Chapter 4

ENTERPRISE TENURE, LABOUR TURNOVER AND SKILL TRAINING

A. INTRODUCTION AND MAIN FINDINGS

nalities may hinder efficiency and lead to less employment security than would be socially desirable [Levine
(1991)l. These include the risk of opportunistic behaviour, adverse selection, the difficulty in actually enforcing even efficient implicit contracts, and wide asymmetries in the information available to firms and workers. In
such models, legislation may help ensure efficient outcomes. This focus on market failures is similar to some
analyses of enterprise skill training. Fear of losing trained
workers to competitors can lead to less investment in
skills than socially desirable [Blinder and Krueger
(1991)l. That in turn may lead to higher turnover, further
discouraging training.
However, examination of both employment protection and tenure needs to be put in the context of a wider
set of institutions - the education and training systems,
the system of industrial relations and labour market policies, for example. Rather than considering only costs or
only benefits, the real issues are assessing the comparative merits of different systems along a range of
outcomes.
Section B examines the evidence on enterprise tenure.
In the aggregate, there are large differences across countries, with Japan, Germany and France having relatively
long tenures, and the United States, Australia, the
Netherlands and Canada relatively short ones. These differences are not due to dissimilarities in either the age or
sex distribution of the workforce. There are also significant differences in age-tenure profiles. Again, those of
Japan, Germany and France appear considerably steeper
compared with Anglo-Saxon countries. Interestingly,
while the profiles of Japanese men and women above the
age of 30 have increased over time - indicating a
strengthening of enterprise attachments - the profiles for
Spain and the Netherlands, and to some extent the United
States and France, have actually declined somewhat.
Finally, an analysis of historical retention rates, a measure of the probability of continuing with the same firm
for an additional five or ten years, shows that attachments
between employee and employer are more likely to
endure for Japanese, French and German workers, with
the largest differences occurring among workers who
have recently been hired.
Do these facts reflect basic differences in management practices in training and provisions for employment

The 1984 Employment Outlook contained one of the
first comparative studies of job tenure. The years since
have seen major developments both in the functioning of
real world economies and in the analysis of the
employee-employer relationship. This chapter returns to
some of the themes taken up in 1984 and updates the
statistics. It also analyses changes that have occurred and
sheds some new light on the comparison of tenure and
employment stability across countries.
The issues are timely in terms of policy perspectives
on employment security. A number of countries have
been concerned about competing effectively in the international market-place while being able to maintain the
standard of living of the workforce. Inadequacies in
enterprise efforts in skill formation and training have
been central to these debates. Promoting institutions
which support longer tenures, as well as other institutions
- worker participation or “voice” in the firm, and supportive financial institutions - are key features of debates
on skill formation [Porter (1992); Soskice (1990b)l.
Meanwhile, the debate continues on labour market
flexibility and employment protection, especially in the
European context. Some analyses have focused on
whether employment protection legislation may affect
the level of aggregate employment or employment
growth or be associated with persistent unemployment. It
is sometimes argued that such legislation might affect
firms’ hiring or firing policies, especially assuming that
uncertainty about the future has increased [see Bertola
(1990); Buechtemann et al. (1990)l. In this context, some
long-term worker-enterprise attachments, if affected by
such exogenous factors, are seen as impairing efficiency.
The fact that there may be a range of benefits and
costs attached to different regimes of employment protection should be obvious. It is sometimes assumed that
employment protection policies have been exogenously
imposed, and thus probably impair efficiency (although
for some they may have desirable distributional effects).
This effect is often the result of using neoclassical models of well-functioning labour markets. In contrast, recent
research on the micro-economics of labour markets has
shown that a variety of feasible market failures or exter119

stability, worker preferences, or other institutional factors? Section C touches upon some of these possibilities.
It first presents data on tenure by level of initial education
and by size of firm. The section then draws on enterprise
training statistics in connection with tenure and turnover
information. It closes with a discussion of employment
protection.
The available data are very sketchy, but do yield
several findings. First, data for France, Japan and the
United States show that less educated workers have lower
tenure than more educated ones at any given level of
labour market experience. Second, formal enterprise
training seems more widespread in Japan compared with
the United States, a result consistent with several other
studies [Mincer and Higuchi (1988); MacDuffie and
Kochan (1990)l. Third, American youth are apparently
much less likely to receive formal training in their early
jobs after leaving the school system compared with their
Japanese counterparts, or with German youth receiving
initial skill training in the dual system. Turnover is also
lower in Japan and Germany compared with the United
States.
Fourth, French and United States data suggest a positive correlation between tenure and training across industries. Fifth, analysis of micro data from the United States
suggests that those industries with relatively low measured turnover and relatively high training in the aggregate are generally also industries where training is high
and turnover low across broad occupational, age, and
education categories - roughly, the more stable the
industry employment, the more it also engages in training. It does not necessarily follow that skill training can
explain the differences in tenure across countries or
industries, but they can be mutually reinforcing. They
should be seen as the result of a broader institutional
framework which affects both. Elements of that framework likely include the structure of financial institutions
as a factor determining how much and over what time
horizon businesses invest, the internal governance of
firms, and the role of worker voice in decision-making.
Sixth, an examination of employment protection
shows that accurately assessing its stringency and effects
on the labour market is difficult. Moreover, the use of
different criteria to measure it often results in considerable changes in the ranking of countries. Finally, there is
little obvious relationship between one indicator of the
extent of employment protection - the sum of the maximum months of notice and severance payments for bluecollar workers - and average enterprise tenure across
OECD countries. This does not necessarily mean that
employment protection has no effect on tenure. Differences in tenure are clearly more the result of the interplay
of complex labour market and social institutions, of
which employment protection is but one dimension.
Drawing policy implications from this analysis is
complex and ambiguous. For example, while it does
seem that too high a rate of labour turnover does not
facilitate the development of workplace skills, it also

seems rather unlikely that countries with high turnover
could easily or quickly emulate the implicit bonding
- and the training that seems to go with it - between
worker and firm that characterises a good part of the
Japanese workforce except with considerable institutional changes. Furthermore, analysis which stresses the
role of employer and worker organisations in co-ordinating activities like training to partially overcome the free
rider problem does not lead to simple policy conclusions.
Moreover, the tenure-training relation really leads to a
fundamental issue of why the two are more mutually
reinforcing in some rather than other countries. Every
country and the social partners, although drawing on the
experience of others, will have to search for their own
solutions.

B. ENTERPRISE TENURE

1. Introduction
Data on enterprise tenure are usually derived from
household surveys that ask workers how long they have
been with their present employer. This is a measure of
“spells in progress”, not of completed spells. In addition, all jobs which started and ended before the survey
are not counted.’ The distinction between spells in progress and the expected completed duration of spells is
similar to measurement of the average age of the population at a point in time (tenure in progress) compared with
the life expectancy of the current population (completed
tenure). It is only with exacting data sets that all completed spells of employment could possibly be captured.
Enterprise tenure complements measures of labour
turnover. The latter occurs when individuals leave or are
dismissed by their employer. Average tenure provides
point-in-time information which is affected by current
spells of long-duration employment because these have a
high probability of being captured at any given moment.*
Labour turnover is a flow concept measured over a
period, usually a year. It tends to be dominated by shortterm spells, which are more likely to be detected over
time than caught at any given point. This chapter is based
on tenure information, which is also used to estimate
statistics on job-leaving or turnover rates.
2. General evidence on enterprise tenure
Like most statistics, those on tenure lack perfect comparability across countries. Data sources, the population
and sector coverage, the reference years, the definitions
and methods of computation are usually not identical (see
Annex 4.A). While this calls for some caution, it is clear
from Table 4.1 that the distribution of workers by their
current tenure varies widely from one country to another.
Nearly 29 per cent of workers in the United States in
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Table 4.1. Distribution of employment by enterprise tenure, 1991

Current tenure (%)
Total
Under 1 year
1 and under 2 years
2 and under 5 years
Under 5 years
5 and under 10 years
10 and under 20 years
20 years and over
Unknown

+

t!

Australia

Austria"

100.0
21.4
13.2
25.9
60.6
16.2
15.2
8.1

100.0
13.8
15.26
32.6b
36.7h

Canada

Finland

France

Germany

100.0
23.5
2O.Oc
11.9'
55.4
15.2
19.4
10.0
-

100.0
11.9
12.8
24.5
49.2
16.7
21.4
12.8
-

100.0
15.7
10.7
15.6
42.0
16.2
25.6
15.8
0.4

100.0
12.8
10.3
17.9
41.0
17.8
24.5
16.7
-

100.0
9.8
16.lC
11.5<
37.4
19.7
23.6
19.3
-

Japan

Netherlandsd

Norway *

Spainn

100.0
24.0
15.5
22.9
62.4
11.4
15.2
11.0
-

100.0
14.91
11.01
18.01
43.91
19.7
24.1
12.3
-

100.0
23.9
7.7
14.8
46.4
14.0
21.3
18.4
-

100.0
17.6
11.7
20.7
49.9
16.8
18.8
13.8
0.8

100.0
18.6
12.4
23.9
54.8
16.1
19.3
9.6
0.1

100.0
28.8
11.6
21.3
61.7
11.7
17.8
8.8
-

100.0
18.6

Switzerland

Kunited
i n ~ ~ oUnited
~
States

Unweighted
average

50.4
16.0
20.5
13.0

-

1.7

Average tenure (years)
All persons
Men
Women

6.8
7.8
5.4

-

7.8
8.9
6.5

9.0
9.4
8.5

10.1
10.6
9.6

10.4
12.1
8.0

10.9
12.5
7.3

7.0
8.6
4.3

9.4
10.2
8.4

9.8
10.6
8.2

8.8
10.4
6.6

7.9
9.2
6.3

6.7
7.5
5.9

8.7
9.8
7.1

Median tenure (years)
All persons
Men
Women

3.5
4.1
2.9

-

4.1
4.8
3.3

5.2
5.8
4.9

7.5
7.9
7.0

7.5
9.5
5.0

8.2
10.1
4.8

3.1
3.9
2.0

6.5
7.4
5.8

6.3
7.5
3.3

5.0
7.1
3.6

4.4
5.3
3.7

3.0
3.5
2.7

5.4
6.4
4.1

a ) 1988.
bJ 1 and under 3 years, 3 and under 10 years, and 10 years and over.
CJ 1 and under 3 years, and 3 and under 5 years.
dJ 1990.
e ) 1989.
f) Under 21 months, 21 and under 33 months, 33 and under 57 months, and under 57 months.
gJ 1992.
h) The unweighted average excludes Austria.
Sources and notes: See Annex 4.A.
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1991 had tenures of one year or less while the corresponding proportion in Japan in 1990 was less than
10 per cent. Four countries (Australia, Canada, the
Netherlands and Spain) have a figure close to the one for
the United States; among them the proportion of workers
with tenure under one year ranges from 21 to 24 per cent.
In five countries (Austria, Finland, France, Germany and
Norway) the percentage is closer to Japan’s. Finally, the
situation in Switzerland and the United Kingdom - with
roughly 18 per cent of workers with less than one year of
tenure - reflects the average across OECD countries.
These differences at the short end are mirrored at the
long end as well. Only about one in four workers in
Australia, the Netherlands and the United States has been
at hisker current firm for at least ten years. Such long inprogress spells are much more common in France,
Germany and Japan.
One useful synthetic indicator of the tenure distribution is median tenure, i.e. tenure held by half of the
workers. The unweighted average median for the countries in Table 4.1 is approximately 5.4 years. In about
two-thirds of the countries the median is less than this,
ranging from three to four years (Australia, Canada, the
Netherlands, the United Kingdom and the United States)
to roughly five years (Finland and Switzerland). France,
Germany, Japan, Norway and Spain have much higher
medians, ranging from 6.3 years in Spain to 8.2 years in
Japan.
A second synthetic indicator of this distribution is
average tenure. This measure is more affected by longlasting jobs. The unweighted OECD average is 8.7 years.
Five countries are below this (Australia, Canada, the
Netherlands, the United Kingdom and the United States)
and seven are above it (Finland, France, Germany, Japan,
Norway, Spain and Switzerland).

matemelles provides nearly free child care to almost all
children aged 3-6 and offers the additional options of
school lunches and child-care services after school and
during school holidays. A network of kindergartens and
nursery schools also exists in Germany, Japan and the
Netherlands, but children rarely attend these institutions
full-time [OECD (1990)l. Also in France, flexitime and
the possibilities of shortening the working day or week
and of taking days off if children become ill are provided
by law for parents who work in the public sector, and are
also very often included in private sector collective
agreements.

4. Change over time in average enterprise tenure
The observed distribution of tenure and the resulting
average reflect both the pattern of past survival rates and
rates of entry into employment. Each may be affected by
general economic conditions. For example, in countries
experiencing rapid employment growth, one might
observe a decrease in average tenure due to an increase in
participation rates and to more abundant vacancies leading to more voluntary turnover. Conversely, in bad times
average tenure may increase as firms reduce or stop hiring or lay off the last hired.4 Under these conditions,
experienced workers are also less inclined to change
enterprises, and voluntary turnover falls. Thus, tenure
figures may be affected by the economic cycle and some
of the differences among countries shown in Table 4.1
may be attributable to where countries are in the economic cycle.
Table 4.2 shows data on a rough approximation of
flows into new jobs - under one year of tenure - between
1979 and 1991 for ten OECD countries in comparison
with employment growth and average tenure. Several
patterns stand out [see also OECD (1986)l. Some countries, such as Japan and the United States, experience a
fairly constant proportion of jobs with a tenure of less
than one year despite significant changes in the growth
rate of employment. This means that the proportion of
gross hiring in the economy is little affected by the cycle.
However, these two countries are significantly different
in terms of short-tenure jobs. This would appear to be
prima facie evidence of much greater turnover in the
United States.
In contrast, in Australia, Canada, Finland, Germany,
the Netherlands and the United Kingdom, the proportion
of short-tenure jobs does reflect changes in the rate of
employment growth. Most of these countries experienced
declines in employment in the early 1990s. The proportion of employment in short-tenure jobs declined and
average tenure tended to rise.*
A third pattern, observed in Spain and to some extent
France, shows an increase in short-tenure employment
even with the economic downturn of the early 1990s.
For example, in 1992 the proportion of Spanish
workers with tenure under one year was 24 per cent, up

3. Tenure differences between men and women
Women’s current tenure is usually considerably
below that of men (Table 4.1). Their unweighted average
median is 4.1 years, while it is 6.4 years for men. The
unweighted average tenure for women and men across
these countries is 7.1 and 9.8 years, respectively. Importantly, countries where the tenure of men is relatively
high are usually also those where women’s tenure is
relatively high; this is particularly clear for Finland,
France, Germany, Spain and Norway. The exception is
Japan. At 9.6 years, France has the highest average tenure for women while the Netherlands, with 4.3 years, has
the 10west.~
The supply of full-time registered child-care services
is one crucial factor enabling women to remain at work.
Other factors are employers’ attitudes, collective agreements and legislation. These are particularly important in
France and might explain some of the differences in the
tenure of French women compared with other countries.
For instance, high-quality pre-primary education in the
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1985

1979

Australia"
Canada*
Finland
France
Germany
Japan
Netherlands
Spaina
United Kingdom
United States

Tenure
< 1 year

Employment
growth

%

%

22.3
26.2
17.0
10.6
-

-

29.3

1.2
4.1
2.6
0.2
2.3
2.0
1.6
-1.7
1.3
5.1b

Average
tenure
(years)

6.5
7.3
7.8
-

8.9
6.4

Tenure
< 1 year

Employment
growth

%

%

22.9
26.6e
18.4
13.Ie
8.5d
9.4
11.7
15.21
18.0'
28.9c

3.1
2.8'
0.5
0.4e
0.2d
1.1
1.7
3.11
-0.1e
0.8'

1989

Average
tenure
(years)

6.6
7.6e
8.4
10.7e
Il.ld
10.3
8.9
11.21
8.3e
6.7 =

Tenure
< 1 year

Employment
growth

%

%

27.9
21.3
22.2
18.2
9.4

4.4
2.0
0.9
1.6
1.6
3.1
1.8
4.1
1.7
2.7f

-

21.5
29.71

1991
Average
tenure
(years)

6.5
7.4
8.0
10.3
10.8
-

7.8
6.81

Tenure
< 1 year

Employment

Average

growth

%

%

tenure
(years)

21.4
23.5
11.9
15.7
12.88
9.88
24.08
23.Yh
18.6
28.8

-2 .o
-1.8
-5.4
0.3
3.38
3.48
2.08
-1.3 *
-2.7
-1.3

6.8
7.8
9.0
10.1
10.48
10.98
7.08
9.8*
7.9
6.7

Chart 4.1
Average tenure profiles by age and sex in the early 1990s
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a) The first age group is "less than 2 0 and the last is "60-64".
b) The first age group is "15-19".
Sources and notes: See Annex 4.A.

from 15 per cent in 1987. This seems largely linked to
institutional change. Institutional changes during the
mid-1980s (stemming from the 1984 Worker Status
Amendment) were designed to encourage new job creation (Employment Promotion Programme, EPP). Among
other things, these changes allowed firms to hire workers
under fixed-term contracts in more varied circumstances
and with few restrictions. The maximum duration of a
fixed-term contract plus renewals is three years; in practice, most are set at the six-month minimum. The data
suggest that the use of such contracts is important among
those aged 20-44 and is concentrated on the less
educated.6 Alba-Ramirez (1991) finds evidence of a link
between firms’ use of fixed-term contracts and the
increasing segmentation of the Spanish labour market.7
Firms may use temporary contracts to screen workers and
elicit greater effort from those who would like a permanent contract.

larly high in the early 1970s with the postwar baby boom
and the growth of women’s participation. Second,
employer-employee attachments seemed to have
increased. The study attributed this to a growing need for
functional labour flexibility created by trends in the structure of businesses, the adoption of new technologies, and
the general level of training and education. In
“exchange” for functional flexibility, perhaps reflecting
greater investment in skills, workers receive more
employment security. However, none of the available
quantitative indicators used pointed to a substantial
strengthening of internal labour markets. l o

5. Evolving average tenure profiles by age and sex
Analysis of change over time in average tenure shows
that factors other than employment growth may have an
influence. The demographic composition of the labour
force plays a role.” Young people and women typically
experience lower tenure. An economy where the median
age of the workforce is 30 is likely to have a very
different point-in-time average tenure than one where
half are over 40. The impact of such dissimilarities was
examined in depth in OECD (1984). Differences in the
demographic structure of employment were found to
have some effect, but not nearly enough to “explain”
differences in aggregate average tenure across countries.
Similar calculations are not shown here, as an examination of the statistics suggests little in the way of growing
divergence in the age or sex composition of the
workforce across countries that could affect their relative
tenure ranking. Instead, the focus here is on how average
tenure differs across age groups.
Chart 4.1 shows the breakdown for men and women
in Finland, France, Germany, Japan, Spain, the United
Kingdom and the United States. Several general observations can be made about the profiles of men. First, the
increase in tenure with age is significantly less in the
United States than in most other countries. In the United
States, average tenure tends to advance around two years
between five-year age groups, while in Japan it increases
roughly three years until about the age of 50. Second,
profiles in other countries, with the exception of the
United Kingdom, are considerably closer to Japan’s.
Third, Japan, Germany, France, Finland and Spain,
which have higher average tenure overall, also have the
steepest age-tenure profiles. Finally, average tenure drops
considerably after 55 years of age in Japan, while in other
countries it generally continues to increase. Japanese
workers tend to get new jobs after retirement, which
would account for the large fall in enterprise tenure
among older workers. This largely reflects the system of
mandatory retirement at enterprises - historically around
the age of 5 5 , although more recently there has been
considerable pressure to delay retirement to age 60. It is
interesting to note similar declines for men after the age
of 60 in France, Germany, the United Kingdom and the

In France, the proportion of workers with less than
one year of tenure increased slightly as employment
growth stagnated. While temporary contracts did not
increase nearly as fast as in Spain during the late 1980s,
the issue of precarious employment contracts is an
important feature of the debate on labour market policy
in France.8 Michon and Ramaux (1992) have analysed
the increases in both fixed-term contracts and employment through temporary employment agencies during the
1980s. They make a distinction between temporary
employment with and without a public subsidy. The latter
has been rising since 1984, although its growth did slow
down beginning in 1989. In contrast, the increase in
temporary employment with a public subsidy has not
ended with the slow-down. This is because such contracts are increasingly part of active labour market policies which have as one goal the reintegration of the
unemployed into employment. These contracts are particularly targeted on youth - one fixed-term contract in
three in 1987 - and the long-term unemployed of any
age. Consequently, the rise in the number of short-term
contracts tends to be increasingly connected to unemployment rather than to employment growth.
Several national studies have also examined movements in tenure over longer periods. From 1977 to 1991,
the average enterprise tenure of Canadian wage and salary earners (students with a job excluded) increased from
6.9 to 7.6 years [Belkhodja (1992)].9The principal factors responsible for this increase included the growing
attachment of women to the labour market, a decrease in
the number of young people in the population and a
reduction in the number of workers with short tenure
during the recessions of the early 1980s and 1990s.
In Finland, average tenure in the private sector
increased from 6.8 to 8.2 years between 1972 and 1988
[Santamaki-Vuori (1 990)]. Because labour turnover
among specific age-sex groups remained relatively
unchanged, the increase in aggregate average tenure was
attributed to two phenomena. First, there was a slowdown in new labour market entries. These were particu125

Chart 4.2
Changes in the average tenure profile of men by age
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Chart 4.3
Changes in the average tenure profile of women by age
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the relative importance of long-term worker-employer
attachments. Such differences can also be highlighted by
considering the probability of remaining at the same
enterprise for an additional number of years.
Broadly speaking, there are two different ways to
estimate the probabilities of remaining at the enterprise
with cross-section data: one method uses cross-section
observations from a single survey to compute “contemporaneous” retention rates (see the Box), and another
uses observations from two surveys to compute “historical” retention rates.

United States. This might be the result of early retirement
of longer-tenured workers in industries going through
restructuring.
As to differences in the profiles of men and women,
those of women - with the exception of France - are
much flatter than men’s, particularly after the age of 25.
In all countries, men have a much steeper profile for the
30-49 age group. This reflects both differences in survival probabilities - in this age group men on average
have had more opportunity to establish durable relations
with their employer - and historical differences in the
rate of entry into employment.
Examining these profiles over time can help in evaluating changes in the turnover behaviour of workers,
whether through leaving or lay-off. Charts 4.2 and 4.3
show profiles at two points in time for Canada, Finland,
France, Germany, Japan, the Netherlands, Spain, the
United Kingdom and the United States. While data were
often not available for the same phase of the cycle for
each country, several cross-country differences are particularly noteworthy.‘*
Consider the profiles for men. First, the only evidence
of an upward shift is in Japan (among workers aged 30
and over). This is consistent with the Dore et al. (1989)
analysis of the spreading of long-term employment relations, and with the continuing strong performance of the
manufacturing sector. The fact that average tenures were
relatively stable among younger workers partially reflects
new cohorts prolonging their education, coupled with a
modest increase in job-hopping. Second, the profiles
have been relatively stable in Canada and, though less so,
in Germany and Finland. Third, average tenure tended to
decline among French workers under the age of SO, while
in the United States the drop occurred among middleaged and older workers. Finally, in the Netherlands and
especially in Spain, average tenure in the early 1990s was
lower for almost all age groups compared with the
mid- 1980s.
Consider next the profiles for women. First, as with
men, only the profiles for Japanese women have clearly
increased for most age groups. Second, they declined in
both the Netherlands and Spain. Finally, the remaining
countries show mixtures of some change - sometimes
modestly downward, as among Finnish and French
women under the age of 40, and sometimes upward, as
among older Finnish women - and, especially in the
United Kingdom, no change.

ii) Historical retention rates in the lute 1980s

This chapter adopts the second approach. First, fiveyear historical retention rates are shown. These are calculated from two cross-section surveys - with a breakdown
by sex and five-year age groups - conducted five years
apart. The number of workers in an age-tenure category
in one survey is compared with the number in the later
survey in corresponding higher age and tenure categories.
The ratio of the latter to the former gives an estimate of
how many workers are still with the same firm after an
additional five years have passed (see Annex 4.A for the
approach used to compute them).13 The higher the retention rate, the greater the degree of employment security
or stability, and average labour turnover is lower.
Table 4.3 shows five-year historical retention rates for
workers in Finland, France, Germany, Japan, the
Netherlands and Spain.I4 The first column shows the percentage of workers with short tenures at the beginning of
the period. Reading down the other columns of Table 4.3
gives one estimate of an “age effect” on retention rates,
i.e. for any given tenure whether older workers are more
likely to stay with their firm than younger ones. Reading
across the rows gives one indication of a “tenure effect”,
i.e. whether workers of a given age who have been with
an enterprise longer are more likely than short-tenured
ones to remain with the same employer.
The first item to consider is the proportion of workers
with less than five years of tenure at the time of the initial
survey. From the first column in Table 4.3, the employment stability of workers in Japan compared with other
countries is again evident. Especially among men, the
proportion of workers just starting jobs declines much
more steeply than in most other countries (France comes
the closest to Japan). However, this is only true of Japanese men until they reach their mid-50s. Thereafter, a
considerably higher proportion of Japanese men start
new jobs than in other countries. For example, the proportion of workers in short-tenured jobs at the beginning
of the period among men aged 50-54 to 55-59 almost
doubles, while it is at least halved elsewhere. Again, this
reflects Japanese mandatory retirement practices. For
women, firm-based employment stability after the age of
35 is very often greater in the other countries than in
Japan. The differences are especially evident when com-

6. Additional perspectives on how long workers will

remain at the enterprise

i ) Introduction
Cross-country differences in how rapidly average tenure increases with age is prima facie evidence of differences in the extent of labour turnover and, therefore, in
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Eventual tenure estimated by contemporaneous retention rates
Hall (1982) used cross-section observations of current tenure from the January 1978 Current Population Survey of the
United States to estimate the likely additional time workers will spend in their current job. The probabilities were
calculated as the number of workers in one age-tenure group who move on to a higher age-tenure group; each was
expressed as a ratio of the total population of the age group. These estimates seemed to provide some facts about long-term
job attachments. First, a significant proportion of workers were in jobs expected to last a long time. Second, while the
expected completed tenure distributions of Blacks and Whites were similar, women were in jobs with shorter expected
completed tenure. This method was also used by Addison and Castro (1987) to show that the expected eventual tenure of
union workers was considerably above that of non-union ones.
The problems with contemporaneous retention rate calculations have recently been outlined by Ureta (1992). She
demonstrated that estimates based on snapshot observations - even with a cohort-size correction - can lead to biased
results because they reflect participation behaviour from the past to estimate the rates at which workers start new jobs.
Isolating computed retention rates from the rates at which workers start new jobs leads to results that differ considerably
from Hall’s. Ureta found that the likelihood of American workers being in jobs that will eventually last twenty years is
significantly less than Hall had estimated. Finally, her cross-section estimates suggested that the importance of long-term
employment in the United States declined during the early 1980s, especially for men.
Bellmann et al. (1992) have also estimated contemporaneous rates for men in five countries (Germany, 1984; the
Netherlands, 1985; Portugal, 1984; the United Kingdom, 1983; and the United States, 1979). Following Hall, they
calculated expected eventual tenure rates of twenty years and more. Significant differences were found in the extent of
long-term job attachments across countries. They appear to be more prevalent in Germany than in the other countries. The
United Kingdom showed the lowest proportion of workers with expected eventual tenure of twenty or more years.
Differences across countries are largest at the time of starting a job.

paring France with Japan. In France, roughly one
employed woman in five aged 35-39 is in a short-tenure
job, while this proportion is nearly one in two in Japan.

iii) Two contrasting countries: Japan and the
United States

The data in Table 4.3 suggest that tenure effects in
particular are very important. With few exceptions, the
probability of accumulating an additional five years of
tenure for any given age group rises with previous tenure.
However, the levels of these retention rates vary considerably. As an illustration, Chart 4.4.A shows the share of
workers aged 20-24 just starting jobs who will still have
those jobs in five years time. For men, this share ranges
from fully 68.5 per cent in Japan to only 28 per cent in
Finland and 3 1.1 per cent in Spain. In France, Germany
and the Netherlands, nearly half are likely to remain with
the same employer five more years. With the exception
of France, where the rates are rather close, women are
less likely than men to be with the same employer five
years later.
A final illustration is shown in Chart 4.4.B. This
shows the share of workers aged 40-44 with between five
and nine years of tenure at the initial survey period who
remained at least an additional five years. With the
exception of the Netherlands, older men with more years
of tenure are more likely to accumulate additional enterprise tenure compared with younger and less-tenured
workers. This is also true for women. In addition, differences in retention rates between men and women appear
considerably less compared with the differences among
young workers; indeed, in several countries those of
women are higher than those of men.

Because Japan and the United States seem to lie at
opposite ends of the tenure spectrum, retention rate calculations over a longer period are shown for those countries
(Tables 4.4 and 4.5). The information refers to slightly
different age groups and periods - ten years in Japan
(1979-1989) and eight years in the United States
(1983-1991).
A first key difference is that relative to Japan far
fewer workers in the United States get into long-tenure
jobs. The differences are particularly pronounced among
men approaching the age of 40. In Table 4.4, it can be
seen that almost 40 per cent of American men in the
37-40 age range had 0-4 years of tenure in 1983 and only
about one in three of them is estimated to last another
eight years with the firm. By contrast, only 17 per cent of
Japanese men aged 35-39 had under five years of tenure
in 1979, and almost half will go on with the firm for at
least another ten years (Table 4.5).
Second, almost regardless of age or initial tenure,
Japanese men are significantly more likely to be with the
same employer ten years later. For example, among
American men in their mid-twenties just starting work in
1983, fewer than 25 per cent were still employed with the
same firm eight years later. In contrast, over 50 per cent
of Japanese men in their mid-twenties were still with
their original employer ten years later.
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Table 4.3.

Per cent with
0-4 years
Of
at
year t

Age groups
(t to t + 5)

Tenure intervals
(t to t + 5)
0-4 to 5-9
(years)

5-9 to 10-14

(years)

10-14 to 15-19
(years)

Of

year t

Finland 1985-1990

Men
20-24 to 25-29
25-29 to 30-34
30-34 to 35-39
35-39 to 40-44
40-44 to 45-49
45-49 to 50-54
50-54 to 55-59
55-59 to 60-64
Women
20-24 to 25-29
25-29 to 30-34
30-34 to 35-39
35-39 to 40-44
40-44 to 45-49
45-49 to 50-54
50-54 to 55-59
55-59 to 60-64

Sources and notes:

0-4 to 5-9
(years)

5-9 to 10-14
(years)

10-14 to 15-19
(years)

France 1986-1991

28.0
35.0
38.0
40.0
42.0
42.0
37.0
28.0

51.0
59.0
61.0
60.0
61.0
60.0
50.0
31.0

67.0
73.0
73.0
73.0
69.0
54.0
32.0

85.4
53.8
32.2
21.7
18.6
14.8
12.5
9.8

42.7
53.8
48.7
55.6
51.0
59.6
42.0
25.3

41.9
70.1
84.2
71.4
69.1
59.2
66.9
15.4

48.7
76.7
86.0
85.5
76.1
70.1
20.4

94.0
68.1
50.1
41.0
33.2
27.0
21.3
16.6

22.0
30.0
35.0
40.0
43.0
43.0
36.0
26.0

41.0
51.0
54.0
58.0
61.0
60.0
49.0
30.0

-

62.0
70.0
72.0
72.0
70.0
55.0
29.0

88.0
49.8
30.1
27.2
22.8
21.3
16.9
11.3

43.4
50.8
60.3
56.9
60.8
62.8
51.3
46.4

34.6
72.8
78.5
80.8
64.4
67.4
68.6
48.4

40.3
78.7
98.2
71.8
68.6
64.3
30.8

I

Germany 1984-1989

Japan 1984-1989

74.5
50.0
38.1
27.5
15.5
10.5
12.2
6.6

45.9
39.2
38.5
62.0
43.1
51.2
64.5
33.3

44.0
61.1
56.3
45.9
51.7
46.3
51.7
23.8

54.8
73.2
61.8
72.5
64.4
36.7
25.8

86.7
50.7
22.1
16.5
13.5
13.3
14.8
28.5

68.5
71.6
65.3
68.8
69.6
65.7
64.9
36.1

79.1
81.9
79.0
75.4
78.2
77.2
67.2
37.0

90.3
89.0
84.9
80.2
78.1
63.7
29.1

81.0
52.8
42.8
38.4
37.5
31.5
25.8
7.9

37.4
31.5
32.6
40.3
52.6
49.3
35.5
37.5

29.5
46.3
46.3
62.5
73.8
64.4
83.3
20.0

-

44.4
61.4
67.6
40.4
52.5
45.8
13.3

89.0
46.7
41.5
45.3
41.7
32.2
25.0
24.1

31.4
35.4
59.4
68.8
70.2
65.6
52.7
37.1

31.0
43.5
65.4
71.9
78.4
72.0
56.9
37.4

62.5
81.1
77.1
78.3
71.7
49.7
29.0

Netherlands 1985-1990

Men
20-24 to 25-29
25-29 to 30-34
30-34 to 35-39
35-39 to 40-44
40-44 to 45-49
45-49 to 50-54
50-54 to 55-59
55-59 to 60-64
Women
20-24 to 25-29
25-29 to 30-34
30-34 to 35-39
35-39 to 40-44
40-44 to 45-49
45-49 to 50-54
50-54 to 55-59
55-59 to 60-64

at

90.7
67.5
46.6
33.6
26.6
21.0
16.5
12.8

I
Men
20-24 to 25-29
25-29 to 30-34
30-34 to 35-39
35-39 to 40-44
40-44 to 45-49
45-49 to 50-54
50-54 to 55-59
55-59 to 60-64
Women
20-24 to 25-29
25-29 to 30-34
30-34 to 35-39
35-39 to 40-44
40-44 to 45-49
45-49 to 50-54
50-54 to 55-59
55-59 to 60-64

Tenure intervals
(t to t + 5)

Per cent with
0-4 years

82.8
58.0
30.3
24.2
20.1
15.4
-

47.2
22.8
28.8
32.8
36.8
34.8
-

54.5
46.5
42.4
47.1
31.5
32.1
-

81.1
59.6
46.9
45.2
39.5
21.0

26.3
14.9
20.8
23.8
33.3
23. I

-

-

25 .O
21.6
17.9
43.3
46.9
45.5
-

-

-

-

-

Spain 1987-1992

50.0
48.2
52.8
50.0
30.3
-

81.9
58.8
38.3
26.6
22.2
18.7
14.9
11.8

31.1
48.3
54.5
56.2
51.3
45.4
48.6
35.5

49.1
71.8
89.5
91.0
91.7
92.4
84.3
66.8

74.1
85.3
85.8
86.7
87.1
67.6
48.5

25.0
33.3
30.0
62.5
15.8
-

83.3
56.5
37.1
36.2
32.6
27.9
21.8
15.0

25.4
45.8
52.4
57.6
48.7
52.9
53.6
56.2

46.4
77.0
83.4
94.6
70.4
99.3
65.6
66.4

69.1
79.8
101.3
99.4
78.2
73.1
71.4

-

See Annex 4.A.
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Table 4.4.

Eight-year historical retention rates of employees by age and tenure in 1983, United States
Private non-agricultural wage and salary employment

Age groups
1983 to 1991

Tenure intervals
1983 to 1991

Per cent in 1983 with
0-4 years tenure

Men
21-24 to
25-28 to
29-32 to
33-36 to
37-40 to
41-44 to
45-48 to

29-32
33-36
37-40
41-44
45-48
49-52
53-56

87.6
72.5
59.6
49.4
39.5
35.4
29.7

23.3
28.0
30.6
30.7
33.6
32.1
43.4

55.7
52.7
41.9
46.5
62.3
49.3

75.6
72.1
75.4
55.4
55.4

Women
21-24 to
25-28 to
29-32 to
33-36 to
37-40 to
41-44 to
45-48 to

29-32
33-36
37-40
41-44
45-48
49-52
53-56

89.8
75.6
69.3
62.0
58.3
51.7
47.3

15.9
22.5
22.9
28.7
32.0
36.4
33.7

47.1
46.2
46.7
48.7
42.7
33.8

66.7
62.5
66.7
52.6
67.7

-

-

-

-

61.5
84.6
77.3
69.8

63.4
74.0
67.8

-

-

-

-

63.6
75.2
53.7

-

-

See Annex 4.A.

Sources and notes:

Table 4.5. Ten-year historical retention rates of employees by age and tenure in 1979, Japan
Private non-agricultural wage and salary employment

Age groups
1979 to 1989

Per cent in 1979 with
under 5 years tenure

Men
20-24 to 30-34
25-29 to 35-39
30-34 to 40-44
35-39 to 45-49
40-44 to 50-54
45-49 to 55-59

79.3
43.3
22.9
17.2
15.8
12.0

53.7
52.5
46.4
49.6
50.1
40.0

73.3
74.8
70.6
64.6
61.6
48.0

85.5
87.7
80.8
69.3
51.8

89.4
89.5
77.8
55.8

Women
20-24 to 30-34
25-29 to 35-39
30-34 to 40-44
35-39 to 45-49
40-44 to 50-54
45-49 to 55-59

84.9
47.3
46.3
48.5
43.0
34.2

11.6
23.4
41.2
54.4
51.7
36.8

19.2
37.2
51.8
58.5
54.3
34.2

46.0
71.0
64.8
62.5
37.0

80.7
92.4
63.9
34.9

Sources and notes: See Annex 4.A.
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Chart 4.4

Differences between women are not as pronounced.
In fact, Japanese women in their mid-twenties are even
slightly less likely to remain with the same employer
than American women, a result which partly reflects the
still prevalent pattern of labour force participation among
young Japanese women, which is only slowly changing.
However, especially among prime-age groups, employed
Japanese women do not experience as high a degree of
labour turnover as their Aierican counterparts.

A. Share of workers 20-24 years old with
less than five years of tenure who will keep
their job at least five more years

7. Conclusion

Finland

France

Germany

Japan

The tenure-turnover situation of a country can be
synthesised by two indicators: short-term turnover
approximated by the proportion of workers with less than
one year of tenure; and long-term stability approximated
by average tenure. From Chart 4.5, it is possible to consider three questions. Where do countries currently lie on
the turnover/stability spectrum? Did their position
change over the 1980s? Do the patterns differ much
between men and women?
In 1991, the four countries with more short-term turnover and less long-term stability than average are the
United States, the- Netherlands,- Canada a n d Australia
(quadrant 11). The five countries that have much lower
turnover and greater stability than average are Japan,
Germany, Finland, France and Noway (quadrant 111).
Switzerland and the United Kingdom &e about average
among OECD countries. Spain is the only country
located in quadrant I, characterised by more short-term
turnover and more long-term stability than the average.
The position of most countries as illustrated here did
not change much between the mid-1980s and early
1990s. The same positive sloped line can be drawn,
showing that more short-term turnover tends to go with,
on average, fewer long-term employee-employer attachments. Furthermore, analysis of change over time in
average tenure and in tenure profiles by age and sex
confirm that in the United States, Canada and Australia,
relatively high average turnover and relatively low stability are not recent phenomena. This relatively unchanged
position is also true for countries with low turnover and
high stability: Japan, Germany and France. The countries
where one observes a significant change are Finland,
where there has been a shift towards less turnover and
more stability, and Spain and the Netherlands, where the
change has been towards more turnover and less stability.
The case of Finland can be explained by deteriorating
economic conditions, less hiring, and a large increase in
lay-offs during the recession of the early 1990s. In the
Netherlands and Spain, the change towards more shortterm turnover seems driven by the economic upswing
over the last half of the 1980s and by new employment
practices introduced on a large scale by employers in
favour of temporary employment contracts.
The contrast in the average situation of men and
women on the turnover spectrum is pronounced, with the

Netherlands Spain

B. Share of workers 40-44 years old
with five to less than ten years of tenure
who will keep their job at leastfive more years
%

%
100

80

60

40

20

n
Finland

France

Germany

Japan

Netherlands Spain

Source: See Table 4.3

Third, there is a tenure effect in both countries.
Regardless of age, workers with longer tenure are more
likely than those with short tenure to remain at the same
firm. As noted, however, Japanese workers' retention
rates are almost invariably higher.
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Chart 4.5
Short-term turnovera and long-term stabilityb
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a) Short-term turnover is approximated by the proportion of
workers with tenure less than one year.
b) Long-term stability is approximated by average tenure.
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Sources: See Tables 4.1 and 4.2.

exceptions of France, Norway and Finland. Women have
more short-term turnover than men. On average across
these countries, 22 per cent of employed women have
been with their current employer for less than one year,
compared with 16 per cent of employed males. Women’s
average tenure is 7.1 years, that of men 9.8. In general,
countries with relatively high male tenure also exhibit
relatively high female tenure. However, this is not always
the case. Japanese men seem to have the lowest average
turnover, while the figure for Japanese women seems to
fall at roughly the average across all the countries
analysed. Differences between men and women are also
evident in comparing age-tenure profiles and historical
retention rates.

be important as well [Freeman (1992); Osawa (1989)l. It
is also possible that there are exogenous differences in
the preferences of workers concerning job change or in
the costs of changing jobs across countries. Government
employment protection policy may also play a role.
Finally, cross-country differences may reflect dissimilarities in the governance, goals and structure of businesses,
and hence also in the structure of labour markets and
institutions. The typical firm in one country nurtures loyalty, effort and skill development in return for employment stability, while the typical firm in another may
operate more on hiring and firing practices. Broadly, the
“demand” for and the “supply” of low turnover may be
rather different. To complicate matters, these possibilities
are probably not independent of each other and vary a
great deal even within countries.

C. TENURE, TURNOVER, TRAINING AND
THE FUNCTIONING OF THE LABOUR MARIET

2. Job-shopping, tenure and turnover

1. Introduction

One theoretical perspective on tenure and turnover is
the model of the job-matching or sorting process. At the
point of hiring, neither the business nor the individual
can be sure how things will work out; both are testing the
waters. As time goes by, one or both parties may become
dissatisfied and dismissals or quits follow. In this framework, turnover per se is not necessarily costly, especially
early on in the employment; it is simply a process of
selecting the most productive workers or best matches.
Since every “mismatch” the firm encounters means
repeated searching and hiring costs, employers may make
greater efforts to screen job applicants. In the United
States especially, this view has often been used to explain
the turnover behaviour of youth [Osterman (1987)l. What
drives this model is not the acquisition of firm-specific
and costly skills, but rather the job match.
This perspective can be applied to the information on
retention rates in Tables 4.3 to 4.5. Among young male
workers, for example, there are large differences: rates
are much higher in Japan, France, the Netherlands, and
Germany, than in Finland or the United States. Longitudinal research in the United States has also highlighted
the extent of job-hopping among American youth. Tope1
and Ward (1988) found that over half of male entrants to
the labour market had held six or more jobs during their
first ten years of labour market experience. Indeed,
Buechtemann et al. (1990) seem to suggest that one
major difference between the United States and Europe
may lie in voluntary job-shopping patterns.
However, focusing primarily on workers’ observed
behaviour can be misleading simply because there are
two parties to the employment relationship. To take a
simple example, if Japanese firms demand lower turnover than American firms, but the workers in each country are equally willing to supply it, the return to tenure
might be expected to be greater in Japan. If, however,
firms in both countries demand low turnover but American workers are less willing to supply it than Japanese

Given all the differences the data reveal - in historical retention rates, in the steepness of age-tenure profiles
and in how those profiles have changed over time - it
seems useful to try to probe beyond the demographicbased approach of the previous section in order to arrive
at possible explanations. Such probing would also be of
use to current policy debates on employment security.
For example, issues of skills and their development in a
number of countries are sometimes placed in the context
of whether high turnover is a hindrance, where the source
of high turnover stems from, and what might be done
about it. Moreover, tenure and employment stability are,
at least indirectly, part of the debate on the effects of
legal regimes of employment protection.
Shedding light on why tenures differ to such an
extent across countries is not easy. First, time series data
that might allow a better separation of possible cyclical
factors are generally not available, particularly in Europe.
Second, data on factors thought to affect tenure and turnover in a variety of labour economic models - hiring and
screening costs, training investments, wage differentials,
availability of outside job opportunities and the like - are
scarce. This section therefore relies on the data such as
they are to at least try to gauge the plausibility of certain
hypotheses.
Over and above the largely demographic focus of
Section B, countries may differ in the structure of their
employment by size of firm, by industry, and by the
composition of the workforce in terms of initial level of
education. All might have some impact on observed tenures. Countries can also differ in the pace of industrial
change, and the growth and decline of industries or firms.
How this affects tenure can depend on whether businesses in one country are more likely to try to diversify
into new areas and retrain their existing workforce, and
the amount of new hiring. The extent of unionisation can
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more than job-matching abilities of heterogeneous workers are involved. For example, almost four in ten American workers aged roughly 40 had less than five years of
tenure in 1983, and only an estimated one-third of them
will last at least another eight years with the firm - a
much higher and lower proportion, respectively, than
most other countries (Finland, at about 33 per cent, is
closest on tenure, while the Netherlands, with a five year
retention rate of about 33 per cent for males aged 35-39
nearly matches the United States). Youth job-hopping is
one thing, but is the suggestion that such a high proportion of middle-aged men may still be looking for their
“niche” in the labour market convincing from a comparative perspective?
Job-matching efficiency is sometimes considered
likely to vary in line with the different characteristics of
workers and of firms. Concerning workers, it has recently
been argued that American workers with more years of
schooling are better at finding their most suited employment; therefore, on average, they will have higher tenure
and lower turnover [Mincer (1991)l. Also, it is true that
Americans with higher education are much more likely to
receive enterprise-based training than are lesser-educated
workers [OECD (1991)). Distinguishing these two potential influences on tenure is not easy. It is, nonetheless, a
useful comparative exercise to examine tenure patterns
by educational attainment. Relevant data were available
for France, Japan and the United States.
Among persons of the same age, tenure is influenced
by the age at which one leaves the education system. A
university graduate will generally enter the labour force
“permanently” later than an individual who terminated
school after twelve years. To account for this, a measure
of “potential labour market experience” has been constructed. It is assumed that in France and Japan, the age
at which a person completes a high school degree is 18
and a university degree is 22. Thus, a 22-year-old high
school graduate has four years of experience. For a university graduate, the corresponding age is 26. For the
United States, potential experience has been calculated,
as in the traditional human capital framework, as age
minus years of school completed minus the six years
before compulsory schooling.

workers, the return to tenure should be greater for American workers. Empirically, tenure-wage profiles are
steeper in Japan [Hashimoto and Raisian (1985)l. If this
example is considered in isolation from all other factors
which could affect tenure and wages, the implication
would seem to be that fundamental differences in firm
behaviour are as much a part of the explanation as
worker preferences.
Taken at face value, the data on retention rates suggest that young men in the United States and Finland
have greater difficulty at finding stable job-matches but
the reasons for this are not evident. Firms, for example,
could reduce such turnover if they put the appropriate
effort into screening, recruitment practices and wage
incentives. There is, however, very little comparative
information on hiring costs, though Blinder and Krueger
(1991) claim that their interviews with Japanese and
American firms suggested little difference in these costs.
Higuchi (1987), from a small sample of companies, did
find that new Japanese transplants in the United States
spent considerably more per new hire than did Americanowned businesses, but that could be more a reflection of
the considerable start-up costs for new plants than of real
long-term differences in recruitment practices.
However, Japanese companies do have a strong preference for recruiting new hires directly from the school
system rather than luring workers from other firms, and
many have long-established ties with particular schools
[Sabouret (1989); Dore et al. (1989); Dore (1992)l. Such
ties may be where the real initial screening occurs.
Screening and job-matching are then continued in the
firm through job rotation and long-term evaluations of
employees [Aoki (1988)l. The German dual system of
apprenticeship is another method of long-term screening;
apprentices who are not kept on after receiving their
certificate do have that certificate as a signal to another
employer of the skills possessed. Both methods are quite
different from the dominant selection process in the
United States. One study of 450 businesses, broadly representative of the American industrial structure, found
that only 4 per cent even reviewed high school transcripts, and about three-fourths of them did not have a
preference for high school graduates over non-graduates,
apparently because they believed that a diploma was not
particularly necessary for the jobs they had to offer
[Commission on the Skills of the American Workforce
(1990)l. An historical perspective on employer behaviour
is useful here. In contrast to the long-standing German
apprenticeship system, by the mid- 1930s formal contracts
in the non-union sector for craft apprenticeships were
largely non-existent in the United States. Jacoby (1991)
suggests that their decline stemmed from firms not wanting contract law - which requires both sides to perform
their obligations - to be applied to training because it
limited their ability to discipline and fire at will.
Finally, again looking at Tables 4.3 to 4.5, crosscountry differences in the proportion of middle-aged men
with less than five years of tenure suggest that rather

Several important points can be drawn from the data
in Table 4.6. First, the level of initial educational attainment bears a relationship to tenure - less educated workers have accumulated less time at the enterprise than
those more educated at all levels of labour market experience in all three countries. Moreover, given labour market experience, the relative differences - i.e. the tenure of
less educated workers divided by the tenure of those
more educated - is similar across countries. Second,
however, there are large differences between countries.
Japanese and French workers have, at most experience
and educational attainment levels, considerably higher
average tenures compared with their American counterparts. Indeed, the profiles of French and Japanese high
school graduates tend to be steeper than even the profiles
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of American workers with at least four years of university. Finally, with few exceptions, the average tenure of
Japanese workers has tended to rise for both those with
high school and those with university education. With the
exception of American women, this is not generally the
case for the other two countries. Indeed, the profiles of
high school-educated American men as well as high
school graduates of both sexes in France were lower in
the early 1990s compared with the 1980s.
Do these considerable dissimilarities imply that, on
average, Japanese and French workers have been better
able to find their match, or at least find it more quickly
than American workers? Nothing can be inferred directly
from the data. The strong bias among Japanese firms to
have ties with schools for recruiting was mentioned earlier. That, however, is a firm behaviour explanation, not a
worker behaviour one. In the United States context,
Bishop (1990) found little evidence for key assumptions
of job-matching explanations of turnover behaviour. In
particular, when he accounted for the fact that the
observed likelihood of leaving (or being discharged by)
the employer was negatively related to supervisor's productivity ratings, this explained only a minor part of the
rise in the ratings of new hires as they acquired skills.
This suggests that business decisions on investment in
training and skills may be more important than the sorting process.

Table 4.6. Average tenure profiles by level of initial
education and potential labour force experience
Years
Potential experience
(years)

High school

France"

1986

1991

Total
0-6
7-1 1
12-16
17-21
22-26
27-31
32-36
37-41

2.2
4.9
8.4
11.7
15.6
16.9
19.0
20.0

Japan *

I
I

University

1986

1991

1.6
3.9
7.4
10.2
14.4
17.6
19.8
18.8

2.8
5.5
9.2
13.1
17.7
19.0
20.7
20.7

2.3
4.7
8.0
12.5
16.1
19.3
20.8
21.0

1979

1990

1985

1990

Men
0-6
7-11
12-16
17-21
22-26
27-31
32-36
37-41

2.8
6.7
9.4
13.0
15.1
16.7
17.9
13.1

2.6
6.2
9.5
13.3
16.3
19.9
21.0
18.3

3.2
7.9
11.9
16.3
20.1
22.3
18.1
12.2

3.2
7.8
11.5
15.8
20.3
23.8
21.7
12.2

Women
0-6
7-1 1
12-16
17-21
22-26
27-31
32-36
37-41

2.5
5.5
6.5
7.0
7.6
9.5
11.6
12.0

2.6
5.9
7.8
8.9
9.5
10.9
12.5
14.0

2.5
6.8
9.2
11.8
13.8
16.9
17.8
17.8

2.5
6.4
9.0
11.7
13.6
17.8
18.6
18.9

United States

1983

1991

1983

1991

Men
0-5
6-10
11-15
16-20
21-25
26-30
31-35
36+

1.7
3.5
5.4
7.9
10.4
13.3
15.7
17.1

1.6
3.2
5.4
7.3
9.9
12.8
14.2
15.1

2.2
4.0
6.1
8.0
11.2
13.6
15.5
17.2

2.2
4.0
6.2
8.8
10.9
14.6
15.9
15.6

Women
0-5
6-10
11-15
16-20
2 1-25
26-30
31-35
36+

1.7
3.2
4.2
5.4
6.2
7.4
9.5
12.1

1.4
3.0
4.6
6.0
6.8
8.2
9.2
11.5

2.1
4.0
5.7
6.3
8.0
9.4
12.1
14.2

2.0
3.9
5.8
7.8
8.9
10.1
13.1
14.5

3. Enterprise formal training, human capital
and tenure
Another theoretical perspective is that differences in
tenure may reflect investments by firms and their workers
in human capital or skills which create turnover costs.
The connection between the two seems direct. Investments in worker training are not entirely parallel with
investments in equipment. While businesses usually own
and control the machines they purchase, they do not own
their employees or the skills embodied in them. Firms
that do not or cannot provide stable employment, or
believe that workers are unlikely to stay with them, will
be more reluctant to invest. Conversely, workers may
show less commitment to employers who organise work
around little investment in skills. Turnover can have
three important effects. It certainly reduces the stock of
specific skills in the economy; fear of it can affect the
decision to invest in the first place; and it can disrupt the
production process enough to affect the continuity
needed for effective teaching and learning [Bishop
(1991)l. Cross-country dissimilarities in training opportunities may, therefore, be mirrored in differences in
enterprise tenure.
Some empirical research has focused on comparisons
of the United States and Japan. Mincer and Higuchi
(1988) and Hashimoto and Raisian (1985) have interpreted observed steeper wage-tenure profiles in Japan as
evidence of greater investments in human capital.
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from the United States National Longitudinal Survey of
Youth Cohort.
Japanese enterprises said that roughly two-thirds of
their new hires in 1984 with less than a college education
had received some formal training, which occurs largely
within the firm, during their first year. In a 1989 survey,
about 32 per cent of the workers at the firm, not controlling for age of entry, said they went through a formal
training programme within their first year. The 1989
labour force survey shows the importance of the dual
system of training in Germany. About 70 per cent of
employed German teenagers were in the system, and
among them about 90 per cent will ultimately receive an
occupational certificate. Although the statistic does not
control for educational attainment, about 24 per cent of
French workers aged 20-29 in 1980 had received firmsponsored training (excluding apprentices) at least once
between 1980 and 1985. In sharp contrast, very few
American youths had been in jobs where formal training
(including apprenticeships) had been pr0~ided.l~
In this
context, it is useful to recall the differences in age-tenure
profiles across these countries as well as the differences
in the profiles by level of initial education.
Further examination of the American data by Lynch
( 1991) suggested that young workers who did receive
training were less likely to leave their employer. Another
important finding of the study was that most of the little
firm-based training that did occur took place after the first
year with the employer. This implies that American firms
tend to wait to assess the “quality” of the job-match
before engaging in skill investments. They are also evidently more selective about whom they give formal training. One key question is why a typical American firm
would have such a different reaction from that of, say, a
typical Japanese firm. According to a survey of American
metalwork firms in Wisconsin, managers are reluctant to
invest in training because they fear that the trained workers will be lured away by competitor firms before they
have recouped their investment costs [Jobs for the Future
(1991)l. Even when they recognised the potential benefits
of skills, management adapted to their immediate environment, one with a lack of skilled labour. The result has
been continued high turnover and continued reluctance to
train. Japanese business strategy seems to assume that
training workers immediately is best practice; steep wage
profiles can also make it costly for workers to leave.16
Soskice (1990~)has also argued that there must be
implicit agreement among Japanese firms not to lure
away trained workers, especially since some of the skills
must be of a quite general nature; the strength of industrial groups (e.g. the Keiretsu) with enterprises holding
long-term stock in one another can also facilitate a
longer-term perspective on investment in workers [Kester
( 1992)l.
The turnover-training relation for German apprentices is not so clear-cut, however. While firms that take
on apprentices do appear to pay for a considerable portion of the training cost [Noll et al. (1983)], some costs

Neither, however, directly examined the available statistics on training. Similarly, case studies of German, British, and French firms have suggested that, partly due to
the wider availability of intermediate craft qualifications,
German firms tend to organise work more broadly and to
be more productive [Prais (1990)l.
An attempt is made here to add to these analyses by
focusing on existing statistics on training in relation to
tenure and turnover. As pointed out in the 1991 Employment Outlook, training statistics are quite difficult to use
comparatively. There are differences in definitions, data
sources and coverage. In addition, aside from case studies, the available data usually contain nothing on the
content of training. Despite these difficulties, it still
seems useful to examine further the plausibility of the
hypothesis that training provisions differ greatly across
countries and in a manner that may account for some of
the differences in job tenure.
For practical reasons, the focus is on formal company
training. Highly informal on-the-job training is extremely
difficult to measure and also tends to involve gaining
experience in already existing technology. It has been
argued that broad formal training programmes are a reasonable indicator of how seriously firms take investments
in worker skills and in preparing workers to take on
changes in production techniques [Kochan and Osterman
(1990)l.
Because of the longer potential pay-off period, training investments in younger workers should be particularly important. Table 4.7 shows one figure on apprentices in the German dual system, two figures on Japanese
workers who have not gone to college (one representing
the response of employers, the other that of workers), one
figure on employer-initiated training for French workers,
and two figures on firm training of at least four weeks

Table 4.7.

Share of young new recruits who received any
formal training from their employer
Percentages

France
20-29 year-olds in 1980 with training between
1980 and 1985

23.6

Germany
Dual system apprentices, 1989

71.5

Japan
New hires from high school, 1984
First year at firm,worker recall responses, 1989

67.1
32.3

United States, 1980s
First job after leaving school
Training at any job within 7 years after leaving
school
Sources and notes:

4.8
10.2

See Annex 4.A.
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Table 4.8. Incidence of formal enterprise training by tenure with current employer
Percentages of employment
Australia
Tenure intervals

0
2
3
4
5
0
6
10
15
20

to 1 year
years
years
years
years
to 5 years
to 9 years
to 14 years
to 19 years
years and over

Finland

Japan

Netherlands

Norway

united states

1989"
1989
1991'
1990
1989
1991
In-house training courses Formal company training Formal company training Formal company training Formal company paid for Formal company training
during previous
courses during previous
since
courses during previous training during previous
since
Ye=
Year
joining the firm
two years
year
joining the firm

27.4
35.5
36.7
37.8
32.8
40.2
39.4
36.4

24.3
38.6
43.6
46.6
49.9
49.3
53.0
51.4

79.3
-

76.2
74.1
75.2
-

19.1
24.1
28.6
20.7
21.0
22.1
29.0
29.5
29.7
23.3

21.3
33.2

32.1
37.8
33.7
37.0
28.6

a ) Tenure categories are less than 1 year, 1 to less than 2 years, 2 to less than 3 years, 3 to less than 5 years, 5 to less than 10 years, 10 to less than 20 years, and 20 years and over.
b ) Tenure categories are less than 1 year, 1 year, 2 years, 3 to 4 years, 5 to less than 10 years, 10 to less than 15 years, 15 to less than 20 years, and 20 years and over.
c ) Tenure categories are less than 1 year, 1 to less than 3 years, 3 to less than 10 years, and 10 years and over.

dj The two first tenure categories refer to less than 9 months, and from 9 months to less than 5 years.
Sources and notes: See Annex 4.A.

8.4
14.8
15.8
16.5
18.1
12.5
22.4
23.4
24.8
26.2

are also shared by the regional Chambers of Commerce
and Industry, and of Artisans, and by apprentices who are
given a low living allowance negotiated annually by
unions and employer organisations. Because the initial
training for apprentices tends to emphasize broad and
transferable skills, the system requires considerable
cross-firm co-operation and monitoring to function properly [Marsden (1990); Streeck (1992)J; poaching or freeriding can be real problems. A firm may simply wait for
others to train in hopes of buying-in already skilled
workers. German Chambers function partly as monitors
against free-riders and on firms that try to train in very
narrow and immediately useful skills. Departure from the
firm after initial occupational training in Germany may
not, therefore, be the problem posed by turnover in a
labour market with very little in the way of recognised
certificates. In addition, relatively narrow pay differentials between German companies in similar industries to
the extent they are able to be enforced may constrain
firms in what they can offer to bring in trained workers
from other firms.

ties in organisational and human resource development
practices [Koike (1988)J.
4. Industry and enterprise size as factors in tenure
and training
i) Average tenure across industries
One factor which helps explain differences in overall
average tenure is that countries may differ in the industrial distribution of employment, and labour turnover differs greatly between an industry with low wages and
less-skilled jobs and one with high wages and a structure
of more highly skilled jobs. While data are limited to
France, Japan and the United States, Chart 4.6 shows
average firm tenure across sixteen industries. While the
data do not “control” for other factors such as age or
sex, it is still clear that, with very few exceptions, tenures
are higher in Japan, followed by France. The sectoral
tenure patterns are, however, quite similar; service industries have low average tenures compared with manufacturing ones. These patterns, though the levels are quite
different, are similar to the ones that emerge from
Leonard’s and Schettkat’s (1991) analysis of job stability
in Germany and the United States. Their study found,
after “controlling” for industry, that jobs were considerably more stable in Germany, but that patterns of job
stability were similar across industries.

Table 4.8 takes a different look at formal training and
tenure data for six countries. It shows the reported incidence of formal training (although there are differences
in definitions and reference periods across countries) by
current tenure. The United States and Japanese figures
refer to formal training received at any time since joining
the enterprise. The relationship is difficult to interpret
because it is partly a measurement artefact -high tenured
workers have had more time to be trained - and may
contain elements of simultaneity. If firms exercise caution in selecting whom they train, those chosen will be
those thought most likely to remain. However, trained
workers are also more likely to remain. Data for the other
countries are based on a one to two year reference period.

ii) Tenure, training and firm size
It is usually true that enterprise tenure is longer in
larger firms. Exit rates tend to decrease with size, partially because jobs are more valuable, promotion opportunities are greater and large organisations are less subject to mortality. This also suggests that the extent of
training may differ between small and large firms. Moreover, all of these factors may differ considerably across
countries.
Table 4.9 shows average tenure profiles by age and
by size of establishment in Japan and the United States.
Tenure is lower in smaller firms than in larger ones in
both countries. However, given firm size, men and
women have longer tenure in Japan than in the United
States. Comparing the two years reveals important information. First, in Japan average tenure in small firms
increased for both men and women of all ages except
those under 25 where it remained unchanged. In large
firms, the profile increased as well, but only among
workers aged 35 and over. In general, therefore, workerfirm attachments have tended to become stronger. Second, in contrast to Japan, the average tenure of American
men in most age groups declined somewhat in both small
and large establishments. On average, turnover increased.
The tenure profiles of American women, on the other
hand, show no obvious tendency in these data.
Continuing this two-country comparison, Table 4.10
shows information on training and tenure across estah-

If those with under one year of tenure alone are
considered, it is again clear that there are large differences in the incidence of training. American workers are
considerably less likely to report having received any
kind of formal training. Japanese workers report by far
the highest incidence and it differs little by tenure. In the
other countries, the incidence of training tends to increase
with tenure. The strength of this relation seems more
pronounced in the United States. Part of the reason for
this may be early turnover and the seemingly greater
hesitation of the typical American firm to train until some
perceived threshold of stability is reached. Such hesitation can, as Lynch’s (1991) results indicate, be “validated” by the turnover occurring. However, it is unlikely
that turnover is the sole reason, and it is difficult to
match this explanation with all the other countries. For
example, the five-year historical retention rate shown in
Table 4.3 for young Finnish workers is well below that of
young Dutch workers, but - taken at face value - the
incidence of training for workers with less than one year
of tenure is little different. The relation between the two
may simply be a manifestation of more basic dissimilari139

Chart 4.6
Average tenure by selected industries
France, Japan and the United Statesa
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Industries

1 Food

7 Electrical equipment

2 Ferrous metals

8 Transport equipment

14 Construction

3 Glass

9 Textiles and apparel

15 Wholesale trade

10 Leather

4 Chemicals
5 Steel

11 Furniture

6 Machinery

12 Paper

I

France

13 Printing and publishing

16 Retail trade

nJapan

a) Data refer to 1991 for France and the United States,
and 1989 for Japan.
Source: See Annex 4.A.
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United States

1

Table 4.9. Average tenure profiles by age and
establishment size

the past tended to design jobs around narrow tasks requiring little training in the first place.

Private non-agricultural wage and salary employment, years
Small firm

Large firm

Small firm

1989

1919

Age groups
Men
20-24
25-34
35-44
45-54
55-64
Women
20-24
25-34
35-44
45-54
55-64

iii) Turnover and training across American and
Japanese industries

Large firm

2.5
5.8
10.2
11.7
10.3

3.8
9.0
16.3
23.2
18.7

2.5
5.9
10.6
14.5
13.2

2.8
8.2
18.2
25.3
25.3

2.4
4.6
6.4
8.4
10.1

3.4
7.2
8.7
12.9
12.6

2.4
5.1
7.6
10.3
12.3

2.9
7.5
11.7
14.9
17.2

I

1979

What is the relationship between labour turnover and
training across industries, and does it differ across countries? Since industries can differ in many respects - firm
size and structure, job structures and technology - a
relationship between turnover and training might be
expected to hold across industries within a country and,
assuming the industries really are the same, across
countries.
Table 4.1 1 shows the limited data available for Japan
and the United States. An annual job-leavingday-off rate
has been calculated for both countries although for only
nine industry categories. The job-leaving rate is calculated on the strong assumption of a steady state [Ureta
(1992)l. The table also shows formal company training
incidence since joining the firm for both countries, training incidence in the first year at the firm for Japan, and
the incidence for workers with less than one year of
tenure for the United States.
Japanese turnover as measured here is consistently
lower, although in the financial sector the two countries
look very similar. Generally, high-turnover industries are
similar in each country (the simple correlation is 0.586).
Training propensities across all industries are considerably higher in Japan than in America, whether the reference is to training received at any time during tenure or
to that received within the first year of entering the firm.
Measured training incidence in Japan is considerably
less dispersed than in the United States, and the question
arises whether the case of Japan has also something to do
with a culture of training that may sometimes function
independently of productivity or other possible measures
of performance. The relatively high incidence of training
in the wholesaleh-etail trade sector is noteworthy, as is
the fact that there is no correlation between these measures of training and turnover. In contrast, although it
should be borne in mind that the data cover only nine
industry aggregates, higher-turnover industries in the
United States tend to offer less training (the simple correlation is -0.567 for training since joining the firm and
-0.302 for workers with less than one year of tenure).
Interestingly, industries offering a higher incidence of
training tend to be the same in both c~untries.'~

1991

United States",

Age groups
Men
20-24
25-34
35-44
45-54
55-64
Women
20-24
25-34
35-44
45-54
55-64

I
3.5
6.4
10.5
12.0

5.1
10.8
17.7
21.1

4.0
6.1
8.4
11.3

4.8
9.8
16.7
20.2

1.4
2.2
4.8
6.1
9.9

1.8
4.6
7.4
12.1
14.8

1.7
3.1
4.5
6.9
8.6

1.8
4.3
8.1
10.3
12.3

a ) For Japan, a small firm is one with 10 to 99 employees, while a large firm is
one with 1 000 or more employees. For the United States, a small firm is one
with fewer than 100 employees, while a laige firm is one with 1 OOO or more

employees.
b) Data for both 1979 and 1989 are weighted averages of tenure by 5-year age
groups.
c ) Data for 1979 are unweighted averages of tenure by 5-year age groups.
Sources and notes: See Annex 4.A.

lishments of different sizes. Both are considerably higher
in Japan. This is interesting because the proportion of
new hires - approximated by those with less than one
year of tenure - is rather higher in the United States and
it is for new hires that training investments might be
expected to be especially important. These data, however, do not control for the age or previous experience of
those with less than one year of tenure. If, as seems likely
given the differences in tenure patterns, American firms
do a substantial amount of recruiting at many levels in
the external market, then many of their recruits may
already be experienced in the type of skills desired.
Shimada and MacDuffie (1987), in a comparison of auto
companies, argue, however, that American ones have in

iv) Tenure and training across industries in France
and the United Statesla
France and the United States are now considered in
more detail. The case of France is an important one, not
only because average tenure is rather long but also
because since 1971 firms with at least ten permanent
employees have been subject to a training levy in an
effort to stimulate more skill de~elopment.'~
This legal
obligation has led to the creation of a network of bodies
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Table 4.10. Incidence of formal enterprise training and tenure by establishment size
25-99 employees

100-499 employees

500-999 employees

1 000+ employees

Establishment size

Japan 1YSY“

Per cent of employees who received
formal company training
Average tenure (years)
Per cent of employees with less
than one-year tenure

75.5

59.5

83.6

89.5

8.9

(10.2)

13.7

11.2

(8.4)

5.1

United States 1991

Per cent of employees who received
formal company training
(Any kind of training)
Average tenure (years)
Per cent of employees with less
than one-year tenure

10.6
(34.5)

13.2
(41.9)

18.4
(47.7)

26.2
(52.2)

5.4

6.8

7.0

8.4

23.2

18.4

16.4

15.5

u ) Enterprise size for training refers to 30-99, 100-499, 500-999 and 1 000+ regular employees. Enterprise size for tenure refers to 10-99, 100-999 and 1 000+ regular
employees. Training incidence for establishments with 100-499 regular employees is an unweighted average of :he incidence across the size groups 100-299 and
300-499.
b) “Any kind of training” refers to skill improvement training through schooling, formal company training, informal on-the-job mining and “other”. Data refer to all
wage and salary workers.
Sources und notes: See Annex 4.A.

where the social partners play an important intermediating role between the government and firms [Berton et al.
(1991)l. Two of these are central. The first are training
insurance funds jointly administered by employers and
unions. In sectors such as construction, firms covered by
a collective agreement are required to contribute a fraction of the training levy to the fund. Second, there are
training associations created by sectoral employers; since
1984, these have had boards jointly run by employers
and unions. In principle, such associations could contribute to general skill training and a sharing of costs; in this
manner problems stemming from the fear of losing
trained workers to other firms would have less impact on
management training decisions. France is also interesting
because by some accounts, its internal labour markets are
considered similar to those in the United States [Maurice
et al. (1988); Osterman (1987)l. Such markets are
characterised by narrow and rigid job categories, and a
rather hierarchical work organisation with information
flows tending to go from top to bottom only. In contrast,
however, tenure is longer in France and there is a welldefined set of employment protection regulations concerning just cause for dismissal, collective redundancies
and severance pay.

over 30 per cent, while average tenure is roughly ten
years.
Higher-tenure industries also reported a relatively
higher training incidence (the simple correlation is
0.726). Examples are finance, transportation, communication, utilities, and some basic manufacturing industries
such as metals, chemicals and transport equipment. Both
tenure and training are below average mainly in the service sector industries and those heavy industries (e.g.
iron and steel) where employment has fallen considerably. Clearly, there are many other industry characteristics
- enterprise size and structure, the occupational structure
of employment, the degree of unionisation and technical
change - that could underlie both variables [see Podevin
(1990) for an analysis of some of these factors].
Information for the United States is also presented in
Chart 4.7 which shows the same plot of two-digit industries by average industry tenure and the incidence of
formal training for all wage and salary earners.’* Average
training incidence is about 17 per cent, while average
tenure is under seven years. There is somewhat more
dispersion compared with France (the simple correlation
is 0.515). The comparison also shows that the industries
with less training and less tenure are similar for both
countries: much of the service sector, apparel, printing
and lumber. The level of tenure and of training, however,
appear higher in France. It does not necessarily follow
that one causes the other as opposed to mutual reinforcement or the play of other factors.

Chart 4.7 shows the incidence of all forms of formal
training approved under the 1971 law (and amended over
time) during 1990, and average enterprise tenure for 199 I
across two-digit industries. The incidence of training
refers to firms with at least ten employees, while tenure
refers to all employees. Average training incidence is just
I42

Table 4.1 1. Annual job-leaving rates and the incidence of formal enterprise training by selected industries
Percentages
_ _ _ _ _ ~

~~~

United States 1991"

Japan 1989"
Formal training

Industry
Annual job-leaving rates

Textiles
Construction
Wholesale/retail trade
Metals
Other services
Other manufacturing
Finance, insurance, real estate
Communication, utilities
Chemicals
Unweighted average
(standard deviation)

Table 4.12.

Worker group

Since joining the firm

In the first year at the firm

60.4
76.0
77.0
76.9
69.2
71.2
85.2
73.4
82.3
74.6
(6.9)

37.7
42.5
55.4
45.1
37.6
43.9
58.8
43.2
52.1
46.3
(7.1)

11.2
11.2
13.1
6.9
14.7
7.1
18.4
8.0
7.3
10.9
(3.8)

Annual job-leaving rates

Formal training since
joining the firm

Formal training with tenure
less than 1 year

19.4
21.3
27.3
18.5
21.1
15.4
20.3
14.1
17.6
19.4
(3.6)

6.9
8.7
10.2
11.7
14.4
18.8
24.7
26.6
26.8
16.5
(7.5)

4.0
4.9
5.5
4.3
5.7
7.8
20.2
14.7
8.6
8.4
(5.2)

Correlation between annual job-leaving rates" and the incidence of formal enterprise training, United States 1991
Simple correlation of
job-leaving rates and
formal training

Age 16-35

-0.450

Age 35+

-0.482

12 or fewer years education

-0.506

13+ years education

-0.193

ManageriaYprofessional workers

-0.197

Clerical workers

-0.396

Blue-collar and service workers

-0.504

Average incidence of
formal training
%

(standard deviation)

15.2
(9.3)
18.3
(10.5)
12.4
(8.2)
24.2
(11.5)
28.3
(11.1)
18.5
(11.6)
12.0
(9.9)

a ) Job-leaving rates are calculated, as shown in Annex 4.A, over the tenure intervals 0-4 to 5-9 years.
Source and notes: See Annex 4.A.

Average job-leaving rates
%

(standard deviation)

23.0
(7.6)
12.2
(5.8)
19.5
(5.0)
11.2
(8.4)
14.5
(7.0)
19.8
(7.7)
20.0
(6.4)

High-training and
low-turnover industries

Low-training and
high-turnover industries

Precision instruments
Aircraft

Textiles
Construction

Public administration
Electrical machinery

Apparel
Retail trade
Personal services
Repairs

High-training and
high-turnover industries

Hospitals
Financial institutions

Chart 4.7
Formal training incidence and average tenure by industry
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Micro data available for the United States allow additional examination of the tenure-training relationship.
The weighted sample is divided into broad groups by
age, level of educational attainment, and three occupational categories. The unit of observation remains twodigit industries. For each group, the incidence of formal
company training to improve skills for workers with less
than five years of tenure is calculated. Next, a crosssection estimate of the annual rate of leaving or being
laid off by the firm over the tenure intervals 0-4 to
5-9 years is calculated, again assuming a steady state.*’

ure in Australia and the Netherlands is rather low while
training propensities in those countries seem higher than
in the United States.
Moreover, even accepting that some countries have
greater levels of enterprise training which accounts for
some of the differential in tenure, the key question
remains: why does the typical Japanese or German firm
offer more training than its American counterpart? Causation would have to run both ways: lower turnover
might encourage more skill development and the latter
may deter turnover. To explain them, deeper consideration of labour and social institutions, including the organisation and internal governance of the firm, will probably
be the most fruitful path to explore [Aoki (1988)l.

The results of these simple calculations are shown in
Table 4.12. For each group, the correlation between this
measure of turnover and formal training is negative,
though especially small for managerial workers and those
with some university education. In addition, the average
job-leaving rates and training incidences vary across
groups. Young workers, those with fewer years of education, and blue-collar and service workers have higher
turnover and less training on average. The last three
columns list industries with, on average, low turnoverhigh training, high turnover-low training, and high turnover-high training. The important finding is that the
industries listed in these three columns are similar for
each group of workers. While the proportion of different
types of workers varies across industries (e.g. high-training industries tend to employ a greater proportion of
workers with more years of initial schooling), further
probing of these data (not shown here) suggests that the
incidence of training tends to be either high or low for all
groups within an industry. This finding resembles
another from research on efficiency wages: if one group
in an industry is relatively highly paid, all are. The
human resource policies of these firms may thus go further than simply recruiting a workforce with more years
of initial education.

5. Employment protection regimes and tenure
A field of research that may also be relevant for
analysing tenure and turnover concerns employment protection regimes. These are broadly defined by the rules
and regulations that govern employment within the enterprise. While protection may include implicit or explicit
contracts in the private sector, research has recently
focused on legislation [Emerson (1988); Buechtemann et
al.(1990); Mosley (1992)l. Gauging regimes in terms of
their degree of protection is complex. Statutory protection against individual termination based on unfair dismissals and redundancies is one factor. Often, individual
dismissal involves notice periods andor severance pay,
or mandatory consultation with employee representatives. However, even when statutory rights against unfair
dismissal seem similar on paper, there may be significant
practical differences due to court interpretation, kinds of
sanctions used, and other factors. Employment protection
may also include procedures applicable to collective
redundancies, such as consultation with works councils
or trade unions, and sometimes an obligation for the firm
to try to limit lay-offs by retraining or redeploying workers [Bosch (1992)l. Moreover, the application of legislation may differ across firms of various sizes, and across
workers by seniority, age and occupation [Mosley
(1992)].
There have been several attempts to rank countries by
the stringency of employment protection. Sometimes this
has been based on narrow definitions such as legislation
on individual unfair dismissals relating to severance pay
or notice periods [Lazear (1990)l. At times, rankings
have been based on surveys of employers which ask their
perceptions of whether and to what degree hiring and
firing regulations are important in explaining why they
are not hiring more workers [Mosley (1992)l.
Different kinds and degrees of employment protection across OECD countries might be associated with
some of the observed differences in tenures. One mechanism could involve the effects of protection on dismissal
rates. If all other variables remain constant, dismissals
may vary inversely with the degree of difficulty in firing

In summary, it is difficult to produce comprehensive
explanations for the differences across countries in job
tenure and labour turnover. This subsection has pursued
the conventional economic idea that underlying some of
the patterns are firms’ and workers’ decisions to invest in
human capital, thus strengthening their ties. From the
limited cross-country data available, it seems that Japanese firms and the German dual system enable young
people to receive considerable training, whereas data for
the United States suggest that relatively few American
youths do receive training. Japanese training also is more
widespread than in the United States, whether considered
at the level of industry or firm size. In both France and
the United States, there is some evidence that training
varies considerably across industries; those with higher
tenure or lower turnover (measured in various ways)
offer more training. The analysis suggests, therefore, that
employment stability and training go together. However,
considered across all OECD countries, it is not clear how
important either is in explaining the other. Training intensities would not seem to account for much of Spain’s
higher tenure [Alba-Ramirez (1991)l or the fact that ten145

procedures, although in no country are dismissals impossible and the effect of regulations may be simply to
spread them out over a longer period. Firms with higher
actual or perceived firing costs may be more reluctant to
lay-off workers. However, it is not clear what impact
these would have at a given level of demand on quit
rates, the other type of exit option.
There are other factors that make it hard to assess
employment protection’s impact on tenure. One is the
problem of distinguishing regimes that largely reflect the
codification of existing practices across enterprises from
exogenous intervention. Another is that the ranking of
countries can vary considerably, depending on what factors are taken into account. For example, Lazear’s (1990)
ranking of eighteen OECD countries based on severance
pay and notice periods shows the Netherlands in the
middle of the range; Bertola’s (1990) ten-country ranking
has the same country as the third least restrictive; and a
1989 survey of employers’ perceptions on hiring and
firing constraints places the Netherlands second only to
Italy in stringency among European countries [Mosley
(1992)].
An example will illustrate the first problem. One may
loosen firing costs explicitly by altering legislation or
indirectly by changing the rules for hiring people on
temporary or fixed-term contracts. Although the latter
rules vary across European countries, several - France,
Spain and Germany, for example -began to modify them
in the 1980s. Yet, the impact has been very different in
the three cases. Buechtemann (1989) surveyed the German case and found: that the proportion of German
workers on fixed-term contracts changed very little from
1984 to 1988; that almost two-thirds of the firms in the
survey had made no use of such contracts; that fixed-term
job arrangements were concentrated among a small subset of enterprises (17 per cent of private sector firms)
which traditionally had very high turnover; and that at
their expiration roughly 65 per cent of temporary contracts made on the basis of the new regulations became
permanent ones.
In France, labour force survey data on over-the-year
changes in status between 1988 and 1989 show that, of
those hired on a fixed-term contract and who remained
employed at both dates, about 65 per cent had permanent
contracts one year later; the statistic for workers having
contracts with temporary help agencies was 45 per cent
[Charraud and Guergoat (1989)l.
Spain is a very different case. In 1987, 14.4 per cent
of wage and salary earners had temporary contracts; by
1990 that figure was 29.8 per cent [Alba-Ramirez
(1991)). That author also found that only about 15 per
cent of temporary workers in the first quarter of 1988 had
entered into permanent employment the next quarter (it is
not known if their temporary contract was converted into
a permanent one at the same enterprise). Additional data
from the Spanish labour force survey show that just
18 per cent of temporary workers in the second quarter of
1989 were in permanent employment one year later [INE

(1992)l. Given Spain’s history and current level of economic development, its regulations were probably
extremely tight, and so loosening them was bound to lead
to an intensive use of temporary workers to get around
protection for permanent workers. The end of the Franc0
era and entry into the EC at a time of economic uncertainty must have strained existing practices and institutions. In such an environment, the arrangements in place
can be seen as rigidities to abandon, especially by businesses. Indeed, with increasing uncertainty, such as
unexpected variations in the volume or composition of
demand, restricting access to long-term jobs makes sense
from the firm’s point of view. As uncertainty increases,
the more reversible one might want any decision to be
[Boyer (1990)l. The central point, however, is that
changes in regulations can have very different impacts
across countries.
The difficulties in evaluating the impact of employment protection regimes are also faced when considering
tenure differences between men and women. Women’s
average tenure is generally lower than men’s and average
turnover generally higher. Employment protection legislation, on the other hand, rarely distinguishes men from
women. Mosley’s (1992) detailed study of France,
Germany, Italy and the United Kingdom is useful to
consider here. Using an index on firms’ perceptions of
the difficulty of dismissing workers, he finds the United
Kingdom the least restrictive, followed by Germany,
France and Italy. The order is exactly the same when the
countries are ranked according to their male dismissal
rates (the United Kingdom has the highest). However, the
ranking shifts completely around when examining dismissal rates for women. The United Kingdom has the
least, followed by France, Germany and Italy. Thus, the
country ranked as most restrictive, Italy, has the lowest
dismissal rates for men but the highest for women. There
are obviously many factors which could explain this
- the occupational and industrial distribution of female
employment, differences in employment distribution by
size of firm, and, of course, differences in current tenure
at the firm. Some could be related to existing legislation
(shorter-tenure workers are often less protected). Accurately accounting for the impact of protection on the
labour market requires considering all such factors.
While the difficulties with compiling an accurate
assessment of the stringency of employment protection
are clear, it is nonetheless useful to consider if any obvious relation to tenure exists. Chart 4.8 shows the plot of
average tenure for twelve OECD countries against the
sum of the maximum months of notice and severance
payments required for blue-collar workers as a measure
of potential firing costs. (The only country that changes
position if data for white-collar workers are used is
Germany; see Chapter 3.)
There is very little discernible relationship between
the two. For example, as measured in the chart, the
United Kingdom has the third highest level of protection,
but five of nine countries with lower protection have
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Chart 4.8

of managers (many of whom have already gone through
the ranks) and regular workers, followed by outside
stockholders. Moreover, a non-trivial proportion of
stockholders are other companies within the group who
are there for the duration.
However, this does not explain the American situation in relation to much of Continental Europe. Unless it
is believed that there are large differences across countries in the preferences of workers for employment protection, the American case seems almost an outlier. Then,
unlike much of Europe, the United States has rarely had a
powerful trade union movement to push for employment
protection legislation, and employers have historically
resisted successfully encroachments on managerial prerogatives [Jacoby (1990)l. Streeck (1992), on the other
hand, has shown that in the typical German firm there is,
partly because of legislation, considerably more worker
voice in decision-making than in a typical American
firm. The statistics presented in this chapter suggest that
implicit contracts, a notion devised to explain long-term
employee-employer attachment, appear to be the least in
evidence in this country. It is clear that these contracts
can be rather fragile [Houseman (1990)l.

Relationship between average tenure
and the maximum months of notice and
severance payments to blue-collar workers

Average tenurein years

Sources: See Table 4.1 and Chapter 3.

D. SUMMARY

considerably longer average tenure. France, Germany
and Japan have the highest tenures, but they are closer to
the lower end of this measure of employment protection.
It does not necessarily follow that employment protection
has no effect on tenure. Indeed, detailed country-specific
studies might find effects for some groups of workers.
The data in the chart do suggest, however, that crosscountry differences in tenure are too large to be explained
by this measure of employment protection, and that other
factors are more important.

This chapter has tried to provide a detailed overview
of enterprise tenure. It has also attempted to present possible factors underlying the differences across countries.
Evidence on enterprise tenure shows considerable differences across countries with, in the early 1990s, Japan,
Germany, France and Spain having relatively long tenures, and the United States, Australia, Canada and the
Netherlands relatively short ones. These differences cannot be explained by dissimilarities in either the age or sex
distribution of the workforce. There are also significant
differences in age-tenure profiles. Again, those of Japan,
Germany and France are steeper compared with AngloSaxon countries and the Netherlands.
Insight into cross-country differences in labour turnover - implicit in the analysis of changes in average
tenure-age profiles - is also provided by examination of
historical retention rates, a measure of the probability of
continuing with the same firm for an additional five or
ten years. Over the limited period examined, job attachments were considerably more likely to endure for Japanese, French and German workers; the greatest differences show up particularly among young people starting
jobs.
Understanding these differences was the goal of Section C which gives considerable (but not exclusive) attention to the relation between tenure and skill training. The
available data are very sketchy, but several insights may
be drawn from them. Formal enterprise training appears
to be more widespread in Japan and Germany (and per-

Again, it is useful to compare Japan and the United
States. They are among the least restrictive countries, but
they are poles apart on tenure and turnover. With few
exceptions (Montana recently passed some just cause
dismissal legislation), the United States remains a country where hire and fire "at will" prevails, although there
is legislation on anti-discrimination, there have been
court cases on unfair dismissals, and union contracts
often contain a clause on just cause. There is also little
explicit Japanese legislation or laws on hiring or firing.
Yet, Blinder and Krueger's (1991) small survey of Japanese and American managers found that the Japanese felt
that their firing costs were high and that they were quite
reluctant to dismiss or lay-off individual workers except
in the most direst of circumstances. It may be that some
countries, or a wider range of firms in a given country,
are more able to implicitly codify forms of employment
protection. Aoki (1988) suggests that this has much to do
with the organisation of firms in Japan. There, the typical
firm is viewed as a coalition of interests dissimilar to the
stylised American firm. The dominant interests are those
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ferences in tenure might be due to this link rather than
other factors.
However, the main message that does - despite the
numerous caveats required - emerge from the analysis is
that there can be a link between enterprise skill training
and tenure, and that too high a rate of labour turnover
does not facilitate the development of workplace skills.
This needs to be considered in light of the current policy
debates on the importance of a trained workforce. The
important issues are why some countries seem to have
more of both than others, and under what institutional
conditions might a more virtuous circle of relative
employment stability, training and the production of a
skilled workforce, and competitiveness with a rising
standard of living be implemented. Addressing such
issues will require much work on the role of labour
market and other institutions in the determination of
enterprise investment strategies, the internal governance
and organisation of enterprises, and other factors.

haps also in France) than in the United States, a result
consistent with the arguments in several other studies
[Mincer and Higuchi (1988); MacDuffie and Kochan
(1990); Prais (1990)l. Turnover is also much lower in
these three countries than in the United States..
Data from France and the United States show a correlation between measures of tenure/turnover and training
across industries. Average tenure is higher in France than
in the United States, and the available data on training
incidence suggest that that is also higher. Finally, analysis of United States micro data shows that those industries with relatively low measured turnover and relatively
high training in the aggregate are generally also industries where training is high and turnover low for all
occupational groups, age groups, and less and more
highly educated workers. Roughly, training increases
with employment stability. Such correlations indicate that
training and tenure can be mutually reinforcing, although
the chapter cannot quantify how much cross-country dif-

NOTES

contracts - in total employment rose from almost 6 per
cent in 1983 to 10-12 per cent in 1988. Although such
work accounts for a small part of total employment, its
contribution to employment growth has been important.
Second, in the early 1990s temporary help agencies may
account for over half of all hiring, and supply three times
more hours in 1991 compared with 1983 [OECD (1993)l.
Finally, while in 1985 yearly job-to-job mobility was low
- 5 per cent - by international standards [van Ours (I 990)),
it reached 15 per cent in 1988 [OSA (1990)l.

1. Measurement issues and an overview of different concepts
of spells of employment were analysed in detail in the
1984 Employment Outlook, Chapter IV.
2. This chapter also shows calculations of median tenure.
These are not affected by the tails of the distribution. Average and median tenure are equivalent when the distribution
is normal.
3. The labour market for Dutch women was characterised by
very low participation rates during most of the postwar
period. In 1975, the rate was, at just over 30 per cent of the
population aged 15-64, the lowest among OECD countries.
Since then it has grown fairly rapidly. With other variables
unchanged, relatively high entry rates into employment
will initially show up as a higher proportion of workers
with low current tenure. In addition, the growth of female
employment has largely been in part-time work [OECD
(1993)l. Another study of the Dutch labour market
[Lindeboom and Theeuwes (1991)] has emphasized that
the expected job duration of part-time jobs is much lower
than that of full-time jobs.
4. However, if lay-offs are mainly among workers with
higher-than-average enterprise tenure, the average would
decrease.
5. As shown in Table 4.1, in 1990 the Netherlands had the
highest proportion of workers - 62.4 per cent - with less
than five years tenure, up from 40.3 per cent in 1985. This
large increase suggests that these data are picking up more
than simply employment growth effects. There is some
evidence that labour turnover increased sharply in the late
1980s. According to Delsen (1991), the share of temporary
work - fixed-term contracts, agency work and "on call"

6. According to the results of the second quarter 1987 labour
force survey, 8.7 per cent of wage and salary workers held
fixed-term contracts under the EPP. By 1990, the proprotion was 23.9 per cent. Permanent contracts accounted for
84.4 per cent of wage and salary workers in 1987 and just
70.1 per cent in 1990. There was some absolute increase in
the number of workers with permanent contracts [AlbaRamirez ( 199 I)].

7. The results shown are consistent with this analysis. While
average tenure remains high, it has declined from 11.2 to
9.8 years. New forms of contracts coexist with older ones
for near-lifetime jobs that characterised the Franco period.
An indication of this is that the proportion of workers with
tenures of twenty or more years is still almost as high as in
Japan (Table 4.1).
8. According to the 1991 French labour force survey, 6.5 per
cent of wage and salary earners are under temporary contracts (inte'rimaires, upprentis, sous contrats a dure'e
de'tennine'e, stagiuires et contrats aide's). The corresponding proportion was 4.5 per cent in 1986.
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16. According to data in the 1989 Basic Survey on Wage Structure, a male high school graduate aged 30-34 with ten to
less than fifteen years of tenure earned, on average, about
18 per cent more in scheduled monthly wages than a male
with the same education and age just starting a job. By the
age of 35-39 the gap increased to 34 per cent. Including
bonuses would increase the differentials.
17. Mincer and Higuchi (1988) have estimated tenure-wage
profiles across industries in both countries. Assuming that
the slopes can represent investment in firm-specific human
capital, they argue that roughly 60 per cent of observed
differences in separation rates are due to steeper Japanese
wage profiles. They appear to assume that steeper profiles
on a nationwide basis will lead to lower average turnover.
Blanchflower and Oswald (1989) have estimated wage-age
profiles for a number of countries. While age is not the
same as tenure, they find a flatter profile in Germany than
in the United States. It is also the case that more German
workers tend to receive training than American workers. It
is clear that caution should be exercised in relying on such
profiles alone to estimate human capital investments.

9. According to this study, the difference in average tenure
between self-employed and paid workers declined from
4.2 years in 1977 to 2.8 in 1991. This was attributed to a
decrease in the average tenure of self-employed workers
- caused by a large increase in their numbers during the
1980s - combined with an increase in the average tenure of
paid workers.
10. The indicators were: the extent of internal and external
mobility during the previous twelve months by sector; type
of employer and employee status; participation in on-thejob training during the preceding twelve months; and mode
of remuneration by employee status.
11. The nationality of the sample may also be important. For
instance, for Germany the sample used in this chapter
includes only German-born citizens. The estimated average
tenure was 11.1 years in 1985 and 10.4 in 1991. Another
study, based on the same survey but using the full sample,
estimated average tenure at 10.4 years in 1985
[Buechtemann and Schupp (1987)l. This suggests that the
first sample has more stable employment.

18. This subsection examines cross-section data. French time
series data show that both training incidence and expenditures have increased, largely in line with modifications in
the training levy [OECD (1991)l. United States data show a
modest increase in the incidence of training from 1983 to
1991. Average turnover also seems to have increased,
again suggesting that the training-tenure link is a complex
one.

12. The business cycle peak years of 1979 and 1989 are compared for Canada and Japan. Two years of employment
growth are compared for Germany, the Netherlands and
France. Two years of employment decline are compared
for the United Kingdom. For the other countries, a year of
growth and one of decline are compared.
13. These retention rates could be biased in the (unlikely) event
that mortality or emigration rates of the workers in a specific firm change significantly over the period.

19. In December 1991 several changes were made in the law.
Among other things, firms with less than 10 employees
have a legal obligation to spend 0.15 per cent of their wage
bill, and for firms with at least 10 employees the legal
minimum is now 1.4 per cent.

14. The retention rate for Spanish women aged 35-39 and with
a tenure of 10-14 years is higher than 100. This may be due
to the difficulty of accurately recalling tenures started some
time ago.

20. It would be ideal to have explicit data on the incidence of
training for new, inexperienced hires, but those are not
available in this data set. Charting the incidence of formal
skill improvement training for workers with less than one
year of tenure as an approximation for new hires still yields
a positive - but considerably smaller - correlation (0.225).

15. These are crude measures and one important feature of
training they do not capture is the content of the training.
For example, Mason’s (1990) study of technician training
in the nuclear power industry in France, Germany and the
United States found a broadly similar number of hours
devoted to training. However, a large part of the American
training was devoted to fundamentals such as site
familiarisation and basic technology. In the other countries,
considerably more time was spent in advanced study of
nuclear engineering and plant administration. This was
attributed to the fact that American workers entering this
industry were simply less prepared by their initial educatiodtraining than their European counterparts.

21. Unfortunately, the United States dropped its annual turnover survey for manufacturing in the early 1980s. A check
of 1979 and 1980 data from this survey, matched with the
calculations here of job-leaving rates, showed that high
turnover industries in manufacturing were also the ones
with high cross-section job-leaving rates used in this
chapter.
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Annex 4.A

SOURCES AND DEFINITIONS OF ENTERPRISE TENURE AND TRAINING DATA,
AND METHODS USED TO DERIVE AVERAGE TENURE, HISTORICAL
RETENTION RATES AND ANNUAL JOB-LEAVING RATES

1. Sources of tenure data

vrovided bv T. Santamiiki-Vuori of the Labour Institute for
Economic Research. Data refer to persons covered by the private sector’s main pension scheme, i.e.the Employees’ Pensions
Act (TEL). This scheme
85 per cent of all employees.

Enterprise
statistics generally refer to the amount Of
time a worker has been continuously employed by the same
employer. Sometimes the tenure question is, “When did you
start working with your present employer?”. Sometimes it is
phrased “How long have you been working continuously for
your present employer?”. Differences in the wording can result
in different responses. Usually, tenure questions are asked in a
household survey; the only exceptions, for this chapter, are
Japan, where most of the data come from employer responses,
and Finland, where most come from an administrative source.
Unless otherwise noted, the data refer to wage and salary
employment.

F~~~~~
Unpublished household data from the annual (now quarterly) labour force survey conducted in March and provided for
1986 and 1991 by the Institut national de la statistique et des
hdes
Cconomiques (INSEE).

Germany

Australia

Unpublished household data from the Socio-economic
Panel, a representative longitudinal survey of the resident population of the former Federal Republic of Germany and West
Berlin conducted by the Sonderforschungsbereich 3 of the Universities of Frankfurt and Mannheim and the Deutsches Institut
fur Wirtschaftsforschung in Berlin. Data for 1984, 1989 and
1990 were provided by L. Bellmann of the Institut fur Arbeitsmarkt- und Berufsforschung and U. Schasse of the Niedersachsisches Institut fur Wirtschaftsforschung. They refer only to
German-born citizens employed at the time of the survey,
excluding apprentices and others currently in training
programmes.

With the exception of Table 4.8, the data are from various
issues of Labour Mobility, Catalogue No. 6209.0, Australian
Bureau of Statistics. This publication presents data from a supplement to the monthly labour force survey conducted each
February since 1975. Self-employment is included.

Austria
Household data from the Mikrozensus (Survey on Labour
Turnover) conducted in September 1988 by Das Osterreichische
Statistische Zentralamt and published in Beitriige ziir Osterreichischen Stutistik, Heft 1.009.

Japan

Canada

With the exception of Table 4.8, tenure data are from various issues of Chingin Kozo Kihon Tokei Chosa Hokoku (Basic
Survey on Wage Structure, in Japanese only), Policy, Planning
and Research Department, Ministry of Labour. This is a yearly
survey of private sector enterprises and public corporations
under the National Enterprise Labour Relations Law or the
Local Public Corporation Labour Relations Law. It includes
establishments with ten or more regular employees and
excludes agriculture. (There are separate data gathered on private establishments with 5-9 regular workers, but this chapter
uses only the data referring to ten or more regular employees.)
Regular employees include persons hired for an indefinite
period, as well as those hired for a fixed period longer than one
month and temporary or daily workers hired for eighteen days
or more.

Unpublished annual average household data from the
monthly Labour Force Survey provided for 1979, 1981, 1986,
1989 and 1991 by Statistics Canada. Self-employment is
included.

Finland
With the exception of Table 4.8, administrative data from
the Register of the Central Pension Security Institute, published
each year in the Tyoelakejarjestelmtin tilustollinen vuosikirja,
Osa I1 (Statistical Yearbook of the Employees’ Pension
Scheme, Part 11), are used. More detailed unpublished data were
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(1987-1992). The calculation is straightforward. If, for example, there are 100 American employees aged 24 in 1983 who
had just started jobs (barring death or migration), they will be
32 years old in 1991 and living in the United States. Workers
who did not lose or quit their job will have accumulated an
additional eight years of tenure. If the data show ten workers at
age 32 in 1991 with nine years of tenure, the historical retention
rate will be 10 per cent. It is assumed that in each survey,
correct information is given or that, on average, errors cancel
out each other.
Annual job-leaving rates were calculated by assuming a
steady state and by assuming that workers leave jobs at a
constant rate over any given tenure interval. From information
on the percentage distribution of current tenure, one computes a
contemporaneous retention rate (R) as the proportion of workers
with, for example, between five and less than ten years of tenure
divided by the proportion with less than five years. The jobleaving rate over the entire tenure interval is then simply 1 - R.
This overall rate is converted to an annual job-leaving rate
(AJLR) as:

Netherlands
Unpublished household data from the Arbeidsaanbodspanel, a longitudinal survey, provided for 1985 and 1990 by the
Organisatie voor Strategisch Arbeidsmarktonderzoek (OSA).

Norway
Unpublished data from the 1989 Norwegian Survey of
Organisations and Employees (NSOE) provided by the Ministry of Labour.

Spain
Unpublished household data from the quarterly Labour
Force Survey provided for the second quarters of 1987 and
1992 by the Instituto Nacional de Estadistica (INE). Selfemployment is included.

Switzerland
Unpublished household data from the annual Swiss Labour
Force Survey provided for 1991 by the Federal Statistical
Office. Apprentices are excluded.

where x is the number of years from the mid-point of the first to
the mid-point of the next tenure interval, or five in the above
example.

United Kingdom
Unpublished household data from the annual (now quarterly) Labour Force Survey conducted in the Spring, provided
for 1983, 1986, 1989 and 1991 by the Department of
Employment.

3. Enterprise training statistics
Training statistics were discussed extensively in the 1991
Employment Outlook, Chapter 5. The reader is referred to that
publication for more details.

United States
Data for 1983 and 1991 were calculated directly from the
January Current Population Survey Occupational Mobility Supplement data tapes. Data on tenure by establishment size for
1991 in Tables 4.9 and 4.10 were calculated by P. Swaim of the
Department of Agriculture using a matched file of the JanuaryMarch 1991 Current Population Survey. The data on tenure and
establishment size for 1979 were taken from the 1984 Employment Outlook, Chapter IV.

Australia
Data were taken from How Workers Get Their Training,
Catalogue No. 6278.0, Australian Bureau of Statistics, 1990.
The survey was conducted from March to July 1989 and refers
to persons aged 15-64 who had worked as a wage earner in the
prior twelve months. In-house training courses include managerial, trade, sales, supervisory, induction, health and safety, and
several other specific training courses. The tenure categories
used in Table 4.8 are from the same source and refer to the
duration of continuous employment with the main period
employer.

2. Calculations of average tenure, historical retention
rates and annual job-leaving rates
Average current enterprise tenure for Japan was taken
directly from the source, and calculated from the individual
survey data for the Netherlands and the United States. For other
countries, it was calculated by using the mid-points of each
closed tenure interval. For the tenure group of twenty years and
over, a common mid-point of 27.5 years was used. For Finland,
the last open tenure group was thirty years and over. The midpoint was set at 35.8.
Historical retention rates are estimates of how many workers remain with the same firm after a given number of additional years have passed. They are estimated for ten-year and
five-year periods in Japan (1979-1989, 1984-1989), an eightyear period in the United States (1983-1991), and a five-year
period in Finland (1985-1990), France (1986-1991), Germany
(1984-1989), the Netherlands (1985-1990) and Spain

Finland
Unpublished data from the Labour Force Survey conducted
in 1989 by the Central Statistical Office (CSO) were provided
by T. Santamiiki-Vuori of the Labour Institute for Economic
Research. The sample consists of employees in the private and
public sectors. The information refers to the proportion of
employees who participated in in-plant training during the preceding twelve months by their current job tenure as measured in
this survey. In addition to vocational training, in-plant training
covers trade union activities and labour protection, provided the
employer pays for training expenses and wages and salaries.
The training can take place either within the enterprise or in
training establishments.
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France

Netherlands

Two data sources are used. The figure in Table 4.7 is from
Formation: enquete formation qual$cation professionnelle de
1985, Les Collections de l’INSEE, D129, 1988, Table 41. It
refers to wage-earners in 1985, aged 20-29 in 1980, who - at
least once between 1980 and 1985 - had undertaken training at
the initiative of their employer. Apprentices are excluded from
this figure.
Data for 1990 in Chart 4.7 were provided by the Centre
#etudes et de recherches sur les qualifications (CEREQ). They
refer to all forms of formal training allowed in employers’
declarations under the 1971 training levy (as amended), and are
based on firms with ten or more permanent employees.

Unpublished household data are from the Arbeidsaanbodspanel for 1990, provided by the Organisatie voor Strategisch
Arbeidsmarktonderzoek (OSA). The question is: “Did you participate in the last two years in firm-sponsored training?”. Leisure, first aid, plant security and introductory or induction
courses are excluded.

Norway
Unpublished data are from the Norwegian Survey of
Organisations and Employees (NSOE), conducted in 1989 by
the Institute for Social Research and provided by the Ministry
of Labour. Employees in the private and public sectors were
asked if, in the prior twelve months, they had taken any
organised training at their firm or had taken training courses
paid for by the firm.

Germany
Unpublished data from the March 1989 Mikrozensus on
employed apprentices in the dual system are based on tabulations provided by the Federal Statistical Office.

United States
Japan
Two data sources are used in the chapter. First, in Table 4.7,
data are from the National Longitudinal Survey Youth Cohort
(NLSY) taken from Lynch (1991), and Blanchflower and
Lynch (1991). The data refer to company training which lasted
one month or more. This is considered one index of formal
training. Two measures of the incidence of training are used.
The first is based on a sample of young workers who had
completed formal schooling in either 1979, 1980, 1981, 1982 or
1983 and had obtained employment during their first year after
leaving school. Training here refers to having formal enterprise
training in that first job. The second is based on a sample of the
NLSY who were 18 years old in 1979, 1980 or 1981 and were
followed until they reached the age of 25. Training refers to
having received formal enterprise training at any time over the
seven-year period. Those with a university degree are excluded
from the sample, as are the self-employed.

Data are from the 1985, 1989 and 1991 Minkan Kyoiku
Kunren Jittai Chosa Hokokusho (Survey of Vocational Training in Private Enterprises, in Japanese only), Human Resources
Development Bureau, Ministry of Labour. The survey is based
on establishments with 30 or more regular employees. The
1989 and 1991 surveys contained both establishment and
worker responses to questions about training. Training statistics
used in this chapter refer to formal, off-the-job training, largely
within the establishment. The reference period varies from the
previous year or within the first year at the firm to any time
since being hired by the firm.
In Table 4.7, the first figure is from the above mentioned
1985 publication, Table 5. It is based on the responses of
employers and is an unweighted average incidence of training
across three occupational groups for non-college-educated new
hires only. The second figure is from the 1989 publication,
Table 12. It is based on employees’ responses to whether they
had received formal training when they first entered the firm,
regardless of how long ago that was. The figure is an
unweighted average incidence of training for those with less
than a high school education and those with one.
In Table 4.8, data are from the 1991 publication, Table 17.
They are based on employees’ responses on whether they had
received formal training and when, and to how long they had
been employed at the enterprise.
In Tables 4.10 and 4.1 1, data are from the 1989 publication,
Table 13. They are based on employees’ responses.

The second data source (Tables 4.8, 4.11 and 4.12, and
Chart 4.7) is the January 1991 Current Population Survey
Training Supplement. Data in Table 4.10 are based on a January-March 1991 matched file of the Current Population Survey
provided by P. Swaim of the U.S. Department of Agriculture.
In both, respondents were asked if they had taken any training
to improve their skills since obtaining their current employment. If they had, they were asked what kind of training. Skill
improvement training includes formal company programmes,
informal on-the-job training, schooling and other training. This
chapter, unless otherwise noted, focuses on formal company
programmes.
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