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The Texas workforce development system 
strives to ensure that employers, individuals, 
and communities have the opportunity to 
achieve and sustain economic prosperity. The 
demands on this system will increase as the 
state’s workforce, currently over 11  million, 
continues to diversify and grow. To  help 
policymakers, funders, and program staff 
better understand how workforce develop-
ment resources are used, the Ray  Marshall 
Center provides rigorous, credible, state- and 
local-level return-on-investment estimates. 
The Center recently refined previous estimates 
by including new data and improved 
methodologies.

The Texas Workforce Development 
System
The Texas Workforce Commission (TWC) 
makes policy and administers workforce 
development programs through 28 local 
workforce development boards across the 

state (see Figure 1). In fiscal year 2005, 
Texas spent about $1.1 billion on delivering 
workforce services to employers, workers, 
and the communities in which they are 
located. An additional $138 million was 
issued in tax credits to Texas employers for 
hiring qualified workers.

In 2005, a total of 684,655 workers secured 
employment after obtaining services at 
Texas Workforce Career Centers. In addi-
tion, over 12,000 new and incumbent 
workers received customized training and 
many more accessed workforce services 
using web-based tools. An average of 
116,881 children received subsidized child 
care every day to enable their parents’ par-
ticipation in workforce programs or work. 

Research Methods
This research provides state-level estimates 
of the return-on-investment (ROI) for 
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Figure 1
Texas’ Local Workforce Development Areas
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comprehensive workforce services deliv-
ered through local workforce boards in 
Texas. The Texas Association of Workforce 
Boards, the statewide association of work-
force board chairs and directors, initiated 
and supported the Ray Marshall Center 
in conducting this analysis, which builds 
upon previous Center research.

Return-on-Investment (ROI) Estimates. 
ROI estimates are widely used and touted 
in the business world; however, the devel-
opment of estimates for education and 
workforce services has evolved gradually 
over several decades. Significant gaps 
continue to exist in achieving reliable, com-
prehensive estimates. Thus, an important 
question: what is a reasonable annualized 
ROI from workforce development services?

Most workforce development program 
evaluations stop short of estimating ROI 
or even net benefits; however, several large-
scale national evaluations and state efforts 
provide measures that may be used for com-
parison purposes. First, a 2001 evaluation 
of Job Corps completed by Mathematica 
Policy Research estimated that each dollar 
invested returned $2.02 to society.1 Second, 
researchers have estimated that each added 
year of completed education is worth an 
average increase of 6 to 8 percent in annual 
earnings.2 Third, previous Ray Marshall 
Center ROI estimates for Texas, while 
using less rigorous methods, projected 
statewide taxpayer returns at $6.00 over a 
five-year period and $8.00 over a ten-year 
period for each dollar invested.

Research Approach. The present analysis 
builds upon previous research by revising 
methodologies, including new data, and 
providing net returns from three main per-
spectives of interest: participants, taxpayers, 
and society. The participant perspective 
represents net benefits to individuals and 
employers, both of whom are served by and 
benefit from workforce services. Taxpayers 

do not directly benefit from workforce 
services and essentially pay for the services 
through taxes. Society is the sum of par-
ticipants and taxpayers, which results in a 
number of key benefits being “netted out,” 
in that they are transfers between partici-
pants and taxpayers.

The estimate approach, focus and key 
assumptions include the following:

 • Workforce program array. The focus of 
this analysis is primarily on programs 
funded through federal and state fund-
ing streams that are directly controlled 
or strongly influenced by local workforce 
boards.

 • Cohorts and time periods. Returns are 
projected for both five- and ten-year 
post-investment periods from programs 
receiving funding during two periods, 
from October 2003 to September 2005.

 • Service strategy and target group 
estimation. Workforce services have 
been categorized into those that are 
high-intensity services — enhancing 
participants’ knowledge and skills — 
and those that are low-intensity services 
— primarily job search assistance. 

 • Workforce investment expenditures. 
Workforce services costs are based upon 
certified expenditure reports provided 
by the Texas Workforce Commission.

 • Opportunity cost. The value of par-
ticipants’ time has been included as a 
measure of their foregone earnings while 
receiving program services. 

 • Workforce investment outcomes. Data 
were accessed from the statewide work-
force development information system 
(TWIST), Unemployment Insurance 
(UI) wage and claims records, and 
TANF and Food Stamp benefits to mea-
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sure key outcomes of interest, including 
earnings and receipt of welfare, Food 
Stamps, and UI benefits.

 • Impact estimation. Low-intensity par-
ticipant impacts are based on deviations 
from their past employment and earn-
ings trajectories. Incremental impacts for 
high-intensity participants are estimated 
using a quasi-experimental design, com-
paring key outcomes for participants and 
comparison groups of similar non-par-
ticipants who received only low-intensity 
services. An additional 10 percent of 
earnings impacts were included to 
capture the value of employee fringe 
benefits. The value of federal, state and 
local taxes paid on estimated earnings 
was imputed based on estimates of taxes 
paid in Texas by household income 
level. Employer impacts were based on 
increased productivity and the value of 
reduced vacancy days.

 • Decay rates. Impacts resulting from 
participation in workforce services tend 
to diminish over time as the effect of a 
particular intervention lessens. Thus, 
impact decay rates have been applied 
that vary with service intensity. Low-
intensity service impacts decay after two 
quarters, while high-intensity impacts 
are sustained throughout the two-year 
period.3

Research Results
Figure 2 and Figure 3 present the costs 
and returns from workforce development 
investments over five-year and ten-year 
periods, respectively.

Participant Returns. Participants, including 
individuals and employers, appear to garner 
considerable net benefits from investments 
in workforce services. Results suggest that 
every dollar invested in workforce services 
returns $1.63 over five years and fully $2.74 
over ten years. Costs are $5,007 per partici-
pant, mostly reflecting foregone earnings 
by participants while receiving services. 
Employers also receive tax credits ($220 per 
participant) for hiring eligible participants.

Over the five-year period, total returns 
for participants expressed in present value 
terms equal $8,169, yielding a net return of 
$3,162 and a 163 percent total return. The 
more standard internal rate of return yields 
an annualized ROI for the five-year period 
of 29 percent for participants. The primary 
sources of returns are increased participant 
earnings and fringe benefits, and the value 
of increased employer output and reduced 
vacancy days. Participants experience mod-
est reductions in welfare, Food Stamps, and 
UI benefits, and they pay more in taxes.

Over the ten-year period, costs remain 
unchanged, while returns totaled $13,697 

Figure 2
Costs and 5-Year Returns from  
Workforce Services in Texas:  

Participant, Taxpayer & Societal Perspectives

Figure 3
Costs and 10-Year Returns from  

Workforce Services in Texas:  
Participant, Taxpayer & Societal Perspectives
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in present value terms, yielding net returns 
of $8,690 and a 274 percent total return. 
This translates into an annualized ROI 
for the ten-year period of 38 percent for 
participants. Most of these returns derive 
from increased earnings and employer 
productivity.

Taxpayer Returns. Results indicate that 
each dollar invested in workforce services 
is associated with returns to taxpayers of 
$1.17 over five years and fully $2.08 over ten 
years. Compared to the participant costs, 
taxpayer costs are considerably less, includ-
ing direct government expenditures on 
workforce services ($1,300 per participant) 
as well as the value of employer tax credits 
($220) for a total of $1,520. 

The stream of returns from workforce 
investments over the five-year period, 
expressed in present value terms, is $1,775, 
yielding a net return of just $254 and a 117 
percent total return. This translates into an 
annualized five-year ROI of 12 percent for 
taxpayers. 

Over the ten-year period, returns in pres-
ent value terms total $3,155. Net returns 
over ten years are $1,634, for a 208 percent 
total return. The annualized ROI for the 
ten-year period is 25 percent for taxpayers. 
The major source of returns for both the 
five- and ten-year periods is increased taxes 
collected from workers. 

Societal Returns. For society as a whole, 
taxes and transfers — including welfare, 
Food Stamps, and UI benefits — are “net-
ted out,” because they are costs to one group 
(taxpayers), but benefits to another (par-
ticipants). Results indicate that each dollar 
invested in workforce services is associated 
with net returns to society of $1.52 over five 
years and $2.58 over ten years. The total 
societal cost of workforce services is $6,527 
per participant. 

The five-year total return to society for 
workforce investments is estimated to be 
$9,944 in present value terms, for a net 
return of $3,416 and a 152 percent total 
return. The annualized ROI for the five-year 
period is 25 percent for society. Ten-year net 
returns are estimated to be $10,324 and a 
total return of 258 percent. The annualized 
ROI for society over the ten-year period is 
35 percent. 

Low- Versus High-Intensity Investment 
Returns. The intensity of workforce 
investments varies considerably, from the 
shortest-term job referrals to longer-term 
skills training offered through local com-
munity colleges, some of which may lead to 
occupational certificates and/or associates 
degrees. The share of high-intensity services 
also varies widely across the state depend-
ing on the policy emphasis boards place 
on such services. Statewide, an average of 
only about two percent of participant time 
was spent in high-intensity services (see 
Figure 4, page 5).

Participating in high-intensity services was 
associated with annual earnings impacts 
of $1,848 over and above the impacts esti-
mated for low-intensity services (i.e., $564 
for just the first two quarters of year one). 
The earnings impacts from high-intensity 
services are projected to endure throughout 
the ten-year period.

Conclusions 
Using the conventional internal rate-of-
return formulation to produce annualized 
figures, the five-year ROI estimates range 
from a low of 12 percent for taxpayers 
to a high of 29 percent for participants, 
while the 25  percent ROI for society falls 
in between. The ten-year estimates range 
from a low of 25 percent for taxpayers to a 
high of 38 percent for participants, with the 
societal ROI coming in at 35 percent. We 
conclude that: 
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 • Workforce investments yield strong 
returns, regardless of perspective or time 
period. 

 • These returns compare quite favorably 
with the historical returns estimated for 
investments in education and workforce 
services.

 • Costs are mostly in the form of foregone 
participant earnings (opportunity cost) 
and direct program costs. 

 • Returns are mostly in the form of 
increased employer output and reduced 
vacancy days.

 • Shares of high-intensity services vary 
among local boards; returns from high-
intensity investments are larger and 
longer lasting.

Recommendations
These ROI estimates suggest a number of 
recommendations for workforce develop-
ment policies and programs.

Policymakers, at all levels, should invest more 
in workforce services. While considerable 

time, energy, and resources have been 
focused on public education, the returns on 
investments in workforce services are at least 
as high as those for education and accrue to 
individuals who are already of working age, 
as well as to employers.

Public investments in high-intensity ser-
vices produce more lasting returns and 
should receive greater emphasis in the 
policy mix. Workforce investments are 
dominated by low-intensity services, which 
tend to produce short-lived impacts because 
they often do not improve an individual’s 
earnings capacity in any substantive way.

At the same time, it is important for 
workforce boards to provide a continuum 
of services locally — both low- and high-
intensity services — in order to help 
jobseekers and employers connect with each 
other more effectively in the labor markets, 
as well as build skills and foster increased 
economic competitiveness. 

Additional work is needed to capture more 
accurate and complete estimates, includ-
ing: investments in younger youth; savings 
on correctional expenses over time; and 
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inclusion of impacts that prove more difficult to measure 
(e.g., returns associated with related educational invest-
ments and net returns of local workforce initiatives beyond 
federal and state programs).

Finally, it is important for policymakers and funders to 
recognize that while ROIs are a useful tool, they are more 
appropriately used as a periodic measure of performance 
than as an annual standard from which programs are 
evaluated and funding distributed. The intended and 
unintended consequences of implementing particular ROI 
measures should be carefully considered when moving for-
ward in the effort to refine Texas workforce development 
ROI estimates.
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