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HB 48 Relating to distributions from the employment and
training investment holding fund

The Skills Development Fund efficiently provides core training services that make Texas more
globally competitive.

e SDF promptly improves the quality and readiness of our workforce, and enhances the ability of
current Texas employers to compete;

e The Enterprise Fund is ancillary to most employer expansion and relocation decisions, and far
less important than:
0 workforce quality;
O access to markets;
O regulatory environment.

e Texas Enterprise Fund disbursements lack a specified object of expense, as firms do not have to
disclose method or item of expenditure.

Skills Development Fund Performance: FY 2002-FY 2006

Fiscal Retained

Year Cost per Job New Jobs Jobs Total Jobs Expenditures
FY 2002 $759 7,116 8,556 15,672 $11,902,545
FY 2003 $885 5,509 9,739 15,248 $13,500,127
FY 2004 $903 2,934 10,537 13,471 $12,159,712
FY 2005 $699 3,351 8,896 12,247 $8,562,419
FY 2006 $737 3,127 10,963 14,090 $10,384,566
Totals $799 22,037 48,691 70,728 $56,509,369

Source: Texas Workforce Commission; CPPP Analysis, 2007

Texas Enterprise

Fund Performance: FY 2004-FY 2007

Cost per Job (*)

TEF-Related Jobs (**) | Expenditures

$7,291

45,588 $332,420,000

Source: Office of the Governor, 2007
*This analysis does not include local incentives.
**A portion of these jobs have yet to be filled.
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The Employment and Training Investment Holding Fund is vulnerable to upticks in the
unemployment rate.

e The shift from GR-financing to Ul-financing creates new concerns related to funding stability.
e As the unemployment rate rises, and the Ul trust fund shrinks, the ability to finance
customized training diminishes at a critical time.

e The Holding Fund lacks a mechanism to hold training funds in reserve to prepare for a “rainy
day” or sustained periods of high unemployment.

The Skills Development Fund directly addresses one of the state’s most urgent needs: a skilled and
adaptive workforce.

e For every one legitimate project that is funded, another three projects go unfunded.

e Texas has 1.06 million working families under 200% of the federal poverty level;
0 Nearly half (48%) of these working families have az least one parent without a high school
diploma/GED. (Ranked 49"; US Average=33%);
0 Barely a third (35%) of these working families have ar least one parent with some
postsecondary education (Tied for 49th; US Average=43%).

Recommendations

e Increase SDF allocation for FY 08-09 with annual step increases in the out-years (towards a
50/50 share);

e Institute a “trigger” mechanism connected to the unemployment rate (or UI trust fund) to
ensure adequate funding for critical retraining initiatives;

e Link Enterprise Fund disbursements with specific, value-added employer activities (e.g. child
care, health care, tuition reimbursement, etc.)
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