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Vision Statement:

The Panel will be recognized as a national model for industry specific
training, which provides excellent service to California business.

Mission Statement:

The Employment Training Panel (ETP) is a significant economic
development tool for business attraction and business retention. ETP
will work in partnership with business, labor, and government, to
provide funds for training California’s workforce in the skills
necessary for businesses to remain viable and compete in the global
economy, while providing workers with reasonable wages and secure
employment.




ETP: A Brief History

The Employment Training Panel (ETP) is a statewide economic development program to support
the overall California economy by ensuring that employers have the trained workers they need
to compete in the global economy. The Panel effectively performs the role of a statewide

economic development partner by collaborating with business, labor, and other public entities.

The Panel was created in 1982 with the initial mandate of addressing the large displacement of
workers resulting from plant closures by moving the unemployed quickly into jobs or by saving
jobs of workers threatened with displacement. Since then, the program has been significantly
expanded to benefit the overall California economy by primarily focusing its funds on the
retraining of incumbent workers of businesses’challenged by out-of-state competition-—a role
which the Panel fulfills as California’s only training program for incumbent workers. The Panel
also funds the training of unemployed workers for high-skilled, high-wage, secure jobs.

A key feature of ETP since its inception is its 100 percent performance-based contracting
requirement, which ensures that the training is tied to a real job. This means a contractor earns
no funds until a trainee completes all of the training and a subsequent employment retention
period of at least 90 days in a training-related job. Since it began in 1983, ETP has served
California well by training over 370,000 workers for 38,000 businesses.

ETP is funded through the employment training tax, which is levied on the California employers
who participate in the unemployment insurance system. Typically, the Panel averages $70 to
$100 million in training funds annually.

The Special Employment Training (SET) category allows the Panel to fund training for businesses
and workers not eligible under regular program criteria. In addition, 1998 amendments to the
Program added Welfare to Work as a funding category under which the Panel is able to fund
retraining for employed current or former welfare recipients in support of California’s welfare
reform activities. '

The California Budget Act for fiscal year (FY) 2000-01 includes $15 million in training funds for
the Panel to fund training in regions of high unemployment in California, with a focus on the

“working poor”. The Panel has targeted high unemployment areas for FY 2000-01 which include
20 counties with unemployment rates at least 50 percent higher than the state average, and 34

sub-county areas within the county of Los Angeles with high percentages of unemployed
workers.

Effective January 1, 2001, ETP becomes a permanent and ongoing program. Senate Bill (SB) 43
(Chapter 491 of the Statutes of 2000), passed by the Legislature and signed into law by
Governor Davis, removed the Panel's sunset date and made other significant changes in the
program, including: requiring companies seeking retraining funds to make a monetary or in-
kind contribution to training; requiring all training to be customized to the needs of one or
more employers, simplifying the definition of eligible retrainee, and revising requirements of

the SET program, including reducing the amount to be allocated to 10 percent of available
funds.
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Fiscal Year Highlights

Panel Actions

s Collaborated with customers and stakeholder groups on key policy initiatives, including approval of
computer-based training and wideoconferencing as training delivery methods (in addition to
traditional classroom/laboratory and structured on-site training), ensuring employer contributions to
the cost of training, and revising categories of reimbursement methods.

e Approved 233 new training projects and encumbered $72.6 million for the planned training and
refention in employment of approximately 56,241 trainees (including both incumbent and
unemployed workers), at an average cost of $1,291 per trainee. An additional $21 million in future
year funds was alse committed for these projects, to be encumbered incrementally in future years for
additional training and trainees based on project success.

o Targeted business and industry with the most significant impact on the California economy, including
traditional and high-tech manufacturing, telecommunications, computer programming and systems
design, software production, biotechnology and multimedia/entertainment. Sixty-nine percent of all
newly approved training funds went to manufacturing employers and an additional 8 percent went to
other non-manufacturing, high-technology companies.

e Reduced its disencumbrance rate to 28 percent of reqular program funds, exceeding the fiscal year
Budget Act goat of 30 percent and the historical rate of more than 40 percent.

* Continued automating the contracting process, refining the online irainee enrollment and invoicing
system and implementing an automated ledger system and record keeping enhancements.

o Completed an evaluation of the program, through research by California State University, Northridge
(CSUN) which found that ETP-funded training increased workers’ earnings, reduced unemployment,
helped increase the growth of California companies, and boosted the overall economic expansion in
the State,

Completed Contracts

e During the fiscal year, 192 contracts which were approved and implemented in previous years were
completed. Performance data for these completed contracts showed:

- Contractors earned $49.7 million for the successful training and retention in employment of
34,771 workers; the average training cost per trainee was $1,430, including $5,500 for new hires
and $1,128 for retrainees.

- The average hourly wage earned after training was $10.77 for new hires; and $19.43 for
retrainees.

- 61 percent of all funds earned went to businesses in the manufacturing sector and other high-
technology industries.

- Of all business served, 79 percent were small businesses (i.e., employing 250 or fewer workers);
36 percent employed 20 or fewer workers. Small businesses earned 41 percent of all training
dollars last year, and employed 76 percent of all new hires and 34 percent of all retrainees.
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Year In Review

Transitioning To The 21st Century

In 1999/00, the Employment Training Panel (ETP)
took a leadership role in addressing the training
needs of California husinesses and workers in the
21st century. The Panel worked with business
and labor, stakeholder groups, the Administration
and the Legislature on key legislative and policy
initiatives. These efforts were instrumental in
developing last year's legislative changes to the
program, resulting in Senate Bill 43 (Johnston) --
legislation which has since been signed into law
and removes the Panel’s sunset date, making ETP
a permanent and ongoing program. Legislative
action also resulted in an atlocation in the
2000/01 Budget Act for the Panel to fund training
in high unemployment areas of the State, with a
focus on the “working poor”. These significant
legislative developments in the report year
signaled new and groundbreaking directions for
the Panel at the outset of the new century.

Collaborative Efforts

Last year, the Panel also focused on policy
initiatives relative to its mission to ensure its
funding decisions address the program’s legislative
priorities (see “Funding Priorities” on page 8).
The Panel reached out to stakeholder and
constituency groups, including business, labor,

government agencies and contractor and
consultant associations to ensure the airing of all
perspectives and issues. Devoting time for this
process at it's regular meetings and public
hearings throughout the year, the Panel addressed
many key program issues, including:

s approving computer-based training (CBT) and
video conferencing as allowable training
delivery methods (in addition to traditional
classroom/laboratory and structured on-site
training);

o simplifying record keeping requirements for
documenting the delivery of training;

o facilitating employer contributions to ensure
employer support for the training and to cover
training-related expenses not covered by the
ETP reimbursement rate;

e approving a higher reimbursement rate for
businesses with 100 or fewer workers, and for
advanced technology training; and

¢ recognizing the need to reimburse contractors
for trainees who, prior to completing
employment retention, complete training but
who voluntarily leave a job for employment
with an employer in the same industry at the
required ETP wage.

The Panel also began clarifying issues pertaining
to multiple employer contractors (MECs), to better
ensure that employers participating in MEC
agreements meet the requirements for funding
i.e., that there is employer demand for the
training, that it is supplemental to each
employer's own provided training, that it is
customized, and that the employer is contributing
to the cost of the training. :

These many policy making efforts were a
continuation of actions initiated in the previous
fiscal year, and have become an ongoing practice




to ensure the program continually meets the Working closely with its many marketing partners

needs of its customers, within the underlying in both business and labor (see “Targeted

intent of ETP's enabling legislation. Marketing,” on page 9), the Panel again targeted
its training funds on businesses and industries
with the greatest potential impact on the
California economy, while placing special
emphasis on small businesses-and rural areas of
the State. The Panel primarily supported the.
state’s manufacturing and basic industries, as well

- as emerging high technology sectors such as
multimedia/entertainment, software production,
telecommunications, biotechnology, and computer
programming and systems design. Sixty-nine
percent of approved funds went to businesses in
manufacturing, while another 8 percent was
approved for other businesses in high technology
sectors.

In 1999-00, the Panel encumbered all $72.6
million of its available training funds. Funds were
approved under: a) the reqular Economic
Development category, primarily for the retraining
of incumbent workers in businesses threatened by
out-of-state competition; b) the Special
Employment Training (SET) category for
businesses and workers not eligible under regular
program criteria; and c) the Welfare fo Work
category for the training of employed current or
former welfare recipients to help them remain

“employed and advance in their occupations, The
following table illustrates last year's funding
approvals.

1999-00 Funding Commitments*

Total Economic SET Welfare
Development to Work
Approved Training Projects 233** 205 36 8
Trﬁining Funds Encumbered (in millions) §72.6* $65.9 35 $1.7
Workers Targeted J;OT Training 56,241 52,045 3,812 384
Average Cost per Trainee _ $1,291 $1,266 $1,312 54,427

*$21 million in future year funds was also committed for these projects, to be encumbered incrementally, based on
project performance,

** includes several projects with multiple funding categories.
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Lower Disencumbrances

For the second consecutive year, the Panel
confinued to improve project performance rates
and reduce disencumbrances. In 1999/00, the
ETP's disencumbrance rate for all regular program
funds, was 28 percent*. This exceeds the
legislative goal of 30 percent, and was far below
the historical rate of more than 40 percent. The
continued reduction of disencumbrances appears
to be the result of limiting the number of training
hours in projects, requiring early involvement of
company top management in the contract process,
and the incremental funding process for larger
contracts (which allows the Panel to coimmit
funding for the full scope of approved training
projects, while encumbering funds incrementally
for those projects, according to their success).

*(Excludes $2.2 million in disencumbered Welfare to Work funds. The
Panel’s Welfare to Work efforts are dependent upon businesses hiring
current or former welfare recipients and implementation of the program in
California by other governmental organizations. Overall, the expenditure
of pubtic welfare to work funds has been slow statewide, given the size of
the task and the need for many private and public entities to collaborate in
the effort. It is anticipated the Panel will be better able to spend Welfare
to Work funds in the future as overall State efforts expand.)

Improved Service Through Technology

The Panel continued to enhance its information
technology capabilities by focusing on process
improvement and increasing the on-line
capabilities of the contracting process for hetter
and faster service to customers. The eligibility
process for multiple-employer contracts was
automated; an online trainee enrollment and
invoice system was refined; record-keeping forms
were enhanced; and an automated ledger system
was implemented. A pilot program for on-line
tracking of structured on-site training was also
initiated. To better interface with customers, the
Panel’s Internet website was enhanced, enabling
the pubtic to provide immediate online feedback
on policy and program issues,

Evaluating The Program

In 1999/00, researchers at California State
University, Northridge (CSUN) completed a major
two-year study on the effectiveness of the ETP
program, focusing on the training’s impact on
workers and businesses. The study showed that,
for the period studied, ETP training increased
workers’ earnings, reduced unemployment, helped
increase the growth of California companies and
boosted economic expansion in the State.

The researchers studied the results of the fraining
on more than 57,000 ETP trainees who received
training in fiscal years 1994/95 and 1995/96, in
comparison to a control group of like workers not
receiving training. They also studied the
training's effect on participating businesses and
the California economy as a whole. Results
indicated that both ETP new hires and retrainees
appeared to benefit from training by having
greater increases in earnings and more stable
employment. Major findings included:

*  Retrainees and new hires had wage gains of
approximately $3,600 over two years;
whereas employees not trained by ETP had a
$3,000 gain. This was a $600 wage gain for
ETP trainees over the comparison group.



. Both new hires and retrainees were more
likely to remain in the California labor force
after training than similar workers in the
same industries,

e  Total payroll for companies ETP served grew
by almost 26 percent compared to a 10
percent gain by non-ETP served companies of
a similar type.

»  Employment in companies served by ETP
grew more than 14 percent from the year
before, compared to an employment decline
of 0.8 percent for similar companies not
served by ETP.

*  During the 1995/96 fiscal year, the Panel
spent approximately $73 million which
resulted in a more than $400 million benefit
to the state's economy (i.e., estimated in
terms of unemployment insurance fund
savings, increased worker earnings and
company sales and saved jobs), an
approximate six to one return on
investment,

The researchers recommended the Panel increase
its focus on basic industries, since they vield the
highest return on investment to the State. The
researchers also recommended the Panel only fund
industry specific skills training, rather than
generi¢ skills training. The Panel has considered
these recommendations carefully in marketing
resources and in developing new requirements for
multiple employer contracts.

The researchers also found that, currently, 45
states have some type of publicly funded worker
training program. Of these programs, ETP remains
the largest and most sophisticated program in the
United States. Yet, according to the researchers,
ETP's biggest contribution may be that after
employers experience the value gained from
training their employees through an ETP contract
they are more willing to increase their own
investment in these workers.
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Completed Contract Performance
Serving Key Industries

Last year’s completed contracts again showed
continued emphasis on training for high-wage,
high-skill workers in industries with the most
significant impact on the State’s economy.
The Panel funded training in all major
industries in California, with the majority of
contracts and funds going to the
manufacturing sector. In addition, a
significant percent of funds last year were
earned by businesses in non-manufacturing,
high technology sectors of the new economy
such as software development, biotechnology,
telecommunications, and multi-
media/entertainment.

Performance results demonstrate continued
support for the State’s economy through the
funding of quality training for large numbers
of businesses and trainees, at a reasonable
cost. One hundred and ninety-two contracts
(192) completed in the year, providing 3,739
employers with trained, highly-skilled
workers. Contractors earned $49.7 million in
these contracts. 34,771 workers were trained
and retained in employment at a low average
reimbursement of $1,430 per trainee, (See
Appendix B, “Completed Contracts” for a
listing of the year's completed contracts.)








































































































































