in the definition of this term.

12 CSF Guidelines clarify that “Exportable good or service” means “beyond regional markets.”
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percent of local or state private sector wages, unless the business is located in a distressed urban or
rural community or brownfield area. Before and through the review period for this report, s.
288.107(8)(b), F.S., required jobs pay at least $6 per hour for participants in the state’s Welfare
Transition Program. In 2021, the law was changed to require jobs pay at least the state’s minimum
hourly wage.®

To be eligible for grants, companies must create new permanent, full-time jobs that require specialized
training that is not available through the local community college or school district. Authorization is also
given to retrain current employees. Priority is given to businesses in distressed urban and rural areas, or
Brownfield areas. Grants are limited to training programs of no more than twelve months.'*

In practice, the type of qualified training is flexible. For example, training may include occupational skills,
professional development, strategies to improve efficiency of business operations, and technical/hard
skills training such as computer software training.*® Training not qualified for reimbursement grants
include:

e CPR, first aid, OSHA and safety training;

e New hire orientation, diversity and sexual harassment training;
e English as a second language training;

e Degree programs;

e Workplace literacy or soft skills training; or

e Training that takes place as part of a conference.

The methods of authorized training include structured on-site training, classroom, laboratory, "Train-the
Trainer," and computer-based training, either in person or online. Typical reimbursable costs include a
portion of instructors’/trainers’ salaries; curriculum development; textbooks and manuals; customized
skills based online training; travel for trainers or trainees; and other costs. Trainee wages are not an
allowable reimbursement expense.

Grants are payable to the business after submission of documentation that the pre-approved training
has been provided. The total amount appropriated to the QRT program in FY 2017-18, FY 2018-19, and
FY 2019-20 was $15 million, $9 million, and $9 million, respectively.!® In total, this is an 8.8 percent
decrease in funding over the prior review period. The statute governing the grant program and the CSF
Guidelines do not address per-trainee award limits. Until Fiscal Year 2019-20, CSF Guidelines limited
grants to $500,000 per grant/per company.

13 Section 3, ch. 2021-164, L.O.F.

14n FYs 2017-18 and 2018-19, grants were limited to $500,000. The underlying grant agreements may not exceed 24 months.
15> Authorization in practice appears to be more expansive that the underlying law. See s. 288.047(2), F.S. In their review of the
QRT program, OPPAGA reported that the “most frequently reported type of training was leadership and management (39%),
followed by computer hardware and software (14%).” See “Florida Economic Development Program Evaluations — Year 9”
OPPAGA Report No. 21-09, December, 2021, p. 56. https://oppaga.fl.gov/Documents/Reports/21-09.pdf

16 Appropriated amount by fiscal year may not match the amounts expended by fiscal year. CSF reports $27.9 million awarded in
the review period.
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Incumbent Worker Training Program

Since 1999, Incumbent Worker Training grants have provided match funding for pre-approved, direct
training-related costs for existing employees.” While not required by law, businesses with 50 or fewer
employees located in rural areas or counties, distressed areas, Brownfields or Hub zones may be eligible
for up to 75 percent reimbursement. Priority is given to first time applicants, businesses in targeted
industries, businesses whose grant proposals represent a significant upgrade in employee skills,
businesses seeking to train individuals with barriers to employment, and businesses whose grant
proposals represent a significant layoff avoidance strategy. The Program Guidelines limit grants to
$3,500 per trainee in training programs of no more than twelve months. The programs are further
limited to $200,000 per business grant.

Grants are performance-based and payable to the business after submission of documentation that the
pre-approved training has been provided. The types and methods of authorized training and
reimbursable costs generally mirror that of the QRT program. Reimbursable training-related costs
include the following expenses: instructors’/trainers’ salaries, tuition, curriculum development, and
textbooks and manuals. Reimbursable costs do not include pay for trainees’ wages during training,
compensation or consultant fees, capital improvements, food, travel, conferences, exam fees,
equipment, etc. In addition, trainees must receive wages during training.

Annual federal funding for the IWT program is provided through the federal Workforce Innovation and
Opportunity Act Program. The Florida Legislature authorized the expenditure of $3 million per year of
the federal funds over the three-year period encompassing Fiscal Years 2017-18, 2018-19, and 2019-20.
When combined with additional supplemental federal funding, nearly $13 million was available for
awards to businesses in the review period.!®

Summary

The expressed purpose of the QRT grant program is “...to meet the workforce-skill needs of existing,
new, and expanding industries...”*® The IWT grant program exists to provide for “continuing education
and training of incumbent employees at existing Florida businesses.”?° Through their design, the
benefits from these programs are primarily to the recipient businesses and their trainees, with
incidental benefit to the state treasury.?!

CSF administers the QRT and IWT grants on a “first come, first serve” basis.?? The grants are provided to
qualified businesses for pre-approved expenditures related to initial training or retraining of employees.
While functioning as a business subsidy for training costs, the QRT program (and to a lesser extent, the
IWT program)® may also serve as a meaningful inducement for businesses to remain or expand in, or

17 Section 445.003(3)(a)3., F.S., as created by section 57, ch. 99-251, L.O.F. Also see Florida Incumbent Worker Training Program
Guidelines for the review period, available from CareerSource Florida.

18 See CSF Workforce Innovation and Opportunity Act (WIOA) Annual Statewide Performance Reports, @ Reports and
Publications - CareerSource Florida .

19 Section 288.047(1), F.S.

20 Section 445.003(3)(a)3., F.S.

21 The ROI to the state is conditioned by the state’s tax policy. However, as with other publicly-financed education programs,
these relatively small per-unit investments in training through QRT and IWT programs may generate an appreciable ROl to the
state over the long-term.

22 CSF Guidelines: Quick Response Training Guidelines.pdf (careersourceflorida.com) and Florida Incumbent Worker Training
Program Guidelines (careersourceflorida.com) However, the guidelines also state that “priority” is given to certain projects.

23 One of the factors considered for IWT project priority-ranking is whether “grant proposals represent a significant layoff
avoidance strategy.” (see CSF IWT Guidelines)
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relocate to, the state. This conclusion is based on surveys of economic development officials and grant
recipients, and research regarding similar programs in other states.?

Today, state and locally administered workforce services in Florida include employment and training
services to individuals and businesses alike. To program supporters, the QRT and IWT programs
exemplify how the state workforce system is responding to the requirements of an evolving economy,
as well as to state and federal directives to design strategies that address business needs. While some
qguestion whether public resources should be used for firm-specific, customized training, proponents
offer that such spending is necessary and beneficial to interests beyond the recipient business.?

24 See “Economic Evaluation of CareerSource Florida’s Training Programs,” Office of Economic & Demographic Research,
December 2015, p. 9. Economic Evaluation of CareerSource Florida’s Training Programs (state.fl.us)

%5 For a discussion of the evolution of the use public funds for firm-specific, customized, skills-based training, Appendix One: The
Evolving Economy and Workforce Training, in “Economic Evaluation of CareerSource Florida’s Training Programs,” Office of
Economic & Demographic Research, December 2015. Economic Evaluation of CareerSource Florida’s Training Programs

state.fl.us
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DESCRIPTION OF THE DATA

CareerSource Florida, Inc. (CSF) provided EDR data detailing the contracts with businesses participating
in the Quick Response Training (QRT) and Incumbent Worker Training (IWT) grant programs.

CSF reported awarding QRT grants for a total of $25.8 million to train a projected 9,928 employees in
Fiscal Years 2017-18, 2018-19, and 2019-20. Actual payments were made for a total of $22.2 million to
train 7,623 employees.?®

Summary of QRT and IWT Grants for Fiscal Years 2017-18 Through 2019-2020

Number of Employees

Cumulative Amount

Number of Employees

Amount Paid Per

Award Amount Awarded Projected to Receive ) Who Actually A
. Paid ) L. Trained Employee
Training Received The Training
QRT 25,832,293 9,928 | $ 22,181,453 7,623 | S 2,910
IWT 12,818,870 16,013 [ $ 7,670,085 10,323 | $ 743

CSF reported awarding IWT grants for a total of $12.8 million to train a projected 16,013 employees in
Fiscal Years 2017-18, 2018-19, and 2019-20. Actual payments were made for a total of $7.67 million to
train 10,323 employees. %’

26 Actual payments are less than awards because grantees failed to provide the training, training was not initiated in the review
period for the number of employees specified in the grant award, or the actual training expenses were less than projected.

27 Ipid.
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METHODOLOGY

Statewide Model

EDR used the Statewide Model to estimate the return-on-investment for the training programs. The
Statewide Model is a dynamic computable general equilibrium (CGE) model that simulates Florida’s
economy and government finances.?® The Statewide Model is enhanced and adjusted each year to
reliably and accurately model Florida’s economy. These enhancements include updating the base year
the model uses as well as adjustments to how the model estimates tax collections and distributions.?

Among other things, the Statewide Model captures the indirect and induced economic activity resulting
from the direct program effects. This is accomplished by using large amounts of data specific to the
Florida economy and its fiscal structure. Mathematical equations® are used to account for the
relationships (linkages and interactions) between the various economic agents, as well as likely
responses by businesses and households to changes in the economy.3! The model also has the ability to
estimate the impact of economic changes on state revenue collections and state expenditures in order
to maintain a balanced budget by fiscal year.

When using the Statewide Model to evaluate economic programs, the model is shocked®? using static
estimates of the initial or direct effects attributable to the programs funded by the state. In this
analysis, the annual direct effects (shocks) of the program took the form of:

e For the QRT program, removal of the grant payments from the state budget, with a
corresponding award to businesses as subsidies to production.

e For the IWT program, receipt of the federal funds from outside the state, essentially a
“helicopter drop” that expands the economy through business subsidies to production.

e For both the QRT and IWT programs, an increase in primary factor productivity attributable to
the expenditures on training.

After the direct effects are developed and estimated, the model is then used to estimate the
additional—indirect and induced—economic effects generated by the program. This includes the
supply-side responses to the activity, where the supply-side responses are changes in investment and
the demand for labor arising from that activity. Indirect effects are the changes in employment, income,
and output by local supplier industries that provide goods and services to support the direct economic
activity. Induced effects are the changes in spending by households whose income is affected by the
direct and indirect activity.

All of these effects can be measured by changes (relative to the baseline) in the following outcomes:

28 The statewide economic model was developed using GEMPACK software with the assistance of the Centre of Policy Studies
(CoPS) at Monash University (Melbourne, Australia). CoPS has since relocated to Victoria University (Melbourne, Australia).

29 Reports prior to January 1, 2017 have 2009 as the base year. Reports as of January 1, 2017 have 2011 as the base year.

30 These equations represent the behavioral responses to economic stimuli — that is, to changes in economic variables.

31The business reactions simulate the supply-side responses to the new activity (e.g., changes in investment and labor demand).
32 |n economics, a shock typically refers to an unexpected or unpredictable event that affects the economy, either positive or
negative. In this regard, a shock refers to some action that affects the current equilibrium or baseline path of the economy. It
can be something that affects demand, such as a shift in the export demand equation; or, it could be something that affects the
price of a commaodity or factor of production, such as a change in tax rates. In the current analysis, a counter-factual shock is
introduced to remove the impact of the program from the economy.

11



e State government revenues and expenditures
e Jobs

e Personal income

e Florida Gross Domestic Product

e Gross output

e Household consumption
e [nvestment

e Population

EDR’s calculation of the Return on Investment (ROI) used the model’s estimate of net state revenues
and expenditures. Other required measures for this report include the net number of jobs created,* the
increase or decrease in personal income, and the impact on gross domestic product, all of which are
included in the model results.?*

33 As with most any policy change, there will be both winners and losers. That is, some industries may gain jobs while other
industries could lose jobs.

34 For an overview of Issues that shape EDR’s Analysis of Economic Development Incentive Programs and Calculation of Return on
Investment, See Appendix One, “Economic Evaluation for Select State Economic Development Incentive Programs,” Office of
Economic & Demographic Research, November 2021.
http://edr.state.fl.us/Content/returnoninvestment/ROISELECTPROGRAMS2020final Revised%2011-29-21.pdf

12
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KEY ASSUMPTIONS

The following general assumptions are used in the Statewide Model to determine the outcomes of the
programs under review. Some of the assumptions are used to resolve ambiguities in the literature,
while others conform to the protocols and procedures adopted for the Statewide Model.

The analysis assumes all data provided was complete and accurate. The data was not
independently audited or verified by EDR.

The analysis assumes that given the time span under review, applying discount rates would not
prove material to the outcome.

The analysis assumes that any state expenditure made for a program is a redirection from the
general market basket of goods and services purchased by the state. Similarly, any revenue
gains from increased business activities are fully spent by the state.

The analysis assumes that businesses treated the incentives as subsidies. The subsidies lowered
the cost of production for each individual firm.

The analysis assumes the relevant geographic region is the whole state, not individual counties
or regions. The model accounts and makes adjustments for the fact that industries within the
state cannot supply all of the goods, services, capital, and labor needed to produce the state’s
output.

The following assumptions are specific to the QRT and IWT programs.

13

Funding of the IWT program is strictly federal; thus there is no state investment to generate a
return.

The effect of each grant is to increase the amount of training each business would have
purchased by the amount of the grant.

The effect of increasing the total spending on training is an equivalent increase in labor
productivity. All other factor inputs’ productivity increased by the same percentage as labor’s
percentage change.

The size and purpose of the grants are not conducive to capital investment.

The QRT and IWT programs stand alone and do not benefit from any other state and local
incentives. Therefore, attribution is not relevant.

Training completion occurs and grant payments are made at a uniform rate over the training
period.

Absent the training, an individual who participated in the QRT or IWT programs would have
experienced productivity gains equal to average gains in the industry in which the trainee was
employed.



8. The dollar increase in the training expenditure for a worker is exactly the dollar increase in his or
her annual productivity due to training.

9. Increased factor productivity does not decline over the course of the analysis.

The above assumptions are a departure from prior years’ analyses. Limitations of FETPIP data make it
difficult to measure wage gains attributable to this type of training.3> As a consequence, an alternative
methodology was developed for this year’s report. Rather than estimating wage growth and sharing out
the estimated increase based on “share of total business and state projected training costs,” it was
assumed that the state’s (or federal government’s) share of the productivity gain attributable to training
is equivalent to the state’s (or federal government’s) reimbursement of training costs.

The literature suggests that there is strong evidence that firms provide general training to their workers
and share the benefits of training with them. One study suggests that a one percent increase in training
will lead to both an increase in wages and productivity, with wages increasing 0.3 percent and
productivity increasing 0.6 percent.®® The current analysis employs similar assumptions. It assumes that
for each dollar increase in training expenditures, labor productivity increases by a dollar and total
productivity increases by a multiple of that.3” The logic behind the above assumption is that businesses
undertake training under the expectation of earning a return on their expenditures. The cost of the
training includes not only the training expenditures, but also the wages paid to the benefiting
employees and the value of the lost output that they would have produced. The state and federal grants
only cover a portion of the cost of training. The rest is recouped by the business through expected
higher future productivity.

35 OPPAGA conducted an independent analysis in which they estimated significant wage gains relative to a control group for FY
2017-18; however, there was no significant increase in FY 2018-19. Data were not available to conduct s similar analysis for FY
2019-20. See OPPAGA, “Florida Economic Development Program Evaluations — Year 9,” Report 21-09, December 2021, p. 61.
https://oppaga.fl.gov/Documents/Reports/21-09.pdf

36 See Literature Review, “Economic Evaluation of CareerSource Florida’s Training Programs,” Office of Economic & Demographic
Research, December 2018, pp. 26-32. http://edr.state.fl.us/Content/returnoninvestment/ROI-CareerSourceF|TrainingProg.pdf

37 The multiple depends on the industry. Those industries with higher capital-labor ratios will have a higher multiplier. The
working assumption is that improved labor productivity also enhances the productivity of other primary factor inputs.
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KEY TERMS

In the pages that follow, diagnostic tables describing the composition and statistics of the reviewed
programs precede the discussion. Key terms used in the tables are described below:

State Payments Used in Analysis $(M) — Represents the amount of state payments made to the program
in each fiscal year.

Total Net State Revenues $(M) — Represents the amount of new state revenue generated by the
program in each fiscal year.

Personal Income (Nominal $(M)) — Reflects income received by persons from all sources. It includes
income received from participation in production as well as from government and business transfer
payments. It is the sum of compensation of employees (received), supplements to wages and salaries,
proprietors' income with inventory valuation adjustment (IVA) and capital consumption adjustment
(CCAdj), rental income of persons with CCAdj, personal income receipts on assets, and personal current
transfer receipts, less contributions for government social insurance.

Real Disposable Personal Income (Fixed 2016-17 S(M)) — Reflects total after-tax income received by
persons; it is the income available to persons for spending or saving.

Real Gross Domestic Product (Fixed 2016-17 S(M)) — Measures the state's output; it is the sum of value
added from all industries in the state. GDP by state is the state counterpart to the Nation's gross
domestic product.

Consumption by Households and Government (Fixed 2016-17 $(M)) — Reflects the goods and services
purchased by persons plus expenditures by governments consisting of compensation of general
government employees, consumption of fixed capital (CFC), and intermediate purchases of goods and
services less sales to other sectors and own-account production of structures and software. It excludes
current transactions of government enterprises, interest paid or received by government, and subsidies.

Real Output (Fixed 2016-17 S(M)) — Consists of sales, or receipts, and other operating income, plus
commodity taxes and changes in inventories.

Total Employment (Jobs) — Provides estimates of the number of jobs, full time plus part time, by place of
work. Full time and part time jobs are counted at equal weight. Employees, sole proprietors, and active
partners are included, but unpaid family workers and volunteers are not included.

Population (Persons) — Reflects first of year estimates of people, including survivors from the previous
year, births, special populations, and three types of migrants (economic, international, and retired).
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PROGRAM FINDINGS

As mentioned previously, the state payments in the window totaled $22.2 million for the QRT Program.
The ROl is projected at 0.06. For every dollar spent on training, the state of Florida received 6 cents back
in tax revenue, an amount insufficient to cover the state’s investment. This is comparable to the ROI
from the 2015 analysis, 0.09, and less than the ROl from the 2018 analysis, 0.19. The modest decrease
in the ROl was due, in part, to the increase in average trainee cost — approximately double the amount
found in 2018 analysis.

In addition, Florida’s Real GDP increased by about $207.3 million, and Real Disposable Personal Income
grew by $73.4 million during the review period. Both numbers are materially higher than seen in the
2018 report even though the state expenditure was lower in total. This is largely a result of the change
in methodology.

Statewide Economic Model Impact Projections of the QRT Program

FY2018 FY2019 FY2020 Total
State Payments in the Window Nominal $ (M) 5.95 4.28 11.96 22.18
Total Net State Revenues Nominal $ (M) 0.14 0.44 0.84 1.43
Return-on-Investment by Year 0.02 0.10 0.07
Return-on-Investment for the 3 year period 0.06
Average
FY2018 FY2019 FY2020 Total
per Year
Personal Income Nominal $ (M) 11.3 31.6 47.6 90.5 30.2
Real Disposable Personal Income Fixed 2016-17 $ (M) 9.1 25.7 38.6 73.4 24.5
Real Gross Domestic Product [Fixed 2016-17 § (M) | 24.4 | 7.9] 1109  2073] | 6.1
Consumption by Households and Government |Fixed 2016-17 $ (M) | 5.2 | 25.7 | 30.1 I 61.0 | | 20.3
Real Output [Fixed 2016-17 $ (M) | 24.8 | 58.3 | 9%6.5] 1795 | 59.8
Average
FY2018 FY2019 FY2020 | Minimum | Maximum 4
per Year
Total Employment Jobs 32 70 103 32 103 68
Population Persons 0 32 96 0 96 43

For the IWT program, no ROI can be calculated for the state’s investment since the funding is entirely
federal. However, a federal state revenue multiplier for employee training was calculated to be 0.26.
This means the state receives an additional 26 cents in state revenues for every federal dollar spent on
employee training.

Florida’s economy also benefits from the infusion of federal dollars for training. The economic impacts
of the wage growth generated due to the federal investment in IWT over the three-year period are
shown in the following table. Florida’s Real GDP increased by about $189 million, and Real Disposable
Personal Income grew by $63.2 million during the review period.
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Statewide Economic Model Impact Projections of the IWT Program

FY2018 FY2019 FY2020 Total

State Payments in the Window Nominal $ (M) 1.40 2.77 3.53 7.70
Total Net State Revenues Nominal $ (M) 0.14 0.45 1.41 1.99
Federal Revenue Multiplier By Year 0.10 0.16 0.40
Federal Revenue Multiplier for the 3 year period 0.26]
Average
FY2018 FY2019 FY2020 Total
per Year
Personal Income Nominal $ (M) 7.4 21.8 50.3 79.4 26.5
Real Disposable Personal Income Fixed 2016-17 S (M) 5.8 17.5 39.9 63.2 21.1
Real Gross Domestic Product [Fixed 2016-17 $ (M) | 16.5 | 5.2] 1213 189.0] | 63.0
Consumption by Households and Government |Fixed 2016-17 $ (M) | 6.0 | 18.7 | 46.8 | 71.6 | | 23.9
Real Output [Fixed 2016-17 $ (M) | 12.2 | 36.2 | 79.8]  1282] | 2.7
. . Average
FY2018 FY2019 FY2020 | Minimum | Maximum
per Year
Total Employment Jobs 3 17 79 3 79 33
Population Persons 0 22 64 0 64 29

The results presented for these analyses are dependent upon the assumptions listed earlier. One caveat
is that it is explicitly assumed that the trained employees remain in the same industry. Based on the
2021 OPPAGA report, this appears to not be the case. Relative to the earlier review period for QRT, 25
percent of the trained employees had left the state within three years from the end of the prior review
period. An additional 36 percent were working for a different employer in a different industry. For the
IWT program, 19 percent of the trained employees had left the state and an additional 30 percent were
working for a different employer in a different industry.3® For those that left the state, there is a direct
loss of the benefits of training. The economic impact from those who switched industries is ambiguous
without further analysis.

38 See OPPAGA, “Florida Economic Development Program Evaluations — Year 9,” Report 21-09, December 2021, pp. 61-70.
https://oppaga.fl.gov/Documents/Reports/21-09.pdf
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APPENDIX ONE: OBSERVATIONS REGARDING THE EFFECTIVENESS OF QRT
AND IWT

In 2018, EDR reviewed the wage growth of trainees in CareerSource Florida’s Quick Response Training
(QRT) and Incumbent Worker Training (IWT) programs. The results in this section are derived from data
on QRT and IWT contracts and trainees. Grant-driven wage growth per grant dollar is the measure of
effectiveness used in this section. It is a measure of a trainee’s wage growth per grant dollar allocated to
him that takes into account that the grant only covered a portion of his training costs and therefore only
a portion of his wage growth is grant-driven.

The table below presents some raw values and basic estimates (by EDR) for all grant contracts for which
there was some training between the start of FY 2014-15 and of the end of FY 2015-16.

Table 6. Summary Statistics for QRT and IWT Programs

QRT IWT
Number of Contracts 136 301
Grant Funds Spent $37,245,035 $4,150,382
Number of Trainees 27,525 11,886
(from CareerSource Florida)
Number of Trainees 16,496 7,907
(for wage growth estimates)*®
Estimated Wage Growth $214,397,494 $116,643,417
(before the end of FY2016-17)
Estimated Grant-Driven Wage Growth $46,773,032 $15,427,595
(before the end of FY2016-17)

In the five graphs below, trainees are assigned to groups based on their pre-training quarterly wage,
age, grant per trainee, or two-digit NAICS code. The interpretation of the leftmost bar on the first graph
is that, for each $1 of QRT funds that was allocated to a trainee whose pre-training quarterly wage was
under $2,500, there was $3.69 of grant-driven wage growth. The takeaway from the first four graphs is
that, for both QRT and IWT, the effectiveness of grant funds decreases as pre-training wage, age, or
grant per trainee increase.*

39 These are the trainees (within Florida Education and Training Placement Information Program, or FETPIP, data) that were
matched with the businesses (within CSF data) that were likely to have trained them. The matching process uses the FEINs of
trainees’ employers and FEINs of businesses that received grants. Due to limitations of the data, each trainee is only matched
with the first business that trained him under a QRT grant and the first business that trained him under an IWT grant.
Approximately 88% of trainees, within FETPIP data, who first received QRT funded training in FY2014-15 or FY2015-16 were
successfully matched.

40 In their review of the QRT program, OPPAGA reported that the “... most frequently reported type of training was leadership
and management (39%), followed by computer hardware and software (14%).” See “Florida Economic Development Program
Evaluations — Year 9” OPPAGA Report No. 21-09, December, 2021, p. 56. https://oppaga.fl.gov/Documents/Reports/21-09.pdf
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QRT, IWT Grant-Driven Wage Growth per Grant Dollar by Pre-Training
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For the next variable (grant per trainee), the QRT and IWT results are displayed on two separate graphs.

QRT Grant-Driven Wage Growth per Grant Dollar by Grant per Trainee
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IWT Grant-Driven Wage Growth per Grant Dollar by Grant per Trainee
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There is a clear inverse relationship between grant-driven wage growth per grant dollar and the pre-
training wage, age, and grant per trainee variables.**

The age result here is somewhat in contrast with the results in the literature review that youths
experience smaller program effects. However, the results in the literature review were only comparisons
of very young workers to other workers. Dostie and Leger (2014) find that “the wage impact of training
also declines with age. More specifically, we show that a worker aged 25 to 34 who participates in firm-
sponsored classroom (FSC) training earns 1.2 percent more than a young worker who does not
participate in FSC training. These wage impacts decline to 0.7 percent for workers aged 55 to 64.” They
also write “we are not aware of any studies presenting differential wage impacts of training by age.”

The relationship between the effectiveness of training and pre-training wage was not addressed in the
literature review, but the result here is consistent with the result that there is an inverse relationship
between the effectiveness of training and education level.*> Further, Bartel (1995) finds that the effect
of the type of training provided to workers with low salaries relative to others in their position (ie.
remedial training) on wage growth rates is five times greater than the effect of the type of training
provided to workers with relatively high salaries (ie. stars).

The grant per trainee result here is consistent with the related results in the literature review.

41 The relationships are just as clear under the two robustness checks. The first check is to extend the time period over which
each trainee’s total wage growth is measured from two to three years. The second check is to replace each trainee’s
counterfactual quarterly wage growth rate from one based on their pre-training wage, age, and industry to 1%.

42 See Appendix One in “Economic Evaluation of CareerSource Florida’s Training Programs,” Office of Economic & Demographic
Research, December 2018. Economic Evaluation of CareerSource Florida’s Training Programs (state.fl.us)

20


http://edr.state.fl.us/Content/returnoninvestment/ROI-CareerSourceFlTrainingProg.pdf

QRT, IWT Grant-Driven Wage Growth per Grant Dollar by Industry
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Regarding the QRT program, industries 32 (Manufacturing Il), 49 (Transportation and Warehousing 1),
and 52 (Finance and Insurance) appear to perform well. With the two robustness checks (see footnote
27), industry 32’s average value falls to 0.42 but industry 49 and industry 52 continue to perform well.
Industry 33 (Manufacturing lll) performs the worst but received by far the most QRT grant funds.
Regarding the IWT program, industries 23 (Construction), 31 (Manufacturing 1), 44 (Retail), 48
(Transportation and Warehousing 1), 51 (Information), 52 (Finance and Insurance), and 54 (Professional,
Scientific, and Technical Services) appear to perform well and continue to do so in the two robustness
checks.*®

The final test provides a check of whether or not grant-driven wage growth per grant dollar’s
relationship with one variable is driven by its relationship with one or more other variables.** For
example, perhaps it only has an inverse relationship with age because it has an inverse relationship with
pre-training wage and young people tend to have low wages. Or perhaps its low QRT value for a
particular industry is only because that industry tends to train older, higher-income workers. In this test,
each relationship is measured while controlling for the others.

The results are that, for both QRT and IWT, the inverse relationships with pre-training quarterly wage,
age, and grant per trainee are maintained, but the ranking of industries does change. For QRT, the most
notable differences are that industries 49 and 52 fall from first and third to third and sixth whereas
industries 23 and 33 rise from eighth and thirteenth to second and fourth. For IWT, the most notable
differences are that industries 48 and 51 fall from third and fifth to seventh and eleventh whereas
industry 33 rises from eighth to first.

An industry’s rise (fall) indicates that part of its low (high) ranking in the graph can be attributed to the
fact that its trainees tend to have relatively high (low) values for pre-training quarterly wage, age, or
grant per trainee.

43 For the graph of effectiveness by industry, industry 31 (Manufacturing 1) has been removed to make the graph easier to read: it
does not have a QRT value and its IWT value is approximately 19.6.

44 Specifically, | run two OLS regressions (one for QRT, one for IWT) in which the dependent variable is grant-driven wage growth
per grant dollar and the independent variables are pre-training quarterly wage, age, grant per trainee, and a dummy variable for
each of the industries that appear in the relevant industry graph.
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Policy Considerations
Because of the close relationship between wage growth due to training and productivity growth due to
training,* the wage growth results in the literature review and from the QRT and IWT data analysis are
informative about what program characteristics make a productivity-focused training program more
effective. In particular, the characteristics below would likely contribute to such a training program’s
effectiveness:
e provides grants for on-the-job training;
e has a focus towards workers with a low level of
O education,
O pre-training wage, and
0 age (however, not youths);
e returns a low level of grant per trainee; and
e targets industries in line with the explanations above.

Comments

While the return associated with the QRT training program is relatively low, it is worth reiterating that a
Return-on-Investment does not address issues of overall effectiveness or societal benefit. It is beneficial
to the state to have a more productive and educated populace, even if the financial returns are initially
minimal. Additionally, returns to the employees may take decades to develop and may not be captured
in a three-year period. Furthermore, the availability of these programs signals to the business
community that the state is actively engaged in devising strategies and providing resources to meet
their workforce training needs. Collectively, these programs enhance the state’s business climate and
support state and local economic development efforts.

45> The consensus in the training literature is that the effect of training on a worker’s wage growth is approximately half of its
effect on his productivity growth. See Barron et al. (1989), Dearden et al. (2005), Ballot et al. (2006), Colombo and Stanca (2008),
and Konings and Vanormelingen (2010).
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