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Introduction
Relative to other states, the Texas economy 
continues to outperform. On our own, 
Texas’ economic output would rank 12th 
among all countries. An April 2010 News-
week article stated, “Texas has always been 
something of a separate country when it 
comes to politics and culture. Lately, the 
state seems to be functioning as its own 
economic republic.”1 CNBC named Texas 
the “best place for business in the U.S.” 
two of the past three years. But to remain 
competitive over the long-term, Texas 
needs capital to catalyze small business 
growth, create sustainable companies and 
high-wage jobs, and spur innovation. 

Over the past decade, Texas has begun 
to create an investment “ecosystem” that 
rivals other states and even other countries. 
The Texas Certified Capital Company Pro-
gram (CAPCO) is a powerful tool to help 
existing Texas small businesses flourish and 
attract new companies into the state. 

The CAPCO program can best be 
described as a strategic public/private 
partnership that leverages private capital to 
fund sustainable small business growth. In 
2003 and 2007, Texas passed legislation to 
provide funding to accelerate investment 
in small and early-stage businesses for high-
paying job creation in the state. 

The legislative intent of the CAPCO 
program is not, and was never suggested 
to be, simply to catalyze venture capital, 
although this is certainly a direct benefit. 
Likewise, the intent was never only to 
provide gap debt financing for promising 
small businesses that cannot secure bank 

loans and that would never be viewed as 
attractive to traditional venture capitalists, 
although it excels in that aspect as well. The 
policy intent was intended to drive capital 
in ways that overcome market failures and 
strive to counteract geographic and socio-
economic barriers. 

CAPCO accomplishes these goals by 
mandating the rapid deployment of funds, 
focusing 100% of the capital within the 
borders of Texas, and steering a sizable 
portion into early-stage companies as well 
as into economically underserved commu-
nities. Finally, it continues this economic 
development goal through accountability. 
CAPCO fund managers must report 
annual performance on key data, includ-
ing dollars invested and jobs, knowing 
that they can be (and have been) called 
back before the Legislature to defend their 
investment activity.2 

The enabling legislation leverages $400 
million of investment capital ($200 million 
in each of two programs) for small busi-
nesses located in the state. The tax credits 
occur at the rate of $50 million per year 
starting in Year Five of each program.

Recently, the Texas Coalition for Capi-
tal undertook an extensive analysis of the 
economic impact of Texas CAPCO funds 
and their portfolio companies. Findings 
from this report complement information 
collected by the Texas Comptroller. 

The Texas Comptroller issues a bien-
nial report to the Legislature on the 
results of the CAPCO program that 
includes information on the size of 
investments, job creation and retention, 
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location, size, and industry sector of 
companies receiving CAPCO invest-
ments. To date, there have been three 
reports filed by the Comptroller (2006, 
2008, 2010) that report the program’s 
performance in these areas from January 
1, 2005 through December 31, 2009. The 
new Texas Coalition for Capital report 
takes those findings and makes projec-
tions about anticipated returns from the 
CAPCO program. 

Once the total amount of capital under 
the CAPCO program is fully invested, 
it is estimated that a total of 175 small 
businesses will have been funded. We 
estimate that the cash flows to Texas 
will not only cover all of the tax credits 
through 2015 but also provide an addi-
tional $625 million in state tax revenue 
over that same time period, with continu-
ing benefits to Texas beyond 2015. Based 
on current trends, there will have been 
over 4,500 direct jobs and over 30,000 
job-years created or retained by the end 
of 2015. 

Based on the results of this analysis, it 
is our conclusion that Texas is realizing 
significant economic benefits from the 
CAPCO Program, over and above the 
initial cost of the investment.

Previous Research

A number of analyses released within the 
last two years have assessed the impact of 
the CAPCO program on the economic 
growth of Texas. 

Particularly noteworthy was a report 
issued by the Texas Comptroller in Decem-
ber 2010. Her study found the following 
results through the end of 2009:

 1. 81 unique companies have received 
investment funds and 6,332 job-years 
have been attributed to CAPCO 
investments, including:

	 •	 1,892	new	jobs

	 •	 4,440	retained	jobs

 2. $188.7 million of capital invest-
ment has been distributed to Texas 
companies

 3. $100.0 million in premium tax cred-
its have been applied

The Comptroller’s report shows an aver-
age total investment per company of $2.3 
million. The boost in investment and the 
number of jobs created/retained shows the 
increasing impact of the CAPCO funds as 
the number of investments increased. 3 

While the number of companies receiv-
ing investment increased from 49 to 81, the 
job-years created went from 1,731 to 6,332. 
Part of the reason for the acceleration of 
the increase in job-years is that investment 
capital normally does not create immediate 
jobs, but instead builds the infrastructure 
for the expansion of businesses, which then 
in turn creates jobs over time. 

Texas Coalition for Capital Study

To estimate the value of the CAPCO 
investments, we analyzed the total impact 
of the funds when they are totally invested, 
including job creation/retention and overall 
economic impact on the state’s economy. We 
used five years of data from the two existing 
CAPCO programs to project investment 
patterns and job creation estimates for both 
programs. Actual average wage numbers, 
where available, were employed for the wage 
impact of the created and retained jobs. The 
projections of wage growth were limited to 
1% per year (a conservative assumption). 
In addition, the indirect job creation, also 
known as the job multiplier, was taken at a 
conservative two times (2x) the direct job 
creation and retention, with a salary of 50% 
of those directly created. Total wages pro-
vided an estimate of gross business revenues 
obtained from the creation/retention of 
jobs attributed to the programs. From the 
Texas Comptroller’s data, Texas received 

We estimate that the 

cash flows to Texas 

will not only cover 

all of the tax credits 

through 2015 but also 

provide an additional 

$625 million in state 

tax revenue over that 

same time period, 

with continuing 

benefits to Texas 

beyond 2015.
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approximately 3.3% in tax revenue as a 
percent of the state’s GDP (including all 
related sources of taxes). 

The Comptroller’s report analyzed 
only the companies that are currently 
participating in the program. We believe 
this underestimates the resultant figures 
for job creation and economic impact 
because a company that “graduates” from 
the CAPCO program, according to the 
Comptroller’s methodology, is no longer 
included in the total jobs data. This small 
number currently is about 6% of the total 
employment numbers, but will certainly 
increase as the program matures. Therefore, 
the only difference from the numbers in 
the Comptroller’s report and those in our 
analysis is that we included the jobs created 
in companies that have “graduated” from 
the CAPCO program. 

Our report projects CAPCO results over 
the next five years. The assumptions being 
made on the data employed are described 
in each section 
below. In all cases, 
the assumptions 
that are made take 
a conservative (low 
impact) approach 
when projecting 
future estimates.

Table 1 shows 
the historical and 
projected total 
investments from 
the CAPCO funds 
through 2015 (the 
end of the invest-
ment tax credit 
recovery). This 
investment projec-
tion is based on the existing fund data and 
projected through 2015, when the last $50 
million of tax credits will be taken. The line 
in the chart below 2009 indicates the sepa-
ration between actual data and projections.

The job creation projections were devel-
oped using both the investment pattern 

and historical job creation to date. The job 
creation/retention numbers are shown in 
Table 2 along with their average wage data. 
It helps to remember that receiving the 
investment only starts the job creation cycle. 
From the time the monies are obtained, it 
is typically 12 months before job-creation 
benefits are fully realized. 

The wage numbers through 2009 are 
actual averages from data available from the 
Comptroller. The wage number for 2010 is 
the average of the first five years. There is 
some indication that the actual number is 
higher, but official data is not available; con-
sequently, the more conservative number 
is employed. From 2011 on, the wage rate 
is increased by 1% annually for inflation. 
While the 1% might not be achieved in 
2011, an economic recovery could increase 
that number in 2012 by more than 3%. 

In the last set of calculations we deter-
mined the total payroll per year for all of 
the CAPCO companies based on the jobs 

created/retained. This set of values is shown 
in Table 4 under “Total Labor.”

Next, we estimated the average percent-
age that labor expense typically makes up 
of a company’s overall expenses, to obtain 
a value for the amount of total contribution 
to the state GDP for all of the CAPCO 

… the only difference 

from the numbers in the 

Comptroller’s report 

and those in our analysis 

is that we included 

the jobs created in 

companies that have 

“graduated” from the 

CAPCO program.
TABLE 1

Historical & Projected CAPCO Investment Amounts

Year Program 1 Program 2 Yearly Total Cumulative

2005 $ 22,081,280 $ 22,081,280 $ 22,081,280

2006 $ 30,462,795 $ 30,462,795 $ 52,544,075

2007 $ 33,770,009 $ 33,770,009 $ 86,314,084

2008 $ 29,020,889 $ 20,368,735 $ 49,389,624 $ 135,703,708

2009 $ 11,043,872 $ 41,932,863 $ 52,976,735 $ 188,680,443

2010 $ 20,000,000 $ 41,319,557 $ 61,319,557 $ 250,000,000

2011 $ 20,000,000 $ 20,000,000 $ 40,000,000 $ 290,000,000

2012 $ 10,000,000 $ 15,000,000 $ 25,000,000 $ 315,000,000

2013 $ 10,000,000 $ 15,000,000 $ 25,000,000 $ 340,000,000

2014 $ 10,000,000 $ 10,000,000 $ 20,000,000 $ 360,000,000

2015 $ 3,621,155 $ 10,000,000 $ 13,621,155 $ 373,621,155
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businesses. In the 1980s, economists esti-
mated that the labor content of the auto 
industry (the most studied 
industry) in the early 1960s 
was 20%. Later work indicated 
that labor content declined over 
time, as part of a firm’s total 
expenses, to the point that by 
the early 1980s it was 10-13%. 
Other economic research from 
2007 showed that labor content 
among high-tech firms is 3-6% 
of overall expenses. For our 
projections, we conservatively 
chose 10% for the labor con-
tent of the businesses receiving 
funding (and verified using a 
random sampling of CAPCO 
companies). 

Using the 
Comptroller’s 
2009 tax col-
lection data, 
we calculated 
the tax revenue 
the state of 
Texas receives 
per dollar of 
state GDP 
c o n t r i b u -
tion, which 
came out to 
be $0.0332. 
We used the 
total labor 
content for all 
CAPCOs to 
arrive at the 

estimated state GDP contribution per year 
from the CAPCO companies by using the 
generally accepted ratio of labor/revenue of 
10%. The final column in Table 3 shows the 
3.32% that the state of Texas receives for 
the amount of state GDP contributed from 
the CAPCO companies. 

To this point, our analysis has consid-
ered only the impact from jobs directly 
created by the CAPCO Program and not 

considered the indirect jobs created from 
CAPCO spending. These indirect jobs are 

usually in support industries and typically 
do not carry high wages, but they would 
not exist at all if it were not for the original 
CAPCO spending. 

There are various job multiplier numbers 
that have been employed in past economic 
studies. The State of Texas has used a 
multiplier as high as 5:1 for the number 
of auxiliary jobs created by high-tech jobs. 
Ratios of 3:1 are considered more typical 
for many industries. To be conservative, 
we used a 2:1 ratio. Given the fact that the 
auxiliary jobs are typically less-skilled posi-
tions, a conservative assumption indicates 
that the resulting wages for the auxiliary 
jobs would be 50% of the average CAPCO 
wage. As shown in Table 4, we further 
assumed a delay of 24 months after the 
higher-wage jobs were retained or created 
before the support jobs are counted. Table 
4 also includes the value to Texas from 
these auxiliary jobs with the same details as 
shown in Table 2 and Table 3. 

Results

Table 5 shows the combination of funding 
received by Texas from both the initial 
impact of the CAPCO funds and the aux-
iliary jobs created as a result of the initial 
impact. These numbers reflect the 3.32% 

Using the 

Comptroller’s 2009 

tax collection data, 

we calculated the 

tax revenue the state 

of Texas receives 

per dollar of state 

GDP contribution, 

which came out  

to be $0.0332.

TABLE 2
Jobs-Years and Average 

Wages for Firms Receiving  
CAPCO Funds

Year
Job-

Years
Average 

Wage

2005 124 $64,110

2006 960 $56,289

2007 2,589 $58,401

2008 4,512 $53,655

2009 6,802 $58,415

2010 9,836 $58,756

2011 13,417 $59,343

2012 17,543 $59,937

2013 22,138 $60,536

2014 26,993 $61,141

2015 32,048 $61,753

TABLE 3
Calculation of Annual State Revenue Receipts

Year Total Labor $  
/10%

Total CAPCO 
GDP

Est. State 
Tax Receipts

2005 $ 7,949,656 $ 79,496,560 $ 2,638,314

2006 $ 47,057,612 $ 470,576,120 $ 15,617,373

2007 $ 95,134,448 $ 951,344,480 $ 31,573,005

2008 $ 103,177,803 $ 1,031,778,030 $ 34,242,415

2009 $ 133,770,710 $ 1,337,707,099 $ 44,395,519

2010 $ 178,278,117 $ 1,782,781,169 $ 59,166,537

2011 $ 208,870,642 $ 2,088,706,418 $ 69,319,514

2012 $ 229,145,499 $ 2,291,454,989 $ 76,048,288

2013 $ 259,812,708 $ 2,598,127,078 $ 86,226,051

2014 $ 267,144,370 $ 2,671,443,697 $ 88,659,267

2015 $ 280,024,711 $ 2,800,247,106 $ 92,933,965
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return to the Texas treasury based on the 
gross revenues of the companies that are 
directly attributable to the effect of the 

CAPCO program. Combined with this 
data are the Program tax credits through 
their complete recovery. The last column 
provides the cumulative Tax Return to 
Texas, which is strongly positive and con-
tinues to grow in the future.

Conclusion

Since 2008, the U.S. economy has experi-
enced a severe economic downturn during 
which business growth and access to capital 
have been severely curtailed. Our findings 
show that even 
with the negative 
economic cli-
mate, the results 
of the CAPCO 
Program have 
been very positive 
and provide a sig-
nificant Return 
on Investment 
(ROI) to the state 
of Texas. Figure 
1 shows the con-
tribution to the 
Texas revenue 
stream based on 
a single program. 

The fact that these two CAPCO programs 
have been generating jobs and creating an 
improved infrastructure for future expan-

sion illustrates 
the positive 
impact of 
programs like 
these.

F u r t h e r 
analysis of 
CAPCO pro-
grams in the 
other states 
indicates that 
the amount 
and ratio of 
f o l l o w - o n 
i n v e s t m e n t 
will continue 

to increase. At this early stage of the 
program, the external private investment 
drawn into the CAPCO funded companies 
is slightly greater than 100% of the CAPCO 
funds received. Based on the experience of 
the older funds, several multiples of that 
amount should be anticipated.

All of the assumptions in the analysis are 
conservative when compared to generally 
accepted economic models (including the 
decision not to include any benefits from 
increased external capital investments). 

Our findings show that  

even with the negative 

economic climate, the 

results of the CAPCO 

Program have been 

very positive and 

provide a significant 

Return on Investment 

(ROI) to the state 

of Texas.

TABLE 5
Cumulative Benefit to the State of Texas

Year
Cumulative Texas Tax Receipts Cumulative 

Tax Credits

Total 
Cumulative 

Tax ReceiptsDirect Jobs Indirect Jobs

2005 $ 2,638,314 $ 2,638,314 

2006 $ 18,255,687 $ 18,255,687 

2007 $ 49,828,692 $ 2,403,347 $ 52,232,039 

2008 $ 84,071,107 $ 17,289,805 ($ 50,000,000) $ 51,360,912 

2009 $ 128,466,626 $ 48,870,723 ($ 100,000,000) $ 77,337,349 

2010 $ 187,633,163 $ 86,368,613 ($ 150,000,000) $ 124,001,775 

2011 $ 256,952,677 $ 131,469,429 ($ 200,000,000) $ 188,422,106 

2012 $ 333,000,965 $ 191,825,213 ($ 250,000,000) $ 274,826,178 

2013 $ 419,227,016 $ 262,538,049 ($ 300,000,000) $ 381,765,066 

2014 $ 507,886,283 $ 340,114,908 ($ 350,000,000) $ 498,001,191 

2015 $ 600,820,248 $ 428,074,103 ($ 400,000,000) $ 628,894,351

TABLE 4
Indirect Jobs and Resulting Annual State Revenue Receipts

Year Annual 
Jobs Wages Total  

Labor $ 
Total CAPCO 

GDP
Est. State Tax 

Receipts

2005

2006

2007 248 $ 29,200 $ 7,241,665 $ 72,416,646 $ 2,403,347

2008 1,672 $ 26,827 $ 44,855,249 $ 448,552,487 $ 14,886,458

2009 3,258 $ 29,208 $ 95,158,291 $ 951,582,910 $ 31,580,918

2010 3,846 $ 29,378 $ 112,987,063 $ 1,129,870,627 $ 37,497,890

2011 4,580 $ 29,672 $ 135,895,880 $ 1,358,958,801 $ 45,100,816

2012 6,068 $ 29,968 $ 181,861,507 $ 1,818,615,071 $ 60,355,784

2013 7,039 $ 30,268 $ 213,068,942 $ 2,130,689,417 $ 70,712,837

2014 7,646 $ 30,571 $ 233,751,323 $ 2,337,513,235 $ 77,576,858

2015 8,584 $ 30,876 $ 265,034,943 $ 2,650,349,432 $ 87,959,195
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Even with conservative assumptions, 
the Texas CAPCO program not only 
has demonstrated that it pays for itself 
on an annual basis by the time the first 

tax credit is applied, but it also contin-
ues to bring economic benefits to the 
state well into the future.
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