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Participation in Industrial Training Programs

by Sheldon E. Haber

In this paper newly available data from the Bureau of the Census Survey of
Income and Program Participation (SIPP) are examined to explore the relation-
ship between firm size and worker participation in training programs both at

work and outside of work.

Training programs outside of work, principally in the form of vocational
training, have been the subject of many studies, but only recently has atten-
tion been directed at industrial training. Little is known about who parti-
cipates in industrial training and even less is known about who provides

this form of training. BaSed on their analysis of Current Population Survey
and National Longitudinal Survey data, Lillard and Tan (1986) suggest there
is a complementarity between formal schooling and participation in a company
training program, but they do not consider the relationship between this

form of training and firm size. In separate studies of American and Canadian
firms, Barron, Black, and Lowenstein (1984) and Simpson (1984), respectively,
found that training programs are more prevalent among large firms than small
ones. In the former study prevalency is based, in part, on the probability
of a firm's most recently hired worker receiving formal training by management;
in the latter study prevalency is measured by the duration in months of
industrial nonapprenticeship training programs. Being based on employer
surveys the empirical data of tﬁese studies do not include information about
the worker characteristics. Like the Lillard and Tan study, this one is
based on a household survey but it also contains information about the size

of a firm in which respondents were employeed.



based on a household survey but it also contains information about the size

of a firm in which respondents were employeed.

The size of firm information permits investigation of two predictions der-
ivable from the recent literature on firm beterogenity and the matching of
workers and ffrms. The majof findings of the paper, namely, that large firms
provide more specific training than small ones and that this type of training
is most often given to workers who have invested in human capital are con-
sistent with the implications of the modeils developed in the literature., As
indicated below we also look at where workers who participate in a training
Program outside of work are employed, i.e., in 5ma71 or large firms, and the
extent to which firms of different size pay for training taken outside of

the work place.

1. Theoretical Implications from Economic Theory

Among the more recent advances in economic theory is the development of
economic models in which a market equilibrium occurs with firms of different
size. Among other features the models of Lucas (1978), Rosen (1981, 1982)
and 01 (1983a,b) predict that small and large firms will employ different
types of workers (Cordes, Barth, and Haber, 1987). Consideration of these
models also offers a useful point of departure for exploring the relationship

between firm size and training.

The model developed by 0i is particularly useful for this purpose. In this
model entrepreneurs differ in their ability to coordinate production but are
alike in their ability to monitor workers. As a result entrepreneurial

ability and firm size are positively related and, all else being the same,



monitoring costs associated with employing an additional worker are higher
for a large firm than a small one. Insofar as ]arge,firms have a comparitive
advantage in monitoring workers relative to small firms, they will find it
advantageous to hire relatively high productivity workers who require Jess
monitoring, i.e., workers with characteristics associated with low monitoring
Costs as reflected in such observable variables as educational attainment.
Small firms, on the other hand, will find it more efficient to expand output
by hiring relatively low productivity workers even though they may require ,

additional monitoring.

Firms become large when an entrepreneur is able to coordinate the production
of a large volume of a standardized product. To achieve efficiency large
firms typically utilize large amounts of specialized capital; hence it is
essential that interruptions in production be avoided. One way of ensuring
this outcome is to provide specific training. Specific training includes

not only training on how to operate a unique piece of equipment but also
learning to conform to a firm's prescirbed operating practices and methods

of doing business. Specific training allows substitutability between workers
and reduces the cost of supervision. As not all workers are equally trainable
or willing to meet the requirements of team production, large firms tend, as
noted, to recruit high productivity workers whose training cost per efficiency
unit of labor are relatively low. At the other end of the scale small firms
do best by choosing techniques of production that are not capital intensive
and the capital that is used can be readily shifted among alternative product
Tines to produce output in small batches. Likewise they have a lesser need
for workers with specialized skills. Often this translates into the hiring

of lower productivity workers and thewdéployment of such workers in a variety



of production settings. The training that occurs in this work environment
typically takes fhe form of general training. It is seen therefore that
small and large firms tend to occupy different niches in the production
spectrum, employ different mixes of workers, and provide different kinds of
training. In particular it is plausible to assume that employees of large

firms receive more specific training than their counterparts in small firms.

Equally plausible is the proposition that in large firms training programs are
most likely to be provided to those workers who are most sought after by these
firms, i.e., to workers with prior investments in human capital and whose turn-
over is Tikely to be low. Indeed, workers with these characteristics are also
the most likely to participate in a training program in small firms. Not so
clear, however, is how the large-small firm differential in training program

paticipation varies among given qualities of labor.

Where people who participate in away-from-work training programs find employ-
ment is also of interest, since this information provides insight into how the
Tabor market allocates such person among firms of different size. One might
expect that firms‘that do not provide in-house training programs also hire a
relatively Tow proportion of workers who participate in training programs
outside of work. However this may not be so. Small firms, where general
training is more prevalent, may find it less costly to hire individuals who
have already made this investment, say, by taking training at a vocational
school, than to provide such training themselves. On the other hand, even
apart from economies of scale large firms may prefer to do their own training
because workers who participate in training programs elsewhere may not have
the specific skills that these firms need. If so, large firms, even if they

were to employ a larger fraction of workers who participate in in-house



training programs, may not hire proportionately more workers who received

their training elsewhere,

Although some of the findings presented in this paper can be inferred from
what is known about firm size and job tenure, job tenure data convey only
indirect information about specific training. Training program participation
data yield a more direct measure of specific training. Moreover they provide
explicit information about training program participation that cannot be
derived from job tenure data, e.g., information about the proportion of the

work force that has had such training and the length of this training.

A distinguishing feature of SIPP is that it is a longitudinal survey; however
it included retrospective data that are pertinent to our analysis, namely,
information about participation in training programs and the size of an
employee's firm. Each SIPP panel is divided into four rotation groups. One
rotation group is‘interviewed during the first two weeks of each month. One
cycle or wave of interviewing of the four rotation groups requires four months;
thus each household is interviewed three times a year. The reference period

of an interview is the four month period preceding the interview month.

2. The SIPP Training Program Participation Data

In Wave 3 of the 1984 Panell SIPP respondents were asked "did [you] receive
training designed to help [you] find a job, improve job skills or learn a new
job"? Follow-up questions for those responding "yes" were “do [you] use this
training on [your] (most recent) job" and “"where did [you] receive this
training"? The training programs referred to were training p}ograms at work;
training programs at a previous job; apprenticeship programs; military training

programs; correspondence courses; specific occupational training received at



business, commercial, and vocational schools or at junior and community
colleges, four year colleges, and graduate schools (excluding courses leading

to a degree); and government sponsored training programs.

Two types of questions are asked about training in SIPP, The first relates
to all training programs that an individual has ever participated in. The

second pertains to an individual's most recent training program and where it
was obtained, i.e., at work or elsewhere.?2 For the second set of questions
information is also available about the length of training and who paid for

it, provided the training occurred in 1980 or later.

It is to be noticed that for persons who began a job before 1980 there is
some ambiguity about the source of their training program, since respondents
were not explicitly asked if their most recent training program experience
occured while working for their current employer. Preseumably this is what
is meant by a response that training was received "at work" since an alter-
native response "at a previous employer" is also possible. The error intro-
duced by this problem is probably small for the following reasons: 1) indi-
viduals tend to receive training soon after becoming employed by a firm, 2)
the SIPP data we use are for an individual's most recent training experience,
and 3) inférmation about where a training program is taken is generally suf=-
ficient to determine whether the training was received at work or somewhere

else (and who paid for it),

Participation in a program at a junior college, for example, typically pre-
dates a person's current job (and is usually paid for by the participént).
However such training may have been obtained while working for one's latest
employer and additionally may have been paid for by that employer. In the

latter instance the training occurs outside of the work place but is provided



by the employer and should be considered as on-the-job training.

Evidence is presented below indicating that our conclusions would remain
unchanged were the SIPP training data tied more closely to an individual's
current job. This evidence is based on the training program experience of
persons who started their current job in 1980 or later for whom a precise
determination can be made of whether their training occured before or after

they began work with their current employer.

In this study the observational unit is a firm. Large and small firms are
defined as having fewer than 100 employees and 100 employees or more, respec-
tively. Owners of a business including incorporated businesses (except those
who also had a job as a paid employee) are excluded from the data set. In
SIPP owners of an incorporated business are considered as “self-employed"
rather than as wage and salary workers; size of firm information is missing
for the former group. Unpaid family workers, government workers, private
household workers, and workers in agriculture are also omitted from the

analysis.

3. The Empirical Data

The SIPP data on most recent training program experience are summarized in
Table 1. The figures in this table reveal several interesting relationships
between participation in a training program and firm size. In 1984 approxi-
mately 18 million workers or 23.1 percent of all workers in private non-
agricultural firms had participated in a training program at some time in
their work career, While most workers never participate in a training program
and the majority of those that do participate at a site other than at work,

still a rather substantial proportion, 9.4 percent, participated in a training



TABLE 1

Most Recent Training Program:
A1l Employees of Small and Large Firms

Number in Sample

Number of Employees
(000's)

Number of Employees Who
Participated in a Training
Program (000's)

Percent of A1l Employees Who
Participated in a Training
Program

At Work

Not at Work
Previous Employer

Other than Previous
Employer

2 Firms with 1-99 employees.
Firms with 100 or more employees.

Firm Size
Total Small@d Largeb
17,089 6,612 10,477
77,742 30,065 47,678
17,955 6,013 11,942
23.1 20.0 25.0
8.4 5.2 10.5
14,7 14.8 14.5
1.0 0.9 1.1
13.7 13.9 13.4



program in an industrial setting either at work (8.4 percent) or at a previous

job (1.0 percent).

Of significance for this study it is seen that the proportion of all workers
who received their most recent training at work is higher among large firms,
10.5 percent, than small ones, 5.2 percent. In terms of those workers who
participated in a training program, 11.9 million and 6.0 million workers in
Targe and small firms, respectively, 41.8 percent of the former and 25.8
percent of the latter obtained their training at work. These findings support
the proposition that firm-specific training is more pbeva]ent among large

firms than small ones.

Although small firms are less likely to engage in training programs the data
in Table 1 indicate that the likelihood of a worker with vocational training
finding employment in a small firm is the same as in a large one. Among all
employees in small firms, 13.9 percent participated in a vocational training
program; the corresponding figure for large firms is 13.4 percent. This is a
somewhat surprising finding in view of the fact that the training program
data indicate that a smalier fraction of workers in small firms participate
in training programs than their counterparts in 1arge_firms. An explanation
for this apparent anomaly has been offered above: small firms find it eco-
nomical to hire workers who have invested in general training in the form of
vocational training. Such general training, on the other hand, is less likely

to fit the needs of large firms who require specifically trained workers.

The findings of Table 1 are also reflected in Table 2 where the data are
displayed in a somewhat different manner for individuals whose most recent
training experience occurred in 1980 or later. For this group, it is possible

to ascertain who paid for the training and the length of the training program,
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as well as where the training was obtained.

From Table 2 it is seen that for those with a training program experience in
1980 or later the proportion who received their training at work is again
higher for large firms, 52.4 percent, than for small firms, 31.6 percent. The
corresponding percentage for all workers noted above were 41.8 percent for
Targe firms and 25.8 for small firms. Thus the figures in Table 2 are in

agreement with those for all workers who participated in a training program.

As might be expected not al}l training programs at work are paid for by employ-
ers. In some instances individuals pay for such pfograms; in many however
the program is government funded. The high percentage of employees in at-work
training programs paid for by employers -- approximately 88 percent for small
firms and 95 percent for large firms -- is consistent with‘the response that

a training program was offered at a work site.

It is noticed that the percentage of training program participants who have
vocational training that was financed by their employer is the same for
workers in small firms, 15.7 percent, as in large firms, 15.4 percent. The
expianation for this is that although a lower porportion of workers in large
firms had vocational training (44.1 percent) than in small firms (65.2 percent),
this is counterbalanced by the higher fraction of workers in the former firm
size who had their vocational training paid for by their employer. As can
be inferred from Table 2, among workers in large firms who had vocational
training, about 35 percent reported that the training was employer financed;
the corresponding figure for small firms was approximately 24 percent, con-
sistent with the proposition that large firms are more likely to finance

training at a site away from work.
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TABLE 2

Most Recent Training Program: Employees Who
Participated in a Training Program in 1980 or Later

Firm Size
Total Smalla Largeb
Number in Sample 2,353 764 1,589
Number of Employees Who
Participated in a Training
Program in 1980 or Later (000's) 10,570 3,360 7,221
Percent Distribution of Training
Program Participants Whose
Most Recent Training Program
was
At Work 45.8 31.6 52.4
Paid by Employer 42.8 27.8 49,7
Not Paid by Employer 3.0 3.8 2.7
Not at Work 54,2 68.4 47.6
Previous Employer 3.4 3.2 3.5
Other than Previous Employer 50.8 65.2 44,1
Paid by Employer 15.5 15.7 15.4
Not Paid by Employer 35.3 49,5 28.7
Length of Training Program
(in weeks)
At Work, Paid by Employer 5.6 7.0 5.3
Not at Work (Other than Previous
Employer), Not Paid by Employer 22,2 21.6 22.6

a Firms with 1-99 employees.,
b Firms with 100 or more employees.
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Not surprisingly the length of vocational training programs whose cost is
borne by individuals, 22.2 weeks, is substantially Tonger than the length of
at-work training programs paid for by employers, 5.61weeks. It is also seen
from Table 2 that the average duration is about the same for each type of
training program whether the participants are employed in small firms or in
large firms., It thus appears that while the proportion of workers with some
training program experience is positively related to firm size, the amount of
training, as measured by duration, obtained by those who participate at work
in employer-funded training programs or away from work in other than employer-

funded training programs is independent of firm size.

Earlier in the discussion, it was suggested that workers with characteristics
deemed desirable by large firms would be the ones to participate in traininé
programs in such firms. In general it is to be expected that in large firms
workers whose cost of training is Tow (high) will receive more (less) training
-- and that this is also the case in small firms. As indicated below when
workers are classified by educational attainment it is indeed found that a
higher proportion of more educated workers than less educated workers in large
and small firms participate in training programs at work. But how does the |
differential (between large and small firms) in the proportion participating
in such programs change as the level of educational attainment increases?

One might suspect a widening of this differential as educational attainment
increases if workers with little education are least likely to participate

" in training programs irrespective of the size of firm in which they are
employed, and if relatively little specific training occurs in small firms

so that training program partiqipation is not prevalent among well-educated

workers in these firms. Again the empirical data suggest this is the case.
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The relationship between training program pafticjpation, worker character-
istics, and firﬁ size is shown in Table 3. The proportions in this table
for the row "all employees" (except for the last two columns) are also found
in Table 1. Thus the interpretation of the figures is the same as in the
latter table. From Table 3, for example, it is noticed that 3.6 percent of
workers age 16-24 years employed in small firms reported that their most

recent training program experience occurred at work.

Several aspects of Table 3 are noteworthy. Looking first at training programs
at work, i.e., training programs that are closely related to on-the-job train-.

ing, the following conclusions can be drawn:

In no instance is the percentage of workers in large firms who participated
in an at-work training program lower than the corresponding percentage for

small firms.

As expected, those groups that tend to be hired disproportionately by large
firms, namely, well-educated workers, full-time workers, and workers in the
prime age groups are most likely to participate in an at-work training program

in both large and in small firms.

Two groups of workers who may be perceived by employers to have low marginal
productivity with respect to training are women and nonmarried individuals.
Both, and particulary the latter, are less likely to participate in an at-

work training program than their counterpart groups.

Nonhourly workers, the bulk of whom are salaried, are more likely to have
been in a training program than hourly workers. A likely explanation for

this is that salaried workers tend to have more stable employment and hence



14

£vL S°/9 ¢TIl G°0T 6°21 6°g 1°62 6°91
L°6S 2°s9 6°GT  G°9T 6701 £°G 0°8¢ £°¢ce
v°€s 2°s 0°L 8°8 9°9 v°e 6°p1 8¢l
1°45 1°29 I°€T T°vT  ¢£°8 9t vee £°61
9°¢9 v°99 L°€T  8°€T  0°21 9°S 6°9¢ 9°0¢
8°09 6°G9 G°2T S°tl €76 LY 6°¢¢ 2761
1°19 1°¢9 28 A SEAS A SN 20 S A 8°9¢ 9°0¢
8°%9 €°09 ¢%¢l  €%21 0°01 9°% £°ee 0°81
0°S9 0°v9 9°%T  0°GT 121 ¢€°9 1°8¢ v°ee
v°9v 0°99 121 €°¢1  2°4 9°¢ 2’61 S°/[1
0°19 8°¢9 V€T 6°€T  S°0T 2°§ 0°6e 0°0¢
abue | Lews abue7 [lews 3bue Tlews »9bueT gllews
p+3Ul0 - {JOM 1Y elelo]l
34q0( 3Julduun) uo butuied) (dnodg paiyidads Jo 3uadIa4)
pasn ouM pbutuiedy uayig weuboud Buituied) Ju3I3Y ISOK JO IIJNOS

YILM sa3k0ldwl Jo uad434

SJ13stJajoeuey) JayJoM Aq
suai4 abdeq pue [jews jo saakoydwy |y
‘weabouqd Bulured] 3uaday SO

€ 31avl

3JOW JO SJB3) 91
SJea) GI1-21
sJeadk zZ1 ueyjy ssa
uotesnpy

Jay1p
Ju3sadd Isnods
‘patddey
snjels (eltdey

9| ewa
dlew
Japuay

J3pLO pue SJedL Gy
SJe3)\ yi-G¢

SJe3) $¢2-91 ¢
aby

saakojdwl ||y



15

*9oudtuadxa weaboud Buiuiedy auo A{uo pey Oym SUINJOM JO4
*Jofo|dwe snotAsud e ueyl 43YI0 ING YJOM 1 J0U Buiuledy 4o 324N0S
*s9afoldwa aJow JO (OT YILM SWwiid

*sa3/0|dwd 66~T UILM SudL4

*buruiedy Jo aosunos

J3Y3o Jo ‘Jako|dwd snoiAadd e je “yuom e wesboud Buiuiedl e ul uoLjedidijsed sapniouj

L 0T W

1]

ARN 9°1L 6°2T L°%T 9°%T €79 0°62 e
9796 8°8S L°€T v°El  §°8 /A8 AR X4 L°81
9°t9 ¢°99 6°€T  8°€T G°IT 8°§ 9°9¢ L°0¢
v oY 6°LS €1l 21 6°g ¢°t 9°L1 ¢°81
abue | | ews abyeq |lews obae] [lews ,abueq qllews
p12430 AJOM 1Y elelo}
agqof juaduun) uo buiuied] (dnodg paty1dads jo juadiag)
P3sf OyM pbututedy dayag wedboud Butuied] uaday 3SOW JO 324Nn0OS

UlLM saafoldwl jo juaduad

SJoi3stdajoedey) JayJoM Aq
sudt4 abueq pue |{ews jo sa3ako|dwl ||y
‘wedboud butuied) uaday SOy

(panuijuo)) ¢ 319v1

ON
S3a,\
J4noy ayy Aq pieg

auif-1n4
uwij-jdeq
P3NJOM SJNOH

:



16
employer investments in specific training can be more easily recouped.

Of some interest is the lower proportion of participants in at-work training
programs among workers age 45 years and older vis-a-vis those 25-44 years of
age. As the SIPP questions pertaining to most recent training program are
asked of all recipients who ever participated in a training program, the at-
work training program participation rate should increase with age. That this
is not the case suggests that at-work training programs have been growing over
time, and as a result the oldest cohort of workers has had fewer training

opportunities than younger cohorts.

Examination of Table 3 also indicates a systematic relationship in large-small
firm at-work training program participation rate differentials and worker
characteristics. This is best illustrated when workers are classified by
educational attainment. The large-small firm differential is 7.43, 5.2, and
3.2 percentage points, respectively, for workers with 16 or more years, 12 to
15 years, and less than 12 years of school coﬁp]eted. While college graduates
are almost twice as 1likely to participate in an at-work training program as
high-school dropouts in large firms, they are only about one-half again as
likely to receive such training in small firms. Relatively large differentials
are also found for older workers; for men; married workers with spouse present;
full-time workers; and salaried workers, i.e., workers who tend to have the

most investment in human capital.

An entirely different pattern is found for vocational training programs.
Except for educational attainment vocational training participation rates

vary little by worker characteristic.

The SIPP data also reveal an interesting difference between small and large
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firms with respect to vocational training. One of the questions asked of
Persons who ever participated in a training program was whether they used the
training on their current job. As can be seen from the last two columns of
Table 3 a higher proportion of workers with vocational training in small firms
responded "yes" vis-a-vis their counterparts in large firms if they were young,
women, other than married with spouse present, and worked part-time. What is
suggested by this finding is the following: for the reasons suggested earlier
workers in small firms have less human capital. Because of this small firms
seek out workers with vocational training skills that match those they require.
Large firms, on the other hand, are not as successful at finding qualified
workers with skills learned in vocationally oriented courses because of

their specific training needs. The net result of these matches, it appears,

is that in small firms a higher proportion of workers with low measured
productivity use their vocational training at their current job. It should

be noted that the large-small firm differential in the usefulness of vocational
training at work is understated because large firms are more likely than small

firms to finance vocational training.

We have mentioned that the SIPP training program data focus on where training
programs are taken; nonetheless, as indﬁcated, they yield important insights
into the training market, Still, additional assurance that at-work training
proxies on-the-job training would be welcome. Greater confidence in the
findings reported above is gained by looking at individuals who started their
current job in 1980 or later. For this group the year in which an individual
began work with their current employer can be compared to the year in which
they undertook their most recent training program. If the latter occurred

in the same year or a year subsequent to the one in which they started their

current job, we defined the training program as having taken place at the
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current job. Only the Tatter which is paid for by the employer, whether the

training program occurred at work or elsewhere, constitutes on-the-job training.

The data for individuals who started a job in 1980 or later for whom partici-
pation in a training program can be rigorously associated with their current
job (or another source) are presented in Table 44, By comparing this table
and Table! and 2 it can be seen that although the Tevels are different the
conclusions to be drawn are similar, namely: 1) a lower proportion of employ-
ees in small firms vis-a-vis those in targe ones participate in at-work train-
ing programs paid for by their employer (2.6 vs. 6.3 percent); 2) the proportion
who take vocational training while working at their current job which is
employer financed is less in small firms than large ones (about 26 vs 36
percent)d; and 3) the proportion of employees who obtain vocational training
prior to being hired into their current job is the same in small firms, 9,2
percent, and large firms, 9.3 percent. Likewise the conclusion that the
length of at-work training programs paid by employers and vocational programs
paid by employees is independent of firm size remains unaltered. The close-
ness of the differentials between small and large firms in Tables 1, 2, and

4 suggests that the at-work and away-from-work training program participation
data are reasonably accurate proxies of industrial and vocational training,

respectively.

An interesting facet of Table 4 not reflected in the earlier tables pertains
to the extent to which employees who participated in a training pEogram while
working for their current employer did so in a vocational program that was
paid for by someone else other than their employer. Approximately 48 percent
participated in such programs at small firms, 28 percent at large firms.0

These figures indicate that a higher percentage of workers in small firms
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TABLE 4

Most Recent Training Program:

A1l Employees of Small and Large-Firms
Who Started Their Current Job in 1980 or Later

Number in Sample
Number of Employees (000's)

Number of Employees Who Started Their
Current Job in 1980 or Later and Parti-
cipated in a Training Program (000's)

Percent of A1l Employees Who Parti-
cipated in a Training Program

Current Job
At Work

Paid by Employer
Not Paid by Employer

Not at Work

Paid by Employer
Not Paid by Employer

Prior to Current Job
Previous Employer
Other Than Previous
Employer
Length of Training Program (in weeks)
At Work, Paid by Current Employer
Not at Work (Other Than Current

or Previous Employer), Not Paid
by Employer

a Firms with 1-99 employees.
b Firms with 100 or more employees.

" Firm Size
Total Smalla Largeb
9,611 4,459 5,152
43,669 20,118 23,551
8,995 3,687 5,310
20.6 18.3 22.6
10,2 8.3 12.0
4.9 2.9 6.7
4.6 2.6 6.3
0.3 0.3 0.4
5.3 5.4 5.3
1.6 1.4 1.9
3.7 4.0 3.4
10.4 10.1 10.6
1.1 0.9 1.3
9.3 9,2 9.3
6.2 7.4 5.8
23.5 22.6 24.5



20
finance their own training outside of work than similar workers in large firms.,

While the figures in Table 4 show the proportion of workers who participate in
training programs at work while employed at their current employer, they only
partially reflect the proportion who receive on-the-job training. A definition
of thé on-the-job training conforming more to economic theory would focus on
training paid for by an employer rather than whether or not the training was
conducted at work. The relevant figures for estimating the proportion of
workers who participated in on-the-job training programs among workers who
started their current job in 1980 or later is shown in Table 5. As can be
seen from this table the percentage participating in on-the-job training
programs was about twice as high in large firms as in small firms (8.2 percent
vs 4,0). It is to be recalled that these figures refer to participation in
firm-specific training programs and exclude informal training that is firm

specific or general.

4. Summary and Conclusions

The recent literature has established that the labor market operates to match
workers with particular skills to firms in which those skills are needed.
Because of the importance of monitoring costs and of efficiencies that result
from the routinization of production when producing large, standardized volumes
of output, large firms tend to provide firm-specific training. Small firms, on
the other hand can more easily adjust output between product lines; the skills
required to facilitate such adjustments tend to be learned through general

training.

An important source of specific training is at-work training programs.
Consistent with the implications of the theoretical literature, a higher

fraction of workers are found to participate in this form of industrial
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TABLE 5

Most Recent Training Program;
A1l Employees of Small and Large Firms
Who Started Their Current Job in 1980 of Laterd

Firm Size
Total Smal1b Large®
Number in Sample 9,611 4,459 5,152
Number of Employees (000's) 43,669 20,118 23,551
Percent of All Employees Whose
Most Recent Training Program
was at Current Job and
Paid by Employer (On=-the- 6.2 4.0 8.2
Job Training)
At Work 4.6 2.6 6.3
Other Than at Work 1.6 1.4 1.9

a Derived from Table 4,
b Firms with 1-99 employees.
¢ Firms with 100 or more employees,
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training at large firms than at small ones. Given that a worker participates
in a training program, however, its length is no less in small firms then in

large ones,

Several other findings are of interest: 1) in both large and small firms
workers with relatively Targe amounts of human capital are most likely to
participate in at-work training programs; 2) the gap in training program
participation between large and small firms is positively related to human
capital investment; put another way, differences in training program parti-
cipation among workers empToyed in large and small firms are not as pronounced
for those with relatively low amounts of human capital; and 3) workers in
small firms are more likely to participate in nonemployer financed vocational

training than workers in large firms,

The data of this study indicate that a substantial fraction of workers who
participate in training programs do so at work, They also indicate that despite
the fact that small firms do not engage in these programs to the same extent as
Targe ones, workers with vocational training obtained outside of a work setting
are just as likely to find employment in a small firm as a large one. Given

the growing importance of small firms in recent years to the economic well-
Being of the nation, these findings suggest that strengthening the link between
vocational education and the small business community can assist in assuming

an adequate supply of labor to this sector of the economy.
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FOOTNOTES

The Wave 3 data were collected during May-August 1984 and cover references
months beginning in January 1984 and ending in July 1984,

Since the bulk of training at a non-work site occurs in a vocational setting
and what happens to persons who undertake vocational training is of interest,
the terms "training received elsewhere" and "training not at work but

other than at a previous employer" are hereafter used interchangeably

with “vocational training" interpreted in its widest sense.

¥he figure 7.4 is the difference between 12.9 (large firms) and 5.5 (small
irms).

Two groups of workers are omitted from Table 4: 1) workers who said they
received their most recent training at work, but the year in which this
training was obtained is earlier than the year they started their current
job, and 2) workers who said they received their most recent training at a
previous employer, but the year in which this training was obtained over-
laps the years spent on their recent job. In both cases, the training and
job tenure information are inconsistent with each other,

(1.4/5.4) x 100,

The figure for small firms

The figure for small firms = (4.0/8.3) x 100.
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