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Purpose of Report

• To examine government policies, programs 
and/or initiatives used by selected OECD 
countries to encourage the provision of 
employer-sponsored workplace training. 
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Background 

• Canada under-performing in workplace 
learning in comparison with other countries 
(Goldenberg, 2006).  
– < 30 percent of adult workers in Canada participate 

in job-related education and training; compares with 
35 percent in UK and 45 percent in US.  

– Participation rates in employer-sponsored training in 
Canada and firms’ spending per employee have 
remained virtually the same in recent years ($824 in 
’03 and $914 in ’05). 

• Over 40 percent of adult Canadians lack 
literacy and numeracy skills they need to 
function well in today’s knowledge economy 
and society.
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Background (2)

• Employer-sponsored training concentrated 
among:
– younger workers, 

– those with higher education and skill levels, 

– workers in larger firms.  

• Barriers to additional training include:
– costs of training and of lost working time;
– lack of information;
– employer skepticism about return-on-investment;
– concerns about “poaching.”
– Training not linked to business objectives.

• Barriers greater for SMEs.
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Countries Examined 

• Focus on countries with record of above 
average employer investment in training.

• Based on data from the Organisation for 
Economic Co-operation and Development 
(OECD, Education at a Glance, 2005) on 
participation in non-formal job-related 
learning:  

– Denmark, Sweden, the United States, Finland, 
Switzerland, and the UK. 

– Also include some information on incentives in 
Australia and the Netherlands.
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Framework of Analysis

• Focus on describing and analyzing policy 
instruments used in selected countries to 
enhance employer investment in training. 

• Use an approach outlined by Pal (2001) to 
classify policy instruments into four types:

1. Inform/engage

2. Spend/tax

3. Regulate

4. Provide directly
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Framework for Analysis (2)

• Selection criteria for materials:

– documents on employer-sponsored training 
published in peer-reviewed journals; 

– documents published by well-known international 
organizations (e.g. OECD and the EU); and

– documents published by independent national 
research agencies.

• Government documents and websites 
examined for descriptions of instruments.

• For assessing performance of these 
instruments, evaluations conducted by 
independent researchers were examined.
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Training and Market Failure

• Labour market information as “public goods.”

• “Externalities”: employers can’t capture all 
benefits of training. (However, offering 
training may attract workers to stay with a 
company, offsetting risks of poaching.)

• Credit constraints may limit workers’ ability to 
finance their own training.

Underinvestment in training particularly likely in
SMEs and for less-educated individuals.
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Inform/Engage

• Governments may try to influence behaviour by 
providing information, including research results that 
would not be (adequately) provided in the market.  

• This type of instrument can also involve efforts to 
promote commitment through dialogue or persuasion.

• There is a clear public good component, as well as 
economic benefit, to the provision of such information. 

• Specific instruments may include: 

– print material, hard-copy or on-line; media campaigns; the 
conduct and dissemination of research; knowledge 
exchange events such as roundtables that bring together 
researchers, practitioners, and other stakeholders. 
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Inform/Engage: Approaches Taken

• Approach in the UK focuses on obtaining training 
commitments from employers (with some recognition or 
financial incentives for doing so)(e.g. Skills Pledge).

• U.S. focuses on providing information. 

• Nordic countries have tradition of engagement of  
“social partners” (business and labour organizations) in 
labour market policy.

• Investment in training in those countries is the product 
of the collective bargaining process (in terms of specific 
measures at the enterprise level)

• National goals and the structure and design of training 
programs are developed through tripartite processes. 
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Spend/Tax 

• This type of instrument includes grants, subsidies, and 
tax expenditures.  

• It could also include special taxes to fund these 
expenditures (such as payroll levies). 

• They are designed to alter the cost-benefit calculus for 
the employer: investment that would not have been 
seen as worthwhile is made attractive when the 
government covers part of the cost.
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Spend/Tax: Approaches

• Variety of financial incentives are used in the target 
countries to stimulate employer investment in training, 
but there is limited evidence about the effectiveness of 
different approaches.

• Most countries examined provide some incentives that 
are targeted at the less skilled, in addition to more 
general subsidies or tax credits. 

• England is also targeting small businesses with the use 
of brokers and assessment tools designed to help them 
identify and meet skill development needs. There is 
some evidence of effectiveness of these more targeted 
approaches.
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Regulate 

• This instrument type includes laws/regulations 
that specify a level of investment in training 
and penalize those who do not comply. 
– latter aspect means that there is some overlap 

between this category and that of “spend/tax.”

• It would also include processes for 
accreditation of providers and certification of 
participants.
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Regulate: Approaches

• Aside from educational leave, direct regulation 
of employers is not used much as an 
instrument to promote training in the Nordic 
countries, and little used in others as well, 
except for the “train or pay” schemes found in 
some countries, such as France and Canada 
(Quebec). 

• There is an ongoing debate in literature, 
reflecting mixed evidence, about whether 
training levies or “train or pay” schemes ought 
to be part of the policy mix.
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Provide Directly

• This involves the provision of the training by a 
government department or agency.

• Governments can also act as brokers by 
providing services that help employers 
connect to programs offered in the private 
sector or by community organizations.
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Provide Directly: Examples

• UK - Learning and Skills Council (LSC)

– An arms length company set up by the government works 

with employers in England to develop skills of their 

workforce. 

– LSC operates a network of independent Skills Brokers, that 

provide advice, at no cost to clients, on how to determine 

training needs, identify suitable providers, find available 

funding, and review progress. 

• US – many states use a variety of employer tax 
revenues to fund their own employment placement and 
training programs.
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General Evaluations of Incentives to Train

Formal evaluations are scarce. Evaluation studies that look

at a range of instruments include:

• Görg (2005).  (Ireland). Finds that government grants 
stimulated spending on training by domestic firms. 

• Billet and Smith (2003): 
– Main drivers for investment in training are internal, such 

as org. change and new technologies, not govt incentives. 

– Social institutions have major influence on attitudes 
towards training.  

– Firms more accepting of sectoral or regional levies than a 
broad national levy.

– There is a role for government in funding training that 
meets general needs of the economy. 
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Evaluation Studies (2)

• Van Elk and Gelderblom (2005).  Review evaluations of 
policy instruments in 15 EU states to promote training 
of the employed. They conclude (from the thin 
evaluation evidence):

– Incremental effect of levies is small and that both 
levies and tax incentives have a high “deadweight.”

– Deadweight is lower for training subsidies that are 
targeted to disadvantaged groups, such as SMEs or 
less-educated workers, but the incentives have to be 
substantial to make a difference. 

– Involvement of social partners is important.

.
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Lessons for Canada

• Effectiveness of policy instruments are often 
mixed and inconclusive from the literature 
examined.  

• However, evidence available suggests there is 
scope in Canada for:
– engaging labour and business in setting priorities,

– disseminating information about training programs,

– continuing to support the development of sectoral 
labour market organizations, and

– providing financial incentives targeted to SMEs and 
less-educated workers.  
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Lessons for Canada (2)

• As noted in report, the evidence base is thin.

• Canada could help fill this gap by giving 
priority to, and adequate funding support for, 
the formal evaluation of instruments used to 
foster employer investment in training.



22

For additional information:
www.cprn.org

e-mail: info@cprn.org

Receive news of our publications, presentations and 
events on your desktop by subscribing to CPRN’s 

e-network, our free weekly electronic newsletter. 

www.e-network.ca


