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ABSTRACT 
 

States have begun to use training subsidies as a policy tool for employment retention and 
business competitiveness.  This paper summarizes a survey of states concerning their 
investments in incumbent worker training.  Altogether, states are investing about $550 to $800 
million, which is perhaps one percent or less of total private sector training costs.   

 
The paper further discusses a study conducted for one state in which we found significant 

fiscal returns implying that underinvestment of public funds for incumbent worker training may 
be occurring.  In this state, primary sector jobs were created or retained at a public cost of less 
than $9,000 per job; a cost that rivals or bests most economic development initiatives. 
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INTRODUCTION 

At a small firm that manufactures plastic tubing for medical procedures, a trainer 

provided a team of production workers with a video camera.  The team’s homework assignment 

as part of a training course was to videotape their procedure for switching the production of 

tubing with one diameter to tubing with a different diameter.  The team formally diagnosed the 

procedure that had been video-taped during a subsequent training session and derived a list of 

over 20 ways they could make the shut-down and set-up more efficient.  It was easy for an 

outsider to picture the productivity improvements that were going to immediately occur with 

those team members as soon as they returned to the production floor.   

At a large automotive Tier 1 supplier, John was a dependable, hard worker, but he lacked 

the communication and problem-solving skills to progress in his career.  After 10 years on the 

job, he still was in the same entry-level position into which he was hired.  After an 80-hour 

general, basic skills class, John blossomed.  His supervisor marveled at the change and indicated 

that John has recently contributed several useful suggestions for improving the work flow of his 

line.   

These are two anecdotes from the qualitative portion of evaluations, undertaken by the 

author, of two state-funded training initiatives for incumbent workers.  A more thorough 

quantitative evaluation of the program administered by one of the states demonstrated quite 

handsome returns for the worker, firm, and state.  This evidence has led to the hypothesis that 

there is a reservoir of productive skills in incumbent workers, especially frontline, low-wage 

workers, that, if tapped, could produce substantial economic benefits for both the workers and 

the employers. 

In the events described above, state funding had been the catalyst for tapping into the 

workers’ skills.  The question might be asked of whether state governments should engage in 

private-sector training such as that exemplified by these anecdotes in order to tap the embedded 

productivity.  On the one hand, the programs are creating value added for the firms and workers 

who are subsidized.  On the other hand, the government may be propping up poorly performing 

or more poorly managed companies.  After all, general training to relatively low-skilled workers 

is fairly inexpensive and quite accessible.  So, if there is a substantial payoff to be had, why 

hadn’t the companies invested in the training themselves?   
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The purpose of this paper is to consider the rationale for public support of incumbent 

worker training, to document some very recent data on the extent of subsidized training that is 

occurring in the United States, to summarize the findings from a study of such training in one 

state where quite significant fiscal returns were estimated, and to suggest a specific public policy 

aimed at increasing its incidence and effectiveness. 

WHY PUBLIC SUPPORT MAY BE WARRANTED 

For the most part, publicly supported skill training for adults is provided to nonemployed 

individuals.  The Workforce Investment Act (WIA), as with its predecessors the Job Training 

Partnership Act and Comprehensive Employment and Training Act, targets public training funds 

on individuals having difficulties becoming employed or facing worker dislocation.  The reasons 

for this targeting are transparent.  Shortening spells of nonemployment is likely to reduce public 

employment-conditioned transfer payments and increase the efficiency of the labor market.  

Furthermore, public subsidies overcome human capital investment borrowing constraints that 

may be especially severe for nonemployed individuals.   

However, in addition to investments in job training for nonemployed individuals, it 

should be noted that the public does provide job training support for employed workers and has 

done so for decades.  This type of support for incumbent workers is probably less well-

recognized and is certainly of a reduced scale compared to programs for nonemployed 

individuals.  One example of public support for employed workers is economic development 

initiatives such as job training grants aimed at business attraction or expansion.  These often take 

the form of customized training contracts with community or technical colleges for training 

workers who will be employed in expanded or newly opened facilities.   

More recently states have turned to the subsidization of incumbent worker training for 

retention and competitiveness reasons.  The dynamics of economic change, especially the 

relative shift away from manufacturing and toward services, are leaving some states with 

obsolete manufacturing capacity and, often, relatively highly paid dislocated workers who lack 

skills or have high mobility costs that impede their employment prospects.  In response to these 

problems, states are investing public funds in training activities for existing workers to try to 

retain businesses. 
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Why are states spending scarce resources to subsidize training investments, the 

beneficiaries of which usually are the workers who get trained and their employers?  There are at 

least four key rationales.  First, states are using incumbent worker training programs to avert the 

social costs of unemployment.  These costs include income losses that are not insured by the 

Unemployment Insurance system; for example, lost productivity because of involuntary 

unemployment, external costs such as the deleterious effects on physical or mental health that 

may occur because of unemployment, loss of tax receipts and possible expenditure increases, and 

general deterioration of the state’s productive capital stock. 

The second rationale for public funding is the notion that employers tend to avoid 

offering training that imparts general skills because of potential “poaching” by other employers.   

The classical Mincer/Becker model of training implies that if workers gain skills that are general, 

i.e., useful in other firms, then those workers will become recruitment targets for other firms that 

may need workers with those skills.  With frontline workers, typically the training that is most 

needed tends to be very general in nature.  Note that Bassi (1992) and Hollenbeck (1993) suggest 

that this factor did not seem to affect employer training behavior, at least in workplace literacy 

efforts. 

A third justification for public intervention in the market for training is that capital 

markets do not readily fund investments in human capital.  Human capital accumulations are not 

valued on a company’s financial statements.  Human capital can not be collateralized, and 

business financing has a short-term payoff bias that militates against the funding of training.   

A final rationale is an equity argument.  Many studies have documented the low 

incidence of corporate training that goes to low-wage, entry-level employees.  (See, for example, 

Relave [2003].)  In a thorough analysis of training using three different national surveys, Barron, 

Berger, and Black (1997, p. 81) note, “Even after controlling for other factors, college graduates 

receive between 56 to 60 percent more training than high school graduates in the first three 

months of employment.” Frazis et al. (1998, p. 11) note, “A smaller proportion of those in the 

bottom quartile [of weekly earnings] receive formal training than do higher earners . . . Hours of 

training also are lower for those in the bottom quartile: these individuals received an average of 4 

hours of formal training, as opposed to 23 hours for those in the top quartile.”  
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STATE INVESTMENTS IN INCUMBENT WORKER TRAINING 

There do seem to be reasonable justifications for public support of training.  So the 

question becomes, what is the socially optimal level of that support?  Estimates suggest that the 

private sector invests approximately $50–$60 billion a year in training (Training 2006).  Extant 

and newly collected data from states suggest that only a small fraction of this amount (perhaps 

about one percent) is publicly subsidized.  Moore et al. (2003) document a total of 36 states that 

funded incumbent worker training in 1998–99 with a total budget of about $317.8 million.  The 

U.S. General Accounting Office (2004) surveyed all 50 states plus the District of Columbia and 

found that 23 states used employer tax revenues to fund “employment placement and training 

programs” in 2002.  These states reported spending $278 million on these activities, of which 

$202 million was on training.  Note that these two sources are not directly comparable because 

the Moore et al. study refers to customized training expenditures that may come from any source 

of revenue, whereas the U.S. General Accounting Office study focuses exclusively on employer 

tax revenues. 

Duscha and Graves (2007) document a thorough study of state-financing of customized 

training.  They report that in FY 2006, states subsidized the training of about one million 

individuals at a cost of $571 million.  They further report that this level of spending was down 

from a peak of $721 million in FY 2000. 

Upjohn Institute staff members have recently completed a structured data collection 

effort to update information that we had previously collected in 2005.  Hollenbeck and Klerk 

(2007) present findings from the earlier survey of states conducted in summer 2005.  This survey 

received responses from individuals in 30 states.  Only 22 of these 30 states provided 

expenditure information.  They reported spending $324.3 million on incumbent worker training 

in FY 2004.  An extrapolation of this figure on a population basis yielded a national estimate of 

approximately $591 million.  Similar to the Duscha and Graves (2007) findings, our 2005 survey 

indicates that total spending had decreased every year for the prior four years.  Between 2001 

and 2004, there had been a 30 percent decline in nominal dollars according to this survey. 

In our more recent effort, we have tried to carefully specify the definition of and types of 

incumbent worker training for which we are collecting data so that we have comparable 

information across states.  In particular, we included WIA incumbent worker training that is 

funded out of the state’s 15 percent administrative allocation or from local allocations in states 
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that have received a local waiver to use funding for such training.  We included customized 

training for economic development purposes, state tax credits for training investments, programs 

that are funded by special taxes imposed by the state such as surcharges on employer 

unemployment insurance (UI) tax liabilities, and incumbent training programs funded by state 

general appropriations or bonds.  We excluded on-the-job training (OJT) contracts funded by 

WIA, vocational rehabilitation funded training, veterans’ programs, apprenticeships, retention 

and advancement programs funded through TANF, the President’s High Growth Initiative, 

sectoral programs, and state- or federal-funded demonstration programs.  In general, we were 

trying to include state-funded (or state-administered) efforts that are strategically targeted on 

firms, and to exclude programs that were primarily aimed at training individuals (WIA OJT’s, 

vocational rehabilitation, or apprenticeships).  Furthermore, we excluded sectoral collaborations 

or intermediary efforts like the High Growth Initiative because we believed it was impossible to 

determine how much funding actually got invested in incumbent workers.1   

The data collection involved two phases.  We first conducted a Web-based document 

search to determine the incumbent worker training programs that each state was offering.  This 

task was not at all straightforward because 1) some states bundle together different sources of 

revenue, 2) programs are administered by different state agencies (and sometimes non-

governmental agencies), and 3) states may have christened their programs with unique names 

intended to help market them.  We examined documents but sometimes had to download 

legislation or make phone calls to determine exactly what the programs were intended to 

accomplish.  The document National Governors Association (1999) was helpful to us in the 

identification phase of our data collection effort.   

The second phase of the project involved obtaining data about FY 2006 expenditure 

levels, number of firms assisted, and number of employees trained with public funding.  We did 

this phase mainly by telephone and E-mail.  The appendix provides a complete listing of results 

from this data collection.  The following paragraphs summarize our results by type of funding. 

WIA Statewide Incumbent Worker Training (IWT).  States may reserve up to 15 percent 

of their Workforce Investment Act funding for state administrative purposes.  An allowable 

                                                 
1 Hollenbeck and Eberts (2006) find that the Michigan Regional Skills Alliances program offered virtually 

no training; rather, the effort primarily facilitated capacity building and informational flows between partners.  
Trutko et al. (2007) report that only a minority (6 out of 20) of the High Growth Job Training Initiative Grants 
examined in their study targeted incumbent workers, and not all of them got to the point of actual training delivery.  
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expense from these funds is incumbent worker training.  A majority of states—30 all together—

indicated that they were funding IWT with their 15 percent funding.  We were able to get 

detailed data on expenditures, firms subsidized, and trainees from 24 of the states.  These 24 

states reported that they had used WIA statewide funds to subsidize training at 2,686 firms at a 

cost of about $63.81 million in FY 2006.  At these firms, a total of 122,229 workers were 

trained.  Thus for these 24 states, the average firm received a grant of about $23,750, and the 

average expenditure per worker was about $522. 

Economic Development Customized Training.  Of the 51 states, 30 indicated that they 

are funding customized training for economic development, and we received detailed data from 

27 of the states.  These states reported that they spent about $170.07 million in FY 2006 for 

training at 9,974 firms.  The states reported a total of 385,775 workers trained.  Thus for these 27 

states, the average firm received about $17,050 in funding, and the average expenditure per 

worker was about $440. 

State Training Funds from General Appropriations.  Only 18 states indicated that they 

had job training funds that may be used for existing workers that are funded with general state 

appropriations.  These 18 states spent about $176.70 million in FY 2006 for training at 8,132 

firms.  Altogether, they reported that a total of 263,605 workers had been trained with these 

funds.  Thus for these 18 states, the average firm received about $21,730, and the average 

expenditure per worker was about $670. 

State Training Funds from Unemployment Insurance Taxes.  The largest sources of funds 

for subsidized training are training funds that are financed with surcharges on firms’ or 

employees’ unemployment insurance tax liabilities or from interest accrued on state UI trust 

funds.  A total of 19 states indicated that they are funding training with revenues from the 

unemployment insurance system.  We were able to get detailed expenditure, firm, and employee 

data from 17 of the 19 states that offer these funds. The 17 states spent about $243.62 million of 

these funds in FY 2006 for training at 6,420 firms; they also reported a total of 421,326 workers 

trained.  Thus for these 17 states, the average firm received about $38,650, and the average 

expenditure per worker was about $580. 

Tax credits.  As shown in the appendix, seven states indicated that they had training tax 

credits for firms.  Only five of the states provided data about take-up of these credits.  These 
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states provided credits to about 500 firms in FY 2006 for training activities that were undertaken 

by about 100,000 workers. 

Total.  If we extrapolate by population for the handful of states with incomplete data, 

then we estimate total incumbent worker training funds in the United States to have been about 

$719.14 million in FY 2006.  This is in line with other estimates.  Hollenbeck and Klerk (2007) 

estimated total expenditures for FY 2001 through FY 2004 (nominal dollars) at $815.2 million, 

$661.5 million, $613.6 million, and $590.9 million, respectively.  Duscha and Graves (2007) 

provide the following estimates for FY 2001 to FY 2006 (nominal dollars):  $633.5 million, 

$607.5 million, $584.4 million, $513.2 million, $552.0 million, and $571.3 million, respectively.  

In short, we can have a fair degree of confidence that total investments in incumbent worker 

training total around $550 to $800 million.  Our extrapolation estimates that in FY 2006, 

approximately 1.33 million workers were trained with public subsidies to approximately 30,300 

firms.  Thus the “typical” subsidy was about $23,700 per firm and $540 per worker. 

EVIDENCE ABOUT RETURN ON INVESTMENT FROM ONE STATE’S PROGRAM 

In 1999, Massachusetts initiated a competitive grant program to support incumbent 

worker training.  This section of the paper provides some background on the Massachusetts 

program, which we evaluated in a study conducted over the past 18 months (Hollenbeck 2007). 

The Massachusetts Workforce Training Fund (WTF) program is funded by a (mandatory) 

contribution by Massachusetts employers that accompanies their state unemployment insurance 

tax liabilities.  The calendar year 2006 flat rate contribution for the Workforce Training Fund 

was 0.06 percent of unemployment insurance taxable wages.  The maximum of those taxable 

wages was $14,000, so the maximum annual contribution per employee was $8.40.  This 

contribution raises about $21 million a year for the Fund. 

According to its most recent annual report (Massachusetts Department of Workforce 

Development 2005), the WTF program has awarded more than $107 million to 2,258 companies 

to train more than 157,000 employees since its inception in 1999.  In FY 2005, the General 

Program awarded $21.2 million to 209 companies to train 25,669 employees.  By regulation, the 

grants require a 100 percent match (may be in-kind) from companies and may not exceed two 
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years.  In the descriptive data below, we show a mean length of 18.1 months, with a range from 

0.6 to 38 months.2 

Descriptive Data 

The evaluation that the Upjohn Institute conducted was overseen by the Commonwealth 

Corporation (CommCorp), which is the administrative entity for the state’s workforce 

development board.  To support the study, CommCorp staff developed a WTF analytical 

database by merging automated application data and evaluation report administrative data.3  It is 

our understanding that these data represent the universe of companies that received training 

grants, completed the training, and filed evaluation reports since the inception of the program in 

1999.4  Altogether, the database had information on 822 grants awarded to 781 

companies/organizations.5  The grants comprising this database totaled $52.480 million to 

subsidize training for 80,798 workers.  The actual expenditures from the grants totaled $48.736 

million and covered 81,625 workers.6 

Table 1 provides general descriptive information about the grants that are in the database.  

The average grant was just under $60,000, trained about 100 workers, and lasted about 18 

months.  Of course, there was 

considerable variation.  For 

example, the grants ranged from 

$250 to $474,000; the number of 

employees trained ranged from 1 to 

over 3,000.  The average grant per 

trainee averaged about $1,284, but it ranged from $30 to almost $25,000. 
                                                 

2 Only six grants reported a duration exceeding two years.  Extensions of the two-year contract period are 
apparently granted on rare occasions when extenuating circumstances delay the actual start-up of training. 

3To receive closeout funding, companies are required to submit a fairly detailed evaluation report about 
their training grant activities and results.  

4 The format of some of the evaluation reports from the earliest grants did not align with the format of these 
reports for later years, and so these reports/grants did not get automated and are missing from the analytical 
database.   

5 Twenty-nine companies have application and evaluation information from two grants, and six companies 
have information from three grants. 

6 About 80 percent of the firms reported actual expenditures that exactly matched their grant funds.  About 
15 percent spent 90 percent or less.  On the other hand, just under 60 percent of the firms reported training the same 
number of employees as they had planned in their application.  About 15 percent of the firms trained 90 percent or 
less of their planned number, and another 15 percent trained 110 percent or more.  The other 10 percent of firms 
trained a number of employees that was within +10 percent of their plans.    

Table 1  Characteristics of Massachusetts Workforce 
Training Grants 

Characteristic Average Minimum Maximum 
Size of grant $  59,294 $  250 $  474,000 
Employees trained 99.9 1 3,032 
Grant length 549 days 18 1,352 
Cost/trainee $  1,284 $  30 $  24,980 
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What kinds of firms received these grants?  Table 2 provides descriptive statistics.  

Relative to the number of employers in the private sector economy, manufacturing employers 

were considerably overrepresented.  Over 65 percent of the grants had been awarded to 

manufacturing firms, whereas only 14 percent of the state’s private sector firms were in 

manufacturing.7  Firms in the retail trade sector received about 7 percent of the grants, but they 

comprised about 20 percent of private sector employers in the state.  Similarly, services received 

14 percent of the grants, but they comprised 43 percent of the employers.  Finance, insurance, 

and real estate firms, which comprised approximately 8 percent of the state’s firms, received 

about 5 percent of the grants. 

The average 

employment size of the firms 

was about 309, but it ranged 

from 2 to over 11,250.  About 

one-third of the grant recipients 

had less than 50 employees, 

whereas only about 12 percent 

had more than 500.  The 

median employment size was 

115.  Just under 10 percent of 

the firms with training grants 

were nonprofit organizations, 

and about 9 percent were 

unionized.  Workforce training 

fund grants may not be used for 

salaries or wages of workers 

while in training.  

Consequently grants tended to 

fund training provided by 

external parties.  Some of these were (profit-making or nonprofit) management consultants, and 

some were community colleges.  From the database of 822 completed grant applications, there 

                                                 
7 Statewide percentages of private sector firms are from the Workforce Training Fund 2005 Annual Report. 

Table 2  Characteristics of Firms Receiving Grants 
Characteristic Percentage 
Industry  

Food, textiles, apparel 
Wood, paper, chemicals, plastic 
Metal products, machines, electrical 

Manufacturing, subtotal 

4.0% 
12.7 
48.5 
65.2% 

Retail: Books, music, general 
Finance and insurance 
Other services, except public admin. 
All other 

Nonmanufacturing, subtotal 

7.2% 
5.2 

14.3 
8.1 

34.8% 
Union status 

Unionized 
Nonunion 

 
8.7% 

91.3 
Region 

Central 
Greater Boston 
Northeast 
Southeast 
West 

 
15.1% 
28.3 
15.6 
21.1 
19.9 

Profit status 
Nonprofit 
For profit 

 
9.4% 

90.6 
Ownership 

Private 
Public 

 
79.1% 
20.9 

Employment size, mean 
 

        Minimum 
        Maximum 

309.4 
 

2 
11,283 
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were a total of 1,243 trainers proposed.8  (Many applications propose several trainers since the 

companies were proposing several types of training.)  Of the 1,243 trainers proposed, there were 

610 unique providers.   

According to the self-reported evaluation data, the training grants had quite positive 

impacts on the firms (Table 3).  The percentages of firms that reported productivity 

improvements, that reported competitiveness improvements, and that reported other positive 

benefits were all over 90 percent.  Among the 15 productivity improvement items to which the 

firm representatives were asked to check, over 50 percent of the firms indicated that the training 

resulted in improved efficiency.  About 40 percent indicated that they had improved 

quality/accuracy, and about 25 percent noted improved throughput. 

 

Among the 16 competitiveness improvement indicators, almost half of the firms indicated 

that the training had resulted in increased employee skills and increased employee knowledge.  

Almost 30 percent of the firms felt that the training had resulted in better customer/client service.  

The administrative report gives the respondents 13 indicators of other benefits that might have 

accrued to the firm as a result of the training.  Over half indicated that the training had resulted in 

                                                 
8 Of the 822 records in the database, 669 have information about one or more training providers. 

Table 3  Training Grant Impacts on Firm 
Impact Percentage/Categories of Improvements or Benefits
Productivity Improvement (III, q.1)a 
  Yes 
  No 

 
90.8% 
  9.2 

 Improvements noted most often:  Improved efficiency 
 Improved quality/accuracy 
 Improved throughput 

Competitiveness Improvement (III, q.2)a 
  Yes 
  No 

 
91.8% 
  8.2 

 Improvements noted most often:  Increased employee skills 
 Increased employee knowledge 
 Better customer/client services 

Other benefits (III, q.8)a 
  Yes 
  No 

 
91.2% 
  8.8 

 Benefits noted most often:  More teamwork 
 Improved communications 
 Better understanding of the “big picture” 

aQuestion number on the WTF close-out evaluation report. 
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more teamwork and improved communications.  About one-third of the firms reported that the 

training resulted in better understanding of the “big picture.” 

The evaluation reports also provided self-reported impacts on workers.  Summaries of 

these data are displayed in Table 4.  About two-fifths of the firms reported that they promoted 

workers as a direct result of the training.  On average, a little over nine workers were promoted 

in the firms that indicated that promotions had occurred.  About 30 percent of the firms reported 

that they hired new workers as a direct result of the training.  On average, about 12 workers were 

hired in these firms.  In a little over one-fifth of firms, the respondent indicated that layoffs had 

been prevented because of the training.  On average, these firms refrained from laying off about 

12 workers.  Finally, about half of the firms responded that they gave workers increased wages 

because of the training.  These increases averaged 8.9 percent. 

 

 

Return on Investment 

The Workforce Training Fund grants involve three entities, and each bears costs and 

receives benefits.  We now turn to estimates of the returns received by workers who receive the 

training, firms that provide the training, and the Commonwealth, which is acting in the interest of 

its taxpayers. 

Table 4  Training Grant Impacts on Workers   
Impact Percentage Size of Impact 
Promotion as result of training?  (III q.3, 3a)a 
  Yes 
  No 

 
40.7% 
54.3 

 

 If yes, average no. of promoted workers:    9.3 workers 
New hires as result of training?  (III q.4, 4a)a 
  Yes 
  No 

 
28.9% 
71.1 

 

 If yes, average number of new hires:    11.7 new hires 
Layoffs prevented as result of training?  (III q.5, 5a)a 
  Yes 
  No 

 
22.6% 
77.4 

 

 If yes, average number of prevented layoffs:    12.4 layoffs prevented 
Increased wages as result of grant?  (III q.6, 6a)a 
  Yes 
  No 

 
47.6% 
52.4 

 

 If yes, average wage increase:    8.9% 
aQuestion number on the WTF close-out evaluation report. 
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To workers and firms.  Business firms are the decision makers about the design of the 

training proposed for funding by the Workforce Training Fund grant program.  Firms apply for a 

grant if they believe that the training subsidy together with their investment in matching costs 

will yield a monetary benefit that exceeds the firm’s investment.  The training may result in 

payoffs to workers, but the underlying motivation is for the firm to reap a benefit. 

Precise calculation of the return on investment to training for a firm is impossible because 

it requires observing the firm in two different states of the world: one having the training take 

place, and an imaginary counterfactual state of the world in which the firm did not offer the 

training.  If one could observe these two states of the world simultaneously, then the benefit to 

the training program would be the discounted value of all future profits net of training costs for 

the firm less the discounted value of all future profits for the firm had it not offered the training.9 

That benefit minus the cost borne by the firm as a percentage of the training investment would be 

the return on investment of the training. 

Given the data that were available to us from the application and evaluation reports, we 

have used some extrapolative assumptions to generate estimates of the returns.  That is, the 

evaluation reports provide information about impacts, and we use state-level ratios to calculate 

the information needed to convert this information into formal estimates of the return on 

investment.  This is equivalent to the assumption that the firms that received grants and their 

employees are similar, on average, to all of the firms and employees in the state.   

To estimate the rates of return on the workforce training, we hypothesize that the training 

grants might have two types of impacts: 1) a wage/productivity impact, and 2) an employment 

impact.  The wage/productivity impact refers to the increase in productivity that occurs for 

workers who were trained.  The skills that trainees acquire will, in general, increase their 

productivity.  Economic theory suggests that because the workers are more productive, their 

wages should increase, which is called the return to training for the workers.  Of course, firms 

also retain a share of the increased productivity, in general.  This constitutes part of the return on 

investment to firms.  The remaining portion of the return on investment to firms comes from the 

employment impact, which refers to the fact that in some instances the training either created 

new jobs or saved jobs from being eliminated.    

                                                 
9 This discussion is phrased as though the firm is a profit-making enterprise.  If the firm is nonprofit, then 

the discussion would be similar, except that the profit concept would be replaced by revenue or budget, which are 
assumed to be equal. 
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The textbook model of the returns to training has a trainee’s productivity and earnings 

while he or she is in training being less than an otherwise identical worker not being trained.  

This assumes that the trainee is less than fully productive while they are spending time in 

training, and it assumes that the employer can reduce the level of earnings to training participants 

while they are being trained.  It is likely that productivity is lower than earnings during the 

training period to reflect a cost sharing between the employer and employee.  The difference 

between an untrained worker’s earnings and the trainee’s earnings is the worker’s share of the 

cost.  The difference between the trainee’s earnings and productivity is the employer’s share. 

After the training is over, the trainee’s productivity and earnings grow substantially faster 

than the productivity and earnings growth rate for the untrained worker.  This is the payoff (or 

benefit) to training.  Again, this is shared between the worker and firm.10  It is assumed that the 

trainee’s productivity will grow faster than earnings.  The difference between the trainee’s 

earnings profile and the earnings profile of the untrained worker is the worker’s payoff, and the 

difference between the trainee’s productivity and earnings profiles is the firm’s payoff.  As long 

as the discounted value of the firm’s payoff is greater than its share of the training cost, the firm 

will have an incentive to train. 

Questions on the employer evaluation report provide information about employee wage 

increases resulting from the training.  Specifically, the questions are phrased as follows: 

6. Have you increased (or, within the next six months do you expect to 
increase) wages as a direct result of this grant? Yes or No 

6a. If yes, what was the average wage increase?    __________ 
7. Did other employees, not trained through the grant, also receive a wage 

increase during the same period?   Yes or No 
7a. If yes, what was the average increase?    _________ 
 

In the database, 46.7 percent of the respondents indicated yes to question 6.  The average wage 

increase for the firms that responded to question 6a was 8.9 percent.  36.5 percent of the 

respondents indicated yes to question 7, and the average wage increase for the firms that 

responded to 7a was 3.4 percent.  We constructed a variable to represent the difference between 

the wage increment to trainees and to other employees not trained through the grant.   

                                                 
10 The extent of cost and benefit sharing between worker and firm has traditionally been thought of as a 

function of the specific or general nature of the training.  As developed by Becker (1964), the theory suggests that 
workers receive the full benefit of the training and bear the full cost of the training if it is general in nature (skills 
developed are useful in other firms).  However, much of the empirical training literature has shown that most 
training is general, and yet employers “pay” for and receive benefits from general training.   
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Altogether, we were able to calculate a wage differential for about 35 percent of the 

sample, and the mean of it was 8.0 percent.  For those firms, the average return to training for the 

workers was 8.0 percent.  For the other 65 percent of the sample, we don’t know if the individual 

completing the report 1) did not know or chose not to answer the questions, 2) felt that the 

productivity benefit of the training was zero, or 3) felt that the firm received the full share of the 

training benefit.  In the latter two cases—no productivity benefit or the firm appropriates the full 

share of the training benefit—then the workers’ return is 0.  That means that the return to training 

for the workers is in the range of 2.8 to 8.0 percent11 assuming that the worker bears no costs, 

i.e., wages are not reduced during the training period.  Since by assumption the workers are not 

investing in the training, this estimate is not a return on investment, but rather an (average) 

immediate raise in wages.  But of course, over time, the differential may increase or depreciate in 

size.  

The return on investment for firms builds on the productivity/wage impact of the training, 

but also includes what we have referred to as an employment impact.  Estimating a firm’s return 

on investment requires estimating the impacts on total firm productivity over and above wage 

gains.  However, there are no quantitative measures of productivity in the data, so we need to 

make some assumptions about these gains.  One approach would be to find estimates in the 

literature.  Unfortunately, very few data sets have reasonable data to estimate the productivity 

profiles.  The most reliable empirical estimates may be found in Barron, Berger, and Black 

(1997) and Lowenstein and Spletzer (1999).  These studies both find that the growth rates of 

productivity that result from training far exceed the growth rates in wages—on the order of 10 

times faster.  Firms apparently gain far more from training than do workers.   

To develop an estimate, we make a far more conservative assumption—that the ratio of 

the additional value added at firms that have trained their workers to the wage gains of those 

workers is equivalent to the statewide average of value added (gross state product) to 

compensation of employees.  In 2004,12 the gross state domestic product for Massachusetts was 

                                                 
11 The 2.8 percent estimate was derived by computing 35 percent * 8.0 + 65 percent * 0.0 percent.  Note 

that Barron, Berger, and Black (1997) estimate the worker return to training to be 2.0–2.8 percent.  Lowenstein and 
Spletzer (1999) estimate it to be 4.4–4.6 percent. 

12The state-level macroeconomic and population data used to derive rate or return estimates are from 2004.  
There are several reasons to use these data.  First, it is the approximate time period when many of the grants and 
much of the training ended.  Second, it is the most recent year for which full data are available.  Finally, it is a year 
in the middle of an economic cycle—neither peak nor trough.  Furthermore, the dollar figures are all nominal, i.e., 
not adjusted for inflation, even though some grants may have ended well prior to 2004.  The reason for this is that 
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$312.7 billion and employee compensation was $196.1 billion, (equivalent to the compensation 

share being 62.7 percent).  Total employment (on a jobs basis) in Massachusetts in 2004 was 

4.057 million, so total value added and total employee compensation on a per job basis were 

about $77,100 and $48,300, respectively.  The completed grants in the database were used to 

train 81,625 workers, so the estimated increase in state value added and total compensation 

resulting from the training using the estimated return to workers of 2.8–8.0 percent would be 

$176.2–$503.4 million and $110.4–$315.4 million, respectively.   

Firms accrue a second benefit to the training that we refer to as the employment impact.  

In these cases, the training creates additional economic activity because it expands employment 

or prevents layoffs.  Questions on the Employer Evaluation report provide information about 

new hires or prevented layoffs as a result of the training program.  Specifically, the questions are 

phrased as follows: 

4. Were there any new hires as a direct result of the training program? 
        Yes or No 
4.a. If yes, how many?     ___________ 
5. Were any layoffs prevented as a direct result of the training program? 
        Yes or No 
5.a. If yes, how many?     ___________ 

 
A total of 28.9 percent of the respondents indicated yes to question 4, and the average number of 

new hires for the firms that responded to question 4a was 11.7.  22.6 percent of the respondents 

indicated yes to question 5, and the average number of layoffs prevented for the firms that 

responded to 5a was 12.4. 

Altogether, the grants at the 822 firms in our database resulted in 3,995 new hires or 

layoffs prevented.  By the wording of the questions, we can assume that without the training 

grants, employment in these firms would have contracted by these 3,995 new hires or prevented 

layoffs.  Total employment at the firms that reported employment size (n=754) was 233,278.  

Thus, employment rose, on average, by about 1.7 percent as a result of the grants.  If we assume 

constant returns to scale,13 then value added in these 754 firms rose by 1.7 percent.   

To derive a return on investment for employers who, unlike workers, do invest in the 

training, we need to estimate the additional profits that firms accrue from the productivity and 

                                                                                                                                                             
the assumptions used to generate the estimates are very strong, so that any refinements made by adjusting to real 
dollars would be marginal, at best.   

13 A conservative assumption because most expanding new firms are operating with economies of scale. 
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employment impacts.  Using the above-mentioned state value added per job of $77,100 means 

that the 754 firms that reported total employment generated about $18.0 billion in value added.  

The employment impact of 1.7 percent implies that that impact increased value added by 

approximately $305.8 million.  Adding the approximate wage/productivity impact of $176.2—

$503.4 million yields a total estimated impact on state value added of $482.0—$809.2 million.  

According to the Bureau of Economic Analysis (2006, Table 13), the average U.S. corporate 

profit rate in 2004 was 11.0 percent of gross value added.  Thus our estimate of additional profits 

generated by the training is $53.0–$89.0 million. 

The investment that firms made was the matching expenditures required by the grant.  

The match that is required of firms receiving a grant is 100 percent, but in case studies and 

anecdotes, we learned that firms tend to invest more than the 100 percent required.  So to be 

conservative in our estimate of return on investment, we will assume that firms can account for 

matching expenditures that total 150 percent of their grant awards.  However, we were told that 

workers are often, if not usually, fully productive during their training (they make sure that their 

workloads get handled by working extra hours without pay, for example), so 150 percent 

overestimates the firms’ net investments in the training.  We will conservatively estimate that 

firms invest 125 percent of the grant (+ 25 percent), on average.  The total grant expenditures by 

the firms in the database add up to $48.736 million.  So, the firms’ investments are $48.7–$73.1 

million.   

The first year return on investment for firms is then a payoff of $53.0–$89.0 million on 

investments of $48.7–$73.1 million.  At the midpoints of these ranges, this is a 16.6 percent 

return.  Of course, there is a huge uncertainty band around this return, and the return may grow 

significantly over time if the positive impacts do not depreciate rapidly.   

To the Commonwealth.  In addition to private returns to workers and firms, the 

Workforce Training Fund grants have fiscal returns to the state.  Altogether, the firms’ 

evaluation reports document 3,995 new jobs (either new jobs created or layoffs prevented.)  

However, if the job is in a service industry that mainly serves local customers, then the job 

increase in the firm that received the training grant may simply be a reallocation from another 

firm, and there is no net increase in employment for the state as a whole.  However, if the job 

creation occurs in an export-based sector, then the state has new employment generated directly 
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and indirectly through a multiplier effect.  Export in this context refers to sales outside of the 

state, either domestically to other states or internationally.14 

A total of 2,784 jobs were created in the export-based industries by the training grants.  If 

we assume a multiplier of 2.0,15 then the total number of “new” jobs created in the state was 

5,568.  A total of $48.7 million in grants was given out, so the subsidized cost per job created 

was $8,750, which is a fraction of the cost of job creation in many state economic development 

activities. 

Determining the rate of return for the Commonwealth requires assumptions about the 

fiscal benefits and costs of additional jobs and additional earnings in the state.  New jobs and 

economic activity will generate revenues in the form of taxes and service fees, but new jobs and 

economic activity may also increase services provided by the state, and thus may increase state 

expenditures.  Our “model” is to assume that state revenues (or more accurately, a subset of state 

revenues) depend on state personal income and that state expenditures depend on population.   

To estimate the potential fiscal payoff, we used data from the state’s budget revenues and 

expenditures.  On the revenue side, in 2004, general revenue from own sources ($37.11 billion) 

plus utility revenue ($2.45 billion) added up to be $39.56 billion, which was 14.77 percent of 

state personal income ($267.82 billion).  In other words, we have assumed that the new personal 

income from wage increases and from export-based job creation will increase the state’s own 

sources of revenue and utility revenue, but not intergovernmental revenue nor insurance trust 

revenue.  The ratio of personal income to employment (on a jobs basis) in 2004 was $66,014.  

Thus the 5,568 “new” jobs in the state would have raised personal income by $367.6 million.  

The ratio of personal income to total worker compensation in 2004 was 1.366, so the 

wage/productivity impact of the training would have raised personal income by $150.8—$430.8 

                                                 
14 The following sectors were assumed to be mainly export based: 

  Industry  Description 

3025 Manufacturing:  Food, textiles, apparel 
3026 Manufacturing:  Wood products, petroleum, chemical products, plastics 
3027 Manufacturing:  Metal products, electronics, electrical equipment 
3031 Transportation 
3032 Mail, Delivery, and Warehousing 
3036 Professional, Scientific, and Technical Services 
3037 Management of Companies and Enterprises 
3041 Arts, Entertainment, and Recreation 

15 Bartik (2006) cites a study of economic development programs that reports a median multiplier of 1.98. 
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million.  The combination would have raised state personal income by $518.4 – $798.4 million 

and state revenues by $76.6 – $117.9 million. 

On the state governmental expenditure side, we assume that the services provided by the 

state associated with new economic activity will include all direct general expenditures ($48.45 

billion) plus utility expenditures ($4.01 billion) minus capital outlays ($5.87 billion), public 

welfare ($10.31 billion), governmental administration ($1.82 billion), interest on debt ($3.13 

billion), and other and unallocable expenditures ($4.35 billion).  That is, we assume that the 

persons moving into the state (or not moving out of the state) will receive all of the services 

provided by the state government except for those items listed above—capital outlay, welfare 

(public assistance), governmental administration, interest, or other and unallocable expenses.  On 

a per capita basis, these expenditures are $4,211.   

The question is, for how many people will the state make these expenditures?  The 

literature suggests that when a state creates a new job, the likelihood that it is taken by, or the job 

chain that is created by that new job is filled by, an individual from another state is 0.8, and the 

likelihood that it is taken by a nonemployed state resident is 0.2 (Bartik 1993).  The overall 

growth in jobs of 5,568 is 0.137 percent of total jobs in the state.  We then assume that the state’s 

population grows by 0.11 percent (0.137 × 0.80).  The population of the state was 6.407 million 

in 2004, so we assume that the employment impact will result in an increase in population of 

7,022.  This population increase will result in an increase in state expenditures of $29.6 million.  

So the net payoff to the commonwealth is $47.0 − $88.3 million.  At the midpoint of this range, 

the state’s fiscal return on its investment of $48.7 million is 38.9 percent in one year.   

In summary, the point estimates of the rates of return for the first year following training 

are as follows: 

  Worker   5.4 percent (midpoint of range) 

  Firm       16.6 percent 

  Commonwealth  38.9 percent. 

The reader is reminded that each of these estimates has considerable uncertainty associated with 

it because rather broad assumptions were made in developing the estimates.  However, we 

attempted to be conservative in these assumptions. 
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IMPLICATIONS FOR PUBLIC POLICY 

A large segment of the population is being excluded from our nation’s education and 

training “policy.”  That policy prescribes formal elementary or secondary education for young 

persons between the ages of 6 and 18.  A substantial share of individuals who complete 

secondary education continue their formal education at a college or university.  Recent public 

policy initiatives are calling for substantially increasing the number of individuals who 

participate in formal postsecondary education and to broaden the share of youngsters who attend 

preschool.  In the workplace, individuals in professional and technical occupations are expected 

to participate in training.  However, literally tens of millions of individuals who might be 

characterized as holding frontline or production jobs are generally not even expected to 

participate in training or work-related education.  Anecdotal observation and analyses of training 

programs in one state suggest that we as a nation may be foregoing substantial economic and 

productivity growth by these low expectations and underinvestments in training.   

Serious barriers exist to boldly moving the amount of training given to low-wage/front-

line/production workers up to scale.  The issues include funding, but perhaps more perplexing is 

the design and development of appropriate materials and training capacity.  Osterman (2006) has 

proposed an innovative federally administered “Low Wage Challenge Fund.”  He proposes using 

the community college system as the infrastructure for educating and training low-wage workers 

because that system’s resources already exist.  However, in our experience, most employers and 

employees prefer on-site training. 

Notwithstanding Osterman’s suggestion, serious, careful planning needs to be invested in 

the problem of how to deliver substantially more training to frontline/production workers in the 

United States.  This planning activity would seem to be a legitimate activity for the federal 

government (i.e., U.S. Department of Labor) to tackle, but it is also a topic that foundations may 

wish to and be able to fund.   

One way to infuse resources into the issue, and potentially to move the level of training 

up to scale, would be for the federal government to match state UI-based training funds by using 

its Federal Unemployment Tax Act (FUTA) tax receipts, or imposing a small surcharge on the 

tax, to fund incumbent worker training.  The current effective annual tax rate for the federal 

portion of the UI system is 0.8 percent on a base of $7,000 per worker, which works out to $56 

per employee.  With over 120 million wage and salary workers, this tax raises approximately 
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$6.7 billion, which is allocated to the administration of the UI and employment service systems, 

the funding of extended benefits, and support of the trust fund.  Using our estimate of about $250 

million for the states’ UI-based training funds, it would take about four percent of the FUTA 

receipts, or alternatively a 0.04 percent surcharge rate (total tax rate of 0.84 percent) to match the 

states. 

Given the need for the U.S. to compete globally and given the reservoir of productivity 

that can be drawn upon from front-line or production workers, it would seem reasonable to begin 

to move in the direction of raising our expectations about the education and training of the 

American workforce. 

SUMMARY 

The conventional wisdom seems to be that as technological change accelerates and 

product cycles become shorter and shorter, the flexibility and adaptability of human capital will 

make it a resource whose relative value has and will continue to significantly increase.  On-the-

job-training is an important investment in human capital for individuals in the workforce, i.e., the 

majority of adults.  Since the returns to training mostly accrue to workers and firms, it is 

appropriate for them to shoulder most of the costs.  Widescale public subsidy of such training 

would likely not be efficient.   

However, states (and by extension, citizens) realize external benefits from worker 

training, and they have begun to use training subsidies as a policy tool for employment retention 

and competitiveness.  The share of the nation’s overall training investment that is subsidized by 

states, however, is minute—perhaps one percent.  Evidence from one state suggests that public 

subsidy of training may have significant fiscal returns implying that underinvestment of public 

funds may be occurring.  This state funds, on a competitive basis, grants for worker training that 

are submitted by businesses.  Self-reported data by the firms that conducted training exhibited a 

significant expansion or retention of employment due to the training activities.  Primary sector 

jobs were created or retained at a public cost of less than $9,000 per job—a cost that rivals or 

bests most economic development initiatives.   

The evidence presented here implies the following: 

• Public subsidy of incumbent worker training, especially in export-based firms, 
may be an effective economic development tool for states. 
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• The rates of return that accrue to states for their training subsidies are substantial 
and may be indicative of underinvestment. 

• Despite reaping substantial rates of return, our survey of states suggests very 
modest levels of funding for such training. 

 



Ta
bl

e 
A

1.
  I

nc
um

be
nt

 W
or

ke
r T

ra
in

in
g 

Ex
pe

nd
itu

re
s, 

Em
pl

oy
er

s, 
an

d 
Tr

ai
ne

es
 in

 F
Y

20
06

, b
y 

St
at

e 
(E

xp
en

di
tu

re
s i

n 
$ 

m
ill

io
ns

) 
W

IA
  

Ec
on

om
ic

 D
ev

el
op

m
en

t 
C

us
to

m
iz

ed
 T

ra
in

in
g 

G
en

er
al

 A
pp

ro
pr

ia
tio

n 
Tr

ai
ni

ng
 F

un
ds

 
U

ne
m

pl
oy

m
en

t I
ns

ur
an

ce
-b

as
ed

 
Tr

ai
ni

ng
 F

un
ds

 
Ta

x 
C

re
di

t P
ro

gr
am

s 

ST
AT

E 
E

xp
en

di
tu

re
s 

Em
pl

oy
er

s 
Em

pl
oy

ee
s 

Lo
ca

l 
w

ai
ve

rs
?

E
xp

en
di

tu
re

s
Em

pl
oy

er
s

Em
pl

oy
ee

s
E

xp
en

di
tu

re
s

Em
pl

oy
er

s 
Em

pl
oy

ee
s

E
xp

en
di

tu
re

s
Em

pl
oy

er
s

Em
pl

oy
ee

s
Ye

s/
N

o
Em

pl
oy

er
s

Em
pl

oy
ee

s 
Al

ab
am

aa  
$1

.5
8 

40
 

2,
90

6 
no

 
no

 
 

 
$2

0.
43

 
11

7 
11

,6
85

 
no

 
 

 
no

 
 

 
Al

as
ka

 
$0

.0
1 

1 
2 

no
 

no
 

 
 

no
 

 
 

$4
.6

1b  
nr

 
1,

88
8c  

no
 

 
 

Ar
iz

on
a 

no
 

 
 

no
 

no
 

 
 

no
 

 
 

$1
4.

50
 

13
6 

11
,6

78
 

no
 

 
 

Ar
ka

ns
as

 
$1

.5
1 

76
 

4,
62

9d  
no

 
$1

.8
5 

17
4e  

14
,8

54
 

no
 

 
 

no
 

 
 

no
 

 
 

C
al

ifo
rn

ia
 

$1
.4

9f  
5f  

14
4f  

no
 

no
 

 
 

no
 

 
 

$8
6.

00
 

1,
77

8 
79

,1
06

 
no

 
 

 
C

ol
or

ad
o 

$1
.3

3g  
49

g  
1,

03
5g  

ye
s 

$4
.4

1 
72

 
6,

17
1 

no
 

 
 

no
 

 
 

no
 

 
 

C
on

ne
ct

ic
ut

 
$0

.8
7 

86
 

2,
62

5 
no

 
nr

h  
nr

 
nr

 
no

 
 

 
no

 
 

 
no

 
 

 
D

el
aw

ar
e 

no
 

 
 

no
 

no
 

 
 

$0
.0

1 
1 

17
 

$1
.0

0 
40

 
2,

31
0 

no
 

 
 

D
C

 
no

 
 

 
no

i  
no

 
 

 
no

 
 

 
no

 
 

 
no

 
 

 
Fl

or
id

a 
$1

.7
6 

13
9 

11
,7

25
 

ye
s 

no
 

 
 

$5
.0

0 
39

 
6,

92
8 

no
 

 
 

no
 

 
 

G
eo

rg
ia

j  
nr

 
4 

25
4 

nr
 

no
 

 
 

$1
2.

22
 

1,
64

0 
12

0,
76

0 
no

 
 

 
ye

s 
nr

 
nr

 
H

aw
ai

i 
no

 
 

 
no

 
no

 
 

 
no

 
 

 
$1

.0
2 

40
5 

1,
27

1 
no

 
 

 
Id

ah
o 

$0
.1

1 
30

 
85

 
no

i  
no

 
 

 
no

 
 

 
$3

.4
9 

23
 

1,
54

5 
no

 
 

 
Ill

in
oi

s 
$0

.6
3 

23
 

1,
22

2 
no

 
$1

6.
90

 
3,

56
0 

69
,9

97
 

no
 

 
 

no
 

 
 

no
 

 
 

In
di

an
a 

no
 

 
 

no
 

no
 

 
 

$1
2.

69
 

30
4 

9,
22

0 
$1

3.
23

 
15

4 
11

,5
43

 
no

 
 

 
Io

w
a 

no
 

 
 

no
 

no
 

 
 

$3
8.

18
 

35
2 

12
,7

78
 

no
 

 
 

no
 

 
 

Ka
ns

as
 

no
 

 
 

no
 

$2
.6

8 
68

 
8,

43
2 

$2
6.

69
 

11
 

8,
66

1 
no

 
 

 
no

 
 

 
Ke

nt
uc

ky
 

$0
.2

9 
21

k  
39

1k  
no

 
$3

.8
4 

13
8 

18
,3

52
 

$0
.5

2 
35

 
4,

01
8 

no
 

 
 

ye
s 

32
 

5,
89

8 
Lo

ui
si

an
a 

no
 

 
 

no
 

$3
.4

7 
5 

1,
35

4 
no

 
 

 
43

.8
9l  

36
2 

42
,1

35
 

no
 

 
 

M
ai

ne
 

no
 

 
 

no
 

no
 

 
 

$3
.4

3 
71

 
5,

62
4 

no
 

 
 

no
 

 
 

M
ar

yl
an

d 
$1

.0
3m

 
23

8 
3,

00
3 

no
 

$1
.6

3 
12

2 
4,

84
0 

no
 

 
 

no
 

 
 

no
 

 
 

M
as

sa
ch

us
et

ts
 

no
 

 
 

no
 

no
 

 
 

$1
.7

7 
7 

1,
66

2 
$2

1.
20

 
94

1 
24

,5
50

 
no

 
 

 
M

ic
hi

ga
n 

$3
.0

0 
40

0 
6,

92
5 

ye
s 

$9
.2

5 
18

1 
19

,2
50

 
no

 
 

 
no

 
 

 
no

 
 

 
M

in
ne

so
ta

 
no

 
 

 
no

n  
$8

.6
0 

45
 

9,
70

7 
no

 
 

 
no

 
 

 
no

 
 

 
M

is
si

ss
ip

pi
 

no
 

 
 

no
 

no
 

 
 

no
 

 
 

$1
3.

82
 

66
5 

14
7,

16
7 

ye
s 

5o  
nr

 
M

is
so

ur
i 

$0
.4

4p  
1p  

35
0p  

ye
s 

$1
0.

12
 

38
7 

36
,5

20
 

$8
.4

8 
15

 
6,

25
5 

no
 

 
 

no
 

 
 

M
on

ta
na

 
$0

.3
9 

5 
79

 
no

 
$0

.5
3 

3 
10

6 
no

 
 

 
no

 
 

 
no

 
 

 
N

eb
ra

sk
a 

$0
.3

0 
11

2 
4,

16
8 

no
 

$5
.1

2 
27

 
3,

01
5 

no
 

 
 

$1
.4

8 
1,

01
5 

18
,4

50
 

no
 

 
 

N
ev

ad
a 

no
q  

 
 

no
 

$0
.4

0 
11

 
41

2 
no

 
 

 
$1

.0
0 

5 
38

9 
no

 
 

 
N

ew
 H

am
ps

hi
re

 
$0

.0
9 

18
 

40
7 

no
 

no
 

 
 

no
 

 
 

no
 

 
 

no
 

 
 

N
ew

 J
er

se
y 

no
 

 
 

no
 

no
 

 
 

no
 

 
 

$2
5.

08
 

26
7 

55
,2

32
 

no
 

 
 

N
ew

 M
ex

ic
o 

$0
.0

7 
nr

 
nr

 
nr

 
$1

5.
60

 
66

 
3,

54
9 

no
 

 
 

no
 

 
 

no
 

 
 

N
ew

 Y
or

k 
$2

8.
34

 
70

4 
36

,1
64

 
no

 
nr

 
nr

 
nr

 
$2

.7
9 

8r  
90

5r  
no

 
 

 
no

 
 

 
N

or
th

 C
ar

ol
in

a 
$2

.9
9 

11
6s  

1,
57

1s  
no

 
$1

2.
24

 
83

2 
34

,6
53

 
no

 
 

 
no

 
 

 
no

 
 

 
N

or
th

 D
ak

ot
a 

no
 

 
 

no
 

$0
.6

2t  
11

4t  
1,

15
6t  

no
 

 
 

no
 

 
 

ye
s 

23
 

1,
42

0 
O

hi
o 

nr
u  

0 
0 

ye
s 

$1
7.

20
 

32
3 

53
,9

53
 

$7
.2

0 
47

2 
25

,5
15

 
no

 
 

 
ye

s 
39

0v  
87

,5
00

v  
O

kl
ah

om
a 

no
w
 

 
 

no
 

$6
.3

4 
32

5 
14

,0
33

 
no

 
 

 
no

 
 

 
no

 
 

 
O

re
go

n 
$3

.9
0 

16
2 

10
,5

57
 

no
 

nr
x  

nr
 

nr
 

no
 

 
 

no
 

 
 

no
 

 
 

Pe
nn

sy
lv

an
ia

 
nr

 
nr

 
nr

 
no

 
$3

0y  
2,

50
0y  

11
6,

50
0y  

$2
0.

00
 

3,
80

5 
15

,3
01

 
no

 
 

 
no

 
 

 
R

ho
de

 Is
la

nd
 

no
 

 
 

no
 

no
 

 
 

no
 

 
 

$3
.3

3 
18

9 
5,

78
5 

ye
s 

42
 

4,
34

7 
So

ut
h 

C
ar

ol
in

a 
$2

.0
0 

16
5 

10
,2

74
 

no
 

no
 

 
 

$8
.0

0z  
13

0z  
5,

00
0z  

no
 

 
 

no
 

 
 

So
ut

h 
D

ak
ot

a 
 

no
 

 
 

no
 

no
 

 
 

no
 

 
 

$1
.7

9 
59

 
2,

51
8 

no
 

 
 

Te
nn

es
se

e 
$3

.3
0 

14
2 

15
,0

00
 

no
 

$8
.6

2 
11

2 
14

,3
97

 
no

 
 

 
nr

 
nr

 
nr

 
no

 
 

 
Te

xa
s 

$7
.5

7aa
 

16
aa

 
8,

00
0aa

 
ye

s 
no

 
 

 
no

 
 

 
$1

0.
38

 
12

5 
14

,0
90

 
no

 
 

 
U

ta
h 

$0
.1

8 
1 

0bb
 

no
 

no
 

 
 

$3
.4

1 
98

9 
19

,0
03

 
no

 
 

 
no

 
 

 
Ve

rm
on

t 
no

cc
 

 
 

no
 

$1
.3

5 
15

8 
4,

11
5 

$0
.2

5 
50

 
15

0 
no

 
 

 
no

 
 

 
Vi

rg
in

ia
 

$2
.3

6 
na

 
na

 
no

 
7.

65
dd

 
57

5 
13

,2
52

 
no

 
 

 
no

 
 

 
ye

s 
5ee

 
50

ee
 

W
as

hi
ng

to
n 

$0
.7

0 
13

2 
71

3 
no

 
no

 
 

 
no

 
 

 
$0

.9
0 

8 
1,

04
4 

no
 

 
 

W
es

t V
irg

in
ia

 
nr

 
nr

 
nr

 
ye

s 
$0

.5
8 

14
6 

3,
81

2 
$4

.6
3 

86
 

10
,1

21
 

no
 

 
 

no
 

 
 

W
is

co
ns

in
 

no
 

 
 

no
 

$1
.0

7 
30

 
1,

33
1 

no
 

 
 

no
 

 
 

no
 

 
 

W
yo

m
in

g 
no

 
 

 
no

 
no

 
 

 
no

 
 

 
$1

.6
1 

24
3 

2,
51

3 
no

 
 

 



Ta
bl

e 
A

1.
  (

C
on

tin
ue

d)
 

 N
ot

es
: 

nr
  m

ea
ns

 s
ta

te
 d

id
 n

ot
 re

po
rt 

da
ta

. 
no

 m
ea

ns
 n

o 
st

at
e 

pr
og

ra
m

. 
a FY

20
06

:  
O

ct
ob

er
 1

, 2
00

–S
ep

te
m

be
r 3

0,
 2

00
6 

b D
at

a 
fo

r F
Y2

00
5;

 ta
ke

n 
fro

m
 a

nn
ua

l r
ep

or
t a

nd
 in

cl
ud

es
 o

nl
y 

gr
an

ts
 to

 v
en

do
rs

 th
at

 s
er

ve
d 

m
or

e 
th

an
 1

0 
pa

rti
ci

pa
nt

s.
  

c D
at

a 
fo

r F
Y2

00
5;

 F
Y2

00
6 

fo
ur

 e
m

pl
oy

er
s 

di
d 

no
t r

ep
or

t n
um

be
r o

f w
or

ke
rs

.  
 

e D
oe

s 
no

t i
nc

lu
de

 e
m

pl
oy

er
s 

pa
rti

ci
pa

tin
g 

in
 c

on
so

rti
a 

in
 th

e 
Ex

is
tin

g 
W

or
ke

r T
ra

in
in

g 
Pr

og
ra

m
. 

f Ex
pe

nd
itu

re
s 

es
tim

at
ed

 b
y 

ad
di

ng
 to

ge
th

er
 p

ro
je

ct
s 

de
ta

ile
d 

in
 y

ea
rly

 g
ra

nt
 s

um
m

ar
ie

s.
  S

pa
rs

e 
da

ta
 o

n 
sp

ec
ifi

c 
bu

si
ne

ss
es

, s
o 

nu
m

be
r o

f e
m

pl
oy

er
s 

un
de

re
st

im
at

ed
. 

g D
at

a 
es

tim
at

ed
 b

y 
su

m
m

in
g 

se
pa

ra
te

 p
ro

je
ct

s/
gr

an
ts

 in
 P

Y2
00

5 
W

IA
 A

nn
ua

l R
ep

or
t. 

 S
om

e 
ex

pe
nd

itu
re

s,
 e

m
pl

oy
er

s,
 a

nd
 e

m
pl

oy
ee

s 
ex

cl
ud

ed
.  

M
ay

 in
cl

ud
e 

so
m

e 
la

yo
ff 

av
er

si
on

 p
ro

je
ct

s.
 

h R
es

po
nd

en
ts

 n
ot

 a
w

ar
e 

of
 in

fo
rm

at
io

n 
re

ga
rd

in
g 

th
is

 p
ro

gr
am

 a
nd

 it
s 

hi
st

or
y;

 s
om

e 
do

ub
t t

ha
t i

t e
ve

n 
ex

is
te

d 
in

 F
Y2

00
6.

 
i Ju

st
 re

ce
nt

ly
 re

ce
iv

ed
 a

 w
ai

ve
r t

o 
us

e 
lo

ca
l f

un
ds

 fo
r I

W
T.

 
j St

at
e 

re
fu

se
d 

to
 d

is
cl

os
e 

FY
20

06
 d

at
a 

ou
t o

f c
om

pe
tit

iv
en

es
s 

co
nc

er
ns

.  
W

IA
 d

at
a 

fro
m

 P
Y2

00
5 

W
IA

 A
nn

ua
l R

ep
or

t; 
ge

ne
ra

l a
pp

ro
pr

ia
tio

ns
 tr

ai
ni

ng
 fu

nd
 d

at
a 

fo
r F

Y2
00

5.
 

k Em
pl

oy
er

s 
an

d 
em

pl
oy

ee
s 

un
de

re
st

im
at

ed
 b

ec
au

se
 d

at
a 

no
t r

ep
or

te
d 

fo
r $

21
6,

89
5 

of
 e

xp
en

di
tu

re
s.

 
l St

at
e 

D
ep

ar
tm

en
t o

f L
ab

or
 n

ot
ed

 th
at

 fu
nd

in
g 

w
as

 s
lig

ht
ly

 le
ss

 th
an

 n
or

m
al

 b
ec

au
se

 o
f H

ur
ric

an
es

 K
at

rin
a 

an
d 

R
ita

. 
m

Fo
r B

us
in

es
s 

W
or

ks
 p

ro
gr

am
, e

xp
en

di
tu

re
s 

de
te

rm
in

ed
 fr

om
 re

po
rte

d 
em

pl
oy

ee
 c

ou
nt

 a
nd

 a
ve

ra
ge

 fu
nd

s 
pe

r e
m

pl
oy

ee
. 

n Lo
ca

l w
ai

ve
r p

ro
gr

am
 s

ta
rte

d 
in

 O
ct

ob
er

 2
00

6 
us

in
g 

pa
rt 

of
 R

ap
id

 R
es

po
ns

e 
PY

20
05

 fu
nd

in
g;

 b
ut

 n
o 

tra
in

in
g 

du
rin

g 
PY

20
05

. 
o Es

tim
at

ed
.  

St
at

e 
do

es
 n

ot
 re

po
rt 

un
le

ss
 m

or
e 

th
an

 5
 fi

le
rs

 c
la

im
; s

o 
nu

m
be

r o
f e

m
pl

oy
er

s 
m

us
t h

av
e 

be
en

 <
 5

. 
p N

o 
st

at
ew

id
e 

da
ta

 th
at

 to
ta

ls
 lo

ca
l b

oa
rd

s'
 u

se
 o

f W
IA

 fu
nd

s 
fo

r I
W

T,
 s

o 
nu

m
be

rs
 m

ay
 b

e 
un

de
rs

ta
te

d.
 

q N
ot

 fo
r P

Y2
00

5,
 b

ut
 th

ey
 h

av
e 

us
ed

 W
IA

 fu
nd

s 
fo

r I
W

T 
in

 p
as

t y
ea

rs
. 

r D
at

a 
sp

ec
ifi

c 
to

 F
Y2

00
6 

no
 a

va
ila

bl
e;

 e
st

im
at

ed
 fr

om
 n

um
be

r o
f e

m
pl

oy
er

s 
an

d 
em

pl
oy

ee
s 

se
rv

ed
 d

iv
id

ed
 b

y 
tim

e 
sp

an
. 

s Es
tim

at
ed

 a
s 

an
nu

al
 a

ve
ra

ge
 o

f P
Y2

00
3-

-P
Y2

00
6.

 
t Es

tim
at

ed
 a

s 
an

nu
al

 a
ve

ra
ge

 o
f J

ul
y 

20
05

 to
 J

un
e 

20
07

 d
at

a.
 

u St
at

e 
re

ce
iv

ed
 w

ai
ve

r, 
bu

t d
id

 n
ot

 u
se

 fu
nd

s 
be

ca
us

e 
it 

w
as

 a
 tr

an
si

tio
n,

 p
la

nn
in

g 
ye

ar
. 

v Es
tim

at
e 

fo
r C

Y2
00

6.
 

w
P

Y2
00

4 
w

as
 la

st
 y

ea
r s

ta
te

 u
se

d 
W

IA
 fu

nd
s 

fo
r I

W
T.

 
x So

m
e 

lo
tte

ry
 fu

nd
s 

us
ed

 fo
r I

W
T 

as
 p

ar
t o

f a
 fl

ex
ib

le
, b

us
in

es
s 

in
ce

nt
iv

e 
pr

og
ra

m
; b

ut
 p

ro
gr

am
 n

ot
 ta

rg
et

ed
 o

n 
in

cu
m

be
nt

 w
or

ke
rs

 o
r t

ra
ck

ed
 in

 th
at

 re
ga

rd
. 

y C
us

to
m

iz
ed

 J
ob

 T
ra

in
in

g 
an

d 
G

ua
ra

nt
ee

d 
Fr

ee
 T

ra
in

in
g 

pr
og

ra
m

s 
co

m
bi

ne
d.

 
z N

ow
 c

al
le

d 
R

ea
dy

 S
C

, a
nd

 a
ll 

tra
in

ee
s 

ar
e 

ne
w

 h
ire

s.
 

aa
St

at
e 

w
ou

ld
 o

nl
y 

pr
ov

id
e 

FY
20

06
 d

at
a 

up
on

 p
ur

ch
as

e;
 th

es
e 

da
ta

 a
re

 e
st

im
at

ed
 fr

om
 W

IA
 A

nn
ua

l R
ep

or
t. 

bb
P

Y2
00

5 
fu

nd
s 

us
ed

 fo
r d

ev
el

op
in

g 
cu

rr
ic

ul
um

 a
nd

 s
im

ila
r a

ct
iv

iti
es

 fo
r t

hi
s 

co
m

pa
ny

's
 IW

T 
pr

og
ra

m
 th

at
 w

ou
ld

 b
e 

co
nt

in
ue

d 
in

 e
ns

ui
ng

 y
ea

rs
. 

cc
St

at
e 

co
ns

id
er

s 
O

JT
 a

nd
 a

pp
re

nt
ic

es
hi

p 
as

 IW
T.

 
dd

C
al

cu
la

te
d 

by
 u

si
ng

 re
po

rte
d 

av
er

ag
e 

fu
nd

in
g 

pe
r w

or
ke

r (
$5

77
). 

  
ee

D
at

a 
on

ly
 a

va
ila

bl
e 

fo
r F

Y2
00

5.
 

  



 

 24

REFERENCES 
 
 

Barron, John M., Mark C. Berger, and Dan A. Black.  1997  On the Job Training.  Kalamazoo, 
Michigan: W.E. Upjohn Institute for Employment Research. 

 
Bartik, Timothy J.  1993.  “Who Benefits From Local Job Growth, Migrants or the Original 

Residents?”  Regional Studies 27(4): 297–311. 
 
———.  2006.  Taking Preschool Education Seriously as an Economic Development Program: 

Effects on Jobs and Earnings of State Residents Compared to Traditional Economic 
Development Programs.  Report prepared for the Committee for Economic Development, 
W.E. Upjohn Institute for Employment Research, Kalamazoo, MI. 

 
Bassi, Laurie J.  1992.  Smart Workers, Smart Work: A Survey of Small Business on Workplace 

Education and Reorganization of Work.  Washington, DC: Southport Institute for Policy 
Analysis. 

 
Becker, Gary S.  1964.  Human Capital: A Theoretical and Empirical Analysis, With Special 

Reference to Education.  New York: NBER. 
 
Bureau of Economic Analysis.  2006.  “News Release: Gross Domestic Product and Corporate 

Profits.”  http://bea.gov/bea/newsrelarchive/2006/gdp306p.htm, accessed 12/7/06. 
 
Duscha, Steve, and Wanda Lee Graves.  2007.  The Employer as the Client: State-Financed 

Customized Training 2006.  U.S. Department of Labor, Employment and Training 
Administration Occasional Paper No. 2007-14.  Washington, DC:  U.S. Department of 
Labor. 

 
Frazis, Harley, Maury Gittleman, Michael Horrigan, and Mary Joyce.  1998.  “Results from the 

1995 Survey of Employer-Provided Training.”  Monthly Labor Review 121(6): 3–13. 
 
Hollenbeck, Kevin.  2007.  Evaluation of Massachusetts Workforce Training Fund.  Final report 

presented to Commonwealth Corporation on behalf of the Massachusetts Department of 
Workforce Development and the Division of Career Services, Commonwealth 
Corporation, Boston, February. 

 
———.  1993.  Classrooms in the Workplace: Workplace Literacy Programs in Small and 

Medium-Sized Firms.  Kalamazoo, MI:  W.E. Upjohn Institute for Employment Research. 
 
Hollenbeck, Kevin, and Randall Eberts.  2006.  An Evaluation of Michigan Regional Skills 

Alliances (MiRSAs).  Report to the Charles Stewart Mott Foundation and Michigan 
Department of Labor and Economic Growth, W.E. Upjohn Institute for Employment 
Research, Kalamazoo, MI. 

 



 

 25

Hollenbeck, Kevin, and Sarah Klerk.  2007.  “Evaluation Evidence about the Effectiveness of 
Public Training Programs for Incumbent Workers.”  Paper presented at the Midwest 
Economic Association meetings held in Minneapolis, MN, March 23–25. 

 
Lowenstein, Mark A., and James R. Spletzer.  1999.  “General and Specific Training: Evidence 

and Implications.”  Journal of Human Resources 34(4): 710–733. 
 
Massachusetts Department of Workforce Development, 2005. Massachusetts Workforce 

Training Fund 2005 Annual Report, Massachusetts Department of Workforce 
Development, Boston, MA.    

 
Moore, Richard W., Daniel R. Black, G. Michael Phillips, and Daniel McConaughy. 2003.  

Training That Works: Lessons from California’s Employment Training Panel Program.  
Kalamazoo, Michigan:  W.E. Upjohn Institute for Employment Research. 

 
National Governors Association.  1999.  “A Comprehensive Look at State-Funded, Employer-

Focused Job Training Programs.”  Washington, DC:  NGA, Center for Best Practices.  
http://www.nga.org/portal/site/nga/menuitem.9123e83a1f6786440ddcbeeb501010a0/?vg
nextoid=f3b85aa265b32010VgnVCM1000001a01010aRCRD (accessed October 23, 
2007). 

 
Osterman, Paul.  2006.  “Improving Job Quality: Policies Aimed at the Demand side of the Low 

Wage Labor Market.”  Paper presented at the Upjohn Institute sponsored conference, “A 
Future of Good Jobs? America’s Challenge in the Global Economy” held in Washington, 
DC, June 22, 2007. 

 
Relave, Nanette.  2003.  “Incumbent Worker Training for Low-Wage Workers.”  Welfare 

Information Network Issue Notes 7(13). Washington, DC: The Finance Project.  
http://www.financeproject.org/Publications/incumbentworkertrainingin.htm (accessed 
July 23, 2007). 

 
Training.  2006.  “Analysis of Employer-Sponsored Training in the United States.”  Training 

(December): 20–32. 
 
Trutko, John, Carolyn O’Brien, Pamela Holcomb, and Demetra Smith Nightingale.  2007.  

Implementation and Sustainability: Emerging Lessons from the Early High Growth Job 
Training Initiative (HGJTI) Grants.  Report to the U.S. Department of Labor, 
Employment and Training Administration, The Urban Institute, Washington, DC. 

 
U.S. General Accounting Office.  2004.  “Workforce Training: Almost Half of States Fund 

Employment Placement and Training through Employer Taxes and Most Coordinate with 
Federally Funded Programs.”  Washington, DC: GAO. 


