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Public Spending on Labor Markets as a

Percent of GDP

Spending on labor markets in industrialized nations U.S. spending on labor markets over time
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Key public training programs and funding

1.
2.
3.
4.
5.

Workforce Investment Boards or Workforce Development Boards
Career and Technical Education

Apprenticeships

Adult Basic Education

Federal student loans programs and the Pell grant program



Key private training programs and funding

) Fundir\g tends. togoto higher‘Ski.”ed Employee spending on formal training by
and higher-paid employees seeking education level
post-secondary degrees or other a0

professional certifications, rather than
to LMI workers

25%

Bachelor's degree or Some College High school diploma or
higher less

17%

* Education as an employee benefit is
not generally available to low-income

occupations




Community Development Financial
Institutions — what are they?
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Who are CDFls?

 Double bottom line: CDFIs maintain
a focus on _bOth Fhe_lr earnings as Certified Community Development Financial
well as their social impact. Institutions (CDFIs) by Type

m Bank or Thrift

* Lending: CDFIs have a long track
record lending to small businesses,
consumers, and residential and
commercial real estate.

m Credit Union

m Depository Institution

Holding Company
m Loan Fund

m Venture Capital Fund

* Consulting: their work also includes
financial education, business
assistance, credit counseling, and Sources: CDFI Fund's List of Certified CDFs as of January 14, 2022
technical assistance.




CDFlIs in Workforce Development

* 57% of CDFI survey participants
engage in workforce development
activities. (2019)

» 254 CDFIs focused on improving or
increasing the number of quality
jobs

* 146 CDFls focused on providing job
training or placement services

CDFI Workforce Development Activities

Improve Quality Jobs Supply (n=254) 39% 24%
Job Training or Placement Services (n=146) 25% 45%

M Lending Only M Technical Assistance Only M Lending and Technical Assistance

Sources: 2019 CDFI Survey Report, authors' calculations



Opportunities for CDFls to participate in
Workforce Development
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Education and Small Dollar
Consumer Loans
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Partners and Goal

Tractor Trailer Training
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Partners: Freedom First Credit Union (FFCU)
and Commercial Driver Services, Inc. (CDS) in
Roanoke, VA

Goal: To provide workers with quality
credentials that are valued in the labor market
at reasonable and accessible cost to the
worker/student



Financing Details

* FFCU created a version of their unsecured
personal consumer loan with...

e custom underwriting that reviews a
borrower’s credit history

* 36 months

* Up to $5,000

* Average interest rate of 10-12 percent

* Loans dispersed through CDS

* The first loan payment deferred up to 60 days

Savings over the life of the loan
compared to prior third-party offering

Length of Loan 11% 18%
12 months S 7,560 S 3,780
24 months S 15,120 S 7,560
36 months $22,680 S$11,340

Source: Interviews with FFCU, author’s calculations



Challenges and Social Impact

* The FFCU loan...
* prevents CDS students from turning to high cost, predatory lenders

* Develops a relationship between CDS students and FFCU — providing access to
other banking products such as credit-building programs and homeownership
counseling to auto loans and mortgage products

* On the Road Finance — a financial education curriculum designed by
FFCU and CDS for truck drivers

* Building trust with borrowers through a short video about FFCU’s
mission as an impact lender led to a 9.4% decrease in delinquency rates



New Markets Tax Credits in Real
Estate
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Partners and Goal

IVY TECH

COMMUNITY COLLEGE

LN
INDY

Partners: lvy Tech Community College and
Local Initiatives Support Corporation (LISC) in
the Mid-North neighborhood of Indianapolis

Goal: Develop property in a majority Black
neighborhood into a culinary training facility to

support training for workers within their
community.



Project Details

* lvy Tech Community College would
purchase and develop a property in a
majority Black neighborhood,
historically challenged by high
unemployment rates

* The new building would create a new
culinary arts training center and house
some of lvy Tech’s workforce
development programming




Financing Details: New Market Tax Credit

* NMTC was launched in 2000 to incentivize economic development in
low-income, underserved communities

* NMTCs bring private capital into conventionally high-risk deals and
reduces the interest rate a borrower pays, because part of the private
investors’ return on investment comes from a reduction in their tax

liabilities

* A tax credit gives a for-profit investor a partially guaranteed rate of
return because they can reduce their income tax obligations regardless
of whether the borrower can pay them back.



Financing Details: New Market Tax Credit

e NMTC are used to create an investment fund made of an..

* Equity Investor: Chase Community Equity, roughly $10 million

* Leveraged Lender: Ivy Tech Foundation, through a $23.5 million donation from the Lily
Endowment Inc.

* The investment fund invests into a CDE, or in this case, three CDEs

* CDE’s grant loans to the qualified business operationalizing the project, lvy Tech
Properties

* The equity investor receives a tax credit for their investment in a LMI community

i i — & — 55— s

Equity Investor Leveraged Lender Investment Fund Community Ivy Tech Properties
Development Entities



Social Impact and Sustainability

* The building now houses:
e 7 culinary labs,
e arestaurant and bar,
* a bakery café,

* full catering operations for the conference
center,

* and a corporate college.

* NMTC are limited and are competitive: the
U.S. Department of Treasury issued S5 billion
in credits in 2021

* Most NMTC underwriters focus on deals of
$25 million or more in qualified equity
investments due to high legal costs



Business Expansion Loans to
Workforce Development Providers
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Partners and Goal

%
\V_ Nonprofit Partners: Nonprofit Finance Fund (NFF) and
Finance Fund First Step Staffing in Philadelphia

Where Money Meets Mission

Goal: Expand First Step Staffing Services to a
new market through a start-up style

f i rSt Step business loan

STAFFING
for good




Project and Financing Details

* First Step planned to acquire the Philadelphia based staffing firm On Time
Staffing

A capital stack provided acquisition and working capital to stand up services in
Philadelphia

* A CDFI consortium provided the funds needed for working capital

* Underwriting for the capital loan was based on
 First Step’s projected cash flows—developed in part from On Time Staffing
recent sales and expenses, and

* The demonstrated track record of success First Step’s Atlanta management
team.



Capital Stack: First Step Staffing

Senior Debt — CDFls Subordinate Debt Grants + Contracts Seller Financing
$4.85 million $950,000 $530,000 approx. $2 million
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Challenges

* The acquisition model was unique, which created a different set of
challenges

* Technical assistance from Reinvestment Fund was particularly helpful in
making introductions between First Step and leaders in local
government and philanthropy

* Grants were instrumental to reducing the debt load and First Step’s
Interest expense



Social Impact

i

MAnene  Ananem

2,600 workers 1,300 recently experiencing 500 formerly incarcerated
homelessness
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Take Aways

e CDFls have existing tools to finance training, education, and infrastructure, which enables
sustainable growth in local labor markets

 CDFls and workforce development organizations are primed to expand collaboration given
their shared goal to increase economic inclusion

* Working together will bring diverse players, and consequently more funding, into the
workforce development system by raising awareness of successful partnerships and
developing a stronger shared interest across stakeholders
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Questions?
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Thank Youl!
Connect with us @AtlantaFed
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