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Skills are central to achieving robust cconomic growth and to 1o
ing cconomic inequality. When assessing these re thl(ms]nps researchers
usuallv focns on a narrow range of s]\ln indicators that are casilv meas-
ured. such as vears of S(II()()]l]lg completed and test scores. Some of
these indicators have heen closely linked to economic growth and to the
distribution of carnings. In one studv. for example. Hanushek and
Woessimann (2009) find that variations in math and science test scores
across countries have a substantial association with variations in cco-
nomic growth. but vewrs of schooling have no significant association.
once test scores are taken into account. Researchers analvzing inequality
generally emphasize the increasingly positive association between vears
of sch()()lmﬂ and carnings. often ]nﬂllll(rhtmtf the rising carnings gap
between college graduates and ln‘rh school graduates (for example.

Coldin and Katz 2008).

Despite the extensive literature linking worker skills to cconomic
growth, few studies measure skills in @ comprehensive manner or exam-
ine how skills generate the added productivity and economic rewards
associated with human capital. Rarely do studies describe exactly how
added vears of schooling and/or test scores translate into more produc-
tive workers who are able to increase value. To perform valuable tasks in
the workplace. workers have to become knowledgeable and proficient
with the tools and technologies of their occupations and be able to w ork
with other people in their organizations. Several competencies are
required to do so. General aci \demic competencies are necessary but
often insnfficient. Workers tipically require occupational skills as w ol as
communication. problem-solving. and teamwork skills. Often they need
skills specific to the firm to achieve high productivity.

Schooling. job training, and work experience help workers attain
these skills. Vasth more resources are spent in the education sector than
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EMPLOYER-LED TRAINING 1

Still evidence from a variets of available data sources shows that
considerable emplover led training takes place in the United States,
thongh often invery short spurts. According to svey data published
the American Society for Training and Development 12009 hased on
voluntary participation of Targer firms. the scale of emplover-led training
was about $130 hillion per vear andd about 2.4% of payvroll for the vears
2007 to 2009, Unfortimately: the federal government no onger collects
data from emplovers on their training activities. The Tast nationally rep-
rescentative cmploger sivey providing data on the incidence and inten-
sitv of tormal mnp]o}vl'-]vd training took p];lu- in 1997, over I3 vears ago
(Lerman, Mckernan and Riegg 2004,

An extensive body ol research dociments the iight economic retums
to workers resulting from cmplover-led training (Bishop 19970, Training
henefits not only workers and firms. hut other external partics as well.
Bishop highlizhts several external benefits. including gains for subse-
quent emplovers and for the public in avoidance ol disasters as well as
nebwork externalities (as more are training ina connnon means ol com-
munication). Morcover. the govermment gencrally gaing by paving little
for the training while reaping tax benetits from the mercased carings of
workers.

Given the Ingl returs to workers and firms as well as the external
benefits. it is puzzling that policy makers do not place a high priority on
determining the size and effects of emplover-led training.' Spending on
emplover-led traming s wuch higher than outlavs on government train-
ing programs. vet far more research and policy attention has been
dirccted toward government programs. One reason imay be that govern:
ments in the United States have fittle inflnence on training efforts
private firms. Another mav be that the public role in preparing workers
for skilled carcers is assimed to fall under the anthority of the school
svstem and postsecondan education institntions. A third reason is that
emplover-led training is difficult to measure.

Despite the absence of nationallv representative data drawn from
emplovers. this chapter reviews recent trends and patterns of emplover-
led training on the basis of data drawn from nationally representative
survevs of workers. 1 begin with a Driel look at why emplovers might
train their workers. especiatly with skills that can he productive else-
where. then go on to consider prior research on the incidence of
enmplover-led training. The nest sections examine new evidence concern-
ing the tvpes of workers who participate in and do 1ot parbicipate in for-
mal training. the intensity and duration of training. and whether
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emplover-led trainmg has been increasing or decreasing. T pay close
attention to one distinetive form of emplover-led training —apprenticeship
training. Although apprenticeships cover a very small share of all workers.
thev involve intensive, long-term. and economically rewarding emplover-
led training: I present evidence of the effectiveness of ;1pprenticcship
training from the emplover and worker perspectives. In the final section
[ discuss policy implications and recommendations for enhancing the
role of employer-led training in expanding the skills and carnings of

American workers.

Why Should Employers Fund Training?

Nearly all discussions of training begin with the work on human capi-
tal put forward by Mincer 195 and Becker (1964). In considering the
incentives for workers and firms to pay for training. Becker distinguishes
between general training (defined as training that enhances skills that
are valnable outside the firm 1 and specific training (training that adds to
the worker's productivity within but not outside the firm). According to
Beckers theory, firms have no incentive to finance general training.
Since the added productivity makes the worker more valuable both
inside and outside the firme firms financing the training will be unable to
recoup their investment by paving the newlhy trained worker a wage less
than his or her newly enhanced level of productivity. If firms tried to pay
the worker Jess. as a way of recouping some part of their investient
competitors would hire the worker or bid up the trained workers wage
to the new productivity level.

This theoretical argument notwithstanding, researchers have formnd a
larue hody of evidenee that cmployers offer and pay tor venerdl training,
One possibility is that cmplovers pay more for training but less for work-
ors. as workers receiving training aceept a lower-than-normal wage in
return for the compensating benelit ol training. However, most of the
empirical evidenee rejects this implication—trainces show little wage
sacrifice when obtaining general training, v\cemoglu and Pischike (1999
show that imperfect information and other market imperfections can
allow eniplovers to pay trained workers less than the ain in their pro-
ductivity without losing them to other firms. One reason is that the
cmplovers providing the training are in a better position to judge the
workers productivity than are outside emplovers. An cplover knows
only @ modest amount about workers when they enter the firm. One way
of Tearning more is to observe how they learn. especially on the job.
Another possibility is that general skills complement specific skills. As a
rosult inereasing general skills raises workers” ability to use their specitic
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Still another rationale comes from Cappelli (20041 who argues that
imperfect inforniation might be a reason to offer tuition benefits. It is
difficult to sort workers whose qualifications are similar on paper. But
when tuition benefits are offered. the applicants with more interest in
learning relative to other applicants with the same paper gualifications
are more likelv to apply and use the general training, These workers may
have more motivation and an unmeasured skills advantage. Cappe i
(2004) finds evidence to support the notion that workers who take up
tuition benefits are more effective than other workers with the sune
observed characteristics.

Other studies highlicht the impacts of organizational attributes and
strategics on worker training. For example. the incentive to train should
he lngh( r for those organizations that have to delegate decision making
that are large and have high monitoring costs. and that promote from
within instead of hiring from the labor market for high-level positions
Knoke and Kalleberg (1994) find that organizations that are large. pro-
mote from within, and have formalized job structures provide more
worker training. Osterman (1993) shows that orgamizations make trade-
offs between training existing workers and hiring workers with previ-
oushv developed okills and that organizations train more when they use
flat hierarchics. worker involvement. and teamnwork and devolve deci-
sion making to the line level. Surprisinglyv. his estimates reveal no
increase in training related to job ladders.

How Much Employer-Led Training Takes Place in
the United States?

Companies engage in training for a varicty of purposes. Nearly all
emplovers provide new workers with an orientation and training about
safety, company procedures. compensation policies. and other proce-
dures. Another common form of emplover-led training takes place when
organizations implement new technologies or change their organiza-
tional structure. A recent storv highlights the six-week training program
that the United Parcel Service (UPS) provides to its drivers (Levitz
2010). Many companies go well bevond these measures and offer in-
depth training that can substantially improve carcer outcomes. This
includes registered apprenticeships. other long-term occupational train-
ing that involves certification, special courses at work sites. and tuition
support for degree or nondegree programs. With the aging of the popu-
lation and the retirement of a large number of experienced, skilled
workers. the demand for effective training is likelv to increase substan-
tially over the next decades. On the other hand. major employers that
used to rely on internal labor markets and complementary training are
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oaid to have less interest in the long-term relationships with workers that
would justify heavy investiments m training.

\utional Dala Sources on Employ r-Led Training

Several nationally representative data sets are available to documient
employ er-led training in the 1990s including two (*1111)1()}'(~*1‘—1msvd SUV VS
Lerman. Mekemnan. and Riees 20040 The 1997 National Eamplover
Survey (NESL administered by the U5, Burean of the Census. imolved
telephone interviews with 3.000 establishments representing more than
3400 private establishiments with 20 or more cmplovees. The 1995 Sur-
vev of F.mpl()}('r-Pm\id(‘d Training (SEPT! collected information about
{formal and informal traming fron: about 1,000 private establishiments
with 30 or more emplovees. The SEPT 15 distinetive in that it inclndes
L abeont 1.000 cmplovees at these establishiments: SEPT

intervicews witl
ormation about @ broad measure of informal training.

also collected ml
Neither of these crplover surnveys has been rvpmtvd since 1997
Other nationally representative data on l‘\llp]()\l‘l'—]('(l {raining come
from househiold surmvevs. These inclnde the National Household Educa-
tion Survev (NHISS the Suney of Income and Prouram Participation
SIPP). and the National v\esessment of Adult Lateracy (NAAL)L The
adult education components of the NHES sumveys my ol e interviews
with abont 20,000 adults who are 16 and over and not enrolled inele-
mentany or secondan cehiool Althongh NHES focuses on edncation and
it covers twnpluyvr—pnwni(\ml instruction as well as
<-mph;'\1-1‘—.\'nppnrlcd fraining NTES data are @ ailable for 1995, 1999
2005, The SIPP @ Jongitndinal national sunvey ol about 36.000
houscholds per pancl. colleets data mostly on cmployment, incomes.
assels. and progran participation. in addition. the SIPP includes topical
modnles on a variety of topices. melnding mtormation on work-related
training that helps persons wearch for or be trained inanew job and/on
helps workers improve tierr skills in their current jobs. The nuain NA \L
CHIVEVS nearly 15000 adults 16 md over Lo determinge the prose. docn-
ment. and guantitative literacy of American adults. Tt also includes infor-
ol lwr\mm] characteristies. including educational

Lruning Ccourses

and

Tation on an arra
Backaround. fabor loree participation. and job training and skills

Varions other dat sets have heen nsed to exumine training for sub-
aroups of individuals These melnde the National Lnngil‘mlilm] Sun ey ol
Youth (NLSY. especially the 1979 pancl). the 1982 Ewmployment Oppor-
ity Pilot Project sunvey | FOPrPn and the 1993 National Assessment of
\ocational Education (NAVE ~1n addition to reviewing reported train-
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panels’ two vears of NHIES data 1999 and 2005 sunvevsLoand the 2003
NAAL. These data sets offer o profile of workers who may or may not
receive emplover-led training,

The sumevs vany in terms of coverage. Some do not inchide informal
training. while others provide little data on cruplover support to workers
for credit courses that may or may not be related to their enrrent jobs.
Rarelv do the suneys offer information on the role of traming in adupt-
ing to new technologices or finn reorganization operations. though these
are nutjor rationales for company -provided training,

One of the most intensive fors of cmplover-led trainmge is apprens
ticeship training. Winle national data sets rarcly have suthicient cases to
investigale this form ol trainimg. over 235,000 (‘Ill[)l()}'(_‘l'h or um(m—(~|np|(m-r
programs offer apprenticeship training to at Jeast 480.000 workers in the
registered apprenticeship system and probably a similar munber in
unregistered progranms (Lerman, Evster. and Chambers 2009 1. Althongh
nearh: T million apprentices constitute a stall share of the workforee of
about 140 million and cach vears completers represent less than 10¢¢
of an age cohort. this tramming is quite intensive and of lTone duration. |
draw here on a survey of apprenticeship sponsors to el light on this
tvpe of training,

Indicators of the Employer-Led Training Based on Sclected Studies

Emplovers generally offer some training. especially for new employ-
ees. Abont 3% of establishinents with 30 or more workers provided for-
mal training in 1994 (Lerman, McKernan. and Riegg 20041, Although
the rate is lower for smaller establishients, 72% of those with 20 or
more workers offer formal training. An even higher share (97%) provide
some form of informal training. Much ol the training is orientation aud
safety training that takes place when workers start their jobs. One suney
indicated that over 90% of recently hired workers receive at least some
on-the-job training (Barron, Berger. and Black 19997, Emplovers
reported in 1992 that their most recent hire averaged 19 hours of formal
training, 59 howrs of informal training by managers. 34 hours of informal
training by co-workers, and 41 howrs of infornial training by watching
others | Bishop 1997). Although training for new hires may have declined
since 1992, these results highlight the importance of informal training

Between the 1980s and mid-1990s. surveys of emplover-led training
show aradual increases in the incidence of emplover-led training. For
example, the percentage of workers reporting receiving training in the
SIPP rose {row about 6% in 1954 to about 20% in 1996. Using a com-
mon definition for training the incidence of training in the NHES
increased from 19% to 27%. Training incidence as measured by the
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NHES was consistently higher than that in the SIPP. However the high-
ost figure comes from the SEPT. where T0% of workers in establish-
wents with 30 or more workers reported receiving training, Although
the incidence of training appeared qubstantially higher in the SEPT than
in other data sets, the SEPT recorded mean hours of training per worker
that were much lower than in the NITES. though about the same as in
the SIPP (Lerman, MceKernan. and Riegg 20041,

For all data sets. the incidence of training was Jowest for the least
d highest for workers with a BA degree or more.
NHES. workers with some college but no BA
{ training in the prior six months. ('()mp;u'vd

educated workers an
But in the case of the
degree a eraged 36 hours o
to onlv 34 hours for college graduates.

The most common form of ml\p\()_\m‘—pr()\1(10(] training imolves
()Ccllpdti()lhl] safety training, Emplover sunes (NES and SEPT! report
Ahout 706 of workers obtaining this form of training. mch of which is
specitic to the firm. At the same time. only a small share of firms provide
hasic skills training. Lanch and Black (1995 find that about 7% of
emplovers provide specilic training but only 23% offer remedial skills
training.

While some
the incidence of training is not p;u‘ticnl:lrl_\ low amol
Using data from the 1994 Y3 International Adult Literaey Surves (1 ALSH
Kletzer and Koch {20041 report that the incidence ol carcer- or job-
related training among 25+ t0 5 pvear-old workers is 9% in the United
Sates, 387 in Canaca, 209 in Germany. and 58% in the United King-
dom. In terms of career- ov j()l)»rvluh-(l traming with some indication of
cnmplover support. the United States ranks second out of 11 O¥GD conn-

tries. Only the United Kinzdom Jhowed ahigher pmpm‘tinn.
tions in ('mp\o_\'ur training

vy dual system ol wark-

have argued that US. fioms place atow value on training.
1 American workers.

These figures take no acconnt of the varia
for the nnder-25 workforce. Certainly, German
place nd school-hased training for vouth is far niore extensive and
lengthy than any comparable training in the United States. Althongh few
LS. firms offer am thing comparable to the intensity and duration of
Gorman ;\pprvnticvship programs. i otrikingh high share ol cmplovers
Jdo offer tuition assistance for pt)st.wcnnd;n} courses. Emplovers inter-
ved in the 1997 NES were asked it they reimburse the cost of tuition
Over SO% r('p()rtt'(l doing so for managers,
s of firms. tuition snbwidies were
4 minority of workers use

viey
for an uppm\t'd COUrse.
supervisors. and administrators: in 6
available for front-line workers. Although ()n\}

tuition subsidies ina given year. 536 of adnlts enrollec

degree programs received emplover support f
paid leave Lernan. Mekernan. and Ricgy 20040
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The ASTD sunevs capture the extent of training in laree firms (Amer-
ican Societs for Training and Development 20091 As of 2008, the 301
firms providing data on their training expenditures averaged over 15,000
workers per firm. and their payvrolls accounted for just below 10% of the
private sector wage and salary outlavs. Although these data are not even
necessarily representative of Targe firms. since the results come from avol-
untary sample. their training patterns are still of interest. Spending on
training for these firms consistently exceeds 24 of pavroll: as a share of
profits. spending has ranged from 12.5% in 2003 to 6.9% in 2006. Leam-
ing hours per employvee have inereased a good deal from the 25.5 figure in
2003 to over 36 in 2008, While workers on average use abont 36 hours for
training. the amount of howrs of training opportunitics available is abont
ten timies higher. These options include hours availuble for emplovees
through such mechanisms as live classes. workshops. seminars. online
courses. and video and print materials. Spending on tuition reimburse-
ment has remained fairly steady; at about 12% of all training expenditures

Recent Patterns of Employer-Led Training Among
Adult Workers

To update the information on emplover-led training for all adult
workers. I tabulated data drawn from the 1996, 2001, and 2004 SIPP
pancls. the 2003 NAAL. and the 1999 and 200405 NHES. The recent
data vield information on formal training but do not capture the esten-
sive informal training documented in other studies ( Bishop 1997 The
survevs differ somewhat between sunveys, though it is not clear why
these differences should account for difterences in the trends. The STPP
questions ask respondents two questions. one dealing with whether they
have received training to look for a new job and the other whether they
have received training to improve skills in the job they already have. The
wording changed slightly between 2001 and 2004 in the SIPP. In addi-
tion. the SIPP asks a general question about training experiences in the
last ten vears.

The main NHES questions ask about any work-related course.
apprenticeship program. or vocational degree/diploma program taken in
the prior 12 months. Unlike the SIPP. the NHES sunvey instrument
reminds workers by mentioning “work or career-related courses, semi-
nars. training or workshops whether or not you had a job when vou took
them.” By {ar the most frequent participation was work-related courses.
which imvolved 40% of all full-time workers in the 2004-05 survey,
Emplovers provided financial support for nearly all of these courses.
including tuition and materials (S6% of cases). worker salaries during the
training (519 ). and programs offered at workplaces.
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The NAAL sumvey questions are these: “During the past year. did
aining ov cducation.
1g or uppr(-'nticebhips to: A. Help vou do
ton? C. [Asked only of those
“ One might think that

vou participate in am tr inclnding courses, work-

shops. formal on-the-job trainit
vour job better? B. Help vou get a promo
sar] Help vou geta job?
d loss training frc(pu.‘ncies amonyg work-
ers than the SIPP. since the SIPP usks workers about training for @ new
job. However. the NAAL also might jog the memony of workers by men-
tioning the list of p()ssiNe training outlets. The S1PP data inclde much
larger samples than the NITES and the NAAL. However. the SIPY ques-
tions on training do not inchide examples. as da the other surveys. T any
event. the NAAL responses are substantially higher than even the
NIES figures.

As shown in Table
training (within a one-year p
striking. According to the SIPP.
receiving mnplu_\'vr—lvd training in the prior

not vnqﬂoycd the past v
the NAAL questions would viel

1. both the levels and trends in the incidence of
riod) vary by data set. The differences are
the share of 23- to (i-l—_\'(_‘-.u'—()ld workers
12 months fell sharply {rom

TABLE]
Incidence of Training (in Percentages? in the Prior 12 Montls of
«d 23- to Gi-Year-( ds. by Sunvey. Year Sex. and Edncation.

fimplove

National
National Houschold
Sunvey of Income aned Assessment off Fducation
Program Participation Adult Literac Sunes
200 2003 19y 2005

001

Total 3285 R 218 564 310 421
Male B304 233 10.7 33.6 4.4 315
Feale 35.7 RIR 242 60.6 325 460
Males In cdneation goup
1 oos than higli ool 101 GY 48 2000 T2 34
Hich school araduate 0.7 151 113 .S 2.6 187
Some collese RERY R 209 (0.2 2953 361
Bachclors dearee 418 353 245 T0.6 427 303
Females by edieation gronp
| one than high school 1.2 93 i 282 A S
Hiuh school aradimate 26.0 199 (R . 223 315
Some college R 262 REY 612 343 16
460.5 423 1A T6.6 473 631

Bachelors dearee

Sonree: Tabulations b anthor from the Education and Traming Historn Modules of the
1996, 2001 and 2004 p;mvls‘ of the Suney ol Incone and Program Particapation, from
the National Assessment of Adult Lateraey. and o the National Tonsehiold Fducation

Survey.
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33% in 1996 to 28% in 2001 to 229 by 2004, On the other hand. data
from the NHES show upward trends in the share of workers receiving
training. from 31% in 1999 to 42% in 2005, The NHES figure for 1999
falls between the 1996 and 2001 SIPP percentages, However, the 2004
SIPP indicates a sharp decrease i training. while the 2005 NHES shows
a substantial inerease. Further complicating the pictare is an overall fig-
ure of 36.9% observed in the 2003 NAAL

The reasons for these patters are inclear: Althongh the surves
instrumients and the sample sizes vane all three data sets are nation, Jh
representative of the workforee: Given the dilferences in estimates, it is
difficult to provide a definitive figure for the share of workers engaged in
any formal training over the prior vear The SIPP figures are low and
decre: asing, The NHES estinates show increases and the NAAL indi-
cates that well over halt of all workers take part in some cniplovment-
related training. financed maimh I emplovers.

Types of Trainee and Training

While the magnitide of traming differs across sumvevs. the patters of
training are qualitatively similar In all the survevs, women workers receive
training at slightlv higher rates than men ( Table 1. The & waest differential
is in the 2005 NHES. where the gap is about 14 percentage points. with
the incidence of training at 46% for women and 32% for men. The 1999
\IILS showed a female—male gap of onlv about 3 percentage points (32.5

29.40). which is in the same mn”(' as the other SUIVevs.

Educational differences show up largely as e\p('(t('d All the data sets
show much lower rates of participation in |()h training anmong the lowest
educated groups. According to the recent SIPP and NHES sunvess, less
than 10% of lntfh school (11()1)()111& p: l]tl(lpdt(—‘(l in any training. B\ con-
trast, in the NAAL. 28% of those with less than a Ingh school (1('010(’
reported participating in some training. Training is markedh lnghu for
high school graduates. especiallv in the NHES and NAAL and among
women. Note that in 2004, 32% of female high-school-graduate workers
participated in training. as compared to 19% of snmld]l\ educated men.
Workers with some college. both male and female. see significanthy
higher levels of training in all the data scts. Rates of training are much
higher for college graduates than for other groups. However. the gap
between the NAAL and the SIPP is largest in this category. with the
NAAL showing about 71% of male workers with a college edncation par-
tl(‘lpdtlll‘f in some training. a h(rm(- over 40 percentage points higher
than is reported in the SIPP. In addition. the proportion of college grad-
wates receiving training in the last 12 months dropped dramaticall
between 1996 an(l 2004 according to the SIPP.
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Companies might prefer to upgrade those with weaker skills or to
give preference to trainees with a colid set of prose and math literacy
skills. In the NAAL. data are available on literaey ey ols linked to data on
training. but the literacy tests arc applicd after individuals eyperience
the training. Thus. while higher test seores among trainees than non-
trainees pr()habl_\’ means that emplovers are more likelv to train more
skilled workers, it might mean that training incereases test scores. The
bout 11% higher literacy lev els for workers

receiving training than for other workers at the same level of formal cedu-
te high «hool. those who

cation. Among individuals who did not comple
received training have mean skill levels that were 13% higher than those
not receiving training. At higher lovels of education. differences in liter-
acy lovels between trainees and others were only about 6% to S

The ()ccuputi<)1m\ patterns are similar across data sets. with managers
ceiving training at d substantially higher rate than
cupations. Sales workers and those in office and
likel to receive train
wetion are least likely

NAAL does indeed reveal ©

and pr()['(-ssi()n;\ls re
anony, other hroad oc
administrative snppm't are the groups next most
ing. \Workers in construction. installation, and pmd\
to have received any training in the prior vear. The gaps across SUTVEVS
are quite large in all ()L-cnputiunnl categorics hut are largest by far aunong
and pmlbssit)nuls. While only 20% of managers and pr()fcs—
rt receiving training in the 2004 SIPP, the incidence of train-
ategsories reached 3% in the 2005

MANAgers
sionals repo
ing for these two nccnputinn;ll ¢
NES and 38% in the NAAL.

Training levels vary snrprisin}_{l_\‘ little by age through age 55. In the
2004 NHES. for example. 38% ol 45- to 54—}'(‘;\1‘—01(15 p;u'ticip;\u'd in
work-related courses or ;lpprvnliu'ship. just above the 35% participation
rate of 25- 1o 5‘)—1-}'0;1]'—()\(15. However, the pereentag¢ falls to 27% among
33- to (54-}'0;11‘—()\(\5. The other surveys indicate a mild reduetion in train-
ing pzu'ticip;ltinn as workers age.

The S1PP divides {raining into several categories. ranging from hasic
skills to preparing for a job outside the organization. The first distinetion
lies in timing: whether the training took place within the last 12 months
or the last 10 vears. A second distinction is whether the training is to
P a new job or to improve skills for one’s current job. A
avs of improving on one’s current joho As Table 2
of workers ave not received any training for
levels are vspvciall}'

help prepare {o
third deals with w
reveals. a significant share
the last 10 vears. (‘spc'(-iu\l'\' as of 2004, Low training
ich school dropouts Most of the training within the
ategory the

common among h
Jast 12 months is for upg_{ruding Jills, Within this broad ¢
aining to teach new spucil'ic work skills. such as
gses (not shown in
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TABLE 2

Incidence ol Training (in Percentagest Based on Responses

in the 2004 Sunvevs of Tneome and Program Participation

Tranune m the kst 12 months

Training in fast Tiprove

Worker charactenstics 10 vewrs but not Trainmg for  skills oo Botl types ol
and vear of sona No training - last 12 months  anuwjoh curtet job training
2004, totul 6(0S 174 R 18.8 1.0
Male 62.6 17.5 17 17.4 0.8
Female 587 17.2 25 204 1.2
Highest schoolmg,
Less than hagh school 55.0 6.5 15 3.6 03
Iigh school craduate 2.2 146 1S 10.5 (1X3
Some college eredit 37.1 19.3 2.6 19.9 12
1 vear of college 61.0 18.Y 23 16.9 0y
\ssockites degree 514 149.8 2.4 25.2 1.3
Bachelors degree .S 214 23 25.7 12
vdvanced degree 15,1 15.2 1.3 30.5 16
1996, total 1S.6 184 26 25.+4 2.1
Male 507 159 22 264 1.9
Fenmale 162 150 29 307 23
Highest schooling
Less than high school 393 175 27 191 1.5
High school graduate 436 211 3.0 29.2 2.5
Some college credit 390 2153 26 343 29
1vear of college 104 179 31 362 2.
Associate's degree 346G 214 25 359 249
Bachelors degrev 337 200 2.4 393 26
Advanced degree 328 154 1.6 451 2.1

Saurce: Tabulations by author from the Sum ey of Income and Progrun Participation. Fdu-
cation and Trainmng Modules, 1996 and 2004 panels.

the table). About 54% of trainees obtained this type of training, Another
35% reported receiving other training to upgrade their skills and knowl-
edge. These are the tvpes of training reported in the SIPP by the more
than 25 million adult workers who participated in some form of training.
In the 2004 NHES, of the 57 million adults in formal work-related
courses or training. nearly all were trving to maintain or improve skills
(95%) or to learn new kills and methods (83%). Over 10% took up
training to get or keep a state. industry. or company certificate or license.
Only 19% took the training to get a raise and onlv 10% to get a job with
a different emplover. Well over half (63%) of adults in this work-related
training participated because thev were required to do so by their

——
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cumplover. This ficure for ('mpln)cl'—]c(luirvd training is similar to the
57¢% level reported in the NAAL. edu
The workers most likely to take these cotrses were in pml(‘ssimml link
and managerial oceupations: over 56% of these workers l'(‘l)l)l‘tt‘(l taking T
formal work-related conrses. and 70 took part in some formal adult For
education. Participation in work-related courses was much lower for niet
sales. service. and clerical workers but still engaged about a third of ing
workers: nearly a fourth of trade and labor workers 1);1l'ticiputod in train: thes
ing of one form or another. the
Soctor ditferences in training van with the data set. In the 2004 ' the
SIPP. workers in public sector or nonprofit private sector jobs were ' wor
nmeh more likelv to report participating in job training. [ocal govern stay
ment workers—ia group that includes teachers-—had a 35% rate of par- com
ticipation in training. 20 percentage points higher than workers in skill
for-profit firms. The nonprofit private sector workers were almost as (
likely as government workers to obtain trainimg. Iy contrast. the NAAL that
dataindicate that private cmplovees were more likely to take part in tniti
training than government emplovees (33% to 42000, that
anr
Employer Financing of Postsecondary Education Programs | pens
Fanplovers (requently olfer tuition assistance to their workers for tion.
pmtwindllr\ cdncation courses. Exvidence from a range of cmplover <
survevs tahen in the 19805 reveals that over S0% ol emplovers offer turne
tition assistance at feast for .q)pm\‘(*(l CONTSeS (lepw”i 20041, \ 2002 lean
survey by the lirm Edimventores of hnan resoree pmll'\\inn.ll\ inover tially
S00 firns fiads that over 704 ollfer tnition reimbursement henetits men
Flaherty 2007 ¢ Many provide tuition help even for conrses that are not work
dircethy tied to the workers job. Recent data on the share of stadents nuncl
ad workers who receive this form of assistance are available from the took
SIPP intericws condncted during pine September 2005 and fronm the woul
2005 NHIES. The estimates of students with emiploves subsidies range detai
from about 2.1 million 1SIPY) to nearly 3 million NIES SO
Vihongh these mimbers ave large in absolnte terms they vepresent parth
onh ahont 26 of the workloree, On the ather hand. emplover anhsidies Capy:
entend toa significant Juare of degree sechers. Among students pnr\nint_{ attrae
1 masters degrees between 356 (SIPP and 31% NHES received
('mpln\vr wibsidies, The SIPY reports that ('mpln\m's absidized over Dura
134 of those pursuing d cortificate or Feense program or takinu college \
conrses withont i dewrec objective. A Jower pereentage ol BA seekers— day o
from 3¢ to 70 —take advantage ol emplover aibsidies. However. the instr
absolnte nunibers subsidized toward a BA range from abont 500000 to nore
SOO.000 students thne
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For hall the students recewving emnplover support for postsecondar
education emplovers provided the assistance without any requirements
linked to the _|ul) vhout one i four assisted students took the conrses
as an crplover reguirement for maintaining skills on their eorvent joh.
For over 20% of cases. the emplover-assisted conrses were a require-
ment [or gaining higher pay. The data clearly show cinplovers were will-
ing to spend money to enhianee general skills. But how did the v reconp
th( e investients? One ])(i\\lllllll\ is that workers had to remain with
the cruplover in return for the subsidy. Tnabont a third of cases in which
the conrses were not required, ¢ mpl()}(- rs did impose a requirement that
workers remain for a period alter the training. Yet the requirciment to
stav with the emplover alter training was not more frequent when the
conrses looked general than when the conrses were lnked to inmproving
skills on aenrrent job or to improving one’s salan.

One requirement connmon o taition reimburscement programs is
that participants earn at least a "C™ or have to repay the Tirme for the
tuition costs (Flihertv 2007 To (]ll.l]l[\ for beneficial tay treatiment so
that the thition reimbursements are not taable income, firms must have
awritten plan. meet nondiserimination clanses. and not offer other com-
pensation for those who do not take ap tuition reimbursement. In addi-
tion. the courses must be job-related.

Some emplovers view tuition reimbursements as helping to rednee
tirnover. But theoretically, the provision of general training of the type
learned in cowrses should increase the workers market value and poten
tiil”}' increase turnover. A case stll(l) ol the hnpact of tuition reimburse-
ment in a nonpm('it organization found convincing evidence that
workers” use of tuition reimbursenent led to sharply fower GImover, as
much as a 50% reduction over five vears | Flaherty 2007). The analyvsis
took acconnt of the possibility that workers taking up the tuition be nefit
would have natarally staved longer with the organization. Although the
detailed results covered ()nl\ one firm. the m-depth analvsis shows that
somne mmnn/,.m(ms are ntfhl to view tnition reimbursement as at least
parth offset by cost saving through lower tirmover. Also. as noted above.

nll)l)(]ll 2004 tinds tnition henefits may act as a screening device to
attract workers with higher-than-average skills.

Duration of Training and Employer Involvement

Most workers receiving job-related training undertook at least @ full
dav of mstruction. I the 2004 NHES. only a third of trainees had 10
instructional hours or less, Over 40% had at least 26 hours and 224 had
more than 30 hours of classroon instruction. According to the SIPP. the
time spent in training among trainees is considerabh less than reported
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we durations of more

in the NHES. Like the NHES. two thirds had trainn
Wbout 26 of work-

than one day. but no more than 10 of trainees tor
ers) reported more than a week of training.

Nearly all workers in formal work-related courses or traming (mn the
2004 NHES) received some (*mp]()_\'cr support. The most common form
(at S6%) was financial support from emplovers in the form of tuition
books. and/or materials. In addition, 80% of trainces were allowed to
take the training during regular work hours and were paid for the time
spent in training. In over half of the training cases (576 . emplovers pro-
vided the programs at the workplace. In the NAAL. emplovers {fund
91% of the training they require of their emplovees. In addition.
¢ of job-related training not vequired by the
d workers is more likely to be
highly educated. For
r SO% of emplover-
ege arads. only 35%

emplovers also pay for 62€
emplover. The training for less educate
required by emplovers than the training for the
workers with less than a high school degree, ove
funded training is required by the cmplover. For coll
is required
intensive Employer-Led Training
Although tens of millions of workers obt
o the scale of long-tern. intensive traiming 1s modest. The
training is U(-cupuli()mll fraining that leads to
cortification. often throngh formal apprenticeships. \pprenticeships are
programs throngh which individuals achieve the skills of a fully skilled
worker in an occupation prinnn‘i‘y through \ll])(‘l‘\'lS(‘(l. work-based
Jearning along with related academic instruction. Fmplovers. joint
union-employer agreements. government agenceies and the military all
ams f\pplcntiu-s are vmpln_\'v('x at the
aining: productive work is com-

ain some (‘1111)\()}1‘1‘—](*(1 train-

ing every
hest example of intensive

sponsol apprenticeship progy
firms and organizations where they are tr
1 evperiences that Jead to demonstrated proficicney i

a signilicant array of tasks. The prograims nsually Last three to four vears
and require students to complete conrsework that inclndes math. verbal.
and t)ccnp.llit)n-sp(*vll'ic content. The conrsework is senerally cquvalent
Lo at least one year of community college.

The US 11)1)1‘('ntiu'ship susten is decentralized. atthongh many pro-
grams are soverned by state and foderal regnlations under the registered
Programs that are part of the registered appren-
ticeship svstem operate under the supervision of the U.S. Labor Depart-
ments Office of .\ppr(‘nticcship LOA) and state ;\ppr('ntlcvship agencies.
The r('spnnsil)ilili(-s of the 0A indude issuing certificates of completion
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program cqual opportimity plans to prevent diserimination against
women and minorities. and expanding the nse of appre ntlceshlp n
emplovers.

As of 2005, about 25.000 registered apprenticeship sponsors oper
ated training for abont 465.000 apprentices. impliing an average of
about 1S apprentices per sponsor (Lerman, Eyvster, and Chambers
2009). The number of registered apprentices is comparable to the com-
bined number of individuals reee iving training throngh three federally
sponsored Department of Labor programs: the Workforee Tnvestment
Acts Adult and Dislocated Worker progrins, a formula-funded federdl
program that provides local workforee boards with funds for training and
other services: the Job Gorps. which is an intensive residential training
program for the most at-risk vouth: and the Trade Adjnstment Act.
which provides training dollars in addition to wnemploviment cash bene-
fits to workers (hspl‘lu_(l hecause of trade (Mikelson and Nightingale
2004

Registered apprentices are highly concentrated in construction.
energy. manufacturing. transportation and communication. and public
administration occupations However. trunsp()rtutinn and commumica-
tion occupations jumped nearly fivefold hetween 2003 and 2007 the
fastest ¢ growth in percentage ters of any occupation. Despite inereases

in recent yvears. registered apprentices still make up only about 0.3% of

the \\’(n]\l(n(c the number of registe sred apprentices exiting their train-
ing cach vear is abont 4% of a typical cohort’s annual entrants to the
workforee. !

In addition to the registered apprentices. a large but unknown number
of workers receive intensive and ]()ntr term ()ccup'lliumll training spon
sored by emplovers who do not register their appre nticeship programs
with the U.S. Department of Labor. One of the few duta sources that ask
about all U.S. apprenticeships (including the unregistered ' is thc NIIES.
The specific question asked in the NHES is. "During the past 12 months.
were vou in a formal apprenticeship program leading to journeyiman status
in a skilled trade or ceraft?” Although the absolute number of individuals
who reported having been in an apprenticeship is small. the weighted fig-
ure is 1.5 million workers. If this figure is accurate. apprenticeships that
are not registered would be about three times the number of registered
apprenticeships. Unfortunately. it is difficult to know how accurate this
estimate is. since the total NHES sample is onlv about 9.000 individuals.

Apprenticeships involve a considerable upfront investment on the
part of cmplovers. Although no cost study in the United States has
uncovered the mcwmcntal costs of training apprentices. the amounts
based on other cost estimates are l)l()[)dl)]l\' on the order of at least
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ative estimate of the costs at

$10.000 per ;lppl‘(*ntic(x ASSTIMING  consery
imvestment in this intensive

$5.000 per year pet ;\pprcntiu-. mnpl(.)\'(-*r
tvpe of traming would reach over 85 hillion.

Benefits of Intensive Apprenticeship Training to

Workers and Employers

cumulating that demonstrates the value of intensive.
allv in the contest of ;1pprvnti(-vsllip\
arch comparing alterna-

Evidence is ac
nccl1p;1ti()1ml-h.1scd training. especi
The aains for the workers are showing up in rese
welul study that compared matched groups
in Washinaton state. Hollenheck 12005
aining far exceed the returns

tive modes of training. Tnae
of workers entering job centers
found that the retums to dpprvntiu*ship tr
to other tvpes ol training. including community college
;11)1)1‘(*nti(~c<_ the present value of their post-prograim increases inoearmn-
ings. net of any carnings foregone during the training pm'i()(] itself.
amonnted to over 530 000 for the fivst 2.5 veurs alter exiting their pro-
syroach Torworkers enter-
cated gains of only

progarams For

arant. In contrast. estimates using the same apy
ine conmiity college uccupuli(mu\ prograns indi
(hont $5.000 or less i the short term Althongh community college
Ad much higher Tong=run retiums ($104.000 to

nccup;lli(nml programs Vi
for the present

$130.000 for workers throngh age 63). the projection
valiie of Tong-terny gains to apprenticeship training is abont $266.000.
The public costs of community college were abont $3.000 more than the
public costs of ;1l)pu'ntim'\hip. O conrse. as in the case of any postsee-
ondany education andd trainime. the nel gains are likt’\}' o van. (1(']1t‘il(ling
el geographic arest. \Morcover, more research is cer-

on the ocenpation
variahility i carnings gains across

tainly necessary to determine the
dpplc-nliw.\‘llip frainiug.

00 up;\t‘i()ns and other dimensions ol
;lppn-ntiu'ship training

From the perspective ol employer sponsors.
1 4 sonnd ;lppmzu'h to shill development. One hody of cevidenee comes
fron i 2007 snrves ol sponsors ol it
condneted tor the V.S Departiment of Labors Emplovment and Train-
ing Administration FTA Derman. Evster and Chambers 200890, The
sunvey obtained datic from O47 sponsors concerning the
v characteristics henedits of r('gisl(*n'(l :1mm-1|ticv.\'hi1\ dranvhacks or
xpr('nt'iwship_ Views on the ;1pprm|ti(-vship svsten.
and related

“_{i.\'i('l'('(\ '.\ppn-ntu-vship programs

spnn.\(n"s pro-

aran
costs ol registered q
teractions with the larger workforee investiment systen.
The results Jiowed strikingly positive altitudes by sponsors.
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The henefit cited by over S0% of sponsors was the apprentice ship
program’s role in meeting the demand for skilled workers. Another
major henefit was that the apprentice ship programs show reliably which
workers have the shills necded. Other benefits, vited by 65% of sponsors
as very important. were raising productivity. stre n‘fllu ming worke:
worale and pride. and improving worker safety: A majority of sponsors
also reported benelits in worker reermitment and retention and in meet
ing licensing requirements.

One common concern abont enconraging intensive. cplover-led
training is that firms will he imable to reconp the costs ol training
becanse others firms will drive np the wages of the newly skilled work-
ers. The process by which competitor firms bid away trained workers
after their ;ll)pl'vlllicvshll- is ('()Illlll()ll]}‘ called "I)l)zl('hin‘_{": it is viewed as
a major disincentive to cmplover involvement inany training that raises
the productivity of workers ontside the firm. Some apprentice ship spon:
sors viewed poaching as a signilicant problem. but surprisinghv. 46% of
spousors did not pereeive it as a problem at all. Morcover. even ainong
sponsors who perceived poaching as o probleni, abont 85% would still
str()ngl_\ reconmmend ilpl)l'l‘lIli('("s‘]lil) to others.

Sponsors generally did not find costs to be a signilicant pml)l('m
Sixtv-three pereent of s‘])(mmrs‘ said refuted instruction costs were not
Pl()hll m. althongh 305 viewed costs as a minor problem and 6% as a
major problem. Similarly: only 7% of respondents saw the cost of evperi
enced workers” time to instriet apprentices as a significant problemn
while 344 mdicated it was & minor problein.

Occupational Certification

Apprenticeships document to emplovers that emplovees have mas-
tered the occnpational skills emplovers demand. Tn the survey of
apprenticeship sponsors {emplovers and union—emplover programs
93% report that apprenticeships reliably show which workers have the
skills to do the job (Lerman. Evster. and Chambers 20097, C ompleting
an apprenticeship generallv s sufficient to meet state licensing und certi-
fication standards in the fickl. Other emplover-led training can also lead
to a license or certification, Obtaining a license or certification may raise
wages in one ol three wave: Licenses Thuit entry into a pmieswm
restricting the supphy and driving up wages: enmplovers and other buvers
are \\1]]111<r to pay more for licensed andbor certilied workers becanse the
uive lm\us the assnrance that the worker has mastered the pro-

licenses
1s relevant skills: and passing the licensure test requires wor kers to

fession”
learn skills that upgrade the pe rfarmance in their profession.

o
D
1C
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Although the literature on returns to occupational certification and
jonal poll indicates about
ither licensed or certified
2009). In addition. the
significant. about a 14%

licensure is modest. one studh hased on a nat
929G of workers were licensed and 35% were €
by a government entity (Kleiner and Krueger
anthors find that the wage gains to licensure are
inerease. The wage impacts on certification were
statistically significant in some specifications

The NAAL data reveal high percentages ol workers with some form
of certification. \bout 145 of workers .rcp()m.‘d information techmolog
(IT) skill certification that was "sponst)rvd by a hardware or software
r or an industn or pmlbssimml Lssociation.” Nearly three

much smaller and not

manufacture
out of four had to pass a tost to carn the 1T cortification. Over one in
three workers had a j()b-rclutvd skill cortification that was “recoanized by
4 licensing board or an industry or pmlbssi()nul association.” About 90%
ol these certifications recquired passinga test. The share with either form
or both forms of certification reached 429 somewhat higher than but
not enormoush different from the 35% fignre reported by Kleiner and
(2009). Having vocational degree or some college raised the

Krueger
an increase similar to the

cliances of having @ certification by 36%.
incrcased probability of college graduates.
Workers reporting skill certifications in the NAAL generally carned
mneh more than other workers, after controlling for edncational attain-
ent. The only exception was anions college graduates. for whom an IT

certification was associated with modestly higher wages but for whomn

non-17T certifications showed no association with \\'(‘(*kl)'
the other hand. those with a high wchool degree or less carned consider
ablv higher wages il thev had cither tvpe of certification. Consider those
with onhy a high schiool equivalency oy CED. Those with a non-1'T Skills
certificate were el less Tikely to cam under $300 per week than those
without a non-1T ¢kills certiticate 2GY% versns 2190 and much more
hkely to carn over $1.150 per month (27% versus 1760). The gams
were generally even higher for those with 1T cortificates relative to those
without 1T certificates at the same level of educational attainment. For
hoth types ol cortification. the carnings advantage showed np in all edu-
cation wronps: the Jower the level of education. the higher was the gain
Taken together. the two sets of restlts about certifivations reinforee
)prvnliu's\np praining that achieving a recos:
certifications are not as

carnings. On

the hndings concerning i
nized credential raises earnings. Because some
i:l-d(‘plll as upprvnt‘iu'ship training, one would not expeet the same
jump in earnings. Sl the evidene strongly suggests that errnings gains
rosnll from recognized oceupational skills. whether obtained in an

r-nnpluyvr-lvd training program or through some other mechanism.
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Accounting Practices and Employer-Led Training

Managers often cite the skills and connmitment of their emplovees as
their compilnivs' most l)l'(‘('i()llS assets, But at the same time thv) also
admit that they can only nianage what they can measnre Currently. pro-
ductive investments in building the SKills of a company’s workforce count
as current costs to firms. though they are in fact intangible imestments
When companies invest in capital goods and plants. only a modest por
tion of the purchase counts as enrrent-vear costs in determining profits
The remaining value is connted as an asset on the company § halance
sheet, Tn contrast. all of the spending on shill development s @ cost in
the current vear, despite the realitv that the company will wain henefits
{rom these expenses over i period ol vears.?

According to Corrado. Hulten, and Sichel 12006). the agnitude of
the overall intangible investment component of firm spending on train
ing and ()rgunix;lt‘i()n:ll change was about 8365 hillion in the period 1995
to 2000, However, for the training component alone, they nse Burean ol
Labor Statistics figures to suggest that the annual training compornent of
emplover investiments is Ahont $116 hillion. counting direet firm expen
dittires on trainers. tuition. and ontside training contracts as well as firm
spending on wages during the time workers are undergoing formal and
informal training,

For tix purposes. expensing training costs in the vear th('_\ are borne
SaVeS nones relative to treating training costs as an investment. How-
ever, this accounting treatment distorts the profitability of training
investments relative to investments in c;lpitzl] ('(1nip|n('nl that firms
(lcpr('t‘-iut(’ mver time. H investments in training were treated more
closelvin line with economic reality for measuring profits and assets (but
not for tax purposes ). the contributions ol training investments might be
measured more precisely and the benefits wonld hecome more appar-
ent. Firms might then undertake considerably more training and
increase skills of their worklorce. FEmplover training appears to vield
high retims to workers as well as to firms. Thus, any measure that
increases the incentive for companies to increase spvnding on training
could raise the useful skills of the U.S. workforce substantiallv. Tf busi-
nesses increased their training outlavs by 1% of wages and salaries. the
added imestments in haman capital w ould amount to nearly $SO hillion
per vear. or about double the entire education-related expenditures n
all community colleges in the United States. Of course. the impact ol
accounting changes might be much smaller. but it is plansible to expect
added training outlavs in the billions of dollars.

One problem is how to measure the benefit to firms of added worker
capabilities and the duration of the henefits. Another worn is that
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ate their training outlavs relative to other labor
1 cause an inappropriate reduction in current
Alocating the costs

companics will overst
costs. Sucl actions coule
costs. Of conrse. similar judgents are required for
al as well cspvci.xﬂ\ the Tength of the depreciation
period. A major distinction between physical and Tuman capital s that
{irins have no property rivhts in the added human (:'.\pituL a they hine
with added phy qical capital Workers may leave i the added hnman cap

tal is not rewarded with wage increases. Thus. training iny estiients
should count as assets to the compan onl to the extent that the com-
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ankanson. Johanson, and Mellander 2005
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Conclusions and Implications for Policy and Research
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Using current data on the incidence and trends of (-mpln_\'('r—]ud
training. we are not sure dhout the scale or the trends in ('mpl()_\'('r—lcd
training. Data from one major pational sunvey show a decline hetween
the late 19905 and 2004-05 in the share of workers who took part in job-
related training in the prior vear. while another survey indicates
inereases in the same period. Morcover. the proportion ol workers
reporting training varies from about 205 in the SIPP to a range of 42%
to 57% in the other surveys. None of the recent national survevs offer
detailed information on the widespread amount of informal training in
the United States.,

Another important gap in desceriptive information is the estent to
which emplovers collaborate with cach other. The workforee lield is
increasingly looking into sectoral approaches. whereby all firms in sin-
Jar industrics and in the same local or regional job market come together
to define skills and training needs. Althongh a third party often provides
the training. ('mpl()_\vrs also p;n'liciput(v' in the training process LComvay
Blair, Conway. and PDworak-Muiioz 2007). Evidence from Britain sug
gests that interfirm collaborations bear fruit (Gospel and Foreman
20067, hut there is litthe hard datacon this issne in the U.S. contest.

Other open questions deal with the returns to (-mpl()_\('r-l('(l training.
What are the gains for workers and firms from (:lllpl()}('l'—lt‘d training?
Although a few studies show ligh rates of return to '.q)pr(*l1ticuship train-
ing ( Hollenbeck 2008). fow recent studies have analyzed the impacts of
mnpl()_\(-r-l('('l training on workers and emplovers. Another important con-
sideration is how the returns of on'll)l()_\'cr—lvd training in the workplace
compare with learning ckills i a school-hased context. Onh Hollenbeeks
studies of training in Washington state provide this comparative analvsis.
with results showing ;lpprcnti('(*ship training—which has the highest
emplover involvement and workplace Jearning—viclding substantially
higher returns than comnumity college training.® More rescarch on this
topic is important: if this finding has general validity. the United States
conld increase substantially the cost effectiveness of training dollars by
shifting dollars toward encovraging npprenticoship and other emplover-
led training, Already. the Organisation for Economic Co-operation and
Development 12009 has concluded that the United States shonld expand
upprvmic-cship training substantially. espccizlll} for voung workers.

To mam. the provision of emp]u.\'(rr-led training {alls short of optinm]
levels because of positive externalities (Bishop 1997 Greenhalgh 19991
Certainly. a ailable evidence indicates that in depth cmplo'\'t.‘r—lvd train-
ing. such as apprenticeship training. fmproves ontcomes for workers and
vields henefits for emplovers. For these reasons. policy nmakers may want
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to encourage the expansion of (*1111)1())'@1‘—10(1 training. But what are the
hest tools for expanding training?

One tool would be to expand upprcnticmllip training through a com-
bination of increased marketing. technical assistance. and subsidies to
emplovers. Currently. the federal budaet for the Office of Apprentice-
ship {OA)—the ageney charged with regulating and managing registered
zq)prenticcship programs in the United States—is only about $22 million
per year. This sum is tiny in comparison with federal dollars spent on
training in other programs for a far smaller number of workers. For
example. funding for the Job Corps is over $1 billion for 60.000 workers.
while over 450.000 workers participate in registered upprt-nticcship pro-
grams. Tripling the current budeet for OA would cost 540 million per
vear. but the increase could more than pay for itself il emplovers
n a very modest amount. Combin-

increased their dppl‘(‘]ltiL'CShipS by eve
ing the added marketing with tax credits for expanding upprenticcs‘l1ips
would no doubt increase aven productive form of mnpluyt‘r—l(‘d train-
ing. A recent effort in South Carolina -..\pprcnti(-eship Carolina) demon-
strates the p()tc-ntiul ol an approach combining marketing and tax
credits, With a budget of S1 million per vear and tay eredits ol $1.000
wed to develop at least

per Amm_'nticosl1ip. .\pprmltiwslnp Carolina mang
ar-and a-hall period.

One NeW ;\pprc-ntiu'ship program per week overave
Moreover. onee emplovers huild ‘lpprvnticvship training into their train-
ine and recraitment stratedies. they are likely to continne to fimance seri-
ous and productive worker training.
Another appropriate tool to t'\'l)‘.lll(l
federal g()\('l'mn«'nts to share in the costs of the acadenie-
Arewdy some states

‘ll)l)l'l'llll('(‘s‘lil) would he for

otate and
instruction component ol ;ll)l)l'l'llll('(‘\‘li]) traininy
do so by pl'(»\'iding disconnts for conmmity colleue conrses. The offort
Jhould be <'.\pun(1<-(1. .\pprvnli(-('x\|ips‘ are orowing i many Fnropean
countries and play a major role i developing skills for a wide range of
carcers (Steedman 2005) Fon evample, the Leiteh Review of Skills
(Leiteh Commnussion 20006} 1m the United Kingdom recommended
.xppn-nliu'\hlps' to 300.000. In the ULS. con-

v.\p.m(ling the nmber of
about a tonrfold inerease m

tent meeting this target would require
uppr(-nticvsllips. to about 2.3 million,
Another promising tool is Lo expand sectoral pre
the collaboration of firms m the same industry with training proy iders
l‘]nlpln}'t*r\ work with local inter-
median organzations to specily their SKill reguirements and to provide
gaining skills. These programs have achioved some

yarans, which molve

and community-based organizations.

openings {for those
siecess in ensuring that the training is linked to carcers and real jobs.
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Upgrading the capacity of emplovers to deliver training toward spe-
cific skill levels is another potential tool for expanding training. A recent
parliamentary report in the United Kingdom calls for government and
nongovernment groups to stre ngthen the capacity of the training func-
tion of emplovers, with the goal of helping workers attain a formal
accreditation for the skills they have learned and demonstrated in a work
context (House of Commons Innovation. Universitics. Science and Skills
Committee 20091 C cmf\m«f the capacity of training organizations.
along with technical assistance to small firms. ¢ ncourages more produe-
tive cmpln} er-led training,

One clement of this approach could be to inerease the ntilization and
effectiveness of enmiplover tnition assistance programs. Often, current
assistance is a stand-alone offer viewed as an emplovee henefit but not
closely linked to emplovers” skill objectives. Because of the farge share of
workers who can access tuition reimbursement from emiplovers, improy-
ing the productivity and wage gains of these investinents could generate
a sharp increase in emplover-led training. At this point. research and
demonstrations are appropriate to answer questions abont the low take-
up rates. the match between the uses of tuition assistance and the pro-
ductivity improvements of workers and firms, and the cost effectivencess
of the strategies. International expericnce suggests that linking tuition
assistance and other training initiatives to the attainment of recognized
standards and gualifications would make existing training dollars more
productive and would enconrage more workers to participate in training
and more firms to offer tramming., The House of Commons re port cite o
earlier (Tlouse of Commons Innovation. Universitics. Science and Skills
Committee 2009) offers one example of a training initiative aimed at
upgrading workers to a particular standard.

Altering accounting procedures to recognize the asset value of
human Ldpltdl is another low-cost inten ention to encourage vmp]()\u
training. The change would recognize in income statements and balance
sheets tlhlt training investments generate assets that vield future bene-
fits. Although the modification in practice would not be casy to con-
struct. the result would be to make accounts better reflect current
operations and compamy assets. Managers focusing on short-term or
long-term profits would have more incentive to invest in training, Since
emplover-sponsored training vields a high return. additional employer-
sponsored training is likely to increase ploduch\lh by improving worker
skills and qualifications.

Overall. emplover-led training contributes substantially to the earn-
ings. skills. and productivity of nulll(ms of American workers. It is time
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rs to recognize its importance by strenathening p()licics
r-led training and by sponsoring additional
scope. impacts. and strategies for

for policy make
that pmmnt(-* (‘mpln) €
research and data collection about the
improving onteomes for workers and emplovers.
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