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TRANSMITTAL # 4
MEMORANDUM

September 16, 2004

TO:

Workforce Development Council

FROM:
Roger B. Madsen, Director

SUBJECT:
Examine Claw-back Provisions for the Workforce Development Training Fund 

ACTION REQUESTED:
None.  Information only.

BACKGROUND:
The Council requested information regarding the feasibility of including a claw-back provision within each contract supported by the Workforce Development Training Fund (WDTF).  A claw-back provision would allow recapturing of training funds reimbursed to companies if jobs are not created or maintained over a specified period of time.

Currently, a claw-back provision is used only with companies that are in the process of moving to Idaho and training their new workforce.  In the event the relocation does not occur, the companies will repay total training costs received to date.

The State has attempted to minimize risk to the fund by assuring that payment is made only after the individuals have been hired and the training has been provided.  The type of business selected has also been a consideration.  As an example, third party call centers are no longer considered because of their relatively higher risk for interrupted work.  Claw-back provisions have not been included in general WDTF contracts for the following reasons:

1. Administrative expense associated with recapturing funds

2. Lack of a definition for “reasonable time period” for job retention

3. Negative impact on business attraction and expansion

4. Appropriate consideration of unforeseen changes in the marketplace outside business control

5. Increased impact of raising the skill levels of the individuals and the community’s workforce, even in the absence of job retention
To determine the actual impact of a claw-back provision, staff from the Research and Analysis Bureau at the Idaho Department of Commerce and Labor are performing a longitudinal study, analyzing prior WDTF contract records and collecting employee retention data.  From this study, the Council will have information on the general rate of retention, general length of retention and, using prior contract retention data, establish the impact a claw-back clause would have on the fund.  

A report regarding the longitudinal study of WDTF employee retention should be available at the next Council meeting.  
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