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Employer-provided training:
results from a new survey

The 1993 BLS Survey of Employer Provided Training
reveals that larger establishments are far more likely
than smaller ones to provide formal training

fo their employees, as are establishments that offer
various benefits or employ certain workplace practices

terest in the role that training—especially job

skills training—plays in the economy. Con-
cerns over the competitiveness of U.S. labor in
the globalized economy, the weak performance
of labor productivity since 1973, and the widen-
ing gap between the earnings of high school
graduates and college-educated workers are
among the reasons cited to support increasing
the training provided the U.S. work force.

As researchers attempt to examine the poten-
tial impact of training on the economy, and as
lawmakers wrestle with the question of the ap-
propriate role of public policy, a growing need
has arisen for more and better data on both the
nature and the extent of private-sector training.
To be sure, a rich array of data on the training
received by individuals is provided by various
household surveys, such as the Current Popula-
tion Survey, the National Longitudinal Survey
of Youth, the Survey of Income and Program Par-
ticipation, and the Panel Study of Income Dy-
namics. In contrast to this information, however,
data on the nature and extent of training oppor-
tunities provided by private businesses are
scarce. Indeed, a comprehensive data base con-
taining such information simply does not exist.
Despite this gap, academic researchers have
been innovative in their use of the limited data
that do exist. Some researchers have adopted a
case study approach, others have used the infor-
mation on training that can be found in existing
Federal surveys, and still others have conducted

I n recent years, there has been a growing in-

their own surveys. Still, given the concerns over
the competitiveness and relative productivity of
U.S. industries, it is important that improved in-
formation on the nature of employer-provided
training be collected.

This article examines the results of a survey
recently conducted by the Bureau of Labor Sta-
tistics and sponsored by the Employment and
Training Administration of the U.S. Department
of Labor. The Survey of Employer Provided
Training was designed to collect information on
the existence of various types of formal training
programs that were provided or financed by pri-
vate nonagricultural establishments during 1993.
Although largely limited to formal training
{training that has a structured format and a de-
fined curriculum), the survey also gathered some
information on the use of on-the-job training. It
did not, however, measure the intensity of for-
mal training programs, such as the number of
participants in them, the number of hours of
training offered, or the cost of training; hence,
it is not a panacea for the lack of establishment
data. Nonetheless, given the relative scarcity of
data on even the existence of formal training
programs, the survey takes an important first step
in filling the information gap.

The first section of this article discusses the
basic definitions of formal training used in the
survey, the methods of gathering information,
and the types of questions asked. The second
section presents the basic findings of the survey,
including patterns in the incidence of different
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types of formal training by establishment size and industry
and patterns in the reasons why establishments chose to pro-
vide or not to provide different formal training programs.
The third section draws upon economic theory to address
the question of which characteristics of establishments make
it more likely that they will offer formal training programs.
A logistic regression is used to estimate the contribution of
each of the measured characteristics. The final section pre-
sents some concluding remarks on the results of the study.

Background to the survey

The Survey on Employer Provided Training defines formal
training as training that is planned in advance and that has
a defined curriculum. The training can take place in a vari-
ety of settings, including, but not limited to, the classroom.
Thus, a demonstration of a job skill on the shop floor could
be considered formal training, as long as it was planned in
advance and had a defined structure that was being followed
in teaching the skill. In contrast, a spontaneous demonstra-
tion of a job skill to answer a question posed by an employee
to a supervisor would be considered informal or on-the-job
training.

The data from the survey give information on the follow-
ing types of formal training:

® QOrientation training that provides information on person-
nel and workplace practices and overall company policies.

® Safety and health training that provides information on
safety and health hazards, procedures, and regulations.

o Apprenticeship training that is a structured process by
which individuals become skilled workers through a com-
bination of classroom instruction and on-the-job training.

e Basic skills training in reading and writing, arithmetic,
and English language skills.

» Workplace practices training in policies and practices that
affect employee relations or the work environment.

s Job skills training that upgrades employee skills, extends
their skills, or qualifies workers for a job.

The survey was mailed to nearly 12,000 establishments.
After accounting for establishments that were out of busi-
ness or that were found to be otherwise ineligible to partici-
pate in the survey, the viable sample size was 11,068. A total
of 8,467 establishments provided data to the Bureau, result-
ing in a usable response rate of 71.3 percent. The survey was
conducted through the mail, with a follow-up telephone call
in some cases. Because establishments have a wide range of
recordkeeping practices, no attempt was made in the design
of the survey to collect information on aspects of training
programs that might require records, such as the number of
participants, total hours spent in training, or costs of provid-
ing formal training. (The Bureau plans to conduct a second
training survey in 1995 that will collect information on these
measures of the intensity of formal training; see the box be-
low for details.)

As an example of a typical question in the survey, each
respondent was asked, "During 1993, did your establishment
provide or finance formal training in basic reading, writ-
ing, arithmetic, or English language skills for any of its
employees?”

The Bureau of Labor Statistics plans to conduct a second
survey of employer-provided training in 1995. This sur-
vey will have three basic objectives. The first is to collect
information from employers to construct esimates of the
intensity of any formal training they offer, including the
number of hours of formal training they provide, the num-
ber of participants in their formal training programs, and
estimates of selected costs of the programs. The second
objective is to collect information from employees that
will permit the construction of estimates of the amount
and proportion of time that is spent in formal and on-the-
job, or informal, training activities. The third objective,
which also requires the collection of information from
employees, is to construct estimates of the wage and sal-
ary costs of time spent in training for both formal and
informal training. Included will be a division of these
costs by broad occupation groupings.

The 1995 Survey of Employer Provided Training

The 1995 survey is designed as a personal visit sur-
vey. Based on field research, the Bureau believes that
a personal visit is necessary to collect accurate and
complete information on intensity measures of training,
both formatl and informal. Experienced BLS field econo-
mists will provide survey respondents with the materials
needed to keep track of training activities over a 2-week
period.

As part of the second and third objectives, the Bur-
eau will select two employees at random at each estab-
lishment and ask them to answer some basic background
questions, as well as to fill out a training activity log for 1
week. The collection of information from employees at
establishments is both innovative and experimental, and
will provide a more complete picture of the nature of
the training (both formal and informal} offered by
establishments.
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The answers to this question were used to estimate the
proportion of all establishments that provided or financed
training in basic reading, writing, arithmetic, or English lan-
guage skills for any of their employees during 1993. In addi-
tion to this national estimate, the sample of establishments
was selected in a way that estimates could also be made for
establishments in nine major industry groups and five dif-
ferent employment size classes. The industry groups con-
sisted of mining; construction; durable goods manufactur-
ing; nondurable goods manufacturing; transportation and
public utilities; wholesale trade; retail trade; finance, insur-
ance, and real estate; and services. The employment size
classes were: fewer than 50 employees; 50 to 99 employ-
ees; 100 to 249 employees; 250 to 499 employees; and 500
or more employees. We report results only for small (fewer
than 50 employees), medium-sized (50 to 249 employees),
and large (250 or more employees) establishments,

In addition to gathering information on the six major cat-
egories of formal training described earlier, the survey col-
lected further detailed information on various types of for-
mal job skills training. The box on page 7 presents a detailed
list of the job skills categories developed for the survey.,

The survey also collected information on several other
aspects of the training programs provided or financed by
establishments. Questions were asked as to why establish-
ments did or did not provide basic skills training, why they
did or did not provide job skills training, how they selected
employees for job skills training, and how they judged the
success of their programs.

Finally, the survey asked each respondent to give infor-
mation on various characteristics of the establishment that
were thought to be either positively or negatively correlated
with the provision of formal training. In addition to obtain-
ing information on the industry and the number of employ-
ees in each establishment, the survey asked the respondent
to estimate the number of employees working part time, the
number covered by a collective bargaining agreement, and
the number employed at the establishment for less than 1
year. The respondent was also asked whether the establish-
ment offered certain worker benefits or used particular work
practices during 1993. (See the box on page 8 for a descrip-
tion of the work practices examined in the survey.}

Patterns in formal training

Table 1 presents estimates of the incidence of formal train-
ing programs for all establishments and for each of the three
major employment size classes. Only 69 percent of small
establishments provided training in 1993, compared with
nearly all medium-sized and large establishments. Because
most establishments are small, the overall proportion of all
establishments offering training was only 71 percent. How-

m Percent and type of formal tralning In private

nonform establishments, by size of establishment,
1993
250 or
Characteristic Total "':'\:.5'0 st more
empioy- | ®MPRY- | amplay-
P o8 oes
All establishments
[thousands)' ................. 4,501 4,198 257 46
All establishments that
provided any formal
training:
Number (thousands) .... 3,192 2,895 251 46
Percant? ..o 709 689 97.9 99.3
Parcent of all
establishments
with format:? )
Orientation training ...... 318 285 749 925
Safety and health
FRINING .evverecmeverreerene 324 29.5 702 88.3
Apprenticeship
raining ......cocoevnrennn 188 17.5 356 511
Basic skills training ...... 22 1.7 7.2 19.3
Workplace-related
L2 112114 s RO 36.1 33.0 77.3 89.6
Job skills training ......... 48.6 45.8 85.8 95.9
Other .o 41 3.6 105 171
' The sampling frame does not include establishments that came inta
existence after selection of the sample. Therefore, the survay estimates of
the total number of astablishments wilt likely differ from the population val-
uaes.
2 Establishment counts shown are rounded to the nearest thousand,; per-
cents were calculated using unroundeg data.
3 Respondents could choose more than one category.

ever, because a disproportionate share of U.S. workers is em-
ployed by large establishments, 9 in 10 employees worked in
establishments that provided some kind of formal training
during 1993.

Some types of formal training were more prevalent than
others. Nearly half of all establishments provided formal jobs
skills training in 1993, while orientation, safety and health,
and workplace-related training were each provided by about
1 in 3 establishments. Less than 3 percent of all establish-
ments offered formal training in basic reading, writing, arith-
metic, and English language skills. Larger establishments
were more likely than smaller ones to provide formal train-
ing of all types. For example, 19 percent of all large estab-
lishments, but only 2 percent of small ones, offered basic
skills training. Similarly, nearly all large establishments pro-
vided some type of formal job skills training during the year,
compared with fewer than half of small establishments.

Industry differences. The provision of formal training var-
ied somewhat across industries. Slightly less than 60 per-
cent of all construction establishments offered such training
in 1993, compared with roughly 3 out of 4 establishments in
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each of the following industry groups: finance, insurance,
and real estate; services; and transportation, communica-
tions, and public utilities. (See table 2.)

Basic skills training. Among establishments that provided
formal basic reading, writing, arithmetic, or English lan-
guage skills during 1993, the most frequent reasons for do-
ing so were to reduce errors and waste (56 percent) and be-
cause basic skills were thought to be critical to technology or
production methods (52 percent). The latter reason was the
one cited most frequently by large establishments (68 per-
cent). About one-quarter of all establishments reported that
they offered basic skills training to meet safety and health
requirements. Nearly 15 percent of all establishments cited
an inability to hire employees with adequate skills as a rea-
son for providing such training, although less than 7 per-
cent of large establishments gave this as a reason. Finally,
nearly 5 percent of all establishments reported that basic
skills training was required as part of a collective bargain-
ing agreement (See table 3.) '
Among establishments that did not provide formal basic
reading, writing, arithmetic, or English language skills dur-
ing 1993, nearly 70 percent reported that their employees
had adequate skills for the job. A slightly higher percentage
of large establishments, 78 percent, gave this reason. Simi-

larly, while only 2 percent of all establishments reported that
the cost of basic skills training was too high, 6 percent of
large establishments said the same,

Job skilis training. The three types of job skills most com-
monly taught through formal training programs were sales
and customer relations skills, management skills, and com-
puter skills. While about | in 4 establishments provided
training in these areas, 1 in 12 provided formal training in
food, cleaning, protective, and personal service skills. Job
skills training of all types increased with the size of the
establishment. More than 80 percent of large establishments
provided management skiils training and computer skills
training, and more than 71 percent offered training in sales
and customer relations skills. (See table 4.) The types of
training an establishment provides may reflect any number
of factors, including the occupations of its workers, the
types of job skills that are most easily taught formally rather
than informally, and the types of skills that are most com-
monly taught in the workplace, rather than in schools.

The most frequently cited reason establishments of all
sizes gave for offering formal job skills training in 1993 was
that the training was necessary to provide skills specific to
their organization (75 percent). Other important reasons for
offering formal job skills training among establishments of

Presence and type of formal training in private nonfarm establishments, by industry, 1993
Manufacturing poli‘:ns ! Fi:mnce.
ction nsur-
Conshue- commun- ang
Characteristic Total Mining H Non- cations, |Wholesale| Retail S, | Services
on Total | Puroble | ducble |  and tode | hade | and
goods goods | public recl
utilities estate
All establishments
(thousands)' ................... 4,501 21 g 309 186 124 194 345 1,224 429 1,598
All establishments
that provided any
formal training:
Number (thousands) ..... 3,192 15 224 213 127 86 142 242 849 323 1,185
Percent ......ooooeoeienne 709 69.0 58.8 68.9 68.7 69.2 732 70.0 69.3 75.3 741
Parcent of all
establishments with
formal:*
Orientation training ....... 318 355 224 318 306 336 389 326 325 30.7 32.7
Safety and heaith

2raINING ..ceeeeeerrene 324 516 32.9 428 449 396 4386 31.2 314 19.5 33.2
Apprenticeship

raining ..o 18.9 174 201 14.7 13.9 16.0 26.4 14.5 19.2 223 184
Basic skiils trainin 22 4.7 7 5.2 58 4.3 34 20 1.9 32 1.8
Workplace-related .

[{E: TIgT1q o OO 361 37.0 257 339 325 36.1 45.2 33.8 36.2 39.2 374
Joib skills training 436 477 322 478 471 48.9 57.0 52.0 43.1 58.1 526
Other ..., 41 5.3 23 56 6.6 43 10.6 4.7 32 44 4.0

' The sampling frame does not include establishments that came into ex- ? Establishrnent counts shown are rounded to the nearest thousand; per-
istence after selection of the sample. Therefare, the survey estimates of the cents were calculated using unrounded data.
total number of establishments will tikely difter from the population values. * Respondents could choocse more than one category.
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The survey asked respondents whether they provided for-
mal training in any of seven different categories during
1993. The types of job skills training are:

o Management skills training, which includes: Super-
visory skills such as managing employees effectively;
motivating employee performance; resolving conflicts;
conveying goals; monitoring production; and promot-
ing employee development.

Employment practices such as hiring practices; com-
pleting employee performance evaluations; implemen-
tation of EEO regulations; collective bargaining provi-
sions, and sexual harassment policies.

Professional and technical skills training, which
includes: Professional areas, such as art, biology, busi-
ness, chemistry, engineering, health diagnoses, law, etc.

Technical areas, such as drafting, electronics, medi-
cal technology, etc.

o Computer skills training, which includes: General
computer literacy; computer-related policies and proce-
dures, including computer security; standard commer-
cial word-processing software; other standard commer-
cial software, such as desktop publishing, spreadsheet,
graphics, computer-aided design, accounting, and

Defining job skills training

statistical packages; software applications developed or
tailored for the establishment; computer programming
languages; and methods to develop software applications.

Sales and customer relations skills training, which
includes: Sales technigues; information about the
firm’s product line; and maintaining or improving cus-
tomer relations.

Clerical ard administrative support skills training,
which includes: Administrative recordkeeping, such
as budget, payroll, or scheduling; business writing; typ-
ing and data entry; and other secretarial skills such as
filing.

Food, cleaning, protective, or personal services train-
ing, which includes: Food services, such as waiting
tables and preparing food; cleaning services; protective
services, such as security and detective work; and per-
sonal services, such as child care and tailoring.

Production-related skills training, whichincludes:  Op-
eration of machinery or equipment; repair of machin-
ery or equipment; and production processes, such as
manufacturing, assembly, distribution, installation, and
inspection.

all sizes were to keep up with changes in technology or pro-
duction methods and to retain valuable employees; each of
these reasons was cited by at least half of those providing
formal job skills training. (See table 5.)

Establishments used a variety of methods for selecting
employees for formal job skills training. During 1993, more
than half of all establishments that provided formal job skills
training made the training available to all of their employ-
ees. About a third of all establishments had supervisors
choose employees who they believed required training to rem-
edy deficiencies. About 1 in 4 establishments reported hav-
ing employees volunteer for training, and a similar percent-
age chose those with promotion potential, The proportion of
large establishments that chose employees who had deficien-
cies in various skills (63 percent) was nearly twice that of all
establishments (34 percent). Large establishments were also
more likely than all establishments to have employees vol-
unteer for training (55 percent versus 27 percent). Training
employees in order to comply with collective bargaining
agreements was notable only in establishments with 250 or
more employees—13 percent of such establishments cited
that reason—as larger establishments are more likely to be
unionized.' (See table 6.)

Presence of formal basic skills training In privale
nonfarm establishments, by reason for training
and size of establishment, 1993

Fewer 250 or
50 to 249
than 50 more
Characteristic Total employ- employ- employ-
ees eos ees
All establishments that
provided any formal
basic skills training
{thousands) ................ 99 72 18 ]
Percent, by reason:’
Ta reduce errors
and waste. ................... 56.0 58.3 45.7 559
To meet safety and/or
health requirements ..... 239 26.6 146 20.8
Basic skills are critical
to technology and/for
production methods ... 51.8 450 709 67.7
Asapartofa
collective bargaining
agreement ... 4.9 53 1.9 7.7
Unable to hire
employees with
adequate skills ............. 14.8 18.0 6.0 6.8
Other ..o 31.2 30.0 319 39.5

' Respondents could choose more than one category.
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Training and the organization of work

The survey asked establishments whether they employed
any of cight alternative workplace practices. While the
way in which work is organized in U.S. establishments is
extremely complicated, this somewhat simple list of eight
practices was culled from the literature in the hopes of
describing general trends. In addition, the popular con-
cept of a “high-performance” workplace resists a simple
definition, and no attempt is made to estimate the pro-
portion of such workplaces from the data in the survey.
The eight workplace practices examined by the survey
are:

o Just-in-time inventories, which are a method of inven-
tory control and production where firms keep very
small amounts of supplies on hand. Products are as-
semnbled from parts received “just in time” once orders
for the products are also received. This method of pro-
duction tends to reduce lot sizes and make deliveries
much more frequent.

o Worker teams, which are small, intact groups of work-
ers whose members have the authority to handle inter-
nal processes as they see fit in order to generate a spe-
cific group product, service, or decision.

s Total quality management, which is an organizational
management approach in which the core ideas include
doing things right the first time, striving for continu-
ous improvement, and a devotion to understanding and
meeting customer needs.

® Quality circles, which are generally voluntary groups
of workers brought together for an hour or so a week to
come up with solutions to problems concerning work-
ers and productivity,

» Peer review of employee performance, which is a
performance appraisal system in which employees’
work performance is evaluated (at least in part) by
coworkers.

* Compensation increases based on a “pay for knowl-
edge” system, which is a pay system in which compen-
sation is based on mastering new job-related skills. It
is an alternative to pay systems where compensation is
linked to a particular job,

* Employee involvement in the firm's technology- and
equipment-purchase decisions, which is an organiza-
tional policy in which employees have a say in tech-
nology- and equipment-purchase decisions that affect
them.

o Job rotation, which is a work design system that al-
lows employees to rotate among different jobs.

The following tabulation lists the number of establish-
ments employing cach of these eight types of workplace
practices. (Respondents could choose more than one cat-
egory.) In addition, among establishments that employ
each particular practice, the proportions that also provide
any formal training are listed. As the tabulation indicates,
compared with all establishments, an establishment with
any of these particular workplace practices is, without ex-
ception, more likely to provide formal training.

Percent
providing any
formal training

Total
establishments
{in thousands)

All establishments' ........ 4,501 70.9
Establishments adopting;

Just-in-time

INVENtories ..o, 362 73.7
Worker teams ............. 436 83.6
Total quality

management ............. 655 86.6
Quality circles ............ 147 89.5
Peer review of

employee

performance ............. 340 89.0
Increases in

compensation based

on “pay for

knowledge” system .. 305 84.8
Employee involvement

in technology- and

equipment-purchasing

decisions ..o 491 84.5
Job rotation 387 84.6

! The sampling frame does not include establishments that came into
existence after selection of the sample. Therefore, the survey estimates of
the total number of establishments will likely differ from the population
values.
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Prasence and type of formal job skills training in
private nonfarm establishments, by size of
establishment, 1993
Fewer 250 or
50 to 249
than 50 _ | more
Characteristic Total employ- an;:;l;:y employ-
eas 23
All establishments
(thousands)' ..., 4,501 4,198 257 45
All establishments that
provided any formal job
skills training:
Number (thousands)....| 2,188 1,823 220 44
Percent? ........ccooenene. B.6 458 85.8 95.9
Percent of all
astablishments by
type of farmal job
skills training 2
Managemeni skills . 244 2114 86.7 858
Professional and
technical skills ............ 18.5 17.2 338 539
Computer skills ............ 257 23.1 58.1 826
Sales and customer
relations skills ............ 28.1 258 57.7 711
Clerical and
administrative
support skills .............. 16.9 15.1 38.9 B1.1
Food, cleaning,
protective, or
personal service
SKillS oo 8.4 72 252 276
Production-related
ACHVITIBS -.ocoeeeerrne i7.4 i5.7 38.1 58.4
Other formal
job skills ... 8.0 72 17.3 233
' The sampling frame does net include establishments that came into
existence after selection of the sample. Therefore, the survey estimates
of the total number of establishmants will likely differ from the population
values.
2 Establishment counts shown are rounded to the nearest thousand; per-
cents were calculated using unrounded data.
? Respondents could choose more than one category.

Subjective measures were most frequently used for meas-
uring the success of formal job skills training. More than
half of all establishments reported using supervisory evatua-
tions of overall worker performance after training, and work-
ers’ own opinions of training were used by 4 in 10 establish-
ments. Reflecting the relatively greater difficulty of finding
objective measures of success, only 30 percent of establish-
ments reported using specific measures such as fewer mis-
takes or increased output as metheds of judging success,
Similarly, only 22 percent used general effects on employee
behavior, such as reduced absenteeism or lower turover,
and about 12 percent of establishments reported using writ-
ten tests. (See table 7.)

Nearly two-thirds of establishments that did not provide
formal job skills training in 1993 reported that on-the-job
training satisfied their needs. An even greater proportion
(83 percent) of medium-sized and large establishments com-

bined cited this reason.? Less than 10 percent of all estab-
lishments reported that the cost of formal training was too
high or that they were unwilling to provide formal training
due to a fear of losing trained employees to other employers.
(See table 8.)

Likelihood of providing formal training

The preceding section reported the incidence of formal train-
ing by size and industry. One limitation of the analysis in
that section is that the effects of size and industry are exam-
ined separately and in isolation from other characteristics of
establishments. Thus, what may appear 1o be an important
connection between, for example, industry affiliation and the
provision of training may in reality be masking the fact that
a disproportionate share of establishments in the industry
are small—and therefore less likely to provide training. As
a case in puuu it was found that nearly all of the .argest
firms provided training. At the same time, only 59 percent
of establishments in the construction industry offered for-
mal training. Construction establishments tend to be smaller
than average; the mean size of all establishments surveyed
was 78 employees, but in construction the mean was 12 em-
ployees. To what extent, then, is the relatively low propor-

RIEEE  Presence of formal job skills raining in private

nonfarm establishments, by reason for training
and size of establishment, 1993

Fewer 250 or
50 to 249
than 50 more
haracteristl -
Characteristic Total employ- on;;:l:y employ-
e0s s
All establishments that
provided any formal job
skills training
{thousands) .........ccceeuees 2,188 1,923 220 44
Percent, by reason:’
To provide skills
specific to
establishment............. 75.0 734 86.8 87.2
To heip retain
valuable
employess ..., 526 50.1 £9.8 75.8
To upgrade employee
skills in response 1o
changesin
technology, production
methods, or both ........ 53.4 51.7 635 78.3
Inability to hire
employges with
adequate skills.......... . 13.0 12.9 12,4 18.7
Requirement of law or
reguiation ................... 24.6 22.7 75 43.6
Requirement by
collective bargammg
agreement ... rereen 14 1.1 30 9.6
Other reasons .............. 65 6.7 4.5 6.5

" Respondents could choose more than one category.
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tion of establishments in the construction industry that offer
formal training influenced by the relative sizes of establish-
ments in the industry? Or, more generally, to what extent do
an establishment’s characteristics influence the likelihood
of it providing training? To measure the independent contri-
bution of different characteristics of an establishment—such
as size, industry affiliation, and the existence of alternative
workplace practices—it is necessary to separate those char-
acteristics. The technique employed in this section, logistic
regression, enables us to estimate the probability that an es-
tablishment with any given set of characteristics provides
training, as well as to measure the impact that a change in
any given characteristic (such as the size of the establish-
ment) has on this probability after controlling for the values
of all other characteristics.

The characteristics this article uses to describe an estab-
lishment in the logistic regression are the proportton of em-
ployees with less than | year of tenure, the number and types
of benefits offered by the establishment, the number and types
of alternative workplace practices used by the establishment,

m Presence of formal job skills training in private
nonfarm establishments, by method of choosing

employee trainees and size of establishment,

1993
Fewer 250 or
50 to 249
Characteristic Total | ManS0 1 G pioy- | more
employ- eas employ-
ees oes
All establishments that
pravided any formal job
skills training
{thousands) ................... 2,188 1,923 220 44
Percent, by method of
choosingemployee
trainees:’
Training made
available to
aliemployees ........... 55.6 556 56.0 511
Employees
voluntesr .................. 265 24.6 374 54.8
Supervisors choose
employees who

they believe require
training to remedy
deficiencies .............. 33.8 31.0 52.4 626
Supervisors choose
employess with
promation
potential ................... 24.7 222 42.5 482
Collective bargaining
agreement dictates
which employees
are trained ................ 1.6 12 16 12.5
Senior employees
are generally
trained first ............... 6.5 6.3 9.3 5.0
Other metheds ........... 10.8 106 10.4 19.6

' Respondents could choose more than one category,

10 Monthly Labor Review  May 1995

the size of the establishment, the proportion of employees
who work part time, and the proportion of workers covered
by a union or collective bargaining agreement. Before turn-
ing to the results of the regression, let us consider how these
variables might affect the provision of training according to
economic and management theory.

Tenure of workers.  The relationship between the provision
of formal training and workers’ expected tenure with an em-
ployer is straightforward to predict. Training presumably
increases an employee’s productivity. The longer employees
stay with an establishment after receiving training, the more
profitable the investment in training has been to the employer.
Therefore, employers would be likely to concentrate their
training efforts on those they expect to stay with the firm.

In addition, the provision of training may increase worker’s
expected tenure by reducing turnover. Economists distin-
guish between two types of skills developed through train-
ing: general skills, which can be used at various firms, and
specific skills, which can be used only at the current firm. To
the extent that training is specific, it may raise a worker’s
productivity at his or her firm relative to other firms, It is
rational, then, for the firm that offers the training to pay the
trained worker more than other firms would. Such premium
wages may encourage employees to stay with the employer.

In considering the relationship between employees” ten-
ure and the provision of training, however, it is important to
distinguish between workers’ expecred tenure and their cur-
rent tenure. The relationship between the provision of train-
ing and workers’ current tenure is not as clear as that be-
tween the provision of training and their expected tenure. It
can be argued that employers train workers with short ten-
ure in order to bring them “up to speed” and that the em-
ployers expect to enjoy the returns to the investment in train-
ing over a longer period than if they delayed training. On
the other hand, firms may hold off training until it is clear
that an employee is unlikely to leave. The former strategy
would increase the association between training and short
average tenure, while the latter would imply a correlation
between training and long tenure. In the following analysis,
we test whether establishments with a high proportion of
short-tenured employees (less than 1 year of tenure} are more
or Jess likely to provide training than those with fewer short-
tenured workers.

The training survey contained a question on the propor-
tion of workers with less than | year of tenure. While the
survey did not contain a measure of the expected tenure of
employees, many of the other variables can be anticipated to
correlate with expected tenure. Several characteristics of the
firm may reflect a commitment to the development of a long-
term relationship with the employee. These are discussed in
the sections that follow.,




Presence and criteria for Judging success of

formal job skills fraining in private nenfarm
establishments, by size of establishment, 1993
aracteristic Total employ- or:;:l:y employ-
e8s [I-H
Al astablishments that
provided any formal job
skills training
(thousands) .........cccoee..e. 2,188 1,923 220 44
Percent, by method of
judging success of
training:'
No evaluations
are periormed ............ 18.5 19.5 1.2 8.8
Workers' opinions
ofraining ................ 40.9 391 51.5 64.8
Supervisory
evaluation of overall
worker performance
after training ............. 55.2 53.2 703 67.7
Supervisory
evaluation using
specific measures
such as fewer
misiakes or
increased output ...... 29.6 28.2 392 445
General effects on
employee behavior,
such as reduced
absentesism or .
lower turnover ._.._..... 221 20.1 36.1 40.7
Written tests 124 10.5 227 28.8
Other methods ........... 5.0 4.8 6.2 10.2
' Respondents couid choose mors than one category.

Benefits. One would expect that, to the extent that the pro-
vision of both benefits and training reflects employers’ com-
mitments to retaining their employees, training may be cor-
related with the provision of certain types of benefits. For
example, pensions can be thought of as a deferred wage pay-
ment, and the deferral of the payment can be expected to
discourage turnover. Similarly, the provision of family leave
or employer-financed child care might retain workers with
children. Hence, any decrease in turnover that arises through
reducing the incentive to quit may be correlated with the
provision of training. Finally, a high level of benefits of any
type may reflect a generalty high level of compensation, simi-
larly reducing the incentive to quit.

Workplace practices.  Inrecent years, many employers have
adopted a number of alternative workplace practices with
the primary goal of increasing productivity. The survey asked
establishments whether they used each of the following prac-
tices: just-in-time inventories, worker teams, total quality
management, quality circles, peer review of employee per-
formance, increases in compensation based on a “pay for
knowledge™ system, employee involvement in the estab-

lishment’s decisions to purchase technology and equipment,
and job rotation.

The relationship between the adoption of such alternative
practices and the provision of training is not necessarily
clear. Theoretically, firms that adopt new practices must, by
definition, train their workers in the skills required to carry
out those practices. For example, a quality circle is a struc-
ture through which employees examine and develop solu-
tions to problems traditionally dealt with by management. It
would seem that the successful operation of a quality circle
would require training in quality theory and group processes,
at a minimum, There is evidence, however, that many firms
employ a number of these practices without formally pro-
viding their workers with additional skills.?

Further evidence suggests that firms which successfully
adopt such practices are likely to have an above-average pro-
portion of workers with long tenure. Some propose that long-
tenured employees are more likely to be willing to forgo
short-term individual goals in favor of longer term estab-
lishment goals.* Thus, the adoption of new practices may be
most successful in those establishments in which there is
already a high degree of employer-employee commitment.
If this commitment is linked to training, then establishments
adopting such practices would also have a high likelihood of
providing training. '

Size of establishment. The limited empirical evidence on
the relationship between training and the size of the estab-
lishment indicates that employees of large firms are more
likely to receive job training than are employees of small

MDsance of formal job skills training in private
nonfatm establishments, by reason and size of
establishment, 1993

Fewer S0 or
than 50 more
Total
Characteristic employ- employ-
e8s [-1-1
All establishments that did not
provide formal job skills training
{thousands} .........c.occveernene 2313 2,275 38

Percent, by reason:!
On-the-job training
satisfies needs ........coeeee.. 65.2 64.9 2.8
Only workers with
necessary job skills

are hired ........cccccooerimierennnn. 28.2 281 347
Cost of formal training
IB100 Nigh ..o 7.8 7.8 9.2

May train employees
and then lose them
toother firms ._......cccooevevanne 3.1 34 1.6

Other reasons .........ceoeee.ee., 219 22,0 1.3

! Respondents could choose more than one category.
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firms.> One theory holds that large firms are more likely to
train workers than are small firms because of economies of
scale. That is, the average per-employee costs of developing
and conducting formal training would decline as more em-
ployees participate in the training. Such costs, which often
include the costs of hiring a trainer, developing a curriculum,
and acquiring training space, can be spread over many em-
ployees in a large firm. By comparison, small firms would be
more likely to use informal, on-the-job training methods as a
means of teaching their employees how to perform their jobs.

Another theory maintains that large employers are gener-
ally more likely to take risks than are small employers and

_ Probability of providing tralning in representative
small and otherwise identical establishments,
excepl for specified characteristic

Any Job skills | Basic skills
Characleristic fralning tratining fraining
Representative small
establishment' ... 67.0 515 0.2
Otherwise identical
establishment, except for:?
50 percentparttime ............. [66.0] [50.3] [.2]
33 percent less ]
than 1 year .. 69.3 54.4 [.2]
Offers four beneflts 74.0 60.9 3
Uses one workplace
practics ... 774 68.1 4
Union? e 78.6 [64.4] .2
Industry*
MINING o 52.2 316 9
Construction ..........crenmirmivanes 52.0 276 [.5]
Durable goods
manufactunng ............c..oee. 423 223 9
Nondurable goods
manufacturing ...........c....... 42.4 279 [.3]
Transportation,
communication,
and utilities ..o (58.9) [45.7] 1.0
Wholesale trade .. 43.6 30.7 [.4]
Retailtrade..........ccocooceee 54.6 35.4 7
Finance, insurance,
and real estate ................ [67.6] [56.2] 14

' A rgpresentative small establishment is in the service industry and has
five employees; 12 percent work part time, and 13 percent have less than 1
year of tenure; it has no union, offers three benefits, and uses no alternative
work practices. Characteristics of a representative establishment represent
medians for each characteristic among establishments in the size class.

2 Characteristics for comparison represent those of establishments at the
75th percentile for each characteristic.

* Less than 25 percent of small and medium-sized establishments have
unionized employeses. The measuremert here represents movernsent from
0 {no union) to 1 (100 percent unionized).

* The service industry is used as the representative industry, as it accounts
for the largest proportion of establishments in the sample.

NOTE: Brackets indicate that the stated probability of training is not sig-
nificantly different (at the 5-percent level) from that of a representative
establishment.
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are thus more willing to train many employees—including
those that are more likely than others to quit. Proponents of
this theory argue that large firms can afford to take more
risks because they do more initial job screening.®

The positive relationship between the size of an estab-
lishment and the training it offers has also been linked to the
fact that large firms tend to have more physical capital, and
tend 1o upgrade their physical capital more often, than small
firms do. As a result, large firms may have a greater incen-
tive to train and retrain their workers on how to use their
equipment and machinery. This theory relies on the notion
that human and physical capital are complementary and that
the efficiency of physical capital is enhanced by investment
in human capital.

Some sociologists have suggested that large firms train
their workers because they have more problems creating co-
hesive work environments than do smaller firms. The large
firms may use formal training to promote uniform activity
and “organizational citizenship.”” Yet another theory sup-
poses that large firms offer more training because they enjoy
lower required rates of return on their investments in train-
ing because of better access to capital markets.?

Proportion of part-time workers. The proportion of work-
ers in an establishment who work part time may have some
relationship to the provision of worker training, The payoff
to training is less with workers who would use the skills for
fewer hours per week. Thus, it is reasonable to expect that,
the larger the proportion of employees who work part time,
the less likely the employer is to provide training.

Union concentration. There are conflicting theories on the
relationship between union concentration and the availabil-
ity of training in a firm, although most of the theories sug-
gest that firms with unions would be more likely to offer
training than would others, Because union jobs pay higher
wages than nonunion jobs do, there may be less turnover
among union workers. In addition, collective bargaining
agreements may require that employers provide training. If
firms can rely on lower turnover, they may be more likely to
offer training to union workers. Alternatively, because union-
ized firms generally pay higher wages, they may hire only
workers who are aiready trained, thus lowering their need to
provide training.

Unions sometimes conduct their own training, especially
in the construction trades, where traditional apprenticeships
continue. Employers contribute financial support, but in re-
turn expect to hire qualified craftspersons, who may neither
require nor receive any additional training. This would re-
duce the employers’ need to train employees.

Results of the logistic regression.  Logistic regression, also
called logir analysis, estimates the probability of a given




event (the dependent variable) as a nonlinear function of a
set of independent variables.® In the case of training, for
any given set of establishment characteristics, logistic re-
gression enables the analyst to assign a probability that the
establishment provided formal training.

To determine which variables affect the probability of
training, the following establishment characteristics were
examined: the size of the establishment," the number of
benefits offered (from the list in the survey), the number of
high-performance workplace practices adopted (from the list
in the survey), the percentage of workers employed at the
establishment for less than 1 year, the percentage of em-
ployees working part time, the percentage covered by a
union, and the establishment’s industry group.'' The analy-
sis examined the effects of these variables on the probability
of providing (1) any formal training,'? (2) formal job skills
training, and (3) training in basic skills."

Results of the logistic regressions are shown in tables 9,
10, 11, and 12. Because the effects of the variables differ by
size of establishment, results are presented for establish-
ments of different sizes. For ease of presentation, in each
size class and for each characteristic, the likelihood of a
representative establishment's providing training is com-
pared with that of an establishment that is identical, except
for the specified characteristic. A representative establish-
ment is defined as that establishment with the median char-
acteristics of each variable for its size class,"* For example,
if half of small establishments offer more than three ben-
efits and half offer fewer, the representative small establish-
ment would offer exactly three benefits. Note that the repre-
sentative establishment is assigned to the service industry,
as this industry is the largest in each size class.

For each variable, the probability of providing training
by the representative establishment was compared with the
probability of providing training by an otherwise identical
establishment with a value of the variable at the 75th per-
centile in its size class.” For example, the representative
small establishment, which uses no alternative workplace
practices (“work practices” hereafter), is compared with an
otherwise identical establishment with exactly one work
practice—the value at the 75th percentile among small es-
tablishments. This exercise shows the separate effect of each
variable on the provision of training. After the exercise is
performed for establishments in each size class, the effect of
size on the likelihood of providing training is examined.
This is done by comparing the representative medium-sized
establishment, with 85 employees, with otherwise identical
establishments with 5 and 450 employees, the median num-
bers in small and large establishments, respectively. The re-
sults of these comparisons are shown in table 12,

Number of benefits and work practices.  As shown in tables
9 through 11, both the number of benefits and the number of

Probability of providing fraining in representative

medium-sized ond otherwise identical
establishments, except for specified
characteristic
Any Job skilis | Basic skills
Characteristic tralning raining fraining
Representative medium-sized
establishment™ ..................... 98,7 95.9 46
Otherwise idantical
establishment, except for; 2
42 percent part ime .............. (98.7] [95.6) [4.0]
35 parcent less than
LN L | 98.8 [96.0] [4.5)
Offers six banefits ................. §9.2 97.2 57
Uses three workplace .
Practicss .........coccoevvreiniran 99.0 971 5.8
UNIoN? e 99.3 [96.3) [4.9]
Industry: *
[ 11311« [OOSR 97.7 [94.9] 9.7
Construction............coueeen. 97.7 [94.0 [6.6]
Durable goods
manufacturing ................... 96.6 [93.4] 1.9
Nondurable goods
manufacturing ................... 96.6 92.8 [7.3)
Transportation,
communication,
and utilities ....................... {98.2] [97.4] 8.2
Wholesale trade .. . 96.8 [94.0) 6.5
Retailtrade ..., 97.9 [95.7] [6.0]
Finance, insurance, and
realestate ..., [98.8] [97.7] 154
! Arapresentative medium-sized establishment is in the service industry
and has 85 employees; 10 percent work part tima, and 20 percent have less
than 1 year of tenure; it has no union, offers five benefits, and uses two
alternative work practices. Characteristics of a representative establishment
represent medians for each characteristic among establishments in the size
class.
2 Characteristics for comparisen represent those of establishments at the
75th percentile for each characteristic.
® Less than 25 percent of small and medium-sized establishments have
unionized employees. The maasurement here represents movement from
0 (no union) to 1 (100 percent unionized).
* The service industry is used as the representative industry, as it ac-
counts for the largest proportion of establishments in the sampla.
Note: Brackets indicate that the stated probability of training is not
significantly different (at the 5-percent level} from that of a representative
astablishment.

work practices are strong predictors of training. For the pro-
vision of any training and job skills training, the effects of
benefits and practices are clearest for small establishments,
as the representative medium-sized and large establishments
are already virtually certain to provide training in both of
these categories. For example, a representative small estab-
lishment offers three benefits and has a probability of pro-
viding any formal training of 67 percent: the probability in-
creases to 74 percent for an establishment with identical
characteristics that offers four benefits. (See table 9.) Simi-
larly, if the establishment provides just one workplace prac-
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tice, instead of the median zero, the probability of providing
job skills training jumps from 52 percent to 68 percent.

For basic skills training, on the other hand, the effect is
clearest for medium-sized and large establishments, as the
representative small establishment is virtually certain not to
offer such training. (See tables 10 and 11.) The likelihood of
providing basic skills training for a representative large es-
tablishment is 15 percent; the probability increases to 22
percent if the establishment uses four work practices rather
than the median two.

The strong association between work practices and the
provision of formal training supports the idea that “high-

Probability of providing training in representative
iarge and otherwise Identical establishments,
except for specified characteristic

Any Job skills | Basic skills
Characteristic training fraining training
Representative large
establishment’ ... 99.7 98.6 15.2
Otherwise identical
establishment, except for:?
22 percant part time .............. [99.7] [98.5] 13.5
39 percent less than
1 YOAT oot 99.8 [98.7] [13.9]
Offers seven benefits ............ 99.8 99.2 17.4
Uses four workplace
PrACtiCos ... 99.8 99.3 220
Inion® 909 [98.4] [15.3]
Industry:*
[V ITN2Ts O 89.5 [98.8] [20.4])
Construction .........c..ccoceiiens 995 [98.6] [16.0]
Durable goods
manufacturing ........c....... 99.3 [98.8] 26.8
Nondurable goods
manufacturing .......coceeeen. 993 [98.1] 229
Transportation,
communication,
and utilities ..................c..... [99.6] 99.4 [15-3]
Wholesale trade 99.3 [98.5] [16.5]
Retailtrade ...........ccccviinn 99.6 [89.0] [11.2]
Finance, insurance, and
real @state ... vrneene e [99.8] [99.4] nz

1 A representative large establishment is in the service industry and has
450 employees; 3 percent work pant time, and 13 percent have less than 1
year of tenure; it has no union, offers six benefits, and uses two alternative
work practices. Characteristics of a representative establishment represent
medians for aach characteristic among establishments in the size class.

2 Characteristics for comparison rapresent those of establishments at the
75th percentile for each characteristic.

* Less than 25 percent of small and medium-sized establishments have
unionized employees. The measurement here represents movement from
0 {no union) to 1 {100 percent unionized).

4The service industry is used as the representative industry, as it accounts
for the largast proportion of establishments in the sample.

Note: Brackets indicate that the stated probability of training is not sig-
nificantly different (at the 5-percent level} from that of a representative
establishment.
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performance” workplaces—those that use many of the prac-
tices listed in the survey—are more likely to provide train-
ing.'* And the strong association between the provision of
benefits and that of training supports the idea that the estab-
lishment of a long-term commitment between the firm and
the employee, as manifested in the benefits, increases em-
ployers’ incentives to train workers.

Establishment size. Establishment size by itself also has a
large effect on the provision of training. As shown in table
12, among establishments with the characteristics of the rep-
resentative medium-sized establishment {except size), an
establishment with 450 employees is virtually certain to
provide some formal training (99.6 percent), while an estab-
lishment with 5 employees is less likely to do so (91.5
percent). Essentially the same pattern holds for formal job
skills training. The probability of providing basic skills train-
ing also increases with size: an establishment with 5 em-
ployees has a negligible probability of providing basic skills
training (0.9 percent}, while an establishment with 450 em-
ployees has close to a | in 8 likelihood of doing so.

A comparison of table 12 with table 1 shows that the
effect of size by itself on the probability of offering any for-
mal training, or of offering job skills training, is substan-
tially smaller than a cross-tabulation of establishment size
with the provision of formal training (and job skills train-
ing) would suggest. Larger establishments are likely to pro-
vide more benefits and adopt more work practices than are
smaller establishments, as is shown in the composition of
the representative establishments in tables 9 through 11.
Thus, much of the difference between large and small estab-
lishments in the provision of training is accounted for by
differences in the provision of benefits and the adoption of
work practices.

Other variables.  The other variables discussed at the be-
ginning of this section all have less consistent effects on the
probability of providing formal training. Unionized estab-
lishments were more likely to offer some formal training
than were nonunionized establishments. Results not shown
in this article indicate that the presence of a union has a
substantial effect on apprenticeship training: while the rep-
resentative small, medium-sized, and large firms have prob-
abilities of offering apprenticeship training of 14 percent,
40 percent, and 41 percent, respectively, otherwise identical
unionized establishments have probabilities of 33 percent,
58 percent, and 54 percent. Small unionized establishments
also appear more likely to offer job skills training than does
the representative small establishment, which is not union-
ized. The probability of training increases from 52 percent
to 64 percent if the work force is completely unionized; how-
ever, the difference is not statistically significant at the 5-




Probability of providing fraining in
establishments with characteristics of a
representative medium-sized establishment,
exceapt for number of employees

Any Job skiiis | Basic skills
Number of empioyees training training training
B o s 81.5 886 0.9
85 .. . 98.7 95.9 4.6
450 9986 97.9 19

NoTe: A representative medium-sized establishment is in the service in-
dustry and has 85 employses; 10 percent work part time, and 20 percent
have less than 1 year of tenure; it has no union, offers five benefits, and uses
two alternative work practices. Characteristics of a representative establish-
ment represent medians for each characteristic amoeng establishments in
the size class.

percent level. Unionization does not have a statistically sig-
nificant impact on the provision of job skills training in me-
dium-sized and large firms.

The effect of the percentage of employees who work part
time is small and statistically insignificant in almost all
cases. The effect of the percentage of employees who have
worked at the establishment less than 1 year is also smalil,
possibly reflecting the opposite effects of the need to train
those with short current tenure and the disincentive to train
those with short expected tenure.

In addition to the variables suggested by theory, the effect
of industry on the provision of formal training was examined.
Even holding other characteristics constant, formal training
varies substantially by industry. One of the few patterns that
hold across types of training is that the finance, insurance,
and real estate industry is the industry most likely to provide
both job skills training and basic skills training to employees,

Otherwise, the pattern varies by type of training provided
and by size of establishment. For example, the representa-
tive small establishment in the service industry is more likely
than otherwise identical establishments in most other indus-
tries to provide job skills training, but less likely to provide
basic skills training. Similarly, among nondurable goods
manufacturers, those with the characteristics of the repre-
sentative small establishment are among the least likely to
provide basic skills training, while the larger nondurable
goods manufacturers are among the most likely.

A focus on benefits and work practices.  To obtain the pre-
ceding results, the effects of benefits and work practices were
analyzed by estimating the effect of the number of benefits
and of the number of work practices on the probability of
formal training. This logistic regression specification as-
sumed that the effect of each benefit (or each work practice)

was the same, regardless of the type of benefit {or practice);
that is, only the number of benefits (or practices) mattered.

The rest of this section takes another point of view: logit
models are estimated with variables indicating the presence
or absence of each specific benefit or practice, As before,
representative establishments are constructed in each size
class. If a benefit or practice is used in more than half of the
establishments in a size class, it is assigned to the represent-
ative establishment; otherwise it is not assigned to the repre-
sentative establishment.'” The effect of adding the omitted
benefit or practice to the probability of formal training is
then calculated. Results are shown in table 13.

To see whether there are any differences among the ef-
fects of different benefits (or practices) on the probability of
training, the hypothesis that all benefits (or practices) have
the same effect on training was tested. Different tests were
conducted for small, medium-sized, and large establishments
for job skills training and basic skills training. A single test
was conducted for all size classes for “any training.™'®

The tests show that there are differences in the effects of
different benefits on the probability of providing training,
Tests of the hypothesis that all benefits have the same effect
on the probability of offering training were rejected at the 5-
percent level in all cases, except for basic skills training pro-
vided by large establishments. As shown in table 13, the ben-
efits that appear to have the largest effect are employee
assistance plans and employee weliness plans—that is, ben-
efits that are closely related to a long-term, implicit contract
between the worker and the firm, The existence of an em-
ployee assistance program would appear to imply that the
establishment seeks to retain employees and assist them with
difficulties, rather than replace them with new employees:
employee wellness programs would seem to imply an inter-
est in the health of the employee, again with an eye toward a
long-term commitment. For small establishments, the pres-
ence of pensions also was a strong predictor of the provision
of training. (Small establishments were the only size class of
establishments in which pensions were not offered by the
majority of establishments.) Flexible work schedules would
appear to have little relation to a long-term commitment and
have a small impact on training. On the other hand, the pro-
vision of child care, contrary to the earlier argument that it
might help to reduce tumover, is estimated in many cases to
have a small or even negative effect on the probability of
offering formal training.

The situation is less clear for alternative work practices.
Table 13 does not indicate that any particular alternative
work practice has a larger effect than other work practices
on the likelihood of providing different types of formal train-
ing. The hypothesis that all work practices have the same
effect on training is rejected only for job skills training pro-
vided by small establishments. The apparently homogenous
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Probability of providing training In representative small, medium-sized, iarge, ond otherwise identical
eslablishmenis, except that they provide specified benefits or practices

teristic among establishments in each size class.

2 Benefits and practices exciuded from each analysis are those provided by
more than half of establishments in the size class.

Representative small Representative medium- Represeniative
establishment sized establishment iarge establishment
Characteristic Job Basic Job Basic Job Basic
Any skills skills "Qﬁ:l‘;lg skills skifls "a'\i:?"‘g skills skills
fraining training training training training fraining tralning
Representative establishment' ... 64.2 481 0.2 95.9 85.2 19 99.9 992 19.8
Establishments that offer the same
benefits? as representative
establishments, but also provide:
Paid vacation ... — _ —_ — — — — — -
Flexible work schedules .. [67.0] 53.5 3 [96.4] [85.7] 27 [99.9] [99.1] [22.01
Paid sick ieave .............cc........ [67.3] [54.0] 2] - — - —_ — —
Employer-financed
childcare .......ccocoeviene [63.3] [58.8) .1 [95.8) [84.8] [1.8] [99.9] [98.9] [20.4]
Paid parental or family leave ... [71.2] {49.0] [-21 [97.0] [89.6] [2.3] [99.9] [99.6] [23.1]
Health care benefits ................ — —_ — — — —_ —_ — —
Employee assistance
PrOGIAMS ..o 826 77.0 5 98.4 94.4 3.0 — — -
Pensionplans ........c..cocoeeennn 74.5 60.6 2] —_ — — —_ —_ —_
Employee wellness
programs 821 66.7 [.3} 28.4 91.2 3.0 — — —
Profit sharing ........c.ccorveinaren 71.2 [53.9 A 87.0 B9.2 [1.4] 99.9 [99.5] [18.9}
Establishments that use the sarne
practices? as representative
establishments, but also use:
Just-in-time inventories [61.9] [49.3] [.2] {85.5) [86.5) 2.2} [99.9] [99.3] [23.2]
Worker teams .................. [69.4] 56.5 4 [96.7] 896 35 — — —_
Total quality management . 738 62.6 [.2] 974 91.2 2.1} — - —_
Quality CIrcles .......cooccrvercereenes [69.1] 324 [1] [96.71 [91.0] [1.7] [99.9] 99.8 [21.4]
Peer review of employee
performance ...........coooveene. [71.5] 62.6 [-2} [97.0] [87.3) [2.3] {99.9] [99.1] [23.8]
“Pay for knowledge” system .... 770 62.2 [.2] 97.8 [90.0] [2.1] 99.9 [99.4] [21.9]
Employse involvement in
technology- and equipment-
purchasing decisions .. 74.0 63.9 [-2] 974 927 [1.9] 9.9 99.7 [21.4]
Job rotation ... 74.0 [52.6] [.2] 97.4 91.8 [2.4] 99.9 99.7 27.1
' Representative establishments are those with medians for each charac- Note:  Dashes indicate benefits and work practices adopted by the repre-

sentative establishment. Brackets indicate that the stated probability of train-
ing is not significantty different (at the 5-percent level) from that of a repre-
sentative establishment.

impact of alternative work practices is consistent with the
viewpoint that any of these practices requires a commitment
to training for its successful adoption. In addition, the litera-
ture on so-called high-performance workplaces tends to fa-
vor the view that the successful transformation of a work-
place is less a matter of which practices are adopted and
more a matter of employing a significant number of prac-
tices at the same time.

Conclusion

The 1993 Survey of Employer Provided Training helps 1o
clase part of the gap that exists in our knowledge of the for-
mal training that establishments provide employees. While
measures of the intensity of formal training were not cap-
tured by this survey, nationally representative estimates of
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the proportion of establishments that offer formal training
are a significant advance in our base of information.

One conclusion that may be drawn from the results of the
survey is that establishments rely heavily on both formal and
informal methods of providing training to their employees.
The finding that the provision of formal training increases
significantly with the size of the establishment does not nec-
essarily mean that the smaller employers are not providing
training. Rather, they may be relying on more informal, on-
the-job methods of teaching employees job skills or offering
other types of training, Indeed, a reliance upon on-the-job
training was one of the principal reasons cited by establish-
ments that did not provide formal job skills training. Firms
that provide formal training (of any kind) may also rely upon
on-the-job methods. Thus, one of the challenges of the 1995
Survey of Employer Provided Training is to estimate both




the total amount of time and the proportions of time devoted
to formal and on-the-job training of employees.

A telling result of the survey is that larger firms are much
more likely to provide formal training of any type than are
smaller firms. This result shows up quite clearly in many of
the cross tabulations and is also confirmed by the results of
the logistic regressions, which control for the influence of
variables other than size.

Another significant finding is that the provision of em-
ployer benefits increases a firm’s likelihood of offering for-
mal training of all types. Not all benefits have the same im-
pact: some, such as the provision of child care, have a small
effect, while others, such as employee assistance plans and
employee wellness plans, have a much greater impact. These
findings are broadly consistent with the view that establish-

Footnotes

ments which try to promote long-term relationships with
their employees and to reduce the rate of worker turnover
are also more likely to provide formal training.

In addition to offering benefits, establishments that em-
ploy various workplace practices are more likely to provide
formal training of all types. This finding is quite reasonable,
given the fact that the workplace practices examined in the
survey tend to require a commitment on the part of estab-
lishments to train the workers in each particular practice.
Finally, because larger establishments also have more ben-
efits and more work practices, on average, than do smaller
establishments, the considerable difference in the probabil-
ity of providing formal training between large and small es-
tablishments is partially accounted for by differences in their
benefits and work practices. ]
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50 percent or more of their employees covered by a collective bargaining agree-
ment, compared with 3 percent of smali and [ 2 percent of medium-sized estab-
lishments. (The percentages refer to population-weighted data.)

? Because of the small number of medium-sized and large establishments
that did not provide formal job skills training, these two categories were com-
bined for the construction of estimates relating to this type of training.
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® For an introduction to logit analysis, see Damodar N. Guijarati, Basic
Econometrics (New York, McGraw-Hill, 1988), pp. 481-91.

" We use In (number of employees + 1) as our measure of size, By using the
logarithm of the size of the establishment, we measure the effect on the prob-
ability of training of a 1-percent change in the size of the establishment. The
logarithm specification fits the data better than the untransformed size of the
establishment does. We add 1 to the number of employees before taking the
logarithm in order to incorporate establishments that report zero employees.
The sample includes a few establishments that reported zero employees at the
time of the survey in 1994, compared with a nonzero employment in 1993, the
reference period for determining whether training was provided.

"' To allow for the effects of benefits or practices to increase or decrease as
additional benefits or practices are provided, variables equal to the square of
the number of benefits and practices at the establishment were also included.

12 We also examined the provision of any “nororientation” training, where
orientation training and training classified as “other” training by the respon
dent were excluded. The results were similar to those obtained for the provision
of any formal training.

1 The effect of any of the variables examined may differ as a function of the
size of the establishment. To test this possibility, the fits of two different speci-
fications were compared, one including a set of interaction variables constructed
by multiplying the logarithm of the size of the establishment by the other vari-
ables and the other not including these interactions. Then, a goodness-of-fit test
was used. (This test is described in David W, Hosmer, Jr., and Stanley Lemeshow,
Applied Logistic Regression (New York, Wiley, 1989).) The test involved di-
viding the sample into 10 equal-sized groups on the basis of the predicted prob-
ability of training and then comparing proportions of the sample with predic-
tions from the mode!l. The p-values for the goodness-of-fit test of the hypothesis
that the model without interactions is the correct specification were 0.45 for
any training, 0.08 for job skills training, and 0.01 for basic skills training. With
the interactions, the p-values were 0.65 for any training, 0.24 for job skills
training, and 0. 14 for basic skills training. Accordingly, no interactions were
included in the regression specification for “any formal training” because the
fit without the interactions was already quite good. On the other hand, interac-
tions with the logarithm of the establishment size were used in estimating the
probability of job skills training and basic skills training.

' Weighted data are used in calculating the medians and other percentiles,
so the latter represent estimated population percentiles rather than sample
percentiles.

' The variable “percentage covered by a union™ is an exception. Less than
25 percent of small and medium sized establishments have unionized employ-
ees. In establishments that have unionized employees, typically, nearly all are
covered by a union. Accordingly, in all size classes, the representative estab-
lishment with ro union is compared with an otherwise identical establishment
that is 100 percent unionized.

'* For a discussion of “high-performance” workplaces, see Jeffrey Kling,
“High performance work systems and firm performance,” this issue.

' The benefit “flexible work schedule” is omitted from the representative
medium-sized establishment for consistency with the small and large establish-
ments, even though the survey estimates that 50.6 percent of medium-sized
establishments have flexible work schedules,

'#The specification for "any training” does not allow for the identification of
the effects of benefits or practices by establishment size. (See footnote 13.)
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