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Executive Summary

The State of California Employment Training Panel (ETP) contracted with Social Policy Research Associates
(SPR) in September 2017 to conduct an assessment of its programs. ETP programs support and fund
employers to train workers in order to retain quality jobs in the state, increase competitiveness, enhance
the transferable skills of the workforce, and improve productivity and quality. The assessment examined
how employers and workers benefit from these investments, how ETP can promote continuous
improvement, and how its policies can be updated to reflect current training needs, training delivery
methods, and economic trends.

The research for this study took place in two phases. In the first phase, SPR used a mixed-methods approach
to conduct the assessment between September 2017 and April 2018 —a time when California’s economy
was very strong and labor markets were tight. We conducted 23 qualitative interviews with staff,
intermediaries,! employers, and labor organizations. We also conducted a quantitative outcomes analysis
using ETP administrative data and annual reports. Finally, we developed an employer survey instrument to
administer in the future (Appendix C). In the second phase that took place between March 2019 and
February 2020, we conducted a quasi-experimental impact study.

Although SPR’s findings are preliminary due to limitations in available data, time, and resources, this report
includes recommendations for ETP programs as well as specific suggestions for enhancing internal capacity
for evaluation and alternative study designs. We also recommend that ETP commission a more in-depth
evaluation in the future to analyze outcomes and impacts that were not feasible for us to examine.

Key findings

Interview informants widely supported ETP’s mission and felt that the program offered a valuable source
of incumbent worker training funds that was not sufficiently available elsewhere. SPR’s findings also suggest
several ways in which the program can be improved and updated.

How employers and workers benefit from ETP

e Employers and labor organizations (“users”) reported many benefits to ETP participation. ETP
funding helped them retain and motivate their workforce, establish or update internal human
resources training systems, stay competitive by keeping their employees updated on the latest

1 “Intermediaries” refers to third-party entities that ETP collaborates with to administer multiple-employer contracts. Examples
include industry associations, labor unions and federations, community colleges, and workforce boards.
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technologies, maintain more rigorous quality control processes, and train workers on new
equipment or technology during major upgrades or expansions.

Users, ETP staff, and intermediaries observed that small and mid-sized employers tended to report
a greater impact of ETP funding. ETP had more organizational effects on small and mid-sized
employers. These included formalizing internal training systems and facilitating expansion. These
employers also reported more observable outcomes from the use of ETP funds, such as adding
more employees and increasing revenue. Large firms tended to use ETP to supplement existing
training, retain workers, and adapt to new technologies.

Users, ETP staff, and intermediaries reported that workers benefited from ETP. They did so through
opportunities to transfer into a new career path or advance within the company, increased
motivation and a feeling that the employer valued them, increased wages, and—in some cases—
attainment of credentials. Future research is needed to learn more about trainees’ own
perceptions.

ETP provided significant support for incumbent worker training, and informants felt the program
was serving its mission and meeting the needs of both employers and workers. In each year from
2012 to 2017, ETP approved an average of 388 new contracts for training and approved an average
of $80.7 million for new contracts to train 85,703 trainees.

ETP can be enhanced by reaching a more representative set of employers and workers. ETP funding
is currently concentrated among large firms and male trainees. ETP can reach a more
representative group of employers and trainees by enhancing outreach to employers and industry
sectors that have more female workers, as many employers are not aware of ETP or clear about
eligibility for and use of ETP funding.

Factors such as company size, labor turnover rate, training dosage, contract type, and industry
sector appear to influence outcomes. Small companies, those with high labor turnover, and those
in certain industry sectors were more likely to train a higher share of their workforce. Spending
more per approved trainee, participation in a multiple-employer contract (MEC), being a small or
mid-sized company, and having low levels of labor turnover led to higher likelihood of achieving
training as planned.

How can ETP promote continuous improvement?

Some of ETP’s administrative processes and information systems were viewed as overly
cumbersome, although they had become more efficient and flexible in recent years. In particular,
eligibility, reporting requirements, and reimbursement rates were confusing to users and could be
a barrier to access.

ETP has expanded partnerships using MECs, broadening the reach of ETP and enabling it to
collaborate more with other intermediaries in the workforce system, but barriers remain.
Informants welcomed the greater coordination and reported that the MECs increased access for
small and mid-sized firms. However, the pay-for-performance structure and complex
administrative processes were barriers to expanding partnerships further.

Collaboration is allowing ETP to target skills upgrading to specific sectors and to enhance support
for innovative models of training. Increased coordination showed promise for addressing issues of
statewide concern, such as a need for workers who were skilled in electric vehicle technologies,
and for helping to support workforce innovation, such as apprenticeships in non-traditional
industries.
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Updating ETP to meet current training needs

e Current and future skills training needs varied by sector and occupation, but users expressed a
broad-based need for training on new technologies, lean production, and managerial and
supervisory skills. In non-technology fields, informants reported that employees need more digital
literacy skills; in technology fields, employers were challenged to ensure their workers keep skills
on pace with cutting-edge technologies.

o Employers were using more online training components and learning management systems, but
they still valued classroom-based training. Low-tech and smaller employers were migrating some
training content online and were beginning to implement learning management systems to
administer and track training activities. Large and high-tech employers were migrating to self-
driven, customized training platforms. Employers of all sizes reported that classroom training
would remain a valuable delivery model, but it would be supplemented by online modules and self-
driven learning platforms.

e Employers were not frequently using ETP to support online or on-the-job training,’> even though
they used both modes of training extensively. Common explanations for this paradox were lack of
awareness by employers that online and on-the-job training were allowed, low reimbursement
rates for online training, and the burden of implementing reporting requirements for such modes
of training—which users felt should focus on competency more than training hours.

e Small and mid-sized employers had a high need for more technical assistance and guidance.
Interview informants noted that small and mid-sized employers need more assistance with
establishing more formal training strategies, identifying quality providers, understanding ETP rules,
and accessing other sources of government support, especially during rapid expansion.

e The value employers placed on industry-recognized credentials varied greatly, but those in highly
regulated industry sectors were more likely to value them more. Healthcare, aerospace, food
manufacturing, and pharmaceutical employers were more likely to report a strong emphasis on
industry-recognized credentials to improve quality and reduce regulatory risk.

ETP’s Impacts

e A guasi-experimental impact study suggested that ETP had a positive impact on company-level
outcomes. ETP-funded companies had, on average, more employees and higher revenues than a
matched sample of comparison companies that were not funded by ETP (which approximate what
would have happened in the absence of ETP funding).

e Impacts varied by firm size, firm age, and industry. On average, firms with between 19-100
employees, firms between 11 and 30 years of age, and firms from the retail and manufacturing
sectors appeared to benefit more from participation than other types of companies. This suggests
that ETP participation may be especially impactful for companies that are mature enough to have
developed a training infrastructure, but which are also relatively young or small, making them more
likely to underinvest in training.

2 ETP defines “computer-based training” as training that has no instructor and is performed on a computer and “productive lab”
as on-the-job training. In this report, we use the terms “online” and “on-the-job” (although we understand that some
computer-based training is not performed online) for shorthand and to make it more accessible to a wide audience, as those
terms are more commonly used among employers and in workforce policy. ETP has specific rules that govern the conditions
under which computer-based training and productive lab training are eligible for reimbursement.
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1. Introduction

Employers in the United States express growing concern about a skills shortage in the skilled trades, in
middle-skill occupations, and for workplace skills such as problem solving and communication.® At the same
time, labor markets have become increasingly precarious for workers who express growing difficulty finding
“quality” jobs such as full-time positions with job security, benefits, and internal career ladders and growth
potential.* The inability of labor markets to effectively satisfy the needs of both employers and workers
suggests market failures are occurring and that there is a growing need for policy intervention. As income
inequality reaches unprecedented levels, and new technologies such as artificial intelligence rapidly
transform the nature and structure of work, there will likely be an even greater need to enhance labor
market policy interventions and adapt education and training systems to the “future of work.”>

One such policy tool is investment in work-based incumbent worker
training focused on upskilling an employer’s existing workforce by
providing opportunities for applied and contextualized learning.® This
approach also addresses demand-side labor market failures such as

What is ETP?
Created in 1982, the
Employment Training

Panel (ETP) is a California
state agency that provides

the tendency for employers to underinvest in training (for example,
because of fear that other employers will “poach” their trained
employees), an observed bias in employer support for high-skill
worker training, and a relative underinvestment in frontline worker
training.” In addition, incumbent worker training may increase
retention and enhance the likelihood of rapid re-employment

significant  support for
incumbent worker training
to retain businesses and
jobs in the state, increase
the competitiveness of
companies in California,
and enhance workforce
skills.

because the training upgrades workers’ skills.®

Created in 1982, the Employment Training Panel (ETP) is a California
state agency that provides significant support for incumbent worker
training in order to retain businesses and jobs in the state, increase
the competitiveness of companies in California, and enhance
workforce skills. ETP is governed by an eight-member Panel that has
representation from labor, business management, and state
government. ETP’s programs are funded through a tax collected from
employers alongside the unemployment insurance tax and through
other sources of state funding to support special training initiatives.
ETP prioritizes approving applications for training funds that align
with statewide priorities and special initiatives, such as training in
priority industries and training for veterans, youth with disabilities,
and small businesses in areas with high unemployment.

3 Morrison et al., Boiling Point? The Skills Gap in US Manufacturing.

4 Kalleberg, Good Jobs, Bad Jobs: The Rise of Polarized and Precarious Employment Systems in the United States, 1970s to 2000s;
Farrell and Greig, Paychecks, Paydays, and the Online Platform Economy: Big Data on Income Volatility.

> World Economic Forum, Accelerating Workforce Reskilling for the Fourth Industrial Revolution: An Agenda for Leaders to Shape
the Future of Education, Gender and Work; Manyika et al., A Future That Works: Automation, Employment, and Productivity.

6 Hollenbeck, Is There a Role for Public Support of Incumbent Worker On-the-Job Training?; Lerman, Should Employer-Led Training
Be the Framework for Workforce Development?; Zeidenberg, Cho, and Jenkins, Washington State’s Integrated Basic Education
and Skills Training Program (I-BEST).

7 Osterman, Improving Job Quality: Policies Aimed at the Demand Side of the Low-Wage Labor Market; Hollenbeck, Is There a
Role for Public Support of Incumbent Worker On-the-Job Training?

8 Hollenbeck, Is There a Role for Public Support of Incumbent Worker On-the-Job Training?
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ETP contracted with Social Policy Research Associates (SPR) in September 2017 to conduct an ETP program
assessment. The purpose was to understand how employers and workers are benefitting from ETP-funded
training investments, how the program can promote continuous improvement, and how it can be updated
to reflect current training needs, training delivery methods, and economic trends.

During the time of the assessment, California had a very strong economy, with 2.4 percent growth in 2017
and 4.8 percent unemployment, the lowest since 2000.° Several employers reported expanding and
investing in new technologies and experiencing challenges retaining their highest skilled workers due to
high demand for labor. Thus, the findings should be interpreted with the strong economy in mind, because
the ways that employers and labor organizations use training funds is likely to be very different during a
recession. In addition, SPR’s findings in this report are preliminary, because the time period for the
assessment was relatively short, there were several limitations in the available data, and the interview
sample size was relatively small. There is potential for ETP to commission a more comprehensive
assessment in the future that includes enhanced data analyses, additional in-depth interviews and case
studies, and an employer survey.

Section 2 of this report describes research questions and methods that guided the assessment. In Section
3 we describe the ETP program structure, governance, and types of funding streams and contracts. Sections
4 and 5 summarize characteristics and outcomes of ETP-funded companies, contracts, and trainees. Section
5 also summarizes qualitative findings about how users experienced the benefits and impacts of ETP
participation. Sections 6 and 7 draw largely on our qualitative data to share how ETP staff, intermediaries,
and users perceived the program’s administrative processes, its emerging practices and partnerships, and
how ETP can be updated to meet current training needs and delivery methods. Section 8 presents the main
findings from a quasi-experimental impact study. The report concludes with a summary of findings and
recommendations for enhancing ETP’s potential to reach and serve employers and workers in California.

2. Research questions and methods

SPR used a combination of qualitative and quantitative methods to assess ETP. The qualitative components
of the assessment included 12 semi-structured interviews with key informants and 11 semi-structured
interviews with program users (Table 1). We collected primary and secondary data from October 2017 to
April 2018 for the first phase of the study, and from March 2019 to December 2019 for the second phase
(quasi-experimental study). To protect the privacy and confidentiality of informants, we report findings
anonymously.

Table 1: Description of Informants for the Qualitative Research

Method Informants

Key informant ETP staff members: staff from field offices and ETP headquarters at multiple levels

IS Intermediaries: administrators of multiple-employer contracts, including two industry

(n=12) associations, a community college, a labor organization, and a third-party consultant

User interviews Employers: companies participating in ETP (single- and multiple-employer contracts)

(n=11) Labor organizations: entities that have had ETP multiple-employer contracts for training,
including labor unions and nonprofits, and that did not subcontract to other employers

° Los Angeles Economic Development Corporation, Economic Forecast and Industry Outlook: California and Los Angeles County,
2018-2019.
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The purpose of the key informant interviews was to understand the program context and partnerships, the
value of the program, and how it can be improved. The purpose of the user interviews was to obtain
feedback about the benefits of participation, how participants use ETP funds in combination with other
sources of funds for training, their experiences with ETP program administration, and how ETP programs
can be enhanced to meet current training needs. The users were selected to capture diversity across a
range of variables such as industry sector, regions of the state, type of contract (single employer and
multiple employer), and company size.'!

The sample sizes for the qualitative interviews are low, so the results may not be representative and should
be interpreted with caution. As part of the qualitative component of the assessment, SPR also developed
an employer survey instrument for future administration (see Appendices B and C).

Research questions

What are the benefits and value of ETP to companies and workers?

e What are the measurable benefits to companies generated through ETP-funded training? How
do these benefits vary by training type, funding source, or employer sector?

e What are the benefits of ETP-funded training to workers and employees?

How can ETP promote continuous improvement?

e How canthe ETP outreach, application, and compliance processes be improved to ensure equal
access to training funds and to reduce inefficiencies?

e What are employers’ experiences with ETP and their recommendations for improvement?

e How is the ETP program partnering with other workforce-related initiatives in California such as
community college career pathways initiatives, apprenticeships, and economic development
programs?

e Which workforce intermediaries are employers already engaging with or interested in engaging
with more to meet their current and future workforce needs?

e What promising practices and innovations are emerging from ETP training programs?
How can ETP be updated to meet current training needs?

e What workforce challenges do employers expect to face in the next three years?

e What are the future training needs of employers, including their interest in developing
apprenticeships and other new models of training?

e How important are credentials to employers, and which credentials do employers value or
require the most in each priority sector?

e How do employers leverage ETP funding in combination with other training programs and their
own resources to meet their needs for workforce training and process improvement?

For the quantitative components of the assessment, we first conducted a feasibility assessment to
determine what outcomes and impacts could be analyzed based on available data and the unit of analysis
(company level). We then generated a series of descriptive statistics based on ETP’s annual reports and
administrative data to understand how the program is used by employers and labor organizations.
Subsequently, we conducted an outcomes analysis of the effect of ETP training programs on training

10 SPR interviewed users from manufacturing, healthcare, pharmaceuticals, aerospace, information technology, entertainment,
hospitality, the building trades, and janitorial services.
1 All interviews lasted 45 minutes to 1 hour. Some were recorded for accuracy with permission from the informant.
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completed versus planned. Finally, we conducted a quasi-experimental
impact study that estimated the impacts of ETP on company size and
revenue. Appendix A and Appendix D contain more details on the
guantitative methods.

3. Background on ETP

The ETP legislation®? explains that the purpose of ETP training programs
is to improve the competitiveness of California businesses, to help
creating and retaining high-wave, and to improve the overall skills of
California workforce.

According to key informants, the ETP Legislation is relatively short and
allows considerable discretion to the eight-member Panel and Executive
Director to implement the program and establish regulations.’®> ETP
regulations generally specify what types of training are eligible for
reimbursement, the rates of reimbursement, and the manner in which
employers are required to document training. According to ETP staff, the
last major overhaul of ETP regulations occurred over 10 years ago, and
another major overhaul is needed in order to clarify existing rules,
simplify the program, and implement pilot programs.

ETP’s administrative process

Employers, worker representatives, and third parties can apply for ETP
funding through two main contracting mechanisms:

1) Single-employer contracts: An individual employer applies for
funds independently or with the help of a third party.

2) Multiple-employer contracts (MECs): A third party—typically an
industry association, community college, labor organization,
workforce board, or similar intermediary—receives a master
contract it can administer to multiple employers in smaller
amounts.

12 California Unemployment Insurance Code, Section 10200(a)(1)-(4).
13 See California Unemployment Insurance Code, Section 10205.

ilii SPR

Multiple-employer
contracts increased access
for small and mid-sized
companies

Although

88%

of companies receiving
ETP funds used multiple-
employer contracts,

66%

of approved ETP funds
(by value)

are administered
through
single-employer
contracts.

Source: ETP administrative data,
2014-2016.
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Figure 1: Different ways in which ETP contracts are structured

Single employer
contract

Single employer consultant

contract
with consultant

Multiple employer ngn

contract nnn

ETP provides flexibility to employers to choose the training providers they want and, to some extent, to
choose the type of training —although the eligibility rules and reimbursement rates vary by type. ETP allows
employers to be reimbursed for classroom-based training, training off-site (e.g., at a community college or
third-party provider), online training, and on-the-job training.'*

The administrative process for single-employer applicants includes the initial application, contract drafting
and approval, monitoring and reporting, and reimbursement. Users initially apply for ETP online, and then
an ETP field staff member assists them with the full application, which was paper based at the time when
the data were collected. The application requires that the user document the training plan, a justification,
and the expected wage increment, among other things. Because the process is complex and it can be
difficult to interpret how the program’s rules apply to a specific company’s application, many single-
employer applicants hire third-party consultants who are familiar with the program for assistance.

On average, the decision process from pre-application to final contract takes 2-4 months. For applications
over $75,000, the eight-member Panel makes the final decision about which contracts will be funded.* The
Panel takes several factors into consideration, such as the training plan, wage and benefit levels, whether
itis in one of 10 priority industries,'® whether the company employs veterans or other special populations,
whether the company is in a high unemployment area, and previous performance on ETP contracts (for
repeat applicants).

Applications for MECs are managed through the same basic process, but the applicant is a third-party
(herein referred to as an “intermediary”) — such as an industry association, community college, labor
organization, Joint Apprenticeship Training Committee (JATC), or workforce board. The intermediaries then
either subcontract to employers in smaller amounts (providing easier access for small and mid-sized
employers) or provide training directly through an apprenticeship program with students who are also
employed.

14 We use the terms “online training” and “on-the-job” training instead of ETP’s terms of “computer-based training” and
“productive lab,” respectively, to make the report more accessible to a wide audience.

1> The executive director has the authority to decide on applications requesting less than $75,000.

16 The 10 priority industries are agriculture, allied healthcare, biotechnology and life sciences, construction, green/clean
technology, goods movement and transportation logistics, information technology services, manufacturing,
multimedia/entertainment, and technical services.
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Once the contract is approved, users submit a list of trainees and
then submit reports to document training hours completed, which
can be done in hard copy or electronically with an approved learning
management system. ETP was upgrading its information systems to
migrate more of the process online and make it more user driven.
Typically, each contract covers a period of 1.5 to 2 years, and many
companies return for additional contracts once the first contract is
completed.

ETP funded an average of

388

contracts for training per year.

The average value of each
training contract was

$208,165

ETP approved training
contracts worth a total of

$80.7 million

per year, on average.

Funding structure

ETP operates its core program through the two contract mechanisms
described above. Funding comes from the Employment Training Tax,
levied on employers alongside unemployment insurance taxes. In
addition, the state has provided additional funding to support
alternative programs (see box below).?’

Funding for ETP programs is disbursed based on a pay-for-
performance model, meaning that employers do not receive funding
until they demonstrate successful performance. Performance is
assessed through completion of training hours, completion of all
planned training, and retention in employment at a well-paying wage
rate®® after 90 days.

ETP approved

106,376

incumbent workers to train
2016-2017.

in

Source: ETP annual reports, 2012-2017.

ETP’s alternative programs

ETP has increased emphasis on administering special programs since the 2007-2009 recession. Some of
these programs target special populations, such as programs to provide work experience to at-risk youth.
Others target issues of statewide importance, such as the 2014 California Drought Relief Employment
Training Program, which was funded through the state’s General Fund. These initiatives allow ETP to
collaborate with other partners in the workforce system (e.g., community colleges and workforce boards) and
support emerging and innovative models of training. They also allow ETP to support incumbent worker
training in the public-sector workforce, such as in transportation agencies.

AB 118 Alternative and Renewable Fuel and Vehicle Technology Program

In 2009, ETP began a training program to support state legislation (AB 118), the Alternative and Renewable
Fuel and Vehicle Technology (ARFVT) Program in partnership with the California Energy Commission. The
purpose was to support the development of cutting-edge workforce skills in alternative fuel and clean vehicle
technologies in the state. Through AB 118, ETP boosted support to companies in the ARFVT sector for
workforce training and invested in training at public transportation agencies.! In addition, AB 118 funds
allowed ETP to support the Zero Emission Vehicle initiative of the Brown Administration. Since 2010, ETP has
awarded 45 contracts, worth $15.6 million, to train 9,995 workers.

L Orenberg, 2017.

17 For a current list, see the ETP website: https://etp.ca.gov/program-info-2/pilots-and-guidelines/
18 The wage rates for meeting performance goals are specified in each contract before approval.
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Characteristics and use of ETP-funded contracts, companies, and trainees

Many employers and key informants felt that ETP provided more support for incumbent worker training
than any other government program in California, which is an indicator of how much they valued the
program and what sets ETP apart from other programs in the state. All informants were generally
supportive of ETP’s mission and called it a win—win for employers and workers.

Each year in 2012-2017, ETP approved an average of 388 new contracts for training, approved new
contracts totaling an average of $80.7 million per year, and trained an average of 85,703 trainees.’® The
average value of each training contract was $208,165 overall. The number of approved trainees varied
widely from year-to-year but increased from roughly 62,000 in 2012—2013 to over 100,000 in 2016—-2017—
a trend associated with a significant increase in the total funding for approved contracts.

ETP’s apprenticeship programs

Since 2012, ETP has increased funding for
apprenticeship training through a special
initiative (see graph to the right that shows
growth in funding and in the number of
apprenticeship trainees). The apprenticeship
training model combines on-the-job training
with classroom instruction and is
predominantly used in the construction sector
in  California. ETP funds both Joint
Apprenticeship Training Committees (JATCs)' as
well as Unilateral Apprenticeship Committees
(UACs) that are registered with the California
Division of Apprenticeship Standards (DAS).
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Compared to all contracts, apprenticeship $2.0

contracts tend to have a higher amount of 0
funding per approved trainee ($1,625 vs. 2012 2013 2014 2015 2016
$381) and a higher rate of trainees receiving
training compared to planned (92 percent vs.
69 percent for all contracts).! More recently, Source: “ETP apprenticeship database, 2012-2017".
ETP has explored ways to support the

development of nontraditional apprenticeship

programs, in an effort to address the need for

more vocational and technical training and mid-

level technical skills in fields such as

information  technology, healthcare and

advanced manufacturing.

. Number of Approved Trainees W Approved Funding Amount

I JATCs are labor-management committees that jointly administer apprenticeship training.

I Note: the rate of trainees achieved for apprenticeship contracts is for 2012-2017; whereas the rate of trainees achieved for
all contracts is for 2014-2016. These averages are not regression adjusted (they do not control for the influence of company
characteristics.)

19 See ETP Annual Reports, 2012-2017. Available from: https://etp.ca.gov/about-us-2/annual-reports/.
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Between 2012 and 2017, 98 percent of the total value of new

contracts funded core programs, while only 2 percent funded

alternative programs. ETP funded an average of 383 new contracts

for core programs per year, for an average total value of $78.9

million per year; the average contract value was $206,155. Over Companies participating
the same period, ETP funded an average of 6 alternative contracts through single-employer
per year, for an average total of $1.9 million per year and an
average contract value of $353,306. Although the share of
alternative contracts was small, the average value was higher
because they were administered through MECs.

contracts and MECs were very
different from each other:

Companies accessing ETP
through single-employer
contracts tended to be larger
and more were focused on
manufacturing.

Below, we supplement this overview of ETP contract
characteristics based on ETP annual report data with results from
a more detailed analysis of ETP’s administrative data. Note that the
analysis below is based only on contracts that started and finished
between 2014 and 2016.

Detailed Analysis of ETP-funded contracts . .
Companies accessing ETP

As stated earlier, ETP funded 88 percent of participating through MECs tended to be
companies through MECs, but 66 percent of the annual value of smaller, and roughly half were
ETP funds were administered through single-employer contracts.* in the building trades.

This is because MECs administer ETP funds to multiple employers

in smaller amounts, whereas companies applying to ETP for larger

amounts go through a single-employer application. Staff reported ETP supports high-quality jobs by
that ETP had increased use of MECs in the last six years in an effort setting wage requirements for

to coordinate with other workforce programs and increase access reimbursement.

for small and mid-sized companies. Figure 2 on the next page

provides a snapshot of all companies using ETP contracts between The average post-program
2014 and 2016. wage was:

As Figure 2 shows, almost half of participating companies declared $29 29/h0u r

construction as their primary industry, followed by manufacturing
and technical services. This is because many MECs were operated for incumbent workers, and
by construction unions. The number of companies that

participated in each MEC varied widely. $ 13 . 78/h0u Y

The types of companies that participated in ETP through MECs for new hires.

were qualitatively different from those that participated through

single-employer contracts (Figure 3). Companies accessing ETP Source: ETP annual report, 2016-2017.
through single-employer contracts tended to be larger (about half

had 250 employees or more). Almost half were in the

manufacturing sector, followed by technical services (11 percent)

and wholesale/distribution (10 percent). MEC companies, on the

other hand, tended to be smaller (fewer than a quarter had 250

employees or more), and 44 percent were in construction.

20 ETP administrative data, 2014-2016.
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Figure 2

CHARACTERISTICS OF COMPANIES COMPLETING
ETP TRAINING CONTRACTS, 2014-2016

(Number of Companies = 2,173)
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Figure 3

CHARACTERISTICS OF ETP-FUNDED EMPLOYERS
BY CONTRACT TYPE, 2014-2016

MULTIPLE SINGLE
EMPLOYER CONTRACT EMPLOYER CONTRACT

(Mumber of Contracts = 1, 919) (Mumber of Contracts = 254)

SHARE OF COMPANIES BY SECTOR

COMPANY SIZE () MEDIUM ( ) LARGE
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How funds are distributed to companies in ETP’s programs

Between 2014 and 2016, 2,173 companies participated in ETP. In these years, 22 percent of ETP
participating companies were large, 35 percent were mid-sized, and 44 percent were small companies.?
Most of ETP’s approved funding, however, was allocated to large companies in the 2014-2016 period (63
percent), followed by 24 percent for mid-sized companies and 13 percent for small companies. This
distribution of approved funding by company size was skewed in a direction that was opposite to how
companies were distributed in California generally (Figure 4). According to EDD labor market data, in 2015,
96 percent of California businesses were small, 4 percent were mid-sized, and 0.5 percent were large.*

Figure 4: Distribution of ETP approved funding by company size versus the size distribution of
companies in California

95.9%

63.1%
23.8%
13.1%
3.6% 0.5%
Small (0-50) Medium (51-250) Large (251+)
. Share of firms, California Share of ETP approved funding

Sources: ETP administrative data for completed contracts, 2014-2016, and State of California Employment
Development Department: Size of Business Data for California, 2015 Q1.

Although more of ETP’s contracts were concentrated in the construction industry (Figure 3), the highest
share of the funding went to the manufacturing sector.?> On average, from 2012 to 2017, ETP approved 40
percent of new core funding for contracts in the manufacturing industry, distantly followed by construction
(15 percent), high-tech and technical services (12 percent), and healthcare (10 percent).?

How employers use ETP as part of a broader company training strategy

ETP tended to play a smaller role in the overall training strategy at larger companies interviewed for the
assessment than it did for smaller companies. Informants at large employers and labor organizations did
not see the funding as part of their core training model because they felt that the pay-for-performance
structure introduced too much risk. Instead, they used ETP funds to offer additional training to enhance

21 ETP administrative data, 2014-2016.

22 State of California Employment Development Department, Size of Business Data for California, 2015 Q1.

23 The discrepancy is due to the fact that more companies participate in ETP through the MECs (predominantly in construction),
but more funding is approved through single-employer contracts, which is concentrated in the manufacturing sector (Figure 3).

24 ETP Annual Reports, 2012-2017.
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their competitiveness—in particular, innovative types of training, training on new technologies or
production methods, and more comprehensive sequences of training in pathways that helped them keep
workers motivated and satisfied with their careers.

The bulk of [our company’s] training money is spent on handling day-to-day things. ETP is
spent on special projects that have some regional importance.
—Large employer

Mid-sized employers and labor organizations reported that ETP funds had been instrumental for facilitating
expansion. Given the relatively small size of these companies and union-led apprenticeship programs, the
funding made up a more significant share of their overall training budgets. For example, one labor
organization informant noted that ETP funding was critical to its apprenticeship program’s survival
following the recession, when funding from other sources was cut.

Characteristics of trainees who receive ETP-funded training

Almost all individuals who received ETP-funded training (99 percent) were incumbent workers. Figure 5
shows that most incumbent workers who were trained with ETP funding were between 25 and 54 years
old, and two-thirds were white or Hispanic.

Women were underrepresented among ETP trainees; on average, nearly two-thirds of the incumbent
workers trained through ETP-funded programs were men (Figure 5). This is most likely because the
industries and sectors in which many ETP-funded companies operated, such as manufacturing and
construction, tend to have a disproportionately male workforce. In 2012—2013 ETP funded a higher share
of training in healthcare, which has a female-dominated workforce. In that year, the share of women
receiving ETP-funded training increased to 44 percent.
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Figure 5

DEMOGRAPHIC CHARACTERISTICS OF INCUMBENT WORKERS,
2012-2017

34% ’l"l"l'
FEMALE

Recently, ETP has prioritized access to training for certain target populations, such as veterans. One way it
has done so is by reimbursing employers at a higher rate for delivering training to these groups. Figure 6
below shows trends in the number of approved contracts that train veterans. The chart indicates a
significant increase in the number of contracts with veteran trainees over time.

Figure 6: Approved Veteran Contracts

Number of Contracts

2013-2014 2014-2015 2015-2016 2016-2017 2017-2018 2018-2019

Fiscal Year hissast

Source: ETP Strategic Plan 2018-2019 (forthcoming)
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4. Outcomes of ETP

This section summarizes our findings on ETP outcomes and provides suggestions for enhancing the data
and for designing future studies. (See Appendix A for more detail.) We also gathered qualitative information
from the interviews about how employers and labor organizations perceived ETP’s outcomes and impacts,
and we share those findings at the end of this section.

Outcomes analysis

The analysis of ETP administrative data from 2014-2016 allowed us to
calculate some program outcomes at both the company and contract
level.?> On average, companies trained about 20 employees, representing
a little more than one-fifth of their workforce. Participating companies
that have successfully completed a contract trained, on average, more
than two-thirds of the individuals they intended to train.

SPR used a multivariate regression model to investigate how the mode of Company-level
participation in ETP (such as type of contract) was associated with a variety outcomes:

of company-level outcomes. We controlled for company-level Average number of
characteristics to improve the precision of our estimates. trainees per company

First, we examined what factors shaped the share of a company’s 19 _4
workforce that receives ETP-funded training (Figure 7).2° The regression

model?” estimated that the following factors were associated with a higher Average share of
share of a company’s workforce receiving training: workforce trained

e Being a small company 21. 1%

e Having a higher rate of labor turnover

e Beingin the manufacturing, construction, or healthcare industry

Next, we analyzed what factors drove a successful training achievement
outcome—measured as the percentage of trainees who complete
training®® compared to the initial number of individuals approved to train.
We could only analyze this outcome at the contract level (in which all MEC
companies were grouped together as one contract) due to the structure
of the data.

2> The data that ETP shared with SPR do not include companies that were approved for training but failed to complete it
(“terminated” contracts). Without these data, we could not analyze the factors that influenced successful contract completion.

26 This outcome indicator was chosen rather than just the number of trainees because the number of trainees is difficult to
compare across companies of widely differing sizes.

27 This model was estimated as a fractional regression model where the dependent variable was the proportion of trainees
among the total number of employees in the company. Details about all outcomes regression models are offered in Appendix
A.

28 ETP refers to this measure as “placement,” but we use “training achieved” because almost all of the trainees are incumbent
workers.
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Figure 7

WHAT CONTRIBUTES TO A HIGHER SHARE OF A
COMPANY’S WORKFORCE RECEIVING TRAINING?

(Number of Companies = 2,550)

26% small companies

'12% medium companies

5% large companies
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On average, companies
succeeded in
expending and getting
reimbursed for

80%

of the funding that ETP
initially approved for
their contract.

Source: ETP annual reports,
2012-2017

Companies that
successfully completed
a contract trained

69%

of the individuals they
intended to train.

Source: ETP administrative data,
2014-2016.

As shown in Figure 8, the following factors were associated with higher rates
of training achieved among employers that completed a contract:?®

° Participation in a MEC (vs. a single-employer contract)

° Higher spending per approved trainee

. Being a small or mid-sized company (fewer than 250 employees)
° Low labor turnover (not shown in Figure 8)

On average, MECs achieved more of the training goal they planned, and in
fact trained more employees than they had planned to train. Most likely,
MECs could more easily achieve this outcome because MEC administrators
(intermediaries) were able to replace employers that were not achieving
training outcomes with others that did. Spending per approved trainee also
appears to be positively associated with training achievement rates.>® For
completed contracts, companies were not able to spend, on average, 20
percent of the funds that ETP had allocated.®!

Labor turnover is often used as an indicator of poor management or a
negative working environment, because workers happy with their jobs are
more likely to stay. High labor turnover can be very costly because of the
investment firms make in deve