COINVEST Ve

www.coinvest.org.uk

COINVEST - TRAINING AS INVESTMENT
Questions from the French case

CEPII
Laurence Naym an
GrantNo 217512
S teering Committee Meeting

27" and 28" Novem ber2008
ZEW Headquarters,M annhem



COINVEST e

www.coinvest.org.uk

@ Ihttoducton
1 Speciic tanng vs genermltranng

2 himlvs.conthung tanng
3 O n-the-pb vs.offtthe-pb tanng

4 Tranng deves n France

5 The fmancng by fimm s

6 Data sources oftranng




COINVEST vy

www.coinvest.org.uk

* Tmnng s a drvhg orce n the
m antenance ofhum an capial

* Hum an capialcan be servred by fitm s or
ndwvduals dependng on whom pays the
costs and gets the rtums t© tranng.

* Pontoffocus:ttanng can ke phce
durng the worker’s tenure oratthe startof
his pb.
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@ The issue ofwhatknd of tanhhg m ustbe

nclided m mnvestments can be addressed
threefod:

»The debate niated by G ary Beckern 1964
on generalversus specifc tranng,

*The disthcton between 1imml and
contnung tanng,

—

>0 n-the-pb vs. offtthe -pb tahig
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Speciic trannhg versus generaltranng
Gary Becker (1964):

when tanng s general the mdwdualm ust
bear the cost of i because n a com petiwe
m arket, he or she Is paid accordihg t© his/er
m argnhalproductwvity and the rrtums are kept
by the ndwvdual

when tanng 13 fim -specific, fitim s have to©
mance £ Trmanng alows the empbyee’s
productvity t© ncrase and the r=tums ©
tranng accrue o the fimm . The em pbyee does
notrecewve a hgher com pensaton rate n the
secondary Bbourm arket.
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Mor rmcent studes @Acemogli and
P 1schke, 1998 and 1999 ; Booth and Zoega,
2000 ; Lazear, 2003 ; Garbff and
Kuckuknz, 2005) contradict the standard
theory on accountof:

O Infom atonal asymmetres, m onopsonxyt
power of the fiin s, wage stmctur of the
fm , rade unons,m N um wages, etc.

O M x of general skills becom es specific to
the fmm
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@ Forthe COINVEST poect I trekvant
to have this dwvde n m nd?

O Iffmm s albw thexrworkers to getgeneral
tralnihg on therwork-tim e and pay or i,

O M oreover, £1s quie diffcultto m ake outn
surveys ifskills are specific orgeneral
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2.Contnung vs. nimltranng

@ Is Imor rrkvanto opermate this
distncton?

Apprentreshp or other general tranng as

alemate coursesfrork s a good pont to
discuss shce it can be general

institutionalised training . & s different
from the mimltanng when 1 s up t© the

fm t© tan and pay.
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* When training is on the firm’s initiative

Booth etBryan (2002): nimlttanng m akes up
12 5% ofalltamnng cases vs.about85% 1
the m proving of skills m the curnent tenure
and generalskills.

hiel tanng s mor sedom and s offen
provded I the mn-house tamnng cente
W hen 1 t@akes phce, tanng courses are
bnger than othertypes oftranng.M orover,
nial tanng sessons arr a way to abate
s@rtwages.
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* |Institutionalis ed training

*»Tmrmh orpay system : h France, fim s pay a 0 5%
ax r apprentceshpy + a 0.18% tw@x for the
devebpm ent of apprentceshp of the fim s gross
wages.

W hen fims ke I apprentices or trahees from
vocatonal tanng schools (fmm bwer secondary
educaton up t© engneerng orm arkethg schools
ke Poltechnyue or HEC), fiins can get @x
rebates.

» T France, the am ountofthe max am ounted o €1 5
billon ©r260,000 apprentces stricto sensu .
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@ Forthe CONVEST pro®ct:

Motwaton for callng n apprentices or tranees from
professonalschools:

» speed up the other fim ’s em pbyees’ work processes,
and then ncrease the productwiy of other peopk n
the fim as the Bttergetmore tme © comm £t© m ore
sophstrated tasks

VEeEISUS

» have an hcentive o hvest n future workers, © the
extent fitns may prvattse nfomaton on the
apprentce’s productwvity, or attract workers m Dbs
under stress, or further heb alevate the screnng
procedures atthe tm e ofhirng.
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Geman fims would be mor prductwiy-orented
than nvestm entorented (Thom as Zw xk, 2007) :

An ncrease n the shar of apprentrces has no
mpact on the establshment profis m the cunent
and subsequent vyear. They stop tw®kng mn
apprentres as soon as ther productviy kvel gets
bebw the costs they mcur.

@ & could mean that apprentceshp contents n
Gem any are general st ke m France, and fim s
are not sure to proceed a further r=htonshp w ih
these nitrltanees. N
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» Hao,Manok and Van Ark (2008) 1nh thei French

Gem an comparson do nclide apprentrceshp n
therrcom putng oftranng.

3.0 n-the-pb vs.offthe-pb tanng
@ Arc we D operate a date strategy that mkes no
accountthis opposion?

Haskeland M amano (2006) hamess this distimcton
n theIrpaper.

@ Is this distihcton usefiilfor researxch rrasons?

For France, we can separatt nttmal and extemal

manced tanng, but ntemal s both fom al and
nfomaltanng.
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4. Tanng means I France

@ Som e tanhhg actons are p]armed by the
fm , som e by the workerw 1th the fim s
agreem entand som e others are atthe
worker’'s nimtwe.
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SEVENTH FRAMEWORK
PROGRAMME

Table 1 - Summary of training types
(excluding initial ins titutionalis ed training)

On workers or firms’

Returns accrue to:

Include as Investment

initiative Firms or workers
Training plan FIRMS FIRMS YES
Individual leave for WORKERS WORKERS NO
training
Individual Right to FIRMS FIRMS YES
training
Vocational training FIRMS/WORKERS | FIRMS/WORKERS ?

periods




COINVEST Ve

www.coinvest.org.uk

5.Fmm s fmancng

* Conthuhg tahhg s fhanced up to €259
billlon, 1e. 15% ofGDP, by fim s, the Stat,

regons and the Eumpean Socrl Fund m
2005.

* This spendng 1 bmken down I ntmal
expenses or 12% , purxchase of tranng for
17% , tanees’ com pensaton ©r 27% and mn
paym entto the mx-colectng nsttuitons 41% .
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Table 2 - FINANCING ofTRAINING (billions of euros) in

20N
Young people
on sandwich public Unem-
Apprentices courses Employees | employees| ployed Total
Firms 0.9 1 8.6 10.5
State 1.1 0.7 1.1 1.5 4.4
Regions 1.7 0.8 0.1 0.6 3.2
public bodies (as
employer) 5.5 5.5
Others of which
Unedic
(unemployed) 1.3 1.3
Households 0.3 0.7 1
Total 4 2.5 10.5 5.5 34 25.9
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All empbyees and selfempbyed persons must pay taxes t fnance
conthunhg and sandw ith courses (@lfemate work/chsses).

Paym ents arr m ade to colectng-ax nstutons butoptonal forthe tanng
phn offim s wih m ore than 10 em pbyees.

Fim s wih m ore than 20 em pbyees and m ore m ustassgn 1.6% oftheir
gross annualpaymllto trannhg (@partfiom the apprentceshp @ax):

» 09% to fnance the tahing phn, the hdwdualright ©rsom e actbns and the
alemate professbnalcontractorcom pensaton and costs, abng w ith the tanhng
albwance.

»> 05% t fnance the educatbnalcostorthe alemate professibnalcontact, the
ndividualrghtforactons defined as proority ones by the ndustry, except
com pensaton and utorshp.

*> 0.2% t fnance the nd¥dualkave Hrworkers w ih pem anentcontacts and 0.1 %
forones w ih fixed-em contacts.

* Fims wih 10 t© 19 empbyees pay a tahhg tax equalto 1.05% and
fimm s wih ¥ss than 10 empbyees pay a 0.55% tx on their annua:
gross payroll

* In addition: 0 5% t© finance the apprentceshp tax: onk fimms wih a
gross annual payroll bebw sx tmes the annualm nInum wage and
have at kastone apprentce, are exem pted from this @x.



COINVEST 5"

www.coinvest.org.uk

6.Data sources ofttanng

6.1. The fiscalprntouts (snce the 70s)

* Empbyees wih ten full-tm e em pbyees at kastm ust
fil n a fiscal om , the 2483 rhtd t empbyers'
contrbuton t© the devebpm entofconthung tanng.

* The smalestfitn s il anotherorm , the 2486 . Fim s
whih overake the Im t 0of 10 em pbyees stay n the
sam e fiscalregmm e Oriwo m ore years.
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Data

By occupation category (unskilkd producton workers,
skiled prducton workers, non producton workers,
ntem edate occupatons, engneers and executwes)
and by gender:

»The number of workers h the fim at the end of the
year,

»The number of tahees except those who have
benefited from an ndwdual kave for tanng or
altemate work/studes contract,

»The number of tanhhg hours rhtd t the above-
m entoned tranees,

»The number of workers and hours rhted to different
tranng devres
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>»The gross payroll serviced in the year.

>The financing of the individual leave for
training , vocational training contract
and perlods and nhdvdual rght to
tranng, w ih ther ax ates, spendng, the
contrbuton alrady pad © the @&x
colectng nstiutons, and the deficit oz
surplis that comes out of the diference
between the tax and payment © the @x
colectmg mstoutons.
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The F fiam e concems the contribution to the development of
continuing training. It is related to spending ascribed to
training (adaptation, promotion, acquisition, servicing or
improving skills and competency interviews, except
spending for initial training) . Spending by the ax-colkectng
nstitons are notm entoned n this fram e.

*»The internal training spendng
*»The external training spendng

»Compensation for trainees and benefcires ofcom petency
nterwew s oraccrediaton actons,

»>Training allowances pad Hractons fnanced outofthe
w orking hours,

>Payments made to a tax-collecting training institution
»Qther financing or spending (spending for nvestm ent, etc.).
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@ T short, the disthcton between ntemaland
extemal tranng s possbke wih a caveat on
ntemal spendng as 1 mcludes both mfom al

and fom alttanng.
@ ndiectspending is accounted for.

@The ndividualtanhnhg kave can be exclided
from the dat@, and so ar the vocatonal
tranng perods and contracts.

PTranng of apprentces i not avaibbk n
these fom s.

23
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Tabk 3 -The data delwvered by the CEREQ (@Ilndustres)

Year Spending FPR Number of  Access rate Hours of Average
per trainees training per training
employee employee length
1995 680 3.26 3,410,808 34.1 14.36 42.12
1996 691 3.25 3,512,985 35 13.99 39.97
1997 707 3.24 3,369,866 35.5 13.49 38.01
1998 729 3.23 3,562,591 37.7 13.61 36.15
1999 722 3.22 3,664,499 37.4 12.96 34.71
2000 716 3.16 3,645,001 36.1 12.66 35.09
2001 735 3.14 3,898,022 37.5 12.45 33.25
2002 763 3.02 3,265,967 33.8 10.69 31.68
2003 744 2.88 3,497,453 35.2 11.03 31.32
2004 803 2.97 3,843,099 39 11.99 30.72
2005 811 2.89 4,162,861 40.4 12.3 30.4
2006 817 2.88 4,270,185 41 12.31 30.2

» W ih Fhancilpartcpaton mte EFPR :spendhg Hriax-deductbke tahhg Gross
wages,

» Access mte :numberofttahees/num berofem pbyees,
» Avemge tahig Bngth :numberofhours oftaihng /num beroftanees.
Source:Fiscalfom s 24/83),CEREQ .
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