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Chapter 4

Taking Advantage of Workplace Training

In all countries, employers make extensive use of their workplaces to train their existing
employees, but countries differ greatly in the extent to which they use workplace training
to develop the vocational skills of young people. Workplace training has many
advantages. It provides a strong learning environment, it can improve transition from
school to work by allowing employers and potential employees to get to know each other,
it contributes to the output of the training firm, and it links training provision to a direct
expression of employer needs.

To take full advantage of workplace training, the training needs to be of high quality and
employers need to be willing to provide it. This means good quality assurance
mechanisms, balanced by effective incentives for employers.

Apprenticeship, one main model of workplace training, faces two main challenges:
encouraging employers to offer a sufficient number of training places, and ensuring that
the training provided is of good quality. Meeting both challenges at the same timeis hard
since quality requirements can be burdensome for employers;, so the design of the
apprenticeship system needs to be in balance. An ideal apprenticeship systemwill involve
high quality training providing transferable as well as occupation-specific skills. It will
be attractive to a wide range of employers, be relevant and appealing to apprentices,
have a low dropout rate and offer adequate wages. Countries use many types of financial
incentives to encourage workplace training, including direct subsidies, special tax breaks
and training levies.
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Workplace training includes first, forma apprenticeships typically involving a
contract, lasting for a period of two to four years and leading to a formal qualification,
second, other shorter and often less formal training and work experience for young people
and, third, training for employees. Our interests lie mainly with the first and second
elements, the apprenticeships and other less formal training which form part of initia
vocational education and training (VET).

For a would-be €electrician, vocational training includes theory (the physics of
electricity), practical hands-on skills (how to wire a house) and practical generic skills
(dealing with clients). In countries with strongly developed apprenticeship systems, like
Australia, Austria, Denmark, Germany, Norway and Switzerland, work placements
typically form alarge part of the programme of study (see Table 4.1 and Figure 4.1).

Table4.1 Time spent by VET studentsin work placements*

Estimated percentage of secondary VET students, by time spent in work placement
(asratio of the total programme length)

% of programme length spent in work placement with employers

75% or more Between 50% and Between 25% and Less than 25%
75% 50%

Australial m - -
Austria m - - TT]
Czech Republic - - - (T11]
Denmark - (T - -
Finland ] - - TT1]
France [ ] - - [ 11]
Germany? - (1]} - [
Netherlands - (1] (T 1] -
Norway? - (1] -
Sweden? - - - T
Switzerland! ] [T 11 - -
United States - - - EmEm

Note: Estimated percentage of VET secondary programmes: - 0%; m 1-25%; mm 26-50%; mmm 51-75%;
mmmm 76-100%.

1. In Australia and Switzerland the amount of workplace training depends on the institution and programme.
2. Some missing data, so not all programmes are represented.
* For definitions see glossary.

Source: Kuczera. M. (forthcoming), The OECD International Survey of VET Systems, OECD, Paris.

Apprenticeships are one of the oldest established institutions in education and
training. They often involve some form of blended on- and off-the-job training but the
design is highly variable, ranging from the alternance arrangements in the dual system
with apprentices attending school one or two days a week to the Norwegian arrangement
with two years of school followed by two years of workplace training. For many
countries apprenticeship represents a core element of initial VET, athough thisis highly
variable between countries (see Figure 4.1). Apprenticeships are found in the traditional
trades as well increasingly, in technical areas such as laboratory and hospital technicians.
In Switzerland for example, anew “IT engineer” occupation was designated in the 1990s
with an associated apprenticeship. Apprenticeships in these technical areas are called
“modern apprenticeships’ in some countries.
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Figure 4.1 How common ar e appr enticeships?
Apprentices as a percentage of those aged 15 to 64: 2001 estimate
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Source: NCVER www.ncver.edu.au/research/proj2/mk0008/internat.htm; NCVER, using data from CIA;
CEDEFOP; US Department of Labor.

4.1 The advantages of workplace training

There are four major advantages of training in workplaces rather than in VET
ingtitutions. First, workplace training can offer a very high quality learning environment,
allowing students to acquire practical skills on up-to-date equipment and under trainers
familiar with the most recent working methods and technologies; it also allows them to
develop key soft skills — such as dealing with customers — in a real world environment.
Second, it facilitates a two-way flow of information between potential employers and
employees, making later recruitment much more effective and less costly. Third,
employer provision of workplace training provides a signal that a VET programme is of
labour market value. Fourth, trainees in the workplace normally make a productive
contribution. The four points are devel oped below.

A strong learning environment

Workplaces provide a strong learning environment because they offer real on-the-job
experience. This makes it easier to acquire both hard and soft skills.

The acquisition of hard skills sometimes requires practical training on expensive
equipment. Rapidly changing technologies mean that equipment quickly becomes
obsolete, so that VET ingtitutions are often unable to afford modern equipment.
Workplace training will therefore often be more cost-effective, since it makes use of
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equipment already available in firms. Firms also employ the people who understand how
to use the latest equipment and can explain the associated techniques.

While an apprentice electrician can learn how to wire a house in a VET institution
with the relevant eectrical equipment, that electrician will normally need a work
placement to find out how to deal with a complaining client, or work effectively
alongside a builder and a heating engineer. Soft skills like these are hard to develop away
from the concrete demands of a real workplace. A study of sales assistants in Denmark
(Aarkrog, 2005) found that soft skills were best acquired on the job. Simulating practice
a school (e.g. through role play) was perceived by students as artificial and useless. A
study from Finland (Lasonen, 2005) found that workplace training taught students
entrepreneurship, promoted maturity and supported the development of practical soft
skills like initiative, problem-solving skills and the use of information sources. While
some relevant theory may be best learned in a classroom environment, workplaces are
often necessary to bring that theory to life. Other research has shown that it is easier to
develop professional skills in work-based training than transferring into practice the
theoretical knowledge learned a school (Aarkrog, 2005; Woerkom, Nijhof and
Nieuwenhuis, 2002).

I nformation flow to improve recruitment

In the workplace, employers and trainees and apprentices get to see each other for
what they are, on Monday mornings, when under pressure, and when there is conflict.
There is abundant research to show that the characteristics on display in these contexts
are critical to job performance. Employers learn about the performance of trainees and
apprentices as potential recruits and equip them with skills suited to the job (Autor, 2001;
Clark, 2001). Since other potential employers cannot readily observe these characteristics,
an employer taking apprentices is in a position to recruit the best from among them.
Companies can use this information advantage to pay saaries below the individual’s
post-training productivity (Acemoglu and Pischke, 1998; 1999a; Leuven, 2005). Thisis
the recruitment benefit to employers of workplace training (see glossary).

These benefits to employers depend on labour market characteristics and regulations,
including the extent of asymmetry of information in the labour market, the degree of
recognition of qualifications, search costs, and wage-bargaining mechanisms (Acemoglu
and Pischke, 1999b).

o Where labour turnover is high, so that apprentices often move to other jobs, or
only stay briefly following recruitment, the risk of “poaching” is increased, and
the recruitment benefit is consequently reduced.

o Where wages are very flexible and job security limited, it is possible for
employers to take on recruits at low wages and then, once employee performance
becomes clearer, reward the most productive and lay off weaker ones. This means
that it is not vital to establish productivity in advance of recruitment, and the
recruitment benefit of formal apprenticeshipsisless.

e Conversely, where wages are inflexible, perhaps determined through collective
bargaining, and where there is a high level of job security, a new recruit
represents an expensive long-term commitment, carrying a substantial risk.
Identification of the most productive workers in advance of formal recruitment is
therefore more advantageous and the recruitment benefit is greater.
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e Factorslike national service requirements — for example in Switzerland and South
Korea — create a gap in time between initial workplace training and subsequent
entry to the labour market, and may make it less likely that training companies
can hold on to their apprentices as recruits.

Workplace training also provides critical information to students about the line of
work they might or might not wish to pursue and about at |east one potential employer.
This helpsto facilitate a smooth transition from school to work.

Productive contribution

Apprentices and trainees undertake useful work generating a productive benefit for
the employer (see Box 4.1, and evidence from Switzerland and Germany in Schweri
etal., 2003, Muhlemann etal., 2007). Their contribution typically increases with
experience and depends also on how their work is organised. In Switzerland, in two-thirds
of cases examined in one study, the productive contributions of apprentices were more
than or at least equal to the costs of training. Wolter and Schweri (2002) also showed that
the one-third of firms which did not derive a net benefit at the end of the apprenticeship
period nevertheless benefited in most cases because of the recruitment benefit — they were
ableto keep the VET graduates they had trained. In Germany, the productive contribution
is much less (Beicht, Walden and Herget, 2004) because Swiss apprentices spend more
time doing productive work at the host company than German apprentices (Dionisius
et al., 2008). Such a productive contribution is only occasionally possible from VET
students in other contexts — usually those most closely resembling real workplaces — for
example in the many catering colleges which operate as restaurants for members of the
public.

Box 4.1 The costs and benefits of apprenticeshipsin Switzerland

In 2000 and 2004, around 2 500 host companies took part in a survey to determine the costs
and benefits of apprenticeship training. Another survey is planned for 2009.

The gross costs of apprenticeship training are the resources which would be released by not
taking apprentices. They include apprentice salaries, vocational trainer fees, labour costs for
administrative tasks and recruitment, installation costs, cost of materials, and some other costs.

The benefit to host companies derives first from the productive benefit that apprentices
generate over the course of the VET programme. The productive output of apprenticesis
therefore calculated in terms of the costs of employing someone else to generate this productive
output.

By comparing the host company’ s gross costs and apprentices’ productive output together,
we obtain the host company’s net loss (i.e. if gross costs exceed productive output) or the host
company’s net benefit (i.e. if productive output exceeds gross costs).

In 2004, Swiss companiesinvested atotal of CHF 4.7 billion in apprenticeship training. At
the same time, the productive output generated by apprentices stood at CHF 5.2 billion. Overall,
apprenticeship training was therefore a good investment for Swiss companies. Around two-thirds
of host companies obtained a net benefit from their apprenticeship training activities. In most
cases, the one-third that generated a net loss were able to recover their lossin the short- and
medium-term by hiring the VET graduates that they themselves had trained during the VET
programme by reaping the recruitment benefit.
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Ensuring VET provision matches labour market needs

As argued in Chapter 2, employer willingness to offer workplace training places is an
indicator of their support for the associated VET programme. Employers will be
particularly keen to offer apprenticeships in contexts where they have labour shortages —
both because apprentices contribute to production and because they may be future recruits
(both the production and the recruitment benefits will be high). Unlike school-based
VET, workplace training is therefore automatically linked to labour market needs. The
“market” in apprenticeship places becomes a domain where student career objectives
have to be balanced with employer interest — a dress rehearsal for the real labour market.

Even where short work placements are all that is involved, as in some VET
programmes, the placements can serve to signal the skills needs of employers. In Sweden,
the OECD review (Kuczera et al., 2008a) recommended that in upper secondary school-
based VET programmes, the currently nominal 15-week period of workplace experience
should become mandatory. Apart from its intrinsic benefits as a learning experience, this
proposal is explicitly designed to grant employers leverage over the mix of VET
programmes offered by VET institutions, since a programme would only run if an
employer is prepared to offer workplace experience.

Balancing workplace and other training locations

Despite al the advantages of workplace training, it needs to be supplemented by the
use of other training locations, since:

e Vocationa theory (see glossary) like a butcher’s knowledge of anatomy is often
best |earned away from the workplace in a classroom setting.

e Some practical skills can be more effectively learnt off the job.

— Where equipment is expensive or dangerous, simulated work environments
may be more cost-effective. For example, training train drivers in simulated
cabs is more cost-effective than on-the-job training, with real trains (and
associated line closures).

— Off-the-job training can operate at a slower pace and provide students with
timeto first initiate their skills (Robertson et al., 2000).

— Economies of scale may mean that it is best to teach some skills collectively
in training workshops, (whether in a public VET institution, or in a training
centre funded by a whole group of companies) rather than in the workplace.

e Loca employers may not always be able to provide all the required training.
Variations between firms — even within the same sector — in terms of products,
markets, clients and technology mean that learning opportunities are not the same
for al VET students in workplaces. Off-the-job training can fill potential gaps in
the skills provided.

e Generd skills, including numeracy and literacy skills, are extremely important in
nearly all jobs directly, and critical to adaptability and the learning of new skills.
Although such skills can be embedded in other forms of learning, including
workplace learning, classroom environments are the traditional context for
acquiring these skills.
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4.2  Ensuring quality in apprenticeships

Quality standards

A good quality apprenticeship involves adequately prepared workplace trainers
guiding the development of the apprentice, providing a good range of vocationa skills —
including both hard and soft workplace skills — and offering an effective route into the
relevant job. More specifically:

e VET ingtitutions and work-based training should complement each other. The
relationship between apprentices, employers and VET ingtitutions is a key factor
determining the success of training: they should have a common understanding of
thetraining, aswell as clearly defined roles and responsibilities (Schofield, 1999).

e Apprentices should perform a variety of tasks, either within a firm or by rotating
across firms (Gruber, Mandl and Oberholzner, 2008). Tasks should increase in
complexity over time and allow trainees to work autonomously and practice their
skills (Robertson et al., 2000).

e As argued in Section 3.1, well-prepared workplace trainers play a crucial role.
The quality of the relationship between apprentices and their colleagues is also
important to informal skills development particularly in SMESs (Robertson et al.,
2000; Harris, Simons and Bone, 2000).

Firms are dways interested in the immediate productive contributions of apprentices,
sometimes less concerned with providing for a good learning experience (Cornford and
Gunn, 1998; Kilpatrick, Hamilton and Falk, 2001; Gibb, 1999). The question arises
whether the productive contribution of apprenticesis at the expense of training quality. In
analysing firms' motives for training, some authors distinguish between substitution
motives (i.e. substituting apprentices for workers) and investment motives (i.e. training to
meet a future need of qualified labour) (Franz and Soskice, 1995; Neubdumer and
Bellmann, 1999 in Mohrenweiser and Backes-Gellner, 2006; Smits, 2006). Research
from Norway (Askilden and @ivind, 2005) and the Netherlands (Smits, 2006) suggests
that firms training for substitution motives tend to use trainees as a cheaper subgtitute for
unskilled workers. Smits (2006) found that the quality of training is better in firms
training with investment rather than substitution motives.

Evidence from Switzerland provides a counter-example. Dionisius et al. (2008)
indicate that, despite the difference in terms of productive contribution, the relative
performance of Swiss and German apprentices seems to be identical at the end of
training. Swiss firms manage to pay off the costs of training during the training period by
allocating students to productive tasks and using apprentices in skilled jobs to a greater
extent than German firms. This shows that using apprentices productively does not
necessarily imply using apprentices as cheap unskilled labour. The authors further argue
that the main reasons for the higher cost-efficiency of training in Switzerland include high
training costs (wages of apprentices and trainers, equipment), a less regulated labour
market and higher labour force mobility than in Germany, and regulations setting up
minimum requirements for the quality of training. High apprentice costs mean that there
is no real incentive to substitute apprentices for unskilled labour and they must instead
seek returns by placing them in skilled jobs. The existence of regulations setting out the
content of workplace training (Smits, 2006) and quality standards (Dionisius et al., 2008)
are identified as essential to ensure high quality learning.
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Even if a firm has an interest in providing good training, there may still be a
difference between the firm's interest and those of students: firms tend to have a
preference for firm and occupation-specific skills, while students also need skills that are
transferable to other firms and possibly other occupations (Smits, 2006). There is also
variation in the quality of training according to the characteristics of firms. Research from
Australia suggests that small firms are aso unlikely to have dedicated training staff
(Hawke, 1998) and the training offered tends to be unplanned (Vallence, 1997), informal
and firm-specific (Seagraves and Osborne, 1997). While workplace training needs to
yield benefits to employers to encourage them to offer sufficient training places, it should
not be so firm-specific that it inhibits future professional mobility. This argues for quality
standards and clear |earning objectives for workplace training. Learning objectives should
be developed with the involvement of employers to ensure relevance to their immediate
needs but balanced by sufficient emphasis on transferable skills to allow for future
mobility.

These considerations argue for quality control carefully applied to apprentice training
to ensure that the employers involved deliver on their training responsibilities. At the
same time, the quality requirements should not be so demanding as to inhibit employer
participation.

Quality standards are a binding set of rules defining the terms of workplace training.
They may cover the content and duration of training, the assessment of training outcomes
and trainers qualifications. Quality standards should help avoid the allocation of students
to unskilled tasks and prevent training narrowly focused on firm-specific skills. Quality
standards should ensure that training meets minimum standards in all workplaces. In a
review of apprenticeshipsin several European countries, Ryan (2000) suggests that in the
UK the lack of externa regulations for apprenticeships leaves room for low quality
training, while in Germany and Denmark there is stronger quality control and permission
for training is withdrawn for companies that provide substandard training. Similarly, in
Switzerland firms need to meet quality standards to be licensed to take on apprentices and
the quality of practical training is monitored.
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Table 4.2 Quality assurance in enterprises providing practical training*

Curric-  Training  Programme  Physical {\r‘;ir:izgr of g?oarlglc' Educational Labour market
lum nten ration r r . rforman rforman
ulu content  duratiol esources places acquired performance  performance
Australia no yes no no no no no no
Austria yes yes yes yes yes yes yes no
Czech Republic | no No no no no no no no
Denmark no No no no no yes no no
Finland no No no yes no no yes yes
France no No no no no no no no
Germany yes yes no no no yes yes no
Hungary *k *k *% *% *k *% *% no
Netherlands m m m m m m m m
Norway m m m m m m m m
Sweden *kk *kk *kk *kk *kk *kk *kk *kk
Switzerland yes yes yes yes yes yes yes no
United States | no No no no no no no no

Note: m: missing.
* For definitions see glossary.

** |n Hungary the Chamber of Commerce and Industry operates the quality assurance system covering the
conditions needed to start workplace training, interim checking to ensure that the training is done under
prescribed circumstances, and that its content and methodology is appropriate.

*** |n Sweden, the Swedish Schools Inspectorate has a mandate to examine the quality of workplace training,
and locally, education/governing boards are responsible for workplace training.

Source: Kuczera, M. (forthcoming), The OECD International Survey of VET Systems, OECD, Pearis.

Table 4.2 provides information on quality assurance practices in selected OECD
countries. Given the need to encourage and support workplace training, quality control
may need to take the form of supportive measures for employers, rather than a
bureaucratic obstacle to firms wishing to undertake workplace training. The QualiCarte
project in Switzerland (Box 4.2) provides an example of atool that supports employersin
improving their training.

Box 4.2 Quality control of workplace trainingin Switzerland

Host companies are responsible for checking the progress of students. Developed with the
social partners, the QualiCarte provides a checklist of 28 quality criteria describing key aspects
of workplace training (including the engagement of the company, particular aspects of the initia
phase of the training and the subsequent training process). These criteria are used by companies
for self-assessment.

Cantonal authorities control the quality of workplace training by issuing licenses, which host
companies must obtain to provide workplace training to VET students. To acquire alicense,
companies must meet technical and personal criteria, and demonstrate that their training
programme complies with quality standards and the content of training matches the needs of the
occupation.

Source: Federal Office for Professional Education and Technology, 2008, Vocational and Professional
Education and Training in Switzerland. National report from Switzerland contributing to the OECD’s
review of “learning for jobs’ Federal Office for Professional Education and Technology, Bern.
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Legal framework

Special contracts for apprentices or trainees exist in many countries. Table 4.3 sets
out some of the contractual characteristics of different workplace training schemes. In
some countries (e.g. Germany, Austria and Switzerland) students are responsible for
finding a company that will provide them with workplace training. Conversely, in
Hungary, VET ingtitutions often help students find apprenticeship places and then the
contract is signed between the firm and the apprentice under the supervision of the
regionally competent chamber of commerce. Some countries (e.g. Australia and Norway)
involve third partners in the apprenticeship under the supervision of the regionally
competent chamber of commerce. Box 4.3 provides examples of the terms of
apprenticeship contracts in three countries.

Table 4.3 Contracts for workplace training

Estimated percentage of VET upper secondary programmes in workplace training by contract characteristics

Basis of contractual status Contractual parties Characteristics of the contract
Mandatory Non Variest Employer | Trainee VET institution | Employ | Training | Combining
mandatory ment training and
employ-
ment
Australia [ 1 [ 1] EEEE EEEE [ 1] - - (1]
Austria EEER ] EEER EEER [ 1 ]] [ 1] EEER ]
Denmark EEEE - EEEE EEEE EEEE - - EEEE
Finland [ (1111 (T 11 [ (1111 - (T11] ]
France (1] - (1] (1] - - - (1]
Germany (1] - (1] (1] - (11} -
Hungary - [ 1] (1] (1] [ 1] - - (1]
Netherlands [ T11] - [T] (T11] (T11] [T]
Norway? EEEE - EEER EEEE - - - EEEE
Switzerland EEEE - ENEN EEEE - - - [T 1 1]

Note: Estimated percentage of VET secondary programmes: - 0%; m 1-25%; mm 26-50%; mmm 51-75%;
mmmm 76-100%.

1. Varies depending on institutions, programmes and fields; m : missing; na: response does not apply.
2. Local government is a'so part of the contract.

Source: Kuczera, M (forthcoming), The OECD International Survey of VET Systems, OECD, Paris.
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Box 4.3 Contractsfor workplacetraining

In Australia, the Australian Apprenticeship/Traineeship Training Contract isalegally
binding agreement between the employer and the apprentice. A representative of the Australian
Apprenticeships Centre is required to be present at the signature of the contract, advises both
parties on their rights and responsibilities as outlined by the National Code of Good Practice,
ensures that the apprenticeship is appropriate to both parties and that they have received relevant
information. The training contract outlines the employer’s obligation to employ and train the
apprentice, pay wages and ensure that the apprentice receives adequate facilities and supervision.
Employers need to submit a training plan, which must be endorsed by the concerned training
provider (VET institution). The contract stipulates a probation period during which either party
can terminate the agreement. Upon completion of the probation period, only by mutual
agreement isit possible to vary the contract.

Source: www.training.com.au/portal/site/public/menuitem.7e75abb80a4e4690f9fa5al101 7a62dbc/

In Switzerland, an apprenticeship contract is signed by the VET student, the student’ s legal
guardian and the host company. Legally binding, these contracts must remain in effect for the
entire duration of the VET programme. In almost every respect, apprenticeship contracts are
equivalent to work contracts (based on Articles 344 to 364a of the Swiss Code of Obligations).
The only difference is that apprenticeship contracts include a clause whereby the host company
agrees to provide the student with practical training. The apprenticeship contract also sets out the
salary conditions for the entire period of training.

Source: Federal Office for Professional Education and Technology, 2008, Vocational and Professional
Education and Training in Switzerland. National report from Switzerland contributing to the OECD’s
review of “learning for jobs’ Federal Office for Professional Education and Technology, Bern.

In Austria, atraining contract between the host company and the student forms the basis of
the training relationship. The student (apprentice) receives health, accident, pension and
unemployment insurance. The training relationship is regulated by the labour and social law, as
well as particular employee protection regulations for young people. Apprentices are entitled to a
saary (Lehrlingsentschadigung), determined through collective negotiation and which varies
among occupations.

Source: http:/Amww.bmukk.gv.at/schulen/bw/bbs/ber ufsschul en.xmi#toc3-id4

A study of five European countries (Germany, Austria, Denmark, Ireland and the
United Kingdom [Ryan, 2000]) identified the existence of a strong institutional
framework, including a legal framework for apprenticeships, as an important condition
for the successful implementation of apprenticeship training. An apprenticeship, or
traineeship contract, setting out the rights and obligations of both trainees and receiving
firms can be a tool to control the quality of workplace training. In Mexico, employers
reported to the OECD review team that the lack of legal arrangements (in particular
concerning the insurance of trainees) is a barrier to the expansion of workplace training in
VET. The creation of a contract for trainees, setting out legal arrangements, would solve
this problem: it would avoid the need for individual employers to make their own
arrangement for a contract, and it would cover trainees against unforeseen risks. By
setting out the rights and obligations of both trainees and receiving firms, such contracts
could also be atoal to control the quality of workplace training. As a result the OECD
review of Mexico recommends the establishment of a trainee contract (Kis, Hoeckel and
Santiago, 2009).
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Continuous vs. sequential training: need to allow for flexibility

Classic continuous dual apprenticeship training involves one or two days of schooling
in the VET ingtitution and three or four days of training and working in the company
throughout the three or four years of apprenticeship training. However, some occupations
require substantial theoretical and practical training before an apprentice is able to do
meaningful work. Many different models have therefore emerged, with apprentices
spending months, or even up to two years, in a VET ingtitution or in specialised training
centres before working in a company. Some other factors include:

e The extent to which prior learning is needed affects the cost-benefit ratio to firms.
When prior theoretical knowledge has to be acquired over a long period before
the apprentice is able to do meaningful work, the government may organise prior
training in VET ingtitutions at public expense, or consider whether training
organised by a group of companies could be more cost-effective.

o The most effective systems offer firms the flexibility to choose the system best
adapted to their needs. Flexibility regarding the duration of the apprenticeship
training is important for both employers and apprentices. it helps ensure that
apprentices reach their training objectives and that the costs and benefits of the
training to employers will be in balance.

4.3 Making workplace lear ning reality: incentivesfor employersand trainees

I ncentives for employers

The incentives on employers to provide apprenticeship places depend on the benefits
and costs they expect from training. As discussed, employers gain both a production and
a recruitment benefit from apprenticeships. In addition, employers sometimes say that
training apprentices is a socia responsbility, and, more subtly, that trainees ask
guestions, encouraging a reflective approach to the work. In many OECD countries
governments offer additional incentives for employers to take apprentices (see Table 4.4).

The costs of apprenticeships to employers are of two main types. apprentice wages,
and the resource costs of training the apprentices:

e Apprentice wages vary markedly. For example in Australia the 2006 weekly rate
for apprentices in their first year ranged from 47% to 75% of the minimum wage
depending on the industriad sector; by the fourth year all apprentices receive the
federal minimum wage, or more (Australian Fair Pay Commission, 2006). In
Norway, apprentices receive a wage negotiated in collective agreements that
ranges from 30% to 80% of the wage of a qualified worker, the percentage
increasing over the apprenticeship period (Kuczera et al., 2008b).

e The resource costs of training apprentices include the time of experienced
employees, mistakes by inexperienced apprentices and wasted resources
(Richardson, 2005), remunerations of training staff, teaching materials and
administrative costs (Rauner, 2007). These costs are dependent on the quality of
apprenticeship training provided, covering issues like whether special training is
provided to supervisors, whether apprentice supervisors have some additional
status and wages to reflect their role and so on.
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Both benefits and costs are hard to estimate, although firms are getting better at doing
s0. In Switzerland half of firms with apprentices either have formal mechanisms to
monitor the cost/benefit ratio of their training, or were about to introduce such
mechanisms in 2004°. But many firms lack such mechanisms and rely instead on
perceptions of the utility of training (Davidson et al., 1997; Schweri et al., 2003)

Systematic studies have been undertaken in Germany and Switzerland into the costs
and benefits to employers of taking apprentices (see Box 4.1).

Government-provided incentives for employers

As argued in Section 4.1, there are important spillover benefits from many forms of
VET, including workplace training, since there are benefits not only to the employer
offering training, but also to the student, as well as to other employers and society at
large. This common interest in workplace training provides an argument in principle for
governments to encourage and support workplace training. Governments use a mix of
direct subsidies, tax breaks, levy arrangements and in-kind arrangements (see Table 4.4).

Table 4.4 How governments and employer s support workplace training

Public funding Firms’ collective Employers contribution to VET
contribution
Direct Tax (e.g. training levy) Training Salaries of Travel
subsidy*  deduction* equipment trainers expenses of a
trainee

Australia Yes Yes No Yes Yes Yes
Austria Yes Yes In some sectors Yes Yes Yes
Denmark No No Yes Yes Yes No
Finland Yes No No - - =
France No Yes Yes Yes Yes No
Hungary Yes No Yes Yes Yes Yes
Norway Yes No No Yes Yes Yes
Netherlands No Yes - Yes Yes Yes
Switzerland No Yes In some sectors Yes Yes Yes

* See glossary for definitions.

Source: Kuczera, M. (forthcoming), The OECD International Survey of VET Systems, OECD, Pearis.

A flat-rate subsidy to employers per apprenticeship place offered has two potential
weaknesses. First, many of the apprenticeship places attracting the subsidy would be
offered even without the subsidy. So the net effect of the subsidy on the overall training
effort may be modest. Second, subsidised firms may reduce other types of training that
are less generously subsidised.” Evidence suggests that the effectiveness of a subsidy, as
an incentive for a firm to train, is mixed. Brunello (2009) discusses evidence from a
Danish study by Westergaard-Nielsen and Rasmussen (1999), arguing that although the
effects of a subsidy on the willingness to provide an apprenticeship place is modest

6 Information provided by OPET Switzerland.

In Norway the subsidy for providing apprenticeships for adults is lower than the subsidy for
apprenticeship training for upper secondary students. This may reduce adult learners’ chance of
obtaining apprenticeships.
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(demand for apprentices would have been 7% smaller in the absence of a subsidy) it may
still represent good value for money, given the expensive alternative option of having
pupilsin vocational schools. In Switzerland a simulation exercise suggested that subsidies
would have an impact only on firms that are not involved in apprenticeship but have no
effect on the supply of apprenticeship training in firms that train already (Muhlemann
et al., 2007). In Austria, subsidies had very little impact (Wacker, 2007).

The design of apprenticeship systems is characterised by trade-offs between different
factors, which all need to be in balance for the system to be effective. The required
quality of training needs to be sufficiently high to deliver for the student and for the
economy, but not so high as to become an obstacle to employer engagement. Apprentice
wages have to be sufficient to attract good apprentices and inhibit dropout, but not so
high as to become yet another obstacle to employer provision. The apprenticeship period
and its relationship to apprentice wages — which typically rise as the apprentice skills
develop — also need to be balanced. It needs to be short enough to inhibit dropout into
jobs by near-fully trained apprentices, but not so short that the employer loses the
productivity benefit of apprentices, which are largely obtained towards the end of the
apprenticeship period.

For employers the net benefits of workplace training must yield sufficient incentive to
encourage the provision of training places, but this can be achieved in different ways. For
example this might involve (as in Switzerland) relatively low apprentice wages, balanced
by strong requirements on training companies in terms of the preparation of apprentice
supervisors and adherence to the national curriculum. In Switzerland this mix is deployed
to support an apprenticeship system without recourse to subsidy.

Some countries employ training levies to boost the amount of training offered by
companies — typically using them to support the training of existing employees, but also
sometimes trainees and apprentices. For example in Hungary, employers are required to
contribute 1.5% of their payroll, representing almost one-third of total nationa
expenditure on school-based VET (Hungarian Ministry of Labour and Socia Affairs,
2008). Enterprises can either contribute this sum to the Labour Market Fund, or
alternatively offset some or all of their contribution against provision of practical training
for VET students, direct support to VET institutions for development purposes or training
for their own employees. Economic growth fuelled a fivefold expansion in the Labour
Market Fund between 1998 and 2004.° Box 4.4 summarises the rather mixed evidence on
the effectiveness of levies.

Source: Hungarian Ministry of Education, Hungarian Ministry of Employment and Labour, cited in
Kdpeczi Bocz and Biikki (20063, p. 65).
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Box 4.4 Do training levieswork?

Training levies may be used to raise revenues for public policy initiatives, increase training
levels beyond what is provided by firms and promote a more equitable distribution of training
opportunities among employees and between industry sectors (Billett and Smith, 2005). They
may promote firm-based training and give employers more freedom to manage their training
activities (Gasskov, 2003), while allowing public authorities to influence training by defining
conditions for eligibility for funds from the levy (Dar, Canagarajah and Murphy, 2003).
However, they also sometimes subsidise training that would have been provided anyway (Dar,
Canagarajah and Murphy, 2003). In this case, they are ssimply awindfall for the firms concerned
(Gasskov, 2003).

Evidence also suggests that univer sal training levies are ineffective in ensuring an
equitable distribution of training opportunities: firm size and employee characteristics typically
shape access to training (Billett and Smith, 2005). The administrative procedures associated with
claiming reimbursement or setting expenses against the levy contribution are often complicated
and may discourage smaller firms from filing claims (Edwards, 1997). Large firms with well-
established training programmes and administration tend to benefit disproportionately from the
levy (Gasskov, 1998). Empirical evidence on the French levy scheme indicates that training
opportunities are skewed in favour of large firms and more highly skilled employees, while
small firms and employees with lower skills are less likely to benefit (Goux and Maurin, 1997).
Similarly, the Korean training levy encouraged skills development, but large companies
benefitted more than SMES, even though the system included a specia incentive for SMEs (Lee,
2006).

Training levies require careful supervision; otherwiseit is hard to ensure that the training
funded through the levy is of sufficient quality. Unfortunately, the supervision of training quality
is sometimes carried out by tax auditors or departments that may lack the relevant expertise.
Conversely, effective quality control inevitably implies substantial costs both for regulating
authorities and the firms being regulated (Dar, Canagarajah and Murphy, 2003).

Sectoral training funds have been established in the Netherlands and also in the UK in the
field of construction. Smith and Billet (2005) argue that sectoral levies work in some industry
sectors and may be more attractive to firms than universal levies: they are negotiated through
collective agreements and give employers control over the arrangements for the fund. However,
they also share the main weaknesses of training levies (CEDEFOP, Briefing Note, 2008).

In theory, sectoral levies can be effective tools that support strategic objectives of the sector
and, if firms perceive significant returnsto training in industry-specific skills, they can help
increase training expenditure by firms (Smith and Billett, 2005) but an empirical study on the
sectoral levy in the Netherlands (Van den Berg, Meijers and Sprengers, 2006) failed to find
evidence that the levy encourages either initial or continuing training.

Smith and Billet (2005) suggest that sectoral levies are ineffective in promoting equity in the
distribution of training expenditure within firms. This contrasts with a study by CEDEFOP
which suggests that sectoral training funds usually contribute to a more equal distribution of
training opportunities among under-represented groups, (CEDEFOP, 2008 Briefing Note).

Other non-financial measures

In some countries there are special bodies that aim to facilitate employer engagement
in apprenticeships. They typically serve to improve the match between the needs of
employers and students looking for workplace training. They also take care of the
administrative duties involved in apprenticeship training and thereby remove a
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considerable burden from employers. (This is particularly important for SMES). They
may also employ apprentices and hire them out to host employers (see Box 4.5).

Box 4.5 External bodiesinvolved in apprenticeship training

Australia: In Australia, group training organisations (GTOs) are not-for-profit organisations
supported by public authorities, with some charges to host employers. Therole of GTOsisto
employ apprentices and hire them out to host employers. They sometimes focus on a particular
industry or region. The tasks performed by GTOs include: selecting apprentices to suit the needs
of employers; arranging and monitoring training both on and off the job; taking care of the
administrative duties involved; and ensuring that apprentices receive a broad range of training
experience — sometimes by rotating them to different firms.

For research papers on GTOs see www.ncver .edu.au/publications/bytheme.html.

Norway: In Norway training offices (TO) (opplaaingskontor) are owned by companies and
usually relate to specific trades. TOs work actively to identify possible new training companies
and establish new apprenticeship places, supervise companies with apprentices, and train staff
involved in the tutoring of apprentices. Many TOs organise the theoretical part of the
apprentices’ training. They often sign the apprenticeship contracts on behalf of smaller training
enterprises, thereby becoming accountable for completion of the training and its results
(Norwegian Directorate for Education and Training, 2008).

Switzerland: Under the 2004 VET Act, the Swiss government established vocational
training associations (Lehrbetriebsverbiinde). These are groups of firms that share apprentices.
Theaimisto allow firms that do not have the capacity and resources to provide full training of
an apprentice to become engaged and to decrease the financial and administrative burden on
each individual firm. One of the firms of the association has the overall responsibility for the
training of the apprentices, signs the apprenticeship contract and represents the association
externally. The Confederation subsidises the Lehrbetriebsverblinde with initial funding
(Anschubfinanzierung) during the first three years for marketing, administrative and other costs
necessary to set up the joint training programme. After thisinitial support, the training
associations are supposed to be financially independent. An evaluation (OPET, 2008) has
revealed positive results in that a majority of firmsin training associations would not have
engaged in training otherwise.

Occupational licensing

Firms may be encouraged to train their staff if their occupations are licensed and
therefore have to be certified against particular standards. However, Billett and Smith
(2005) warn that using licensing as a means of encouraging training carries the risk of
fostering superficial training and certification and potentially weakening licensing
arrangements that exist for other reasons (e.g. health and safety).

Sustaining incentives for employers during the economic crisis

Economic pressures can limit the active participation of employers. Employers face a
myriad of competing pressures and demands, and as indicated in the introduction, they
tend to be reluctant to offer workplace training during economic downturns.
Economically depressed regions may face a similar problem. In a depressed region one
might encourage young people to seek workplace training in a different part of the
country in a sector with good job prospects. This must be balanced against the potential
challenges to younger people of living away from home, sometimes with weak adult
supervision. In the interests of regional equity, it may sometimes be necessary to
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compensate for the lack of workplace training through additional provision in VET
institutions.

In late 2008, the global economy entered a downswing and the length and depth of
this downswing remains uncertain. In a recent review of the evidence of the effects of
downturns on apprentices and initial workplace training, Brunello (2009) notes the
limited evidence, but suggests that normally apprentice numbers drop even faster during
recessions than do the numbers in employment, although incumbent employees may
experience an intensification of training effort. During downswings employers tend to
shed labour and become more reluctant to take trainees and apprentices. In a weak
economy with low demand the production benefit may be limited, and the expected
recruitment benefit depends on the risky assumption that the employer will weather the
downturn and expand again.

In Australia, during the early 1990s recession, apprentice numbers fell from 161 000
to 120 000 over the period 1990-93 (NCVER,
www.ncver .edu.au/resear ch/proj2/mk0008/growth.htm). The relative vulnerability of
apprentices and ordinary employees to a recession will depend on local circumstances.
One analysis of the impact of the 1930s depression on engineering apprenticesin England
argued that during this period apprentices were used to substitute for full employees
(Hart, 2005).

Taking on an apprentice represents a future commitment, often over several years.
Apprentice contracts vary, but may be tightly binding on an employer, partly to ensure
that employers are committed to the longer-term development of their apprentices.
Employers may be very reluctant to take on such a potentia risk during a period of
intense uncertainty about the immediate economic future.

Potential policy responses to the crisis, designed to cushion apprenticeships and other
forms of workplace training include:

e Temporary subsidies for apprentice starts. One objection is that most of the
apprentice starts would happen without the subsidy. Another is that this might
become an incentive for employers to use apprentices as cheap labour.

e Creation of more apprenticeship placesin the public sector.

e Some means of sharing risks between different employers for taking on an
apprentice. One option is to arrange for government sponsored bodies to take on
apprentices and for employers to host the apprentices, as in the group training
organisationsin Audtralia.

e More practica training in VET ingdtitutions to compensate for the loss of
workplace training.

e More time spent in general education, with job-specific training shifted to later
stages in the education and training systems.

Brunello (2009) argues for policy that encourages training on and off the job during
recessions — given the risk that young people may otherwise find themselves trapped in
temporary jobs with few training opportunities. Drawing on Bassanini and Brunello
(2008), he argues that “training policies are not necessarily the only and perhaps not the
best tool available to support training in a prolonged downturn: structural policies that
favour product market competition and labour market policies that reduce the dualism
between protected insiders and unprotected outsiders may deliver better payoffs than
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subsidies to workers and employers, which are plagued by the presence of deadweight
and substitution effects.”

I ncentives for potential apprentices

A strong apprenticeship system needs to be attractive to potential apprentices as well
as employers. Apprentices normally receive a wage, as noted above, and they may also
get some type of government grant for subsidy. In return they should receive good quality
training and the reasonable prospect of a smooth entry into the target occupation. From
the apprentice point of view, the appeal of thisform of training is comparative, depending
on what else is on offer. Typically this will depend on the relative attractions of an
academic track in tertiary education, or alternatively direct entry into the labour market.

Apprenticeships and other forms of workplace training may also smooth the transition
to the labour market. Practical training in a company as part of initial VET may facilitate
the transition from education and training to the labour market and reduce the cost of
training graduate recruits, although the empirical evidence on the labour market outcomes
of VET with workplace training is admittedly somewhat mixed. In Germany, economic
activity was higher among apprentice graduates (who have received workplace training)
than among university graduates and graduates from school-based VET (who typically
lack workplace experience) athough the duration of unemployment was longer for
apprentice graduates than for other groups’ (Winkelmann, 1996). In Austria, Hofer and
Lietz (2004) found that apprentice graduates (upper secondary level) have less
unemployment and higher earnings than unskilled workers, although their labour market
performance is weaker than that of upper secondary graduates.™

Box 4.6 Workplacetraining in Korea

In Korea, many companies complain that young people entering employment directly after
school require considerable training before they start ajob (Grubb et al., 2006; Jung et a., 2004).
According to a survey carried out by the Korea Employers Federation (KEF, 2005 in Park, 2007)
among 536 companies (100 workers and over), new university graduates typically need more
than 20 months of training before they are placed in areal work situation at atotal cost of
approximately KRW 107 million in large companies and KRW 39 million in SMEs (Park,
2007). Jung et al. (2004) argue that the low availability of workplace training in Koreaforces
students to seek costly additional training from private providers.

The Y outh Job Experience programmes involve practical training in firms for students and
unemployed 15-to-29-year-olds, with tertiary students accounting for 83% of all participants.
Evaluation of the programme shows that student participants needed less time to find ajob after
graduation and stayed longer in their first jobs than those without work experience during their
studies (OECD, 2007). However the programme reached rel atively few students and
participation has been decreasing (MEHRD and KEDI, 2005; OECD, 2007).

In the light of these circumstances, the OECD review of VET in Korea recommends
improvement in the provision and quality of initial workplace training (Kuczera, Kisand
Wurzburg, 2009).

9

10

Based on data for the 1984-90 sample.

The study does not control for students’ ability and selection mechanisms.
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Dropout is one indicator of weakness in apprenticeship systems as well as perhaps the
attractiveness of aternative career options. Dropout rates are technically difficult to
calculate, mainly because in most educationa systems, a proportion of those who leave
educational programmes re-enter a similar programme either immediately or within a
relatively short period of time. This group may not be regarded as genuine dropouts. This
means that comparing dropout rates across countries is fraught with difficulty, but there
are some striking international differences. A recent study sought to identify comparable
completion rates for a group of European countries. They note a completion rate of 31%
for England™, 50-60% in Scotland, and suggest, that on a comparable basis, the rate in
Germany is around 75%, around 70% in Denmark, around 65-70% in the Netherlands,
and around 75-80% in France. The study notes arange of statistical difficulties associated
with this comparison (West, 2004). In practice non-completion may not be a significant
problem. Among other studies on apprenticeship dropout, Bessey and Backes-Gellner
(2007) show that in Germany about 20% of the apprentices prematurely terminate their
apprenticeship contract, but in practice most of them either shift to another employer or
education career track, leaving only a very small proportion of complete drop-outs — less
than 5% of those who start apprenticeships.

4.4 Taking advantage of workplace training: conclusion

Arguments and evidence
e Good qudity workplace training:
— Provides a strong learning environment for both hard and soft skills.

— Improves transition from school to work by allowing employers and potential
employeesto get to know each other.

— Contributes to output.
— Linksthe provision of training to real labour market needs.

e Workplace training typicaly needs to be complemented by other education and
training, since some skills are more effectively taught off the job and workplace
training may not always be available because of regional economic weaknesses or
economic downturns.

e Theideal apprenticeship training will be:
— High quality, with well-structured training in the workpl ace.

— Attractive to a wide range of employers in terms of the costs relative to
immediate and potential benefits.

— Relevant and attractive to apprentices with a low dropout rate, and an
adequate wage.

— Cost-effective, rdative to aternative ways of delivering publicly supported
VET.

n Completion rates in England have risen substantially in recent years, rising from 38% in 2004/5

to 64% in 2007/08. Data Service (2008) Statistical First Release DS/SFR1 v2 22 December
2008, the Data Service, London.
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Workplacetraining: OECD recommendations

e  Make substantial use of workplacetrainingininitial VET.

e Ensure that the framework for workplace training encourages participation by both
employers and students.

e Ensure workplace training is of good quality, through the provision of a clear
contractual framework for apprenticeships, and through an effective quality assurance
system.

e  Balance workplace training by other provision (e.g. training workshops in schools)
where other learning environments work better, or where workplace training is not
available.

e Devise effective responses to the current economic crisis, to sustain workplace
training, and cope with increased demand for full-time VET.
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