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ABSTRACT 

The s u b j e c t  m a t t e r  of  t h i s  d i s s e r t a t i o n  concerns 

economic a s p e c t s  o f  manpower t r a i n i n g  programs sponsored by t h e  

. f e d e r a l  government i n  Canada. I n  p a r t i c u l a r  it focuses  upon t h e  

r e l a t i v e  e f f i c a c y  o f  two of t h e  methods of t r a i i l i n g  used -- on- 

the- job t r a i n i n g  (OJT)  and i n s t i t u t i o n a l  t r a i n i n g .  The 

re levance  of  t h e  i n v e s t i g a t i o n  i s  sugges ted  by t h e  l a r g e  

expend i tu re s  on manpower t r a i n i n g  and by t h e  d e a r t h  of  com- 

parab le  s t u d i e s  t o  dd t e .  

The a n a l y s i s  employs t h e o r e t i c a l ,  d e s c r i p t i v e ,  and 

empi r i ca l  approaches i n  add re s s ing  t h e  economic a s p e c t s  of 

t r a i n i n g  programs which a r e  ( a )  Canada-wide, (b)  funded by t h e  

f e d e r a l  government, and (c) o f  two main types:  i n s t i t u t i o n a l  

and on-the-job. F i r s t ,  t h e  d e f i n i t i o n s  and c h a r a c t e r i s t i c s  o f  

t r a i n i n g  a r e  examined, i nc lud ing  t h e  v a r i o u s  forms it may take .  

An a t tempt  is  made t o  examine some t h e o r e t i c a l  a s p e c t s  o f  one 

v a r i a n t  o f  t r a i n i n g  which is  o f  p a r t i c u l a r  i n t e r e s t  -- namely, 

OJT. The t h e o r e t i c a l  r a t i o n a l e  f o r  government i n t e r v e n t i o n  i n  

t r a i n i n g  i s  examined and e m p i r i c a l  ev idence  i s  brought  t o  bea r  

upon such arguments i n  t h e  Canadian c o n t e x t .  The o p e r a t i o n s  o f  

f e d e r a l  government t r a i n i n g  programs i n  Canada a r e  t hen  

examined: t h e i r  o b j e c t i v e s ,  t h e i r  r e l a t i v e  emphasis upon 

i n s t i t u t i o n a l  and OJT methods, r e s p e c t i v e l y ,  and t h e i r  perform- 

ance v i s - a -v i s  o b j e c t i v e s .  T h e o r e t i c a l  and a p r i  r l i  arguments 

concerning t h e  r e l a t i v e  e f f i c a c y  of  i n s t i t u t i o n a l  and on-the-job 

t r a i n i n g  a r e  t hen  examined. F i n a l l y ,  an  a n a l y t i c a l  framework i s  



employd for an empirical investigation of the relative 

efficiency of the two methods in traininy clients for four 

selected occupations. 

The study shows, first, the differences in kind which 

exist between the two main methods of training considered, and 

indicates how economic analysis may elucidate the learning 

from experience variant of OJT. Secondly, it is shown that 

there exists potential, on theoretical and empirical grounds, 

f c,r the fruitful operation of t~ ,i L n i  ng programs in Canada. 

Next, the Canada Manpower Training Program is seen to be 

addressed to a variety of ecunomic objectives, which it has met 

with varying degrees of success. l'he heavily institutional 

character of the Program is 2pparent.   his institutional 

empha,ls of Canadian training programs stands in marked con- 

trast to the balance of the theoretical debate on the relative 

merits of institutional training and OJT, and to the results 0.f 

empirical studies in this area. 

Finally, it is demonstrated that for four populous 

occupations in each of which some clients are presently trained 

in institutional courses and some by OJT, the concentration of 

activity in the more effic1c:nt training method can yield sig- 

nificant benefits,and cost reductions, for the Department of 

Manpower and Immigration. This reallocation is accompanied by 

an inprovenent in the department's objective function of 5.4 per 

cent, or close to $2 million, in courses covering 5,700 

trainees. The concomitant cost savings amount to $1.06 million. 



Moreover, t h e  c o n c e n t r a t i o n  of t r a i n e e s  i n  t h e  most e f f i c i e n t  

method f o r  each  occupat ion  has t h e  e f f e c t  o f  doubl ing  t h e  number 

o f  c l i - e n t s  t r a i n e d  on t h e  job. 
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CHAPTER 1 

INTRODUCTION AND OUTLIVE 

This study is concerned with some economic aspects of 

manpower training programs sponsored by the Canadian federal 

government. Within this framework, a major objective will be to 

examine the relative effectiveness of two methoc. of training -- 
institutional and on-the-job -- under the Canada panpower 
Training Program. 

The purpose c his chapter is twofold. The first 

section is designed to suggest the timeliness and relevance of 

the economic analysis of training programs in terms of the 

apparent interest shown in them by governments in many countries, 

including Canada. The second section then outlines the particu- 

laraspectsof training programs which areto be analysed in 

subsequent chapters, together with a brief sketch of the struc- 

ture and content of those chapters. 

1. The Historical Evolution of Manpower Training Programs 

The decade of the 1960s witnessed the growth, in rhany 

industrialized countries, of what have come to be known as 

"manpower policies". The emergence of these policies may be 

described as follows. 

In the years immediately following the Second World 

War, the memory of the Depression was still fresh in many minds, 

governments passionately espoused the pursuit of full employ- 

ment, and policy-makers thankfully received the Keynesian legacy 

of countercyclical fiscal policy. More recently, however, many 



Western economies experienced a surge of growth uninterrupted by 

severe depression and massive unemployment, yet characterized by 

the emergence of different, though nevertheless troublesome, 

phenomena related to the labour market. The co-existence of 

substantial unemployment and inflation led to a new orientation 

of concern -- with the allocative efficiency of the labour market. 
Geographical and occupational mismatching of men and jobs -- the 
simultaneous existence of inflationary bottlenecks in some areas 

and/or trades, and idle workers in others -- pointed up the need 
for some kind of augmentative measures : . I >  aid the operation of 

I/ the labour market.- 

With recognition of this need came government programs 

of training, to meet the occupational mismatching; of mobility, 

to meet the geographical mismatching; d i d  of counselling and 

placement services to bolsi,hr the quantity, qudLity, and di.:- 

semination of information in the labour market. It is this range 

of activities which is generally considered to be subsumed under 

2 / the heading of "manpower policyw.- 

Training programs appear to play an important role in 

all countries pursuing an active manpower policy. They are seen 

. as the way in which existing skills can be improved, and new 

The particular problems of the "hard-core unemployed", the 
disadvantaged: the unskilled, poorly educated, black, aged, 
disabled, etc., whose plight has not proven suscqtible of 
alleviation by traditional measures, imparted a sense of 
urgency to the formulation of manpower policies ia the United 
States. 

Imigration is frequently included in this list of activities. 



skills acquired. Thus skill shortages may be alleviated, produc- 

tivity increased, and/or employability improved. 1/ 

In the United States, training was an integral part of 

the Area Redevelopment Act of 1961, which may be considered as 

one of the first steps towards modern manpower policies in that 

country.i/ The Manpower Development and Training Act of the 

following year called for a Siversified nationwide training 

program, including on-the-job training, for persons who could not 

reasonably be expected to find full-time employment without such 

training .?' The Economic Opportunity Act of 1964 established two 

other programs -- the Neighbourhood Youth Corps and the Job 
Corps -- which constituted another important federal involvement 
in the training field. Later in the 1960s a range of new programs 

involving training were oriented towards the problems of particu- 

lar groups. 

Throughout this period, there took place a prolifera- 

tion of training programs in the United States which was 

accompanied by steadily increasing federal expenditures, as may 

be seen from Table 1-1. By 1973, over 2 3/4 billion dollars were 

spent on this activity. 

A further dimension to the role of training programs is the 
possibility of their use in a specifically anti-cyclical manner: 
see OECD Manpower and Social Affairs Committee, "Adult Training 
as an Instrument of Active Manpower Policy" (Paris, May 15, 
1970), and Newton, K., "A CountercycLical Training Programme 
for Canada?", Industrial ~eZations/R@lations Industrietles, 
vol. 26, no. 4, December 1971, pp. 865-888. 

See A. R. Websr in Public-Private Manpouer Policiea (IRRA, 
1969), p. 1. 

5/ Manpower Report of the President, 1965, i ; .  125. 
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I n  t h e  U n i t e d  Kingdom t h e  T n d u s t r i a l  T r a i n i n g  A c t  o f  

1964 e s t a b l i s h e d  I n d u s t r i a l  T r a i n i n g  Esards  i n  a number o f  

6/ i n d u s t r i e s , -  charged  w i t h  e n s u r i n g  a n  a d e q u a t e  p r o v i s i o n  o f  

t r a i n i n g  f a c i l i t i e s  i n  t h e i r  p a r t i c u l a r  i n s u s t r i e s .  Unl ike  t h e  

sys tems  o f  t h e  Uni ted  S t d t e s  and Canada, t h e  B r i t i s h  t r a i n i n g  

programs are n o t  f i n a n c e d  v i a  heavy i n v o l v e n e n t  o f  t h e  c e n t r a l  

government. R a t h e r  what i s  i n v o l v e d  is  t h e  r e d i s t r i b u t i o n  o f  

t r a i n i n g  f u n d s  among f i r m s  by a  levy-and-grant  sys tem i n  which 

f i r m s  must pay a l e v y  whe ther  t h e y  t r a i n  o r  n o t ,  and r e c e i v e  

g r a n t s ,  n o t  s i m p l y  i f  t h e y  u n d e r t ~ k e  t r a i n i n g ,  b u t  i f  t h e y  do s o  

i n  t h e  manner p r e s c r i b e d  by t h e i r  r e s p e c t i y e  I n d u s t r i a l  T r a i n i n g  

Boards.  The A c t ,  d o e s ,  however r e p r e s e n t  r e c o g n i t i o n  o f  t h e  

impor tance  o f  a d u l t  t r a i n i n g  and it h a s  c l e a r l y  had a s i z a b l e  

impact  i n  f i n a n c i a l  t e rms .  E a r l y  i n  1970, t o t a l  l e v i e s  w e r e  

c l o s e  t o  $320 m i l l i o n ,  o f  which,  a f t e r  a d n i n i s t r a t i o n  expenses ,  

7  / a b o u t  $306 m i l l i o n  was r e t u r n e d  t o  f i r m s  i n  t h e  form of g r a n t s . -  

8 / T h i s  amounts t o  approx imate ly  $12 p e r  l a b o u r  f o r c e  member.- 

I n  Canada a l s o ,  t h e  f e d e r a l  government h a s  p layed  a 

s i g n i f i c a n t  r o l e  i n  t h e  p r o v i s i o n  o f  t r a i n i n g  d u r i n g  t h e  l a s t  

decade.  The T e c h n i c a l  and V o c a t i o n a l  T r a i n i n g  A s s i s t a n c e  ~ c t  o f  

1 9 6 0  (TVTA) prov ided  f o r  f e d e r a l  p a r t i c i p a t i o n  i n  a  number of 

p r o g r a m ,  i n c l u d i n g  o c c u p a t i o n a l  t r a i n i n g  f o r  a d u l t s ,  t r a i n i n g  

2' As o f  February  1970 t h e r e  were 28 such boards .  

See D. ~ e e i  and 1 ' .  C h i p l i n ,  "The Economics o f  I n d u s t r i a l  
T r a i n i n g " ,  L l o y d s  B a n k  R e v i e w ,  A p r i l  1970, pp. 29-41. 

Cf. e x p e n d i t u r e s  on t r a i n i n g  p e r  l a b o u r  f o r c e  member i n  t h e  
Uni ted  S t a t e s  and Canada i n  C h a r t  1, page 9 .  



i n  co-opera t ion  w i t h  i n d u s t r y ,  and t r a i n i n g  of  t h e  unemployed. 

The A c t  a l s o  inc luded  a C a p i t a l  Ass i s t ance  Program by which 

provinces  w e r e  reimbursed f o r  75 p e r  c e n t  o f  t h e i r  spending on 

expansion o f ,  a l t e r a t i o n s  t o ,  and purchases  o f  equipment f o r  

approved t e c h n i c a l  and v o c a t i o n a l  t r a i n i n g  f a c i l i t i e s .  v 

The Adult  Occupat ional    raining A c t  (AOT) of 1967, 

which is c u r r e n t l y  i n  f o r c e ,  l e a v e s  t h e  t r a i n i n g  of youth t o  t h e  

provinces  and p rov ides  f o r  f u l l  f e d e r a l  abso rp t ion  o f  occupa- 

t i o n a l  t r a i n i n g  c o s t s  f o r  a d u l t s .  T ra inees ,  who need n o t  be 

unemployed a t  t i m e  o f  r e f e r r a l ,  may be e l i g i b l e  f o r  allowances 

accord ing  t o  c e r t a i n  c r i t e r i a . % /  The a c i u a l  t r a i n i n g  cou r se s  

a r e ,  f o r  t h e  most p a r t ,  purchased from t h e  provinces  by t h e  

f e d e f a l  government. Thu c a p i t a l  a s s i s t a n c e  p r o v i s i o n s  of  TVTA 

were c a r r i e d  ove r  t o  AOT and t h e r e  i s  f u r t h e r  p rov i s ion  f o r  l oans  

11/ t o  t h e  p rov inces  f o r  t h e  c o n s t r u c t i o n  o f  t r a i n i n g  f a c i l i t i e s . -  

Thus f e d e r a l  r r a i n i n g  expend i tu re s  i n  Canada have grown 

s u b s t a n t i a l l y ,  and t h e r e  i s  reason  t o  b e l i e v e  t hey  w i l l  con t inue  

t o  do so .  I n  an  add re s s  t o  economists ,  D r .  W. R. Dymond, then 

A s s i s t a n t  Deputy M i n i s t e r  o f  t h e  Department o f  Manpower and 

Immigration, t o l d  h i s  audience  t h a t  t h e  AOT programwas"doing 

2' See D.  Glendenning, "A Review of Federa l  L e g i s l a t i o n  Re la t i ng  
t o  Technica l  and Vocat iona l  Education i n  Canada", Technical  
and Vocat iona l  T ra in ing  Branch, Department of  Labour (Ottawa, 
March 1965) .  

- lo/ See Chapter  4 f o r  d e t a i l s  of  t h e  Canadian t r a i n i n g  system. 

See P lanning  and Evalua t ion  Branch, Program Development 
S e r v i c e ,  Department of  Manpower and Inmigra t ion ,  "The Canadian 
Adult  T ra in ing  and Re t r a in ing  Program", prepared f o r  t h e  OECD, 
July 1968. 



broadly what it was intended to do", and suggested the fcder 1 

government's confidence in the plogram by reportin{j, 

"During the period of very substantial government 
restraints on expenditures, because of inflationary 
pressures, it is one of the few programs of the federal 
government which has expanded, because of its contribu- 
tion to productivity and hence to reducing the labour 
market pressures of  inflation."^/ 

The growth in the Canadian government's expenditures on training, 

for the period 1961-75, is shown in Table 1-2, kclow. 

Table 1-2 

GROWTF! OF FEDERAL GOVERNMENT EXPENDITUPZS 
ON TRAINING: CANADA, 1961-75* 

(Thousands of current dollars) 

Fiscal Year Operating Capital Total 

1961 8,453 -- 8,453 
19 6 2 17,829 17,901 35,730 
1963 28,288 179,627 207,915 
1964 34, 394 102,038 136,432 
1965 44,476 52,758 97,234 
1966 48,672 104,090 152,762 
1967 85,331 136,056 221,387 
1968 190,703 119,019 309,722 
1969 192,966 105,950 298 , 916 
1970 245,045 83,673 328,717 
1971 289,577 75,443 365,020 
1972 328,437 76,078 404,515 
1973 343,498 - - 343,498 
1974 363,196 - - 363,196 
1975"" 364,848 - - 364,848 
197G** 381,472 - - 381 ,472 

*Detailed notes on items in this table may be foun3 in the 
appendix to this chapter. 

Source: Public Accounts of Canada, 1961-69 and Estimates, 
1975-76, and Manpower and Immigration Annual Report 
(Ottawa: hformation Canada). 

- 12' W. R. Dymond, "Manpower Policy in Canada as a Selective 
Instrument of Economic Policy" (Address to Economics 
Department, University of Massachusetts, Amherst, Mass., 
February 18, 1979), p. 10. 



I n  a d d i t i o n  t o  t r a i n i n g  programs p e r  s e ,  t h e  Canadian 

government has  a l s o  mounted a number of  d i r e c t  job-creat ion 

Thus it i s  apparent  t h a t  t h e  t r a i n i n g  component of  

Canadian manpower programs i s  of s i z a b l e  p ropor t ions .  Moreover, 

t h e  a b s o l u t e  m a g n i t u d e w  and s teady  growth o f  f e d e r a l  expendi- 

t u r e s  on t r a i n i n g  sugges t  t h e  need f o r  economic a n a l y s i s  and 

e v a l u a t i o n  i n  t h i s  f i e l d .  

programs i n  r e c e n t  y e a r s  which provide v a l u a b l e  work experience. 

I n  1971-72 t h e  Local I n i t i a t i v e s  Program (LIP) and t h e  Opportu- 

n i t i e s  f o r  Youth Program (OFY) were launched. LIP i s  t h e  l a r g e r  

of  t h e s e  two programs which, t o g e t h e r ,  involved a f e d e r a l  expendi- 

t u r e  of  over  $100 m i l l i o n  i n  F i sca l  y e a r s  1973-74 and 1974-75. 

I n  t h e s e  same y e a r s  t h e  Local Employment Ass i s t ance  Program 

(LEAP) has  been i n  o p e r a t i o n  and involved expend i tu re s  o f  

$5.5 and $12 m i l l i o n ,  r e s p e c t i v e l y .  Such programs may be 

compared w i t h  some o f  t h e  work exper ience  programs i n  t h e  

~ n i i e d  S t a t e s  -- such a s  t h e  Neighborhood Youth Corps and Job  

Oppor tun i t i e s  i n  t h e  ~ u s i n e s s  Sec to r  -- l i s t e d  i n  Table 1-1 and 

desc r ibed  i n  t h e  appendix. 

The burgeoning expendi tures  on t r a i n i n g  by t h e  f ede ra l  

government a r e  f u r t h e r  i l l u s t r a t e d  i n  Char t .1 -1 ,  which shows 

f e d e r a l  t r a i n i n g  expend i tu re s  p e r  ldbour  f o r c e  member i n  both  

t h e  United S t a t e s  and Canada. 

I n  f i s c a l  yea r  1973-74, f o r  example, t h e  Canadian f e d e r a l  
government s p e n t  ove r  $363 m i l l i o n  on t r a i n i n g ,  a s  conpared 
t o  almost  $2 b i l l i o n  on h e a l t h ,  $3/4 b i l l i o n  on family 
al lowances,  $580 m i l l i o n  on p o s t a l  s e r v i c e s ,  and a l i t t l e  
ove r  $ 2  b i l l i o n  on unemployment insurance .  



Chart  1-1 

FEDERAL GOVERNMENT OPERATIIJG EXPYNDITURES ON 
TPAINING PER LABOUR FORCE MEMBER, CANADA 

AND UNITED STATES, FISCALYEARS 1961-73 

(Do l l a r s )  

Source: Canada -- P u b l i c  Accounts of Canada and Es t imates ;  
Dominion Bureau o f  S t a t i s t i c s  Labour Force Survey; 
United S t a t e s  -- Manl'ower Report of the  Pres iden t ,  
U.S. Department o f  Labor, Employment and Earnings.  

2 .  Dimensions of Ana lys i s  

There a r e  many dimensions o f  e v a l u a t i v e  a n a l y s i s  wi th  

r e s p e c t  t o  government expend i tu re s  on t r a i n i n g .  A t  what might 

be c a l l e d  t h e  "po l i cy  l e v e l "  of decision-making, one might ask  



whether certain ecowmic objectives could best be achieved via 

manpower : licy or by means of some alternative policy. A t  

the "program level" one might enquire whether, say, training or 

mobility could better be used to achieve a particular goal. 

Then with respect to a particular program "activity", such as 

training, there is the question of the approLjriate role for 

government: what is the relative effectiveness of public and 

private training programs? How much government involvement, 

therefore, should there be? In what areas (occupations, indus- 

tries, geographical locations, clientele, etc.) should the 

government intervene? Finally, one might,want to know what type 

of training should be utilized -- for example; institutional 
training or on-the-job training? 

Some consideration of a large number of such questions 

is almost inevitable fc3r anyone researching government training 

activities, and some of the facets mentioned above will, indeed, 

be touched upon in the ensuing chapters. The primary orientation 

of the present undertaking, however, ismotivated by the apparent 

dearth of studies in the econonics of training in a number of 

specific dimensions. First, while a number of evaluative studies 

of training programs have been undertaken in recent years, they 

are almost exclusively American in origin and subject matter. 

Second, most of then are, moreover, concerned with institutional 

training only: few empirical studies have been addressed to on- 

the-job training (OJT), and the theoretical implications of such 

training remain largely unexplored. Finally, the relative 

effectiveness of OJT and institutional training programs has been 

the subject of only three investiqations to date -- two in the 



United S t a t e s  and one f o r  t h e  province  o f  On ta r io  under t h e  TVTA 

l e g i s l a t i o n  which, a s  desc r ibed  above, was superceded by t h e  

p r e s e n t  Adul t  Occupat ional  T ra in ing  ~ c t . 1 4 '  The fo l lowing  

c h a p t e r s ,  a cco rd ing ly ,  c o n s t i t u t e  an  a t t empt  t o  r e d r e s s  t h i s  

appa ren t  imbalance. 

The primary focus  o f  t h e  e x e r c i s e  is  upon t h e  economic 

a s p e c t s  of  t r a i n i n g  programs which a r e  ( a )  Canada-wide, 

(b) government sponsored,  and (c)  o f  two major types :  i n s t i t u -  

t i o n a l  and OJT. The a n a l y t i c a l  procedure employs 

t h e o r e t i c a l ,  d e s c r i p t i v e ,  and empi r i ca l  approaches i n  add re s s ing  

a  number of  q u e s t i o n s  subsumed by t h i s  d e l i n e a t i o n .  F i r s t ,  what 

is  t r a i n i n g ,  i n  t heo ry  and i n  p r a c t i c e ?  What forms may it t a k e ,  

what i s  i t s  t h e o r e t i c a l  r a t i o n a l e ,  and what l i g h t  can economic 

t heo ry  shed upon one v a r i a n t  which i s  o f  p a r t i c u l a r  i n t e r e s t  -- 
namely, OJT? Secondly, what i s  t h e  t h e o r e t i c a l  r a t i o n a l e  f o r  

government i n t e r v e n t i o n  i n  t r a i n i n g  a c t i v i t i e s ,  and what empi r i ca l  

ev idence  can be brought  t o  bea r  upon such arguments i r ,  t he  

Canadian c a s e ?  T h i r d l y ,  how do Canadian government t r a i n i n g  

programs o p e r a t e ,  what o b j e c t i v e s  a r e  they  d e s i ~ n e d  t o  meet, how 

much emphasis do they  p l a c e  upon i n s t i t u t i o n a l  and on-the-job 

t r a i n i n g ,  r e s p e c t i v e l y ,  and how s u c c e s s f u l  a r e  they?  Inves t i ga -  

t i o n  of  t h e s e  q u e s t i o n s  is  undertaken t o  f u r n i s h  t h e  necessary  

background a g a i n s t  which t o  pose t h e  q u e s t i o n  o f  major concern 

i n  t h i s  s t udy  -- namely, what ev idence  can  be brought  t o  hea r  

concerning t h e  r e l a t i v e  e f f i c a c y  o f  OJT and i n s t i t u t i o n a l  programs 

- 14/ The m a  : o r  s t u d i e s  concerning t h e  economics of i n s t i t u t i o n a l  
and on-the-job t r a i n i n g  a r e  desc r ibed  i n  Chapter 5 below. 



i n  Canada? What '.Y t h e  empi r i ca l  evidence concerning t h e  

r e l a t i v e  e f f i c a c y  of O J T  and i n s t i t u t i o n a l  programs i n  Canada? 

3 .  Out l ine  o f  t h e  S tudy  

F i r s t ,  i n  Chapter  2 ,  some conceptua l  a s p e c t s  o f  t h e  

economics o f  t r a i n i n g  a r e  examined - p a r t i c u l a r l y  t r a i n i n g  on 

t h e  job and one  of  i t s  v a r i a n t s :  " l e a r n i n g  from exper ience" .  The 

s e v e r a l  dimensions o f  t r a i n i n g  a r e  descr ibed:  formal and informal ,  

g e n e r a l  and s p e c i f i c ,  p u b l i c  and p r i v a t e ,  i n s t i t u t i o n a l  and O J T .  

Its r e l a t i o n s h i p  t o  formal  educa t ion  i s  d i scus sed ,  arid r e c e n t  

a t t empt s  t o  d i s t i n g u i s h  t r a i n i n g  and l e a m i n g  from experience a r e  

c r i t i c a l l y  examined. I n  r e f u t i n g  e a r l i e r  arguments t h a t  l e a r n i n g  

from expe r i ence  i s  c o s t l e s s ,  t he  concept  o f  "dynamic oppor tun i ty  

c o s t s "  i s  in t roduced .  A f u r t h e r  c h u a c t e r i s t i c  which has  been 

a t t r i b u t e d  t o  l e a r n i n g  from exper ience  -- t h a t  it i s  

"unavoidablet '  -- i s  ana lysed  wi th  t h e  use  of  t h e  theory  of  j o i n t  

p roducts .  

The r a t i o n a l e  f o r  government-supportea t r a i n i n g  i s  

developed i n  Chapter 3 .  The t h e o r e t i c a l  ca se  f o r  t h e  p o t e n t i a l  

c o n t r i b u t i o n  of t r a i n i n g  grograms t o  t h e  d t ta inment  of va r ious  

economic g o a l s  i s  cons t ruc t ed .  I t  i s  argued t h a t  t r a i n i n g  i s  

one of a  se t  of  a l t e r n a t i v e  i n s t rumen t s  which nay be u t i l i z e d  i n  

p u r s u i t  of  n a t i o n a l  economic o b j e c t i v e s  and t h a t  t h e s e  a l t e r n a -  

t i v e s  a r e  n o t  independent  o f  each o t h e r .  Nor, it i s  maintained, 

a r e  t h e  o b j e c t i v e s  (growth, s t a b i l i z a t i o n ,  e q u i t y )  independent 

of  one ano the r ,  s o  t h a t ,  even when t r a i n i n g  i s  d i r e c t e d  pre- 

dominantly towards t h e  achievement of  a  p a r t i c u l a r  goa l ,  t h e r e  

w i l l  i n e v i t a b l y  be " s p i l l u v e r s "  i n t o  o t h e r  goa l  a r e a s .  I n  



outlining the case for government training programs in  lati ti on 

to each of the objectives in turn, the arguments based on scale 

economies, externalities, and imperfections in labour and 

capital markets are examined. 

Next, in Chapter 4, the Canadian Manpower Training 

Program is described. Its characteristics are critically examined 

in the light of the objectives, explicit and implicit, of the 

Department of Manpower and Immigration. The predpminantly 

institutional nature of Canadian training is observed, and the 

question is raised as to why more industry-based training is 

not under taken. 

The evidence of previous studies on the efficacy of 

OJT and institutional training programs is presented in Chapter 5. 

The chapter examines a p r i o r i  arguments and empirical evidence as 

to the relative advantages of the two ty!>es of training for 

various purposes. 

Chapter 6 offers an approach to the evaluation of insti- 

tutional and on-the-job training in Canada. A framework is 
's 

suggested for the analysis of institutional and OJT courses con- 

ducted for the sane occupations under the Canada Manpower Training 

Program in fiscal year 1971-72. Conciuding comments are contained 

in Chapter 7. 

Appendices follow various chapters to supply augmenta- 

tive material. Finally, a comprehensive bibliography, relating 

to the subject matter of the study, appears at the end. 



APPENDIX TO CHAPTER 1 

Table 1-1 

(i) The first major item of legislation to influence the 
course of U.S. f(t?cral government involvement in training 
programsin this pt riod was the Manpowel Development 
and Training Act of 1962. MDTA called for a divel-* rfied 
nationwide training program (including OJT) and was 
particularly oriented towards family heads, youths aged 
19-21, and workers from low-income families. 

Arnendmcb~lts to the Act in 1963 provided for expansion of 
the programto accommodate out-of-jchool youths under 
19, persons needir~j education prior to training, and 
those requiring allowances or part-time work in order to - 
undertake training. 

In 1964 the Economic Opportunity Act authorized two work 
training programs-- the Job Corps and the Neighbourhood 
Youth Corps -- for young people from impoverished families. 
(See Manpower Report oj' the President, 1965, p. 125.) 

(ii) ResponsiLility for NYC seems to have bcken transferred 
from the Office of ~conomic Opportunity to the 
Department of Labor in fiscal 1967. Job Corps, too, 
has now been delegated to the Department of Labor -- as 
of the beginning of fiscal 1970. 

(iii) Some training seems to have been undertaken with 
federal assistance under the provisions of the Area 
Redevel~lpment Act of 1961. It appears, however, to 
have bcwn rather small compared to the otherprograms 
we have included in the table. For this reason it was 
omitted. The ARA training provisions were in any case 
transferred to MDTA in 1965. 

(Manpower Report of the President, 1969, P a  78. )  

(iv) A significant feature of the U.S. training scene is the 
proliferation ofprograms oriented to the needs of 
particular groups. Thus Operation Mainstream is directed 
towards unemployed adults or those with low incomes, and 
provides work experience in community betterment activities 
which will prepare them for competitive employment. The 
objective of the New Careers Program for ~~nii~~ployerl and 
underemployed persons is to develop entry level pro- isional 
aide jobs, with maximum career-ladder opportunities, in 
such critically undermanned fields as health, education, 
welfare, neighbourhood redevelopment, and public safety. 
The Work Incentive Program is designed to break the cycle 
of poverty for public assistance recipients. 



Note that all of theseprograms are essentially "work- 
experience programs" in which training is acquired on 
the job. 

(v) Perhaps the most widely hailed of the new training programs 
of the work experience variety is Job Opportunities in the 
Business Sector (JOBS), which was aimed at: 

'I. ..a new partnership between government and private 
industry to train and hire the hard-core unemployed.... 
Essentially the partnership will work this way: The 
government will identify and locate the unemployed. The 
company will train them, and offer them jobs. The company 
will bear the normal cost of training- as it would for any 
of its new employees. But with the hard-core unemployed 
there will be extra costs. 

And these extra costs will be paid for by the government." 

(jpnpower Report of the President, 19681 P a  193.1 

(vi) The reason for the falling-off of the expenditures under MDTA 
.may be explained in part by the fact that, "though MDTA 
resources have increased, they have been used, along with those 

. under the Economic Opportunity Act, to finance the CEP and the 
JOBS program..." 

(Manpower Report of the President, 1970, p. 60.) 

Table 1-2 -- 
With respect to Table 1-2, it should be noted that: 

(i) Two items of legislation guided the federal government's 
involvement in training in this period: the Technical and 
Vocational Training Act (TVTA) from 1960 to 1967, and the 
Adult Occupational Training Act (AOT), which is still in force. 

(ii) 1967-68 was a "phase-out" year for TVTA. Expenditures in this 
year therefore reflect commitments under TVTA as well as a 

expenditures under the new AOT Act. The 1968 figure of 309,722, 
for example, breaks down as: 

AOT 
Training purchases 49,188 (Thousands of dollars) 
Training allowances 55,878 

TVTA PHASE-OUT 
Training payments 85,637 
Capital Assistance 

Program 119,019 

309,722 

(iii) Similarly, che total for fiscal year 1969 includes a payment 
of three million dollars committed under TVTA. 



(iv) Figures for "operating expenses" include grants for operation 
and maintenance of technical rtlld vocational high schools and 
technical institutes, contributions towards training in co- 
operation with industry, etc. (under TVTA); and, under AOT, 
the purchase from the provinces, or from private industry or 
schools, the t.raining courses given to adults, plus the 
allowances paid to trainees. 

(v) Figures for1975and 1976 are estimatesand are taken fromthe 
Government of ~anada's Estiaates, which present to Parliament 
the budgetary expenditure proposals of the government for each 
forthcoming fiscal year. 

(vi) Figures shown in the "capital" column of Table 1-2 represent 
federal assistance to the provinces under 7 -  ?cia1 provisions 
in both the TVTA and the AOT Act. The for1i:t:r included a 
Capital Assistance Program under which the provinces could 
recover 75 per cent of their capital expenditures on technical 
and vocational training facilities. The AOT Act contained a 
provision for loans Lsy the federal government to the provinces 
for construction of training faciliCies, and also carried over 
the C-ipital Assistance Program of TVTA under "transitional 

' gover ments". - 
( 1 4 - 1 5 - 1 6  Elizabeth 11, Chapter 94, An Act respecting the 
occupational training of ~dults, Part 111, pp. 1214-1215, 
8 May 1967.) 

(vii) It is important to note that the Cdpital Assistance Program 
has been essentially a cost-sharing scheme. The extent to 
which the federal government has made capital expenditures 
has therefore been influenced, among other things, by the 
willingness and/or ability of the provinces, in any year, to 
provide their share of the funds required for particular 
investments in training facilities. This helps to explain 
the volatility of the capital series and, similarly, it is 
suggested that the figures for "operating expenditures" 
probably give a clearer picture of the expansion of fedcral 
involvement in training than do the total figures. 



CHAPTER 2 

DEFINITIONAL AND CONCEPTUAL ASPECTS 
OF THE ECONOMICS OF TRAINING 

1. I n t r o < l ~ l c t i o n  

The purpose  o f  t h e  p r e s e n t  c h a p t e r  is t o  c o n s i d e r  t h e  

n a t u r e  o f  t h e  econnmic c o n c e p t  which c o n s t i t u t e s  t h e  b a s i s  o f  

t h c  c n q u i r y  i n  subse( ,uent  c h a p t e r s :  what i s  t r a i n i n g ,  what  forms 

does  it t a k e ,  and what are some o f  t h e  t h e o r e t i c a l  i m p l i c a t i o n s  

o f  t h e  d e f i n i t i o n s  advanced i n  t h e  l i t e r a t u r e  t o  d a t e ?  S e c t i o n  

2 t h e r e f o r e  p r o v i d e s  a  d e t a i l e d  d e s c r i p t i o n  o f  t h e  v a r i o u s  

dimensions  and c h a r a c t e r i s t i c s  o f  t r a i n i n g  and d i s t i n g u i s h e s  t h e  

two b r o a d  c a t e g o r i e s  whose economic e f f e c t i v e n e s s  i s  compared i n  

l a t e r  c h a p t e r s :  government-funded i n s t i t u t i o n a l  and on- the- job 

t r a i n i n g ,  r e s p e c t i v e l y .  

C o n c e p t u a l l y ,  i n s t i t u t i o n a l  t r a i n i n g  d o e s  n o t  d i f f e r  

i I 
s u b s t a n t i a l l y  i n  k i n d  from formal  e d u c a t i o n ,  t o  which c o n s i d e r -  

i , . a b l e  economic a n a l y s i s  h a s  been devo ted  i n  r e c e n t  y e a r s .  

R e l a t i v e l y  l i t t l e ,  however, h a s  been w r i t t e n  on OJT p e r  s e  

f i  d e s p i t e  i t s  impor tance .  The b a s i c  t h e o r y  o f  t r a i n i n g  h a s  been  

1. e l e g a n t l y  c o n s t r u c t e d  by Beckerl '  and ~ i n c e r , '  and t h e i r  

t h e o r e t i c a l  framework is  n o t  reproduced  h e r e .  I t  is  i n t e n d e d ,  
1 I 

ti , ' r a t h e r ,  t o  emphasize t h o s e  s p e c i a l  f e a t u r e s  o f  on- the- job 

L'Becker, G. S. ,  " Inves tment  i n  Human C a p i t a l :  A T h e o r e t i c a l  
A n a l y s i s " ,  J o u r n a l  of P o l i t i c a l  Econom3, Supplement,  Oc tober  
1962, pp.  9-49; and ifurnan C a p i t a l  ( N e w  York: NBER, 1 9 6 4 ) .  

i 

2- '~ incer ,  J . ,  "On-The-Job T r a i n i n g :  C o s t s ,  R e t u r n s ,  and Some 
I m p l i c a t i o n s " ,  J o u r n a l  of Po 2: ' c a l  Ecc~nomy , Supplement,  
Oc tober  1962, pp. 50-79. 



t r a i n i n g ,  and p a r t i c u l a r l y  one o f  i t s  v a r i a n t s  -- l e a r n i n g  from 

expe r i ence  -- which have f u r t h e r  i m p l i c a t i o n s  f o r  t h e  p r e s e n t  

s tudy .  Th i s  i s  t h e  purpose o f  s e c t i o n s  3 ,  4 ,  and 5.  The t h i r d  

s e c t i o n  i n t r o d u c e s  t h e  concept  o f  " l e a r n i n g  from expe r i ence"  and 

d i s c u s s e s  r e c e n t  a t t empt s  i n  t h e  l i t e r a t u r e  t o  d i s t i n g u i s h  it 

from " t r a i n i n g " .  S e c t i o n  4 p r e s e n t s  a  c r i t i q u e  of r e c e n t  t heo re -  

t i c a l  a t t empt s  t o  ,..i;e such a  d i s t i n c t i o n  upon c o s t  c r i t e r i a .  

The r e a l i s m  o f  t h e  t h e o r e t i c a l  models employed i n  t h i s  e x e r c i s e  

.is ques t ioned .  When a  more r e a l i s t i c  model i s  p o s i t e d  t h e  c o s t  

c r i t e r i o n  f a i l s  t o  y i e l d  t h e  " t r a i n i n g "  vs .  " l e a r n i n g "  d i s t i n c -  

t i o n .  Perhaps t h e  s i n g l e  most impor tan t  d i s t ingui : ;h ing  charac-  

teristic t o  be  a t t r i b u t e d  t o  O J T  is  i t s  j o i n t  p roduct  n a t u r e .  

Accordingly, s e c t i o n  5 examines some t h e o r e t i c a l  i m p l i c a t i o n s  

o f  this c h a r a c t e r i s t i c .  

2 .  Dimensions and C h a r a c t e r i s t i c s  of T r a i n i n 2  

F i r s t ,  what is t r a i n i n g ?  Although it may be cons idered  

from v a r i o u s  viewpoints  it i s  sugges ted ,  a s  a s t a r t ,  t h a t  

t r a i n i n g  may be thougl '!  of  a s  a  p roces s  of  s k i l l  a c q u i s i t i o n .  

The economist f r e q u e n t l y  t r e a t s  t h i s  p roces s  a s  a  form of  

" inves tment  i n  human c a p i t a l "  and it Is i n  t h i s  s ense  t h a t  

3 / t r a i n i n g  i s  sometimes d i s t i n g u i s h e d  from g e n e r a l  educat ion.-  

"General educa t ion  ( l i t e r a c y ,  f o r  example) c o n t r i b u t e s  t o  produc- 

t i v i t y ,  b u t  it a l s o  makes l i f e  more en joyable .  Hence g e n e r a l  

educa t ion  has  t o  be  regarded  as a mixture  o f  consumption and 

Z/see Figure  2-1. 



inves tment"  . - 4' T r a i n i n g ,  by c o n t r a s t ,  i s  o r i e n t e d  towards  t h e  

world  of work, is  u n d e r t a k e n  t o  enhance f u t u r e  p r o d u c t i v i t y ,  and  

may t h e r e f o r e  be c l a s s i f i e d  a s  an  invest1:lent. 

F i g u r e  2 - 1  

TRAINING AS PART OF THE PROCESS OF HUMAN CAL'ITAL FORMATION 

HUMAN CAPITAL F0RL:ATION f 
7 

TRAINING I N  TRAINING I N  
INSTITUTIONS F I R M S  

I 
I 

I 
I 

! I ' -1'' 

I 

FORMAL I?ISTRUCTIO!I 
I N  CLASSIIOCIA OE! 
COMPANY PHEI.1ISES 

I 

INSTRUC'rION,GUIDAt!CE, LEARNING FRO!.! . 
ADVICE, AN[) HELP FROM W / N  PERFORMANCE 
COLLEAGUES AND/OR AND IrllSTAKES: 
SUPERVISORS ACQUISITION OF 

GREATER DCXTERITY, 
F A l A l L l A l I l ~ Y  WITH !l EOUIPl4ENT AND 

I PERSONNEL, CONFI- 
DENCE, ETC. I 

1MPROVEL;ENTS I N  
HEALTH,DiET, 
EXERCISE, 
ACCOIAODATION, 
RECREATION ETC. 

2 ' ~ i v l i n .  A l i c e ,  " C r i t i c a l  I s s u e s  i n  t h e  Development o f  Voca- 
t i o n a l  E d u c a t i o n " ,  ch .  11 o f  UnempZoyment i n  a Prosperous  
Economy, e d s .  W .  G .  Bowen and F. H.  Harb i son ,  Report  o f  t h e  
P r i n c e t o n  Manpower Symposiun May 13-14, 1965, p .  156.  

VOCATIONAL 
TRAINING 

v A 

F O R M A L  
EDUCATION 
I N  SCHOOL 



Jacob Mincer, who defined t r a i n i n g  a s  "investment i n  

5/ a c q u i s i t i o n  of s k i l l  o r  i n  improvement of worker p roduc t iv i tyu , -  

sees an e s s e n t i a l l y  complementary r e l a t i o n s h i p  between education 

and t r a i n i n g  i n  the  process of  prepara t ion  f o r  a p a r t i c u l a r  

occupation. ,Thus  completion of some l e v e l s  of schooling i s  seen 

a s  " t h e  end of a more genera l  preparatory s t age"  of t h i s  process.  

The second s t a g e  c o n s i s t s  o f  the "more s p e c i a l i z e d  and o f t e n  pro- 

longed process of  a c q u i s i t i o n  of occupational  s k i l l ,  a f t e r  e n t r y  

i n t o  t h e  labour forcew.-  6/ This second, o r  " t r a i n i n g " ,  s t age  may 

manifest  any combination of a wide v a r i e t y  of c h a r a c t e r i s t i c s .  

Thus, f o r  example, t r a i n i n g  may take  the  guise  of very formal, 

h ighly  s t r u c t u r e d  and sys temat ic  classroom i n s t r u c t i o n  i n  a 

voca t iona l  t r a i n i n g  school  o r  t e c h n i c a l  i n s t i t u t e .  O r  it may be 

s o  informal and unstr\;l:tured a s  t o  c o n s i s t  of an experienced 

worker demonstrating, occas ional ly ,  time-, e f f o r t - ,  o r  mater ia l -  

saving " t r i c k s  of the  t r ade"  t o  less s k i l l f u l  col leagues.  These 

r a t h e r  extxeme examples se rve  t o  i l l u s t r a t e  the  d i f fe rences  

between i n s t i t u t i o n a l  t r a i n i n g  and t r a i n i n g  on the  job. I t  

should be noted, however, t h a t  classroom t r a i n i n g  i s  no t  confined 

t 1 2  an i n s t i t u t i o n a l  arrangement ou t s ide  t h e  work-place, s ince  

formal classroom t r a i n i n g  is  conducted on the  premises of many 

companies, i n  varying degrees of  proximity t o  the  work-scene. 

u ~ i n c e r ,  o p .  c i t . ,  p. 5 1 .  

y l b i d .  , p. 50. Another i n t e r e s t i n g  a r t i c l e  on the  complemen- 
t a r i t y  of education and l ea rn ing  by doing is: Sen) A. K . ,  
"Education, Vintage, and Learning by Doing", JournaZ of Human 
Resources, vol.  1, no. 2, F a l l  1966, pp. 3-21. 



Other  d i s t i n c t i o n s  c u t  a c r o s s  t hose  drawn above. Thus 

t r a i n i n g  may be p u b l i c  o r  p r i v a t e ,  wi th  r e s p e c t  t o  f i nanc ing ,  

ope ra t ion ,  cur r icu lum c o n t r o l ,  e n t r y  and admission c o n t r o l ,  e t c . ,  

and combinations of t h e s e .  The i n s t i t u t i o n a l  ve r sus  on-the-job 

c o n t r a s t  drawn above is,  t h e r e f o r e ,  n o t  synonymous wi th  t h e  

"pub l i c  ve r sus  p r i v a t e "  d i s t i n c t i o n .  F i r s t ,  voca t iona l  t r a i n i n g  

i n s t i t u t i o n s  may'be p u b l i c l y  o r  p r i v a t e l y  f inanced  and ope ra t ed  

-- wi tnes s  t h e  p r o l i f e r a t i o n  of  p r i v a t e  " s e c r e t a r i a l  s choo l s "  i n  

many l a r g e  c i t i e s .  Secondly, on-the-job t r a i n i n g  may be  subs i -  

d i zed  by government g r a n t s  t o  p r i v a t e  employers. Z/ 

Tra in ing  is a l s o  seen  a s  vary ing  i n  " s p e c i f i c i t y " .  

Gary.Becker, w i t h  whom t h i s  concept  i s  u s u a l l y  a s soc i a t ed ,  des- 

c r i b e s  two types  of t r a i n i n g :  gene ra l  and s p e c i f i c .  The former 

may u s e f u l l y  be app l i ed  i n  many f i rms  o t h e r  than  t h a t  i n  which 

it i s  provided.  For  t h i s  reason  many f i rms  expres s  a  r e l u c t a n c e  

t o  provide  g e n e r a l  t r a i n i n g  on t h e  grounds t h a t  a  l a r g e  propor- 

t i o n  of t h e  b e n e f i t s  of such t r a i n i n g  may be reaped by o t h e r  

employers t o  whom t r a i n e e s  may move. Completely s p e c i f i c  

t r a i n i n g ,  on t h e  o t h e r  hand, i s  de f ined  a s  t r a i n i n g  which impar t s  

s k i l l s  r e l e v a n t  on ly  t o  t h e  t r a i n i n g  f i r m . y  

I n  summary, then ,  t r a i n i n g  may vary i n  t h r e e  important  

ways : 

(a) accord ing  t o  t h e  rnet'nod by which voca t iona l  s k i l l s  a r e  

imparted -- by i n s t i t u t i o n a l  t r a i n i n g ,  OJT, o r  some 

combination of  t hese ;  

u ~ e e  t h e  DM1 paper ,  "The Canadian Adult   raining and Re t r a in ing  
Programme1' , prepared f o r  OECD ( o p .  c i t .  , foo tno te  12, ch. 1) 
and t h e  AOT Act i t s e l f  (S.C. 14-16 E l i zabe th  11, C .  9 4 ) .  

E l ~ e c k e r ,  o p .  c i t .  



acco rd ing  t o  whether t h e  t r a i n i n g  r a i s e s  marg ina l  

p r o d u c t i v i t y  on ly  i n  t h e  t r a i n i n g  f i r m  ( s p e c i f i c ) ,  i n  

a l l  f i r m s  e q u a l l y  ( g e n e r a l ) ,  o r  t o  some e x t e n t  i n  

o t h e r s ;  

accord ing  t o  whether  t h e  t r a i n i n g  i s  f inanced  and/or 

ope ra t ed  and/or c o ~ l t r o l l e d  by a  p u b l i c  o r  by a  p r i v a t e  

agency, o r  by some combination o f  t h e s e  p o s s i b i l i t i e s .  

These dimensions may, of  course ,  i n t e r s e c t  t o  y i e l d  a 

v a r i e t y  o f  t r a i n i n g  c h a r a c t e r i s t i c s .  I t  should be  emphasized, 

t h e r e f o r e ,  t h a t  t h e  two methods of  occupa t iona l  t r a i n i n g  t o  

which t h e  p r e s e n t  s t udy  accords  t h e  r a t h e r  g e n e r a l  e p i t h e t s  o f  

" i n s t i t u t i o n a l "  and "on-the-job" do n o t  always i n  r e a l i t y  r e f l e c t  

c l e a r - c u t  d e f i n i t i o n s .  The fo l lowing  working d e f i n i t i o n s  w i l l ,  

however, be  employed. By " i n s t i t u t i o n a l  t r a i n i n g "  is  meant t h e  

p roces s  o f  a c q u i r i n g  ( o r  impar t ing)  v o c a t i o n a l  s k i l l s  i n  t h e  

classroom s e t t i n g  i n  an i n s t i t u t i o n  t h e  r a i s o n  d ' z t r e  o f  which i s  

t h e  t r ansmis s ion  o f  knowledge. OJT ,  by c o n t r a s t ,  is d i s t i n g u i s h e d  

by t a k i n g  p l a c e  i n  an o r g a n i z a t i o n  which has ,  a s  i t s  primary 

f u n c t i o n ,  t h e  product ion  alsJ s a l e  o f  goods o r  s e r v i c e s ,  and con- 

sists i n  t h e  a c q u i s i t i o n  of occupa t iona l  s k i l l  and exper ience  

d u r i n g  t h e  p roces s  o f  performing t h e  t a s k s  a s s igned  t o  t h e  

incumbent. (These t r a i n i n g  methods, a s  examined i n  l a t e r  

c h a p t e r s ,  are f u r t h e r  de f ined  by l o c a t i o n  -- Canada; by e l i g i -  

b i l i t y  -- t hey  a r e  conf ined  t o  a d u l t s ;  and by t h e  f a c t  t h a t  t hey  

a r e  s u b s i d i z e d  by t h e  f e d e r a l  government.) 



3 .  On-the-Job T r a i n i n g  and T,r?arning from Experience 

Th i s  s e c t i o n  develops i n  more d e t a i l  t h e  concept  of  

t r a i n i n g  w i t h i n  t h e  f i r m  ( a s  opposed t o  t r a i n i n g  i n  an i n s t i t u -  

t i o n  such a s  a  s choo l  o r  t e c h n i c a l  i n s t i t u t e ) .  This  type  o f  

t r a i n i n g ,  i n  t h e  form o f  l e a r n i n g  by exper ience ,  is a s  o l d  a s  

man and, i n  t h e  more modern s e t t i n g  o f  t h e  i n d u s t r i a l i z e d  coun- 

t r ies ,  it has  assumed a  somewhat more formal  c h a r a c t e r  i n  t h e  

9/ shape o f t h e  long-standing and w i d e s p r c ~ d  a p p r e n t i c e s h i p  system.- 

I t  i s  g e n e r a l l y  recognized t h a t ,  i n  i t s  many forms, t r a i n i n g  by 

f i rms  c o n s t i t u t e s  a  s i g n i f i c a n t  p ropor t i on  o f  a l l  t r a i n i n g .  Its 

measurement and e v a l u a t i o n  do, however, pose a  number of  d i f f i -  

c u l t i e s  and t h e r e  have been remarkably few s t u d i e s  i n  t h i s  a r e a .  

ns mentioned e a r l i e r ,  many p r i v a t e  f i rms  have very  

s o p h i s t i c a t e d  t r a i n i n g  f a c i l i t i e s  on company premises .  I n  some 

c a s e s  t h e  presence  of  s p e c i a l i z e d  i n s t r u c t o r s ,  and t h e  classroom 

s e t t i n g ,  make!; the  t r a i n i n g  more a k i n  t o  what we have c a l l e d  

" i n s t i t u t i o n a l "  t r a i n i n g .  Our p r e s e n t  concern,  however, is wi th  

t h e  kind o f  t r a i n i n g  t h a t  goes on in t h e  work-place p e r  se -- 
l o /  t h a t  is,  "on t h e  jobu.- 

- -- - -  

' s e e  "A F ive  Hundred Year Old System", a r t i c l e  i n  News from 
the  On ta r io  Department of Labour ( l a t e r  renamed Task, vo l .  1, 
Jan.-Feb. 1966, p. 3 .  - 

Z'An i n t e r m e d i a t e  p o s i t i o n ,  between t h e  company classroom and 
t r a i n i n g  on t h e  j o b , i s  occupied by what is known a s  " v e s t i b u l e  
t r a i n i n g " .  Th i s  f r e q u e n t l y  i nvo lves  t h e  p r a c t i s i n g  of  work- 
p l a c e  t a s k s  and o p e r a t i o n s  i n  a  s imula ted  work environment. 
The term, however, i s  commonly used i n  Canada t o  d e s c r i b e  
t r a i n i n g  i n  t h e  f i rm  undertaken wi th  government subs idy .  The 
" v e s t i b u l e "  requirement  is  t h a t  t h e  t r a i n i n g  should n o t  be 
s t r i c t l y  "on-the-job",  b u t  r a t h e r  removed from t h e  work-place 
p e r  s e , i n  o r d e r  t o  ensu re  t h a t  t h e  f i r m i s  n o t  simply r e c e i v i n g  
a product ion  subs idy .  S e e s t r a n g ,  A. and Whittingham, F., "An 

' Analys i s  o f  t h e  C h a r a c t e r i s t i c s  o f  T ra inees  from Se lec t ed  
Government-SponsoredOn-The-Job Tra in ing  Programmesin Ontar io" ,  
Mimeograph, Research Branch, Ontar io  Department of Labour, 
March 1970 ,p .  4, f o r  f u r t h e r  d e s c r i p t i o n  o f  v e s t i b u l e  t r a i n i n g .  



On-the-job t r a i n i n g ,  l i k e  t r a i n i n g  i n  gene ra l ,  may 

e x h i b i t  a v a r i e t y  of  c h a r a c t e r i s t i c s .  I t  may be more o r  l e s s  

formal and sys t ema t i c .  For example, a t  one extreme we might 

f i n d  a s p e c i a l i z e d  i n s t r u c t o r  who s t a r t s  t h e  t r a i n e e s '  day wi th  

a b r i e f i n g ,  fo l lows  t h i s  wi th  a p r a c t i c a l  demonstrat ion of t h e  

ope ra t ion  and c a r e  of a p a r t i c u l a r  machine, and then  c l o s e l y  

monitors  t h e  performance o f  t h e  t r a i n e e s  on an ass igned  t a s k  

which r e q u i r e s  use  of  t h e  machine. 

An i n t e r m e d i a t e  degree of  f o r m a l i t y  i s  t h e  f a i r l y  

common s i t u a t i o n  i n  which a foreman o r  s u p e r v i s o r  "keeps an eye  

on" t r a i n e e s ,  o f f e r i n g  advice  and demonstrat ion a s  t h e  s i t u a t i o n  

11/ suggests.-  

F i n a l l y ,  a t  t h e  h igh ly  informal  end of  t h e  spectrum is 

t h a t  p roces s  of  s k i l l  a c q u i s i t i o n  which accompanies exper ience  

on t h e  job. That  is, an  i n d i v i d u a l  worker, l e f t ,  l e t  us s ay ,  t o  

h i s  own dev ices ,  undergoes a l e a r n i n g  process  i n  t h e  very  pe r fo r -  

mance of h i s  ass igned  t a s k .  From a h e s i t a n t  beginning and a 

l i t t l e  t imid  exper imenta t ion  he may p rog res s  t o  g r e a t e r  f ami l i a -  

r i t y  w i t h  t h e  dimensions of h i s  job, improved speed and d e x t e r i t y  

and inc reased  confidence.  

I t  should  be  noted  t h a t  t h i s  l a s t  method of s k i l l  

a c q u i s i t i o n ,  l e a r n i n g  from exper ience ,  is  sometimes n o t  regarded 

a s  " t r a i n i n g " .  Thus i n  one r e c e n t  a r t i c l e  t r a i n i n g  i s  de f ined  a s  

G10ne v a r i a n t  i n  t h e  range o f  fo rma l i ty  i s  what Michael Oatey 
q u a i n t l y  d e s c r i b e s  a s  t h e  " s i t t i n g  by N e l l i e "  method, i n  which 
s k i l l  i s  acqui red  by the  t r a i n e e ' s  observ ing  and i m i t a t i n g  
exper ienced  co l leagues .  Oatey, M . ,  "The Economics o f  T ra in ing  
wi th  Respect t o  t h e  F i r m " ,  British J o u r n a l  of I n d u s t r i a 2  
Relations, vo l .  8 ,  no. 1, March 1970, p. 4 ,  n.  1 5 .  



any a c t i v i t y  which de Libera te  Zy a t tempts  t o  improve a p e r s o n ' s  

s k i l l  a t  a t a s k ,  whi le  l e a r n i n g  from exper ience  is  t h e  improve- 

ment of a p e r s o n ' s  s k i l l  by t h e  normal execu t ion  of  a t a s k ,  and 

12/ wi th  no d e l i b e r a t e ?  a t t empt  a t  improvement.- 

Another i n t e r p r e t a t i o n  main ta ins  t h a t  " l ea rn ing"  

invo lves  only one person,  whereas t he  word " t r a i n i n g "  imp l i e s  a 

13/ p roces s  i nvo lv ing  two persons:  t h e  t r a i n e r  and t h e  t rainee.-  

A d i f f i c u l t y  wi th  t h i s  d e f i n i t i o n  o f  t r a i n i n g  i s  t h a t  it would 

exclude t h a t  process  i n  which occupat iona l  s k i l l s  a r e  acqui red  

v i a  programmed l e a r n i n g  techniques ,  where t h e  t e x t  is,  i n  some 

sense ,  t h e  " t r a i n e r " .  And what of o t h e r  s e l f - i n s t r u c t i o n a l  

techniques  i n  which t h e  i n d i v i d u a l  i s ,  a t  once,  both t r a i n e r  and 

t r a i n e e ?  

A f u r t h e r  d i s t i n c t i o n  between l e a r n i n g  from exper ience ,  

on t h e  one hand, and t r a i n i n g  on t h e  o t h e r ,  appears  t o  be based 

upon t h e  c r i t e r i o n  of  whether c o s t s  a r e  i nc reased  i n  t h e  process .  

4. 

and 

The Cost Cr i t e r ion  D i s t i n c t i o n  between T r a i n i : < ~  
and Learning from Experience: A C r i t i q u e  

I t  has  been suggested t h a t  l e a r n i n g  from exper ience  

t r a i n i n g  be d i s t i n g u i s h e d  a s  fol lows.  Define t h e  l e v e l  of  

competence o r  p r o d u c t i v i t y  of  a f u l l y  experienced and s k i l l e d  

worker a s  t h e  "experienced worker1 s s tandard"  (E .w. S. ) s/ of 

G1oatey,  op. c i t . ,  p .  4. 
q - ,  

%F. Machlup, a s  r epo r t ed  by P.C.R. Williams i n  "Summary Record 
of Discussions",  i n  E.A.G. Robinson and J. E. Vaizey (eds.)  , 
The Economics of Education (New York: S t .  Mar t in ' s  P re s s ,  
19661, pp. 694-6. 

w ~ h i s  terminology is employed i n  Thomas, B. ,  Moxharn, J., and 
Jones, J . A . G . ,  "A Cost  Bene f i t  Analys is  of I n d u s t r i a l  
Tra in ing" ,  B r i t i s h  J o u r n a l  of I n d u s t r i a l  Re la t ions ,  J u l y  1969, 
pp. 231-263 and i n  Oatey, op. c i t .  



s k i l l  f o r  t h e  job i n  ques t ion .  Less experienced workers w i l l  

have lower s k i l l - l e v e l s .  The lowest  accep tab le  l e v e l  f o r  any 

job is  c a l l e d  t h e  " c r i t e r i o n "  l e v e l .  New workers,  below t h e  

c r i t e r i o n  l e v e l ,  a r e  cons idered  " t r a i n e e s "  and t h e  ( " t r a i n i n g " )  

process  of s k i l l  a c q u i s i t i o n  is  t h e  way i n  which t h e  c r i t e r i o n  

is  a t t a i n e d .  I n  t h e  diagram below t h e  curve r e p r e s e n t s  t h e  

i n d i v i d u a l ' s  growing s k i l l  and competence over  t ime. The cri- 

t e r i o n  l e v e l  f o r  h i s  job i s  shown by t h e  h o r i z o n t a l  l i n e  a t  

h e i g h t  OPc. The t r a i n i n g  p e r i o d  i s  then  de f ined  a s  t h e  t i m e  

taken t o  achii3ve t h e  c r i t e r i o n  l e v e l  -- namely, O t c .  

F igu re  2-2 

, THE TRAINING P E R I O D  FROM THE FIRM'S STANDPOINT 

Tra in ing  Per iod  

I 
I 
I 
I 
1 w 

0 c  Time 

I n  t h i s  c o n t e x t  it is  s a i d  t h a t  t h e  gene ra l  d i f f e r e n c e  

between t r a i n i n g  and l e a r n i n g  from exper ience  i s  t h a t  t h e  l a t t e r  

is  l i k e l y  t o  cont inue  after t h e  c r i t e r i o f ~  l e v e l ,  t h e  accep tab le  

l e v e l  of  competence, has  been reached. "But it c e r t a i n l y  is  n o t  

c o s t i n g  t h e  f i r m  anyth ing  -- t h e  employee is  performing a t  l e a s t  



a t  t h e  c r i t e r i o n  l e v e l  f o r  which he i s  g e t t i n g  pa id ,  and a  

s i t u a t i o n  of  oppor tun i ty -cos t l e s s  s k i l l  a c q u i s i t i o n  would 

a r i se ." -  15' The d i s t i n c t i o n  thus  appears  t o  c e n t r e  around t h e  

ques t ion  of whether o r  n o t  t h e  s k i l l  a c q u i s i t i o n  p roces s  c o s t s  

t h e  f i r m  money. 

I t  may be argued t h a t  t h i s  d e f i n i t i o n ,  though p o s s i b l y  

u s e f u l  f o r  some purposes,  a l s o  l eaves  something t o  be des i r ed .  

I t  i s  n o t  i n c o n s i s t e n t  w i th  t h i s  l a s t  d e f i n i t i o n  t o  conceive o f  

t r a i n i n g  a s  a  p roces s  of  investment  i n  s k i l l  a c q u i s i t i o n  f o r  

which c o s t s  are incu r red  and on which a  f u t u r e  r e t u r n  is  a n t i c i -  

pa ted .  However, t h i s  p roces s  l y p i c a l l y  involves  c o s t s  bo th  t o  

t h e  f i rm  and t o  t h e  i n d i v i d u a l .  Thus t r a i n i n g  may be de f ined  i n  

terms of t h e  f i r m  o r ,  e q u a l l y ,  o f  t he  i n d i v i d u a l .  To ignore  t h e  

c o s t s  of  t h e  i n d i v i d u a l  t r a i n e e  is  t o  look a t  only one s i d e  of  

t h e  co in .  

Now, t h e  oppor tun i ty  ciusts of  t r a i n i n g  f o r  t h e  i n d i v i -  

dua l  a r e  t h e  e a r n i n g s  he forgoes  by e l e c t i n g  t o  t a k e  a  job 

r e q u i r i n g  t r a i n i n g  r a t h e r  t han  one i n  which i n i t i a l  ea rn ings  a r e  

h ighe r  and no t r a i n i n g  is  requi red .  The s t anda rd  i l l u s t r a t i o n  

o f  this concept  involves  t h e  comparison of  two l i f e t i m e  ea rn ings  

s t reams -- L1 and L2 i n  F igure  2-3 -- f o r  two jobs. Job  number 1 

r e q u i r e s  no t r a i n i n g  bu t ,  i n i t i a l l y ,  it c a r r i e s  h ighe r  ea rn ings  

p e r  pe r iod  than  does job number 2 ,  f o r  which t r a i n i n g  is requi red .  

The oppor tun i ty  c o s t  t o  t h e  i n d i v i d u a l  of  undertaking t r a i n i n g  

t h e r e f o r e  c o n s i s t s  o f  t h e  ea rn ings  he  could  be enjoying i n  t h e  

no - t r a in ing  job. Note t h a t  on t h i s  d e f i n i t i o n  of t r a i n i n g ,  t h e  

2 '0a tey ,  o p .  c i t . ,  pp. 3-6. 



t i m e  p e r i o d  e i s  t h a t  pe r iod  a t  t h e  end of  which e a r n i n g s  i n  

job 1 and job  2 a r e  e q u a l .  Beyond t h i s  p o i n t ,  t h e  i n d i v i d u a l ' s  

16/ income from job 2 would n u t  be less than  t h a t  from job 1.- 

s Diagrammatical ly ,  t h e  oppor tun i ty  c o s t  t o  t h e  i n d i -  

v i d u a l  o f  undergoing t r a i n i n g  on job 2 i s  t h e  e a r n i n g s  gap which 

i s  exper ienced  up t o  t h e  "break  even p o i n t "  B: 

Figu re  2-3 

THE TRAINING PERIOD FROM THE INDIVIDUAL'S STANDPOINT 

0 e T i m e  

From t h e  s t a n d p o i n t  of t h e  i n d i v i d u a l ,  then ,  t r a i n i n g  is  an 

inves tment  which n e c e s s i t a t e s  i n c u r r i n g  a  c o s t  i n  o r d e r  t o  r e a p  

a  f u t u r e  r e t u r n .  And t h e  investment  pe r iod ,  i n  which t h e  c o s t  

o u t l a y s  a r e  made, has  d u r a t i o n  e .  So we have an a l t e r n a t i v e  

d e f i n i t i o n  of  t r a i n i n g :  t r a i n i n g  is  t h e  t i m e  span du r ing  which 

E'TWO comments seem i n  o r d e r  w i th  r e s p e c t  t o  t h i s  model. 
F i r s t ,  t h e  cu rves  could r e p r e s e n t  e a r n i n g s  s t reams f o r  
two l e v e l s  i n  a  t r a i n i n g  h i e r a r c h y ,  k a t h e r  than  t h e  
t r a i n i n g / n o  t r a i n i n g  c a s e .  Second, i f  t i m e  i s  cons i -  
de red  cont inuous  w e  should L -ea l ly  t a l k  of  r e l a t i v e  
e a r n i n g s  a t  p o i n t s  i n  t ime and of t h e  oppor tun i ty  c o s t s  
a s  t h e  d i f f e r e n c e  between t h e  d e f i n i t e  i n t e g r a l s  of t h e  
two cu rves  ove r  t h e  i n t e r v a l  oe.  



t h e  i n d i v i d u a l  i n c u r s  p o s i t i v e  n e t  oppor tun i ty  c o s t s  i n  t h e  form . 

o f  foregone ea rn ings .  I t  i s  immediately appa ren t  t h a t  t h e r e  is 

no necessary  reason why t h e  c r i t e r i o n  l e v e l  (which de te rmines  t h e  

t r a i n i n g  p e r i o d  from t h e  f i r m ' s  s t andpo in t )  and t h e  break even 

p o i n t  (which de te rmines  t h e  t r a i n i n g  pe r iod  from t h e  ind iv idua l ' s  

s t a n d p o i n t )  should  be a t t a i n e d  s imultaneously.  

However, even i f  t r a i n i n g  i s  cons idered  s o l e l y  from 

t h e  viewpoint  o f  t h e  firm, Oatey ' s  d e f i n i t i o n  i s  s t i l l  l ack ing .  

One may argue  t h a t  i t  i s  h i g h l y  u n r e a l i s t i c  t o  conceive o f  f i r m s  

a s  t r a i n i n g  i n d i v i d u a l s  on ly  up t o  some ' r a t h e r  wel l -def ined  

c r i t e r i o n  l e v e l .  I n  many f i r m s ,  by contr .as t ,  "promotion from 

wi th in" ,  which n e c e s s i t a t e s  a  cont inuous p roces s  o f  s k i l l -  

a c q u i s i t i o n  by workers,  is  a  conscious and d e l i b e r a t e  p o l i c y  

o f  management. A s  soon a s  w e  i n t roduce  t h e  concept  of  a  job 

h i e r a r chy  i n  which workers a r e  c o n t i n u a l l y  enhancing t h e i r  promo- 

t i o n  p o t e n t i a l ,  oppor tun i ty  c o s t s  t o  t h e  f i r m  assume a  p e c u l i a r l y  

dynamic n a t u r e  such t h a t  l e a r n i n g  from exper ience  i s  never  t r u l y  

17/ c o s t l e s s  .- 
To p r e s e n t  t h e  argument i n  more d e t a i l ,  t h e  no t ion  w e  

a r e  t r y i n g  t o  convey is t h a t  f r e q u e n t l y ,  i n  f i rms  i n  which t h e r e  

i s  a more o r  less wel l -def ined  sequence of jobs and a  p o l i c y  o f  

promotion from w i t h i n ,  t h e  requirements  of  any j o b i n  t h e  sequence 

i n e v i t a b l y  e n t a i l  some e x p e c t a t i o n  of  "p romotab i l i t y "  on t h e  p a r t  

o f  t h e  incumbent. I n  o t h e r  words, a l though t h e  j o b  i t s e l f  may be  

performed s a t i s f a c t o r i l y  by normal, measurable,  p r o d u c t i v i t y  

E'1n f a i r n e s s  t o  Oatey it should  be  po in ted  o u t  that t h e r e  may 
w e l l  be some "dead end" jobs f o r  which t h e  c r i t e r i o n  l e v e l  
concept  i s  a  u s e f u l  approach and t h a t  it may a l s o  be  app l i c -  
a b l e  i n  t hose  c a s e s  where t h e  f i r m  t y p i c a l l y  h i r e s  from t h e  
e x t e r n a l  l abour  market r a t h e r  t han  promoting from wi th in ,  
and/or expe r i ences  h i g h  tu rnove r  r a t e s .  



c r i t e r i a ,  a continuing requirement f o r  t r a i n i n g  never the less  

s t e m s  from the  need t o  develop ind iv idua l s '  promotion p o t e n t i a l ,  

which i n  t u r n  is a d i r e c t  consequence of the  po l i cy  of promotion 

from wi th in .  Furthermore, although development of promotion 

p o t e n t i a l  may take  t h e  form of l ea rn ing  from experience,  it may 

never the less  be a conscious and d e l i b e r a t e  goa l  of t h e  f irm. 

And it is not  c o s t >  .:i: i n  the'dynamic context  which w e  have 

ou t l ined ,  t h e r e  i s  an opportunity c o s t  involved a f t e r  the  

c r i t e r i o n  l e v e l ,  up t o  the  po in t  a t  which the  incumbent has 

r e a l i z e d  h i s  promotion p o t e n t i a l .  The cycle  i s  then repeated  

f o r  the  next  job i n  the  hierarchy.  The phrase "dynamic opportu- 

18/ n i t y  c o s t s "  is  suggested t o  desc r ibe  this-concept .-  

5. Learning by Doing a s  a J o i n t  Product of t h e  Firm 

A f u r t h e r  at tempt t o  d i s t i n g u i s h  l ea rn ing  from expe- 

r i ence  from some more formal type of t r a i n i n g  r e s t s  upon t h e  

a s s e r t i o n  t h a t  the  former is  an "unavoidable" jo i i l t  product  with 

19/ the  f i r m ' s  r egu la r  output.- 

This sec t ion  the re fo re  b r i e f l y  examines the  implica- 

t i o n s  of applying the  theory of j o i n t  products  t o  t h e  phenomenon 

of l ea rn ing  from experience.  I n  p a r t i c u l a r  an at tempt is made 

t o  pursue the  quest ion of whether " l ea rn ing  by doing" a s  opposed 

t o  formal t r a i n i n g ,  i s  "unavoidabZeff . 
=/Thanks a r e  due t o  Professor  D. Maki f o r  the  germs of  t h i s  

arsument . 
< 

Z'R. S. Eckaus suggests  t h a t  " learning by doing" i s  of  quant i -  
t a t i v e l y  l a r g e r  propor t ions ,  i n  the  r e a l  world, than formal 
t r a i n i n g  undertaken away from production f a c i l i t i e s .  See 
"Investment i n  Human Capi ta l :  A Comment", JournaZ of PoZiticaZ 
Economy, October 1963, pp. 501-504. 



I n  s imple  t e r m s ,  t h e  s t anda rd  a n a l y s i s  f o r  t h e  j o i n t  

p roduct  c a s e  env i sages  a  f i r m  producing two p roduc t s  from a  

common i n p u t .  W e  might beg in  by c o n s t r u c t i n g  a  f i g u r e  wi th  

"product"  expressed  a s  some composite o f  t h e  f i r m ' s  normal, 

i n t ended ,  range  of s a l e a b l e  products  on one a x i s ,  and t r a i n i n g  -- 
t h e  "unin tended" ,  "unavoidable" ,  jo in t -product  -- on t h e  o t h e r ,  

a s  i n  F igu re  2-4: 

F igu re  2-4 F igure  2-5 

0 Product  0 P 

I n  t h e  c l a s s i c  Marsha l l ian  example o f  j o i n t  p roducts  -- 
wool and mutton from sheep  -- t h e r e  is ,  of course ,  a  f i x e d  

t e c h n o l o g i c a l  r e l a t i o n s h i p  between t h e  two ou tpu t s  such t h a t  t h e  

product  trali : ,formation curves  a r e  rec tangular . -  'O' Figure  2-4 

would, i n  such c i rcumstances ,  appear  a s  i n  F igure  5 where L and P 

r e p r e s e n t  " l e a r n i n g  from exper ience"  and "productn ,  r e s p e c t i v e l y .  

The more "normal" c o n f i g u r a t i o n  o f  p roduct  t ransforma- 

t i o n  curves  a s  i n  F igure  2-4 a l lows ,  i n  p r i n c i p l e  a t  l e a s t ,  for t h e  

phenomenon of  " a v o i d a b i l i t y " .  That is ,  a  conoeivabZe s o l u t i o n  is 

a  c o r n e r  s o l u t i o n  on t h e  "product"  a x i s ,  where a l l  of  the  g iven  

g ' ~ o t e ,  however, t h a t  Marshal l  p o i n t s  o u t  t h a t  even i n  t h i s  c a s e  
it i s  sometimes p o s s i b l e ,  through c a r e f u l  b reed ing  p r a c t i c e s ,  
t o  change i n  t h e  long run  t h e  p ropor t i ons  i n  which such j o i n t  
p roduc t s  a r e  produced. 



i npu t '  is devoted t o  "product" and no l ea rn ing  from experience i s  

forthcoming . 
what might t h i s  ques t ion  of "avo idab i l i ty"  mean i n  

p r a c t i c e ?  From casua l  observation of t h e  r e a l  world it does, of 

course,  s e e m  reasonable t o  expect  t h a t  some l ea rn ing  from expe- 

r i ence  i s  l i k e l y  t o  occur during the  normal processof  production.  

Moreover, it i s  very d i f f i c u l t  t o  see  how t h e  f i rm could prevent  

o r  "avoid" t h i s  s k i l l - a c q u i s i t i o n  process -- o r  even why it 

would want to .  However, it may be u s e f u l  a t  t h i s  p ~ i n t  t o  con- 

ce ive  of the  l l jo in tness"  of t h e  two products ,  L and P,  a s  

stemming from two sets of r e l a t i o n s h i p s  wi th ih  the  f irm -- one 

of  a  technologica l  na tu re  and one of what we might c a l l  an 

i n s t i t u t i o n a l  o r  o rgan iza t iona l  na ture .  That is ,  f o r  purely 

technologica l  reasons t h e r e  may, indeed, be some inev i t ab le ,  

unavoidable l ea rn ing  from experience. On the  o t h e r  hand, i t  may 

be poss ib le ,  by o rgan iza t iona l  means, t o  vary t h e  amount of 

l ea rn ing  from experience which accompanies production of 

"product". Thus while the  p o s s i b i l i t y  of t h e  corner s o l u t i o n  

shown i n  Figure 2-4 i s  r a t h e r  extreme, it is  suggested t h a t  some 

degree of a v o i d a b i l i t y  may be achieved by o rgan iza t iona l  means. 

Thus one may consider  i t  n o t  untypica l  that an ind i -  

v idua l  worker, on a  p a r t i c u l a r  job, l ea rns  from experience i n  

the  very r e p e t i t i o n  of the  t a s k s  which comprise h i s  job. 

Increased d e x t e r i t y ,  g r e a t e r  f a m i l i a r i t y  and confidence with h i s  

t o o l s ,  the  l ea rn ing  of shor t -cuts ,  e t c . ,  enable him t o  perform 

h i s  assigned t a sks  more quickly and with l e s s  physica l  and mental 

stress. This p a r t  of l ea rn ing  by doing, it may be agreed $ 8  



l a r g e l y  unavoidable.  Suppose, however, t h a t  t h e  o r g a n i z a t i o n  o f  

t h e  product ion  p roces s  i s  such t h a t  workers on p a r t i c u l a r  jobs 

a r e  expected t o  f u l f i l l  a c e r t a i n  product ion quota ,  o r  t o  perform 

a g iven  number of  t a s k s  o r  ope ra t ions  dur ing  t h e  course  o f  t h e  

s t anda rd  working day. I n  such  circumstances an experienced 

worker, who has  l ea rned  t h e  sho r t - cu t s ,  may be capable  of  f u l -  

f i l l i n g  t i t -  r equi rements  of h i s  job i n ,  say,  s i x  r a t h e r  than  

e i g h t  hours .  There a r e ,  o f  course ,  va r ious  ways i n  which t h e  

e x t r a  two hours  may be employed: they  may be absorbed i n  a 

s lower and more r e l axed  work-pace, o r  i n  extended breaks .  They 

may, however, permi t  t h e  w o r k c ~  g r e a t e r  o p p o r t u n i t i e s  f o r  com- 

munication wi th  workers on o t h e r  machines, o r  i n  d i f f e r e n t  p a r t s  

o f  t h e  p l a n t ,  and i n  d i f f e r e n t  s t a g e s  of  t h e  product ion p roces s ,  

and he may, thereby ,  a c q u i r e  some f e e l  f o r  and understanding of  

o t h e r  s k i l l s .  Such h i g h l y  informal  l e a r n i n g  from exper ience  is, 

indeed, f a i r l y  t y p i c a l  i n  many i n d u s t r i e s .  I n  many cases  i t  i s  

recognized by management and t o l e r a t e d  f o r  t h e  " f l e x i b i l i t y "  it 

provides .  

But it i s  a p a r t  of l e a r n i n g  from experience,  l a r g e  o r  

smal l ,  which i s  avoidable .  Conceivably, a t  t h e  r eques t  of manage- 

ment, much of t he  " s l ack"  could be e l imina ted  by t h e  upgrading o f  

s t anda rds  and quotas  by watchfu l  i n d u s t r i a l  engineer ing  personnel .  

Moreover, much o f  such s l a c k  i s  taken up a s  a ma t t e r  of course  i n  

2 1 t imes when heavy workloads a r e  n e c e s s i t a t e d  by order-back1ogs.J 

Z'rndeed, many managers would sugges t  t h a t  dur ing  per iods  of  
l e s s  i , t e n s i v e  a c t i v i t y  more a t t e n t i o a  can be pa id  t o  t r a i n i n g .  
Such t r a i n i n g  may, of course ,  be more o r  less formal.  The 
p o i n t ,  however, i s  t h a t  t h e r e  may be some degree of f l e x i b i -  
l i t y  which al lows f o r  t he  p o s s i b i l i t y  of  avoiding some l e a r n i n g  
by doing by o r g a n i z a t i o n a l  means. 



The n e x t  series o f  ques t i ons  w h i c h  might be r a i s e d  when 

c o n s i d e r i ~ ~ c j  F igure  2-4 c e n t r e s  around t h e  conceptua l  a s p e c t s  of 

" l e a r n i n g  from exper ience"  a s  a  product .  I n  what s ense ,  one may 

a sk ,  is l e a r n i n g  from expe r i ence  a  s a l e a b l e  o u t p u t  i n  t h e  way 

t h a t  " p ~ u d u c t "  i s ?  Does it e a r n  revenue, and t~ whom does t h i s  

revenue .edound? Is t h e r e  any conce ivable  way i n  which t h e  

revenue could  be measured? W e  may no te ,  f i r s t  of a l l ,  t h a t  t h e  

l e a r n i n g  from exper ience  ou tpu t ,  L, has  va lue  bo th  t o  t h e  f i r m  

and t o  t h e  i n d i v i d u a l  worker. As mentioned above, t h e  i n d i v i d u a l  

may en joy  s e v e r a l  b e n e f i t s :  more t i m e  t o  c h a t ,  o r  t o  daydream, o r  

to. d r i n k  coffee;-  22' less p h y s i c a l  e f f q r t ,  less mental  stress; and 

g r e a t e r  oppor tun i ty  t o  l e a r n  something o f ' t h e  wider  work envi ron-  

ment' o u t s i d e  h i s  own immediate t a s k s  and work-stat ion.  Depending 

upon t h e  s p e c i f i c i t y o • ’  h i s  l e a r n i n g  from exper ience ,  t h e  worker 

may r e a p  i t s  b e n e f i t s  by u s ing  it i n  a  b e t t e r  job elsewhere.  

The f i rm,  t oo ,  may b e n e f i t  from t h e  j o i n t  product .  

Depending aga in  upon i ts  s p e c i f i c i t y ,  t h e  l e a r n i n g  from expe- 

r i e n c e  may reduce t u rnove r  by g iv ing  workers a  g r e a t e r  f e e l i n g  

o f  i d e n t i t y  w i th  t h e  f i rm.  Secondly, i t  may make f o r  lower 

h i r i n g  c o s t s  f o r  va r ious  jobs i n  t h e  h i e r a r chy  i f  l e a r n i n g  from 

expe r i ence  h e l p s  t o  develop promotion p o t e n t i a l  and al lows t h e  

f i r m  t o  promote from w i t h i n  r a t h e r  than  r e s o r t i n g  t o  t h e  e x t e r n a l  

2 2 - elto ton M. F l e i s h e r ,  i n  d i s c u s s i n g  H.  Gregg Lewis 's  a r t i c l e ,  
"Hours o f  Work and Hours o f  t de i su reW,  P r o c e e d i n g s  o f  t h e  
Indue  t r i a Z  Re Zat:iona Research  A s e o c i a t i o n ,  December 1956, pp. 
196-206, sugges t s  t h a t  workers "can be expected t o  p r e f e r  some 
of t h e  i nc reased  l e i s u r e  t o  be i n  t h e  form of  "on-the-job" 
l e i s u r e  such a s  c o f f e e  breaks  and longer  lunch hours ,  because 
such l e i s u r e  makes work more p l e a s a n t ;  fur thermore,  employers 
may f i n d  t h a t  up t o  a c e r t a i n  p o i n t  "on-the-job" l e i s u r e  
improves p r o d u c t i v i t y . "  F l e i s h e r ,  B. M . ,  Labor Economice: 
Theory  and E v i d e n c e  (Englewood C l i f f s ,  N .  J.  : Prent ice-Hal l ,  
1970) , pp. 57-58, 



l abour  market and t h e  c o s t l y  process  of sc reen ing ,  t e s t i n g  and 

h i r i n g .  F i n a l l y ,  t h e  f l e x i b i l i t y  which l e a r n i n g  from expe r i ence  

br ingsmay permi t  r e a d i e r  a d a p t a b i l i t y  t o  t e c h n o l o g i c a l  change and/ 

o r  t o  unforeseen  i n c r e a s e s  i n  o r d e r s .  

Wir r e s p e c t  t o  t h e  s a l e a b i l i t y  of t h e  L o u t p u t  it is  

w e l l  known t h a t  i n  some c a s e s  t h e  s k i l l  and experience embodied 

i n  t h e  human agen t  through l e a r n i n g  by doing may command l a r g e  

sums of money. The " t r a n s f e r  f ee s "  o f  p r o f e s s i o n a l  s o c c e r  

p l a y e r s  (though i n  p a r t  a  r e t u r n  t o  " n a t u r a l  t a l e n t s " )  p rovide  

an example. 

Despi te  t h e  above comments it is  appa ren t  t h a t  t h e r e  

a r e  cons ide rab l e  problems i n  t r y i n g  t o  measure l e a r n i n g  from 

exper ience .  Tha t  is ,  one may p o i n t  o u t  t h a t  i t  i s  o f  va lue  t o  

t h e  i n d i v i d u a l ,  and t o  t h e  f i rm,  and t h a t ,  embodied : a socce r  

p l a y e r ,  it can be  s a l e a b l e .  Yet even a t  t h e  conceptua l  l ev .  I i t  

i s  d i f f i c u l t  t o  see more than a  very  l i m i t e d  a p p l i c a b i l i t y  of 

t h e  convent iona l  j o i n t  p roduct  a n a l y s i s .  That t h e r e  i s  j o i n t n e s s  

seems eminent ly  reasonable:  indeed one might expec t  t h a t  "you d o  

more l e a r n i n g  by doing t h e  more doing you do".  But i n  terms o f  

t h e  two-dimensional diagram cons idered  above, t h i s  catch-phrase 

sugges t s  a  s e r i e s  of  p o i n t s  a l i g n e d  no r th -eas t  t o  south-west 

and n o t  a smooth and cont inuous concave product  t ransformat ion  curve .  
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Figure  2-6 

"YOU DO MORE LEARNING BY D O I N G ,  THE MORE DOING YOU DO" 

XI ,  xp .... x g  a r e  s u c c e s s i v e l y  l a r g e r  q u a n t i t i e s  o f  i n p u t .  

More g e n e r a l l y  s t i l l ,  however, I+ appears  t o  be  a 

func t ion  of  s e v e r a l  v a r i a b l e s ,  o f  which t i m e  i s  perhaps t h e  most 

impor tan t .  I n  o t h e r  words, l e a r n i n g  from expe r i ence  may go on 

more o r  l e s s  r e g a r d l e s s  o f  t h e  r a t e  of  o u t p u t  P .  

~t may be  concluded t h a t ,  f o r  t h e  more formal  types  o f  

on-the-job t r a i n i n g ,  t h e r e  may be  a f a i r l y  d i s c e r n i b l e  t r ade -o f f  

between t r a i n i n g  o u t p u t  and product  ou tpu t .  Thus managers may 

t a k e  advantage o f  a slow-down i n  o r d e r s  t o  devo te  more t i m e  t o  

t r a i n i n g .  Note, however, t h a t  t h i s  r e l a t i o n s h i p  i s  demand- 

determined: t h e  demand f o r  p roduct  o u t p u t  de te rmines  t h e  mix o f  

t r a i n i n g  o u t p u t  and product  ou tpu t  t h a t  w i l l  be  forthcoming. I t  

is ,  however, p o s s i b l e  t h a t  t h e  mix may be determined from t h e  

t r a i n i n g  s i d e .  Thus, f o r  example, t h e  f i r m  may be  contemplat ing 

t h e  i n s t i t u t i o n  o f  some t echno log ica l  change and may d e l i b e r a t e l y  

under take  a elow-down o f  product  o u t p u t  i n  o r d e r  t o  do more 

t r a i n i n g .  Another way i n  which product  o u t p u t  is  consc ious ly  

t r aded  f o r  t r a i n i n g  o u t p u t  a r i s e s  from t h e  f a i r l y  common p r a c t i c e  



( e s p e c i a l l y  f o r  supe rv i so ry  and ma), > g e r i a l  pc. : i t ions)  of job- 

r o t a t i o n  i n  o r d e r  t o  develop promotion p o t e n t i a l .  

6 .  Conclusions 

Th i s  c h a p t e r  ha s  se t  o u t  va r ious  a s p e c t s  of t h e  d e f i -  

n i t i o n  of t r a i n i n g  r e l a t i n g  t o  i t s  l o c a t i o n ,  method of f i nanc ing ,  

and i ts  b e n e f i c i a r i e s .  Two broad c a t e g o r i e s  w e r e  d i s t i n g u i s h e d  

f o r  t h e  purp\)ses  o f  l a t e r  a n a l y s i s :  i n s t i t u t i o n a l  t r a i n i n g  and 

OJT. I n  t h e  l i g h t  of  t h e  v a r l a u s  c h a r a c t e r i s t i c s  o f  trai1:lng 

d i s c u s s e d  t h e s e  were seen  t o  be f a r  from p r e c i s e  and unequivocal  

concepts  b u t  appear  s u f f i c i e n t l y  d i s t i n c t  f o r  t h e s p e c i f i c  purposes  

of subsequent  c h a p t e r s .  

I n  view o f  t h e  r e l a t i v e l y  s l i g h t  a t t e n t i o n  which has  

been pa id  t o  OJT, s e c t i o n  3 undertook a  f u l l e r  d e s c r i p t i o n  of 

t h i s  type  of  t r a ~ n i n g  i n c l u d i n g  an impor tan t  v a r i a n t  -- l e a r n i n g  

from expe r i ence .  A c r i t i q u e  of  a  t h e o r e t i c a l  a t tempt  t o  d i s -  

t i n g u i s h  l e a r n i n g  from expe r i ence  and t r a i n i n g  on t h e  b a s i s  o f  

c o s t  c r i t e r i a  was t h e  s u b j e c t  of  s e c t i o n  4 .  I t  was concluded 

t h a t  i f  one t a k e s  the  s t a n d p o i n t  of  t h e  i n d i v i d u a l ,  t h e r e  is  no 

reason  why t h e  t i m e  p e r i o d  over  which he i n c u r s  oppor tun i ty  c o s t s  

should c o i n c i d e  w i t h  t h e  t i m e  r equ i r ed  t o  reach  t h e  f i rm ' s  

" c r i t e r i o n  l e v e l "  -- t h e  t r a i n e e  may con t inue  t o  i n c u r  c o s t s  

a f t e r  t h i s  p o i n t  ha s  been reached. Furthermore,.  i n  a  r e a l  world 

s i t u a t i o n  embracing t h e  no t ion  o f  a  job h i e r a r c h y  i n  t he  f i rm  

and a  p o l i c y  o f  promotion from w i t h i n ,  t h e  concept  of "promotabi- 

l i t y " c 0 ~ 1 d  imply t h a t  c o s t s  a r e  i n c u r r e d  s e q u e n t i a l l y  thl~-rucjh t i m e  a s  

e f f o r t s  a r e  made t o  equ ip  t r a i n e e s  f o r  ever-higher  l e v e l s  of  

responsibility and performance. 



F i n a l l y ,  t h e  t h e o r e t i c a l  impl ica t ions  of the  " j o i n t -  

product" c h a r a c t e r i s t i c  of O J T  were examined i n  s e c t i o n  5, where 

it was found t h a t ,  i n  theory a t  l e a s t ,  l ea rn ing  from experience 

may be "avoidable". Furthermore it may be poss ib le  i n  a c t u a l i t y  

t o  e x e r c i s e  some degree of  c o n t r o l  over the  production of 

l ea rn ing  from experience by o rgan iza t iona l  methods wi th in  the  



CHAPTER 3 

THE RATIONALE FOR GOVERNMENT INVOLVEMENT I N  T R A I N I N G  

1. I n t r o d u c t i o n  

I n  d e s c r i b i n g  t h e  dimensions and t h e o r e t i c a l  charac-  

teristics o f  t r a i n i n g  i n  Chapter  2 ,  much of  t h e  d n a l y s i s  focused 

upon t h e  f i rm.  Governments, however, a r e  h e a v i l y  involved i n  

t h e  p r o v i s i o n  of manpower t r a i n m g  s o  t h a t  t h e  pub l i c -p r iva t e  

s p l i t  l ends  an impor tan t  f a c e t  t o  t h e  economics of t r a i n i n g .  

Furthermore, t h e  p r e s e n t  s t udy  is concerned w i t h  t r a i n i n g  

programs fundcd by t h e  Canadian government. I t  is  t h e r e f o r e  

impor t an t  t o  review the arguments upon wh-ich government i n t e r -  

ven t ion  i n  t h e  t r a i n i n g  f i e l d  is  based,  and t o  a s s e s s ,  a s  f a r  a s  

p o s s i b l e ,  t h e  e x t e n t  t o  which t h e  Canadian s i t u a t i o n  j u s t i f i e s  

government involvement.  

I n  t h e  fo l l owing  s e c t i o n  a  number of  t h e o r e t i c a l  

arguments f o r  s t a t e  i n t e r v e n t i o n  a r e  examined. Many of  them 

apply  r a t h e r  g e n e r a l l y  t o  i n t e r v e n t i o n  i n  a  number of a r e a s  o f  

economic a c t i v i t y  o t h e r  than  manpower t r a i n i n g  p e r  s e .  S e c t i o n  

t h r e e  advances a  c a s e  f o r  government involvement . t i 1  manpower 

t r a i n i n g  s p e c i f i c a l l y ,  based upon t h e  " s t r u c t u r a l  maladjustment 

hypothes i s" .  This  conceptua l  framework p rov ides  t h e  background 

for an a t t empt ,  i n  the f o u r t h  s e c t i o n ,  t o  b r i n g  some e m p i r i c a l  

ev idence  t o  b e a r  upon t h e  p r o p r i e t y  of  t h e  f e d e r a l  government's 

involvement i n  t r a i n i n g  i n  t h e  Canadian case .  



2 .  Genera l  Arguments f o r  Government 
Subs id i zed  Manpower T r a i n i n q  

When an economic a c t i v i t y  g e n e r a t e s  e x t e r n a l  economies 

and/or diseconomies of  p roduct ion  and/or consumption which 

m i l i t a t e  a g a i n s t  t h e  a t t a i n m e n t  of t h e  optimum c o n d i t i o n s  of  

s o c i a l  we l f a r e ,  i t  i s  o f t e n  argued t h a t  government i n t e r v e n t i o n  

is  r e q u i r e d  t o  o f f s e t  t h e  e f f e c t s  of such e x t e r n a l i t i e s .  'rhe 

b a s i c  e x t e r n a l i t y  argument is  w e l l  known and w i l l  n o t b e  examined 

fo rma l ly  h e r e  .Y Rather ,  t h e  impor tan t  q u e s t i o n  f o r  p r e s e n t  

purposes  i s  whether  t r a i n i n g  i s  c h a r a c t e r i z e d  by such e x t e r n a l  

e f f e c t s .  A l f r ed  Marsha l l  appa ren t ly  thought  s o ,  and c l e a r l y  saw 
* 

t h a t  an employer might be  r e l u c t a n t  t o  i n v e s t  i n  an a c t i v i t y  

from which t h e  b e n e f i t s  might  acc rue  t o  someone o t h e r  than  

h i m s e l f .  Thus, w i t h  r e s p e c t  t o  t h e  t e c h n i c a l  t r a i n i n g  o f  a d u l t s ,  

YAn e x t e r n a l i t y  i s  s a i d  t o  a r i s e  " w h ~ r e v e r  t h e  va lue  o f  a  pro- 
d u c t i o n  func t ion ,  o r  a  consumption func t ion ,  depends d i r e c t l y  
upon t h e  a c t i v i t y  o f  o t h e r s " .  Mishan, E. J., "The Postwar 
L i t e r a t u r e  on E x t e r n a l i t i e s :  An I n t e r p r e t a t i v e  Essay", JournaZ 
of Economic L i t e r a t u r e ,  March 1971, v o l .  I X ,  no. 1, p. 2 .  A s  
t o  t h e  i n i m i c a l  p r o p e r t i e s  of  e x t e r n a l i t i e s ,  t h e  argument i s  
a g a i n  s u c c i n c t l y  p u t  by Mishan: "Assuming s u f f i c i e n t  d i v i s i b i -  
l i t y ,  any economic o r g a n i z a t i o n  is  deemed s a t i s f a c t o r y  ( i n  t h e  
P a r e t o  s ense ,  t h a t  no  f a c t o r  movements can make everyone b e t t e r  
o f f )  o n l y  (i) i f  t h e  market  t ends  t o  a  s o l u t i o n  i n  which t h e  
va lue  o f  t h e  marginal  p roduct ,  a s  measured by market p r i c e s ,  
of  each f a c t o r  c l a s s  i s  t h e  same i n  a l l  u se s  i n  t h e  economy, 
and (ii) i f  a l l  r e l e v a n t  e f f e c t s ,  a s  de f ined  by t h e  we l f a r e  
economist ,  make t h e i r  impact on t h e  p r i c i n g  system. Un ive r sa l  
p e r f e c t  compet i t ion  i s  be l i eved  t o  meet t h e  requirement  o f  t h e  
f i r s t  c o n d i t i o n ,  b u t  i t  does n o t  i n  g e n e r a l  meet t h e  r equ i r e -  
ments o f  a P a r e t o  optimum i f  t h e  l a t t e r  cond i t i on  is  n o t  m e t ;  
i n  s h o r t ,  if t h e r e  a r e  ex te rnaZ e f f e c t s " .  [ "Re f l ec t i ons  on 
Recent Developments i n  t h e  Concept o f  E x t e r n a l  E f f e c t s " ,  i n  
Mishan, E. J., Welfare Economics ( N e w  York: Random House, 
1964) ,  p .  99.1 



"... w e  meet t h e  d i f f i c u l t y  t h a t  whoever may 
i n c u r  t h e  expense of  i n v e s t i n g  c a p i t a l  i n  
developing t h e  a b i l i t i e s  of t h e  workman those  
a b i l i t i e s  w i l l  be t h e  p rope r ty  o f  t h e  workman 
h i m s e l f :  and thus  t h e  v i r t u e  of t hose  who have 
-1ded him must remain f o r  t h e  g r e a t e r  p a r t  i t s  

own reward."Z/ 

Firms, i n  o t h e r  words, a r e  aware t h a t  they  may l o s e  much of  

t h e i r  investment  i f  t h e  workman i n  whom t h e  investment  is 

embodied d e p a r t s  t o  j o i n  ano the r  f i rm.  The l a t t e r  then appro- 

p r i a t e s  t h e  b e n e f i t s  o f  t h e  t r a i n i n g  f i r m ' s  investment.  

Employers, then ,  

". .. a r e  sometimes checked by t h e  r e f l e c t i o n  
t h a t  they  a r e  i n  a  s i m i l a r  p o s i t i o n  t o  t h a t  
of a farmer who, wi th  an unce r t a in  t enu re  and 
n o  s e c u r i t y  o f  compensation f o r l h i s  improve- 
ments, i s  s i n k i n g  c a p i t a l  i n  r axs ing  t h e  va lue  
of h i s  l a n d l o r d ' s  proper ty .  " 1  

The c a t e g o r i z a t i o n  of t r a i n i n g  i n t o  "gene ra l "  and " s p e c i f i c " ,  as  

desc r ibed  i n  s e c t i o n  two o f  t h e  l a s t  chap te r ,  i s  r e l e v a n t  i n  t h e  

c o n t e x t  of  t h e  e x t e r n a l - i t y  argument. That is ,  the  more g e n e r a l  

t h e  n a t u r e  of t he  t r a i n i n g  i n  which t h e  f i rm i n v e s t s ,  t h e  

g r e a t e r  t h e  danger of e x t e r n a l  app ropr i a t ion  of t h e  b e n e f i t s  o f  

t h a t  t r a i n i n g .  Therefore ,  t o  t h e  e x t e n t  t h a t  t h e  government 

wishes t o  promote t r a i n i n g  which is widely app l i cab le ,  subs id i -  

z a t i o n  seems appropr i a t e .  

I t  should  be noted,  however, t h a t  i n  p r a c t i c e  t h e  

government may n o t  supply  t h e  t r a i n i n g  i t s e l f  b u t  r a t h e r  may 

h e l p  f inance  it through ( f o r  example) a  con t ingen t  I.oan system 

where t h e  borrower repays t h e  government only  if t h e  t r a i n i n g  is  

Z'~arahhal1, Al f red ,  Principles of Eoonornics, Ninth Ed i t i on  
(London: Macmillan, 1961) ,  p. 565. 



s u c c e s s f u l .  A s    under son^ p o i n t s  o u t ,  t h e  repayment i n  such a 

scheme would have t o  be s u f f i c i e n t  t o  cover  t hose  who do n o t  

repay,  b u t  borrowers would be w i l l i n n  t o  p a r t i c i p a t e  s i n c e  t h e  

ven tu re  i s  r i s k l e s s .  A l t e r n a t i v e l y  t h e  government might provide  

t h e  t r a i n i n g  and charge  only  those  who b e n e f i t  t o  cover  t o t a l  

c o s t .  

Three o t h e r  a s p e c t s  of  t h e  e x t e r n a l i t y  argument 

deserve  mention. Richard Judy ,l' f o r  example, t r e a t s  vacuum and 

complementary m u l t i p l i e r  e f f e c t s  i n  t h e  con tex t  of e x t e r n a l i t i e s .  

The vacuum e f f e c t  occu r s  when a t r a i n e e  i s  upgraded and vaca t e s  
/ 

a job which i s  then  f i l l e d  by an  unemployed person.  The b e n e f i t s  

o f  such t r a i n i n g  t h e r e f o r e  i nc lude  the  a d d i t i o n a l  income f o r  

bo th  t h e  upgraded worker and t h e  unemployed worker. I f ,  more- 

ove r ,  t r a i n i n g  r e l i e v e s  a s e r i o u s  s k i l l  bo t t l eneck  it may have 

a " m u l t i p l i e r "  e f f e c t  by opening up a number o f  r e l a t e d ,  comple- 

6' mentary jobs f o r  a u x i l i a r y  workers.- 

The t h i r d  a s p e c t  is what has  been c a l l e d  t h e  "opt ion  

demand e x t e r n a l i t y 8 ' Y  which main ta ins  t h a t  a ca se  may be made 

f o r  government i n t e r v e n t i o n  when s o c i e t y  would be w i l l i n g  t o  pay 

f o r  t h e  op t ion  t o  use a s e r v i c e  i n  t h e  f u t u r e  e i t h e r  because t h e  . 
s e r v i c e  may be very va luab le  i f  and when it's needed ( l i k e  h o s p i t a l s )  

2 '~underson, M. , "The Case f o r  Government Supported Tra in ing  
Programs", Re Zations Indus t r i e  Z Zes/IndustriaZ Re Zations , 
vol .  29 ,  no. 4 ,  p.  717. - 

2'~udy, R. ,  "Conceptual Problems and a Theore t i ca l  Framework f o r  
Analysing t h e  D i s t r i b u t i o n  of Bene f i t s  from Governmc.nt-Assisted 
Training-In-Industry",  Toronto, Systems Research G~oup ,  1970. 

g'see Economic Counci l  o f  Canada, Eighth tij'riuaL Review,  op. c i t . ,  
p. 113. 

z'~underson, o p .  o i t . ,  p. 715. 
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o r  because t h e  d e c i s i o n  t o  discontinue t h e  s e r v i c e  may be 

i r r e v e r s i b l e  ( l i k e  f o r e s t  p r e s e r v e s ) .  Such arguments may f i t  

t h e  c a s e  o f  t r a i n i n g .  Soc i e ty  co lYec t ive ly  may be  w i l l i n g  t o  

pay f o r  t h e  o p t i o n  t o  have a  we l l - t r a ined ,  f l e x i b l e  labour  f o r c e  

a v a i l a b l e  f o r  use i n  t i m e s  o f  n a t i o n a l  emergency such a s  a  war, 

o r  i n  t i m e s  o f  very  r a p i d  t e c h n i c a l  change. F u r t h e r ,  because o f  

t h e  obso lescence  of  human c a p i t a l ,  t h e  d e c i s i o n  n o t  t o  i n v e s t  i n  

t r a i n i n g  may be  i r r e v e r s i b l e ,  and t h e r e f o r e  s o c i e t y  may be  

w i l l i n g  t o  pay f o r  t h e  o p t i o n  o f  having a  pool  o f  s k i l l e d  l a b o u r  

i n  t h e  f u t u r e  even though it may n o t  be  f u l l y  u i  i l i z e d  i n  t h e  

p r e s e n t .  

The e x t e r n a l i t y  argument i s  a lmos t  i n e x t r i c a b l y  i n t e r -  

twined w i t h  two o t h e r  no t ions  concerning p u b l i c ,  a s  opposed t o  

p r i v a t e ,  p r o v i s i o n  of  some a c t i v i t y .  Thus it is sometimes 

argued,  f i r s t ,  t h a t  human c a p i t a l  has  someof t h e  c h a r a c t e r i s t i c s  

o f  a  " p u b l i c  good".g' B a s i c a l l y ,  i t  i s  sugges ted  t h a t  c e r t a i n  

s e r v i c e s  l i k e  defence,  a d m i n i s t r a t i o n  o f  j u s t i c e ,  educa t ion  -- 
and t r a i n i n g  -- a r e  c h a r a c t e r i z e d  by t h e  g e n e r a t i o n  o f  b e n e f i t s  

which a r e  enjoyed by society as a w h o l e .  This  ca se  d i f f e r s  from 

t h e  "s imple"  e x t e r n a l i t y  c a s e  d i s cus sed  e a r l i e r  i n  s o  much as 

t h e  e x t e r n a l i t i e s  a r e  enjoyed e q u a l l y  by t h e  whole s o c i e t y .  

Tha t  i s ,  i n  t h e  "s imple"  e x t e r n a l i t y  c a s e ,  t h e  d ivergence  

y ~ e e ,  f o r  example, Thurow, o p .  ci L .  , p.  104. 



between p r i v a t e  and s o c i a l  n e t  benefit?/  may be c losed ,  i n  

p r i n c i p l e ,  by a p p r o p r i a t e  t a x e s  and s u b s i d i e s ,  b u t  pure p u b l i c  

goods w i l l  n o t  be  provided a t  a l l  i n  a  pu re ly  compet i t ive  market 

because t h e i r  b e n e f i t s  a r e  i n d i v i s i b l e :  everyone en joys  t h e  

b e n e f i t s  of such t h i n g s  a s  n a t i o n a l  defence,  n o i s e  and smoke 

abatement,  o r  t h e  c u l t u r a l  enrichment and s o c i a l  s t a b i l i t y  t h a t  

flow from educa t ion  and t r a i n i n g  of t h e  populace,  no m a t t e r  who 

pays f o r  them. Therefore  everyone i s  motivated t o  evade payment 

f o r  such t h i n g s  and t h e r e  is no i n c e n t i v e  f o r  a  p r i v a t e  agent  

t o  provide  them. 

L s  t r a i n i n g  such an a c t i v i t y ?  Obviously t h e  economic 

b e n e f i t s  of t r a i n i n g  a r e  t o  a  l a r g e  e x t e n t  pe r sona l  and d i v i -  

s i b l e ,  b u t  t h e r e  a r e  s p i l l o v e r  b e n e f i t s  which confer  upon 

t r a i n i n g ,  l i k e  education,=' t h e  c h a r a c t e r i s t i c s  of a  "quasi-  

p u b l i c  good", s o  t h a t  i t s  product ion  by compet i t ive  market 

f o r c e s  might w e l l  r e s u l t  i n  s o c i a l  underinvestment i n  t r a i n i n g .  

The second argument which is  c l o s e l y  bound t o  t h e  

b a s i c  e x t e r n a l i t y  no t ion ,  i s  t h a t  human c a p i t a l  maybe cons idered  

a  " m e r i t  w a n t w Z /  -- a want which t h e  government regards  a s  s o  

2 ' ~ .  C. Pigou f i r s t  d i s t i n g u i s h e d  between ( a )  t h e  va lue  of t h e  
marginal  p r i v a t e  n e t  product  (which i s  t h e  marginal  phys i ca l  
product  of t h e  f a c t o r ,  a s  app ropr i a t ed  by t h e  producer ,  t i m e s  
t h e  market p r i c e  of  t h e  p r o d u c t ) ,  and (b)  t h e  va lue  of t h e  
marginal  s o c i a l  n e t  product ,  which i s  t h e  t o t a l  o f  t h e  pro- 
d u c t s  and s e r v i c e s  a r i s i n g  from t h e  employment of  t h e  
a d d i t i o n a l  f a c t o r  u n i t ,  no  m a t t e r  t o  whom t h e y  a c c r u e ,  each 
product  o r  s e r v i c e  be ing  m u l t i p l i e d  by t h e  r e l e v a n t  market 
p r i c e ;  The Economics o f  We Zfare  (London: Macmillan, 1932) . 

E / ~ a r k  Blaug sugges t s  t h a t  educa t ion  might be thought  of  a s  a  
"quas i -publ ic  good", i n  Economic Theory  i n  R e t r o s p e c t  
(Homewood, I l l i n o i s :  I rw in ,  1968),  p. 605. 

='see Musgrave, R. A.,  The Theory  o f  PubZio Finance (New York: 
McGraw-Hill, 1959) ,  pp. 13-14, f o r  a  f u l l e r  expos i t i on  of 
m e r i t  wants.  
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impor tan t  a s  t o  j u s t i f y  i t s  p rov i s ion  i n  a  manner which i n t e r -  

f e r e s  w i t h  p r i v a t e  p re fe r ences .  "Government, i n  t h i s  ca se ,  

s u b s t i t u t e s  c o l l e c t i v e  f o r  i n d i v i d u a l  choice ,  be it through 

budgetary p r o v i s i o n  ( f u l l y ,  o r  p a r t i a l l y  through subs idy)  o f  

' m e r i t o r i o u s '  goods ( t h e  consun:$ , i o n  of  which i s  a s s igned  t o  

p a r t i c u l a r  consumers) ,  o r  through r e g u l a t o r y  dev ices  t o  d e t e r  

' u n d e s i r a b l e '  goods, e.g. ,  p r o h i b i t i o n  of s a l e  of  dangerous 

drugs o r  sumptuary t axes .  "- 12' Such s u b s i d i z a t i o n  o f  "good" 

p roduc t s ,  and p e n a l i z i n g  o f  "bad", i s  based on t h e  p r o p o s i t i o n  

t h a t  t h e  government 

i n  loco  p a r e n t i s  t o  

13/ t o  a l l  ch i ldren . -  

i s  capable  of  s u p e r i o r  judgment: it a c t s  

p rov ide  f r e e  milk,  o r  a minimum of  educa t ion  

F i n a l l y ,  it must b e  po in t ed  o u t  t h a t  i n  some ways t h e  

g e n e r a l  e x t e r n a l i t y  argument i s  d i f f i c u l t  t o  apply t o  t r a i n i n g ,  

s i n c e  t h e r e  is reason  t o  b e l i e v e  t h a t  i n  f a c t  markets  do a r i s e  

t o  i n t e r n a l i z e  t h e  e x t e r n a l i t - i e s .  Thus Becker a rgues  t h a t  t h e  

t r a i n e e  b e a r s  t h e  c o s t  of  g e n e r a l  t r a i n i n g  by accep t ing  a lower 

wage-rate d u r i n g  t r a i n i n g  and r eaps  t h e  b e n e f i t s  l a t e r  i n  t h e  

form o f  a  h i g h e r  compe t i t i ve  market wage r a t e .  Moreover, i f  a  

z / ~ u s ~ r a v e ,  R. A . ,  F i s c a l  Systems ( N e w  Haven: Yale u n i v e r s i t y  
P r e s s ,  19691, p .  12. 

 TO what degree  t r a i n i n g ,  p e r  s e ,  possesses  merit want charac-  
ter is t ics  i s  unc l ea r .  We might a rgue ,  however, t h a t  t o  t h e  
e x t e n t  t h a t  (i) income d i s t r i b u t i o n  i s  i n e q u i t a b l e ,  (ii) a  
d e s i r e  t o  r e c t i f y  t h e  i n e q u i t y  i s  inco rpo ra t ed  i n  a  s o c i a l  
w e l f a r e  f u n c t i o n ,  (iii) t h e  government makes d e c i s i o n s  w i t h  
r e f e r e n c e  t o  t h e  s o c i a l  we l f a r e  func t ion ,  and ( i v )  t h e  
P u r i t a n  work-ethic p r e v a i l s ,  t h e  government may s u b s i d i z e  
t r a i n i n g  ( f o r  it is "good' t o  g e t  people  t o  work) r a t h e r  t h a n  
paying d i r e c t  income s u b s i d i e s  ( f o r  t h e s e  encourage s l o t h ,  
which i s  "bad") -- see Musgrave's f r e e  milk example i n  F i s c a l  
Systems, op. c i t . ,  p. 12. 



f i rm t h a t  does no t r a i n i n g  p i r a t e s  an employee from'a f i rm t h a t  

does t r a i n i n g  i t  must compensate t h a t  worker f o r  h i s  t r a i n i n g  

c o s t s  by paying a  s u f f i c i e n t l y  a t t r a c t i v e  wage. 

A f u r t h e r  dimension of the  contention t h a t  the  govern- 

ment may be i n  a  b e t t e r  p o s i t i o n  t o  make decis ions  i s  t h a t  i t s  

super io r  information may reduce the u n c e r t a i n t i e s  which can 

d e t e r  investment by p r i v a t e  agents.- 14/ Experience with l a r g e  

numbers of people may al low the  government t o  a s sess  the  proba- 

b i l i t i e s  of succes: o r  f a i l u r e  of human c a p i t a l  investment more 

accura te ly  than p r i v a t e  agents .  

Moreover, while ind iv idua l s  mayPbe r i s k  a v e r t e r s  where 

l a r g e  uncer ta in  human c a p i t a l  investments a r e  concerned, govern- 

ments may be n e u t r a l  with r e spec t  t o  r i s k ,  o r  even have prefer -  

ences f o r  it.%/ For the  ind iv idua l  worker o r  f i rm, expected 

l o s s e s  from a  t r a i n i n g  program may be smal l ,  bu t  maximum l o s s e s ,  

i f  th ings  tu rn  o u t  badly, may appear very l a rge .  They might 

t h e r e f o r e  proceed not  on t he  b a s i s  of expected gains o r  losses  

b u t ,  more conservat ive ly ,  pursue a  s t r a t e g y  t h a t  avoids maximum 

l o s s e s .  

g / ~ n v e s t m e n t  i n  t r a i n i n g  i s  c l e a r l y  s u b j e c t  t o  many uncertain-  
t i e s :  What, f o r  example, a r e  the  shapes of t h e  an t i c ipa ted  
b e n e f i t  and c o s t  streams? How quickly w i l l  t h e  human c a p i t a l  
a s s e t  d e t e r i o r a t e ?  P r i v a t e  agents  way handle uncertainty by 
( impl ic i ty  o r  e x p l i c i t y )  adding an uncer t a in ty  premium t o  
t h e  i n t e r e s t  r a t e  used t o  d iscount  f u t u r e  n e t  benef i t s  t o  
t h e  present .  Uncertainty the re fo re  l i m i t s  t h e  amount of 
t r a i n i n g  which can p r o f i t a b l y  be undertaken by the  p r i v a t e  
ind iv idua l  o r  firm. 

=~hurow, o p .  c i t . ,  p. 1 0 9 .  



Governments, by c o n t r a s t ,  a r e  perhaps b e t t e r  a b  Le 

t o  s u s t a i n  t h e  l o s s e s  o f  a  program t h a t  i s  a  f a i l u r e  than arc. 

most i n d i v i d u a l s  t o  s u s t a i n  t h e  l o s s e s  o f  a  p e r s o n a l  i n v c s t l , i ~ , . \  

program t h a t  i s  a  f a i l u r e ,  s o  t h a t  i d e n t i c a l  o b j e c t i v e  r i s k s  n u ,  

be  much l e s s  i n h i b i t i n g  t o  t h e  government t han  t o  t h e  i n d i v i d u a l .  

Another argument favour ing  government involvement i n  

t h e  p r o v i s i o n  o f  t r a i n i n g  rests upon t h e  hypo thes i s  t h a t  t h e  

s o c i a l  r a t e  o f  t i m e  d i s c o u n t  i s  lower than t h e  p r i v a t e  r a t e ,  and 

t h a t  inves tment  based upon t h e  l a t t e r  w i l l  f a l l  s h o r t  of  t h e  

s o c i a l l y  d e s i r a b l e  optimum. Determinat ion of  t h e  a p p r o p r i a t e  

s o c i a l  d i s c o u n t  r a t e  i s  t o o  v a s t  a  t o p i c , t o  a l l ow  any d e t a i l e d  

d i s c u s s i o n  h e r e ,  b u t  a  b r i e f  c o n s i d e r a t i o n  of one of  t h e  

approaches t o  t h e  problem w i l l  s e r v e  t o  i l l u s t r a t e  ou r  p r e s e n t  

argument. 

The s o c i a l  d i s c o u n t  r a t e  may be approached from t h e  

viewpoint  o f  s o c i e t y ' s  r a t e  o f  t i m e  p r e f e r ence ,  a s  I r v i n g  F i s h e r  

p o i n t e d  o u t :  

"... i f  t h e  theory  t o  be p re sen t ed  i n  t h i s  book 
i s  c o r r e c t ,  i n t e r e s t  is an index o f  t h e  com- 
mun i ty ' s  p r e f e r ence  f o r  a  d o l l a r  of  p r e s e n t  
o v e r  a  d o l l a r  of  f u t u r e  income. "l6/ 

There appears  good reason  t o  suppose t h a t  s o c i e t y ' s  r a t e  o f  t i m e  

p r e f e r e n c e  is lower than  t h a t  o f  any i n d i v i d u a l  o r  f i rm,  

because s o c i e t y ' s  time hor izon  i s  longer .  A s  Pigou p u t  it, 

i n d i v i d u a l s  s u f f e r  from " d e f e c t i v e  t e l e s c o p i c  f a c u l t y " ,  s o  t h a t  

government i n t e r v e n t i o n  may be needed t o  g i v e  adequate  weight  t o  

17/ t h e  w e l f a r e  of  unborn generat ions.-  

1 6   isher her, I. , The Ra te  of  I n t e r e s t  ( N e w  York: ~ a c m i l l a n ,  1907) . 
G / ~ i ~ o u ,  op.  c i t .  , pp. 24-30. 



Occas iona l ly  it i s  sugges ted  t h a t  where an a c t i v i t y  i s  

c h a r a c t e r i z e d  by cons ide rab l e  economies of  s c a l e ,  government may 

be i n  a  b e t t e r  p o s i t i o n  because of i t s  s h e e r  s i z e  vis-3-vis  

p r i v a t e  concerns t o  t a k e  advantage of such economies. A t  f i r s t  

g l ance  t h e r e  might appear  t o  be such economies p r ~ s e n t  i n  t r a i n -  

ing:  t h e  p h y s i c a l  c a p a c i t y  of  a  p u b l i c  i n s t i t u t i o n  may be a 

p o i n t  i n  i t s  favour  r e l a t i v e  t o  t h e  "classroom i n  t h e  f a c t o r y " .  

I n  t h e  United Kingdom, appa ren t ly ,  t h e  d i sadvantages  of  smal lness  

18/ have l e d  t o  t h e  phenomenon of  "grouping" f o r  t r a i n i n g  purposes.- 

Gene ra l l y ,  how eve^, w e  can see l i t t l e  evidence f o r  t h e  s c a l e  

economies argument i n  t r a i n i n g .  Granted, one i n s t r u c t o r  t o  t e n  

t r a i n e e s  makes more s ense  t han  a  s e p a r a t e  i n s t r u c t o r  f o r  each,  

b u t ' e x t e n s i o n  of t h i s  p r i n c i p l e  i s  c u r t a i l e d  by t h e  requirement  

f o r  "manageable" pup i l - t eache r  r a t i o s ,  t h e  need f o r  pe r sona l  

s u p e r v i s i o n ,  etc. Moreover, f o r  many k inds  of t r a i n i n g ,  a l l  

t h a t ' s  needed i s  a  room, c h a i r s ,  and a  blackboard -- which 

even t h e  smal l  f i r m  can f r e q u e n t l y  provide  a t  l i t t l e  or  no 

c o s t .  

I n  f a c t ,  some economists f e e l  t h a t  t h e  "s tandard"  

arguments f o r  government i n t e r v e n t i o n  which w e  have advanced s o  

f a r  have r a t h e r  doub t fu l  a p p l i c a b i l i t y  t o  t r a i n i n g .  Accordingly, 

t hey  j u s t i f y  such i n t e r v e n t i o n  on s t i l l  d i f f e r e n t  grounds. 

Weisbrod, f o r  example, main ta ins  t h a t  t h e  p r o b a b i l i t y  o f  the 

government succeeding where p r i v a t e  markets have f a i l e d  is 

l i k e l y  t o  be low excep t  f o r  c a s e s  o f  c o l l e c t i v e  consumption 

goods from which t h e  e x t e r n a l  b e n e f i t s  o f  p r i v a t e  p rov i s ion  a r e  

s1I,ees,  D. and Ch ip l in ,  B . ,  "The Economics o f  I n d u s t r i a l  
T ra in ing" ,  L Z o y d s  Bank  R e v i e w ,  A p r i l  1 9 7 0 ,  p .  36. 



very l a r g e  r e l a t i v e  t o  t h e  i n t e r n a l  b e n e f i t s  o f  t h e  p rov ide r .  

But,  "manpower t r a i n i n g  and r e l o c a t i o n  programs do n o t  seem t o  

have a  s i g n i f i c a n t  c o l l e c t i v e  good component'.- 19' Although he  

f i n d s  "extremely l i m i t e d  evidence" f o r  t h e  p r o p o s i t i o n  t h a t  t h e  

p r i v a t e  market i s  economical ly  i n e f f i c i e n t  o r  t h a t  i t  s i g n i f i -  

c a n t l y  underproduces t r a i n i n g ,  Weisbrod ma in t a in s  t h a t  p u b l i c  

concern about  pover ty  and economic oppor tun i ty  provides  ano the r  

20/ r a t i o n a l e  f o r  a t t e n t i o n  t o  manpower programs.- 

That  is ,  t o  t h e  e x t e n t  t h a t  t h e  d i s t r i b u t i o n  of  human 

c a p i t a l ,  a s  determined by t h e  market,  produces an undes i r ab l e  

income d i s t r i b u t i o n ,  s o c i e t y  may wish t o  promote amore e q u i t a b l e  

d i s t r i b u t i o n  o f  human c a p i t a l .  A s  mentioned e a r l i e r  (see foot -  

n o t e  1 3 ) ,  t h e  d i s t r i b u t i o n  o f  incomeGi may be  a l t e r e d  by d i r e c t  

z / ~ e i s b r o d ,  B. A . ,  " B e n e f i t s  o f  Manpower Programs: T h e o r e t i c a l  
and ~ e t h o d o l o g i c a l  I s s u e s " ,  i n  G. A. Somers and W. D. Wood 
( eds )  , C o s t  B e n e f i t  A n a l y s i s  o f  Manpower P o l i c i e s  (Queen 's  
Un ive r s i t y ,  I n d u s t r i a l  Re l a t i ons  Cent re ,  19691, p.  12. 

20/~. S. Goldfarb has  used a  model t o  show t h a t ,  under c e r t a i n  
c o n d i t i o n s ,  t h e  p r i v a t e  s e c t o r  w i l l  under take  t h a t  amount o f  
t r a i n i n g  which maximizes n e t  ou tpu t  over  t i m e .  I t s . "message"  
i s  t h a t  government suppor t  of  t r a i n i n g  e f f o r t s  cannot  neces- 
s a r i l y  be  j u s t i f i e d  a s  an a t t empt  t o  r a i s e  n e t  ou tpu t ;  i f  
knowledge i s  w e l l  d i s t r i b u t e d ,  t h e  p r i v a t e  s e c t o r  may do very 
w e l l  on i t s  own. Goldfarb argues t h a t  programs l i k e  t h e  "war 
on poverty"  a r e  s u g g e s t i v e  o f  a  s o c i a l  we l f a r e  func t ion  which 
a t t a c h e s  h igh  va lues  t o  income ga ins  a t  t h e  lower end of  t h e  
d i s t r i b u t i o n .  The n e t  o u t p u t  maximand, by c o n t r a s t  f a i l s  t o  
d i s c r i m i n a t e  between a d o l l a r  i n c r e a s e  acc ru ing  t o  M r .  X and 
a  d o l l a r  i n c r e a s e  t o  M r .  Y.  The p r i v a t e  n e t  o u t p u t  maximand 
i s  t h e r e f o r e  s o c i a l l y  i n a p p r o p r i a t e  and government-sponsored 
t r a i n i n g  may be j u s t i f i e d  a s  a  dev i ce  t o  a l t e r  income d i s t r i -  
bu t ion .  See "The Eva lua t ion  of  Government Programs: The Case 
of N e w  Haven's Manpower T ra in ing  A c t i v i t i e s " ,  Yale Economic 

-. , Essays,  vo l .  9 ,  no. 2, F a l l  1 9 6 9 ,  pp. 60-61. 

C'B~ income d i s t r i b u t i o n  i n  t h i s  c o n t e x t  i s  meant, b roadly ,  
i n t e r p e r s o n a l  d i s t r i b u t i o n ,  and t h e  r o l e  of  t r a i n i n g  i s  
t h e r e f o r e  viewed i n  t h e  l i g h t  of  t h e  e x t e n t  t o  which t h e  
r e d i s t r i b u t i o n  of  human c a p i t a l  may c o n t r i b u t e  t o  a  more 
e q u i t a b l e  d i s t r i b u t i o n  of  pe r sona l  incomes. 



t r a n s f e r  payments. T ra in ing ,  however, may be p r e f e r r e d  -- and 

f o r  r ea sons  o t h e r  t han  t h e  pervas iveness  of t h e  P u r i t a n  work 

e t h i c .  I t  may be less c o s t l y .  The n e t  d i scounted  p r e s e n t  va lue  

of t h e  s e r i e s  of  inves tments  i n  t r a i n i n g  r equ i r ed  t o  ach ieve  a 

d e s i r e d  e f f e c t  upon income d i s t r i b u t i o n  may be less than  t h e  n e t  

p r e s e n t  va lue  of t h e  t r a n s f e r  payments r equ i r ed  t o  produce t h e  

same income-d i s t r i bu t iona l  e f f e c t .  Investment  i n  t r a i n i n g  is,  

i n  a  s ense ,  a  "one s h o t  d e a l "  i n  t h a t  once madei t  a f f e c t s  income 

d i s t r i b u t i o n  i n  subsequent  y e a r s ,  whereas t r a n s f e r  payments must 

be made each s u c c e s s i v e  y e a r  t o  achieve t h e  d e s i r e d  income 

2 2/ d i s t r i b u t i o n  .- 

The s t a n d a r d  arguments f o r  government i n t e r v e n t i o n  

which w e  have reviewed s o  f a r  a r e  p o t e n t i a l l y  a p p l i c a b l e  t o  t h e  

p rov i s ion  of any good o r  : ,ervice.  Moreover, t h e i r  a p p l i c a b i l i t y  

t o  t h e  p a r t i c u l a r  ca se  of t r a i n i n g  i s  n o t  always convincingly 

apparen t .  I n  t h e  n e x t  s e c t i o n  w e  t u r n  t o  ano the r  l i n e  of  argu- 

ment which we b e l i e v e  t o  be more f r u i t f u l .  I t  focuses  s p e c i f i -  

c a l l y  upon t h e  a l l o c a t i v e  mechanism of  t h e  u n f e t t e r e d  labour  

market:  i t s  imper f ec t ions ,  f r i c t i o n s ,  segmentat ion,  maladjustment;  

t h e  way i n  which t h e s e  phenomena may o b v i a t e  t h e  a t t a inmen t  of  

n a t i o n a l  econoi ,~ic  o b j e c t i v e s ;  and t h e  way i n  which government 

t r a i n i n g  programs, a s  an a s p e c t  of manpower p o l i c y ,  may be 

expec ted  t o  prove b e n e f i c i a l .  

w ~ r o f e s s o r  Dennis Maki has  go in t ed  o u t  t h a t  t h i s  a s s e r t i o n  
assumes an absence of displacement  e f f e c t s .  C e r t a i n l y ,  one 
of t h e  t h i r d  p a r t y  e f f e c t s  of  t r a i n i n g  may b e t h e  displacement  
of workers who do n o t  have t h e  t r a i n i n g  " s e a l  of  approval" ,  
s o  t h a t  t h e  need f o r  t r a i n i n g  could  be a cont inu ing  one. 
Furthermore, t r a n s f e r  payments may, o r  may n o t ,  c r e a t e  t h e  
k ind  of  "dependence" which p e r p e t u a t e s  t h e i r  n e c e s s i t y .  



3 .  The S t r u c t u r a l  Maladjustment Hypothesis 

The fundamental a s s e r t i o n  of  what may be c a l l e d  t h e  

s t r u c t u r a l  maladjustment  ca se  f o r  government involvement , i i  

t r a i n i n g  is  t h a t  t h e  labour  market ,  l e f t  t o  i t s  own dev ices ,  

encoun te r s  impediments t o  e f f i c i e n t  a l l o c a t i o n  which g i v e  rise 

t o  s t r u c t u r a l  unemployment and p o t e n t i a l l y  i n f l a t i o n a r y ,  qrowth- 

i n h i b i t i n g  bo t t lenecks . -  23' I n  t h i s  s e c t i o n  w e  d i s c u s s  t h e  

a l l o c a t i v e  inadequac ies  of  t h e  labour  market and sugges t  t h a t  

t o  t h e  e x t e n t  t h a t  government-sponsored t r a i n i n g  may a l l e v i a t e  

them it may be expected t o  make some c o n t r i b u t i o n  t o  c e r t a i n  

n a t i o n a l  economic o b j e c t i v e s .  

I t  is  u s e f u l  a t  t h e  

n a t u r e  of  t h e  a l l o c a t i o n  t a s k  

o u t s e t  t o  i l l u s t r a t e  t h e  complex 

which t h e  l abour  market i s  c a l l e d  

upon t o  p e r f o ~ x i .  F igure  3-124' d e p i c t s  t h e  s t o c k s  and flows of  

workers and jobs which c h a r a c t e r i z e  t h e  labour  market.  

q ~ e e  Mehmct, O . ,  "A  C r i t i c a l  Appra isa l  of t h e  Economic 
Ra t iona l e  Of Government-Subsidized Manpower Tra in ing" ,  
Re l a t i ons  IndustrielZes/Industrial Rela t ions ,  vo l .  2 5 ,  
no. 3 ,  September 1970, pp. 568-580. 

- - 

w ~ h e  diagram i s  a  modified ve r s ion  of t h a t  which appears  i n  
Ho l t ,  C. C. and David, M. H . ,  "The Concept of Job Vacancies 
i n  a  Dynamic Theory o f  t h e  Labor Market", i n  The  Measurement 
and I n t e r p r e t a t i o n  of J o b  Vacancies ( N e w  York: NBER, 1966), 
p.  79 .  I t  i s  l a r g e l y  s e l f - exp lana to ry ,  b u t  two p o i n t s  should 
be noted:  (a) a l though t h e  diagram presumably could be used 
t o  d e p i c t  a  micro market w i t h  homogeneous workers and va- 
c a n c i e s ,  we a r e  examining t h e  complicated adjustments  r e q u i r e d  
by t h e  h e t e r o g e n e i t y  o f  men and jobs a t  t h e  macro l e v e l ;  (b)  
it is  assumed f o r  s i m p l i c i t y  t h a t  on ly  unemployed workers a r e  
h i r e d ,  s o  t h a t  a  worker moving d i r e c t l y  from one job t o  
ano the r  i s  cons i ce red  momentarily unemployed. S i m i l a r l y ,  new 
e n t r a n t s  t o  t h e  labour  f o r c e  who a r e  brought  s t r a i g h t  from 
t h e  household t o  a job a r e  assumed t o  move v i a  t h e  pool  o f  
unemployed. Moreover, a p a r t  from r e t i r e m e n t s ,  persons with- 
drawing from t h e  labour  f o r c e  a r e  assumed t o  do s o  v i a  t h e  
unemployment pool .  



Figure 3-1 
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A f u l l e r  a p p r e c i a t i o n  of  t h e  i n t r i c a c y  of  t h e  a l l o c a -  

t i o n  p roces s  i s  ga ined  when it is  borne i n  mind t h a t  each  s t o c k  

and flow i s  mult idimensional :  workers a r e  c h a r a c t e r i z e d  by age, 

educa t ion ,  exper ience ,  occupat ion,  geographica l  l o c a t i o n ,  e tc. ,  

wh i l e  jobs a r e  s i m i l a r l y  s p e c i f i e d  by a  v a r i e t y  of cha rac t e r -  

i s t i c s .  The market ,  i n  t h i s  r e p r e s e n t a t i o n ,  i s  seen a s  t h e  

locus  o f  myriad r e c o n c i l i a t i o n s  between t h e  v a r i e g a t e d  r equ i r e -  

ments of  many jobs,  and t h e  v a s t l y  d i v e r s i f i e d  b lends  o f  workers '  

c h a r a c t e r i s t i c s  and q u a l i f i c a t i o n s .  

A numerical  example w i l l  s e r v e  t o  i l l u s t r a t e  t h e  s h e e r  

s i z e  o f  t h e  f lows involved  i n  t h e  Canadian. labour  market. The 

d a t a  a r e  de r ived  from e s t i m a t e s  complied by S t a t i s t i c s  Canada o f  

t h e  g r o s s  f lows o f  t h e  popula t ion  among t h e  "employed", "unem- 

p loyer" ,  and " n o t  i n  t h e  labour  fo rce"  c a t e g o r i e s .  Table  3-1 

shows t h a t  t h e  r e l a t i v e l y  sma l l  change i n  employment of 11,000 

persons  between t h e  months of January and February 1972 i n  f a c t  

masks an in f low t o  employment (from unemployment and from n o t  

i n  t h e  labour  f o r c e )  o f  293,000 persons ,  an ou t f low o f  296,000 

persons  from t h e  employed t o  t h e  unemployed o r  n o t  i n  t h e  l abour  

f o r c e  c a t e g o r i e s ,  and a  n e t  in f low i n t o  employment from e x t e r n a l  

sou rces  ( immigrat ion,  school  l e a v e r s )  o f  14,000 persons.  



T a b l e  3-1 

STOCIS AND FLOWS IN THE CANADIAN LABOUR MARKET: 
AN ILL?lS'l?ttn.TI\'E EEPX?LE FOR JP&L'?LRY-FEBRUARY 1972 

T o t a l  employment i n  p r e v i o u s  month 

P o p u l a t i o n  f l o w  i n t o  employment f I $ ) m  unemployment 

P o p u l a t i o n  f l o w  i n t o  enq,!oyment from n o t  i n  t h e  l a b o u r  

P o p u l a t i o n  f low o u t  o f  employment t o  unemployment 

P o p u l a t i o n  f l o w  o u t  o f  employment t o  n o t  i n  t h e  l a b o u r  

N e t  e x t e r n a l  p o p u l a t i o n  f l o w  i n t o  employment 

T o t a l  net change  i n  employment  

T o t a l  employment i n  c u r r e n t  ~o . !~r th  

7 ,917  

174 

f o r c e  119 

-134 

force -162 

1 4  

11 

7,928  

S o u r c e :  Denton,  F . ,  C. F e a v e r  and A. L. Robb, "Stock-Flow R e l a t i o n -  
s h i p s  and  Short-Run Dynamics: A S t u d y  o f  t h e  Canadian  Labour 
Marke t" ,  Economic C o u n c i l  o f  Canada, D i s c u s s i o n  P a p e r  no.  37. 

I n  a d d i t i o n  t o  t h e  q u a n t i t a t i v e  magnitude of t h e s e  

flows o f  workers and job;, t h e i r  q u a l i t a t i v e  dimension imposes 

a  f u r t h e r  burden upon t h e  a l l o c a t i v e  mechanism. I t  is argued by 

t h e  exponents  o f  t h e  s t r u c t u r a l  maladjustment hypothes i s  t h a t  

t h e  p roces s  of  growth i n  t h e  i n d u s t r i a l i z e d  economy e n t a i l s  

r a p i d  and cont inuous changes i n  t a s t e s ,  income d i s t r i b u t i o n ,  and 

technology.  Simultaneously,  t h e r e  occur  s h i f t s  i n  emphasis from 

one product  t o  ano the r  w i t h i n  f i rms ,  from one f i r m  t o  ano the r  

w i t h i n  i n d u s t r i e s ,  from one i n d u s t r y  t o  ano the r  w i t h i n  reg ions .  

I n  t h i s  way a r e  genera ted  t h e  l a r g e  and complex flows we have 

desc r ibed .  

The i n h e r e n t  a b i l i t y  o f  t h e  labour  market t o  under take  

t h e  t a s k  of matching men and jobs i s  ! .mpered by t h e  fo l lowing  

f a c t o r s .  F i r s t ,  t i e s  o f  c u l t u r e  and r e l i g i o n ,  t o g e t h e r  wi th  

d i s t a n c e ,  impede geographica l  mob i l i t y .  Secondly, occupa t iona l  

m o b i l i t y  may be discouraged by t r a d e  union l i m i t a t i o n  of  e n t r y  



i n t o  c e r t a i n  t r a d e s  and by t h e  phenomenon of monopsonis t ic  

' l ock ing - in '  of  employees t o  jobs i n  which they  a c q u i r e  

' s p e c i f i c ' ,  non - t r ans fe rab l e  s k i l l s .  I n  a d d i t i o n ,  t h e  labour  

market i s  segmented by a r t i f i c i a l  b a r r i e r s  based on such t h i n g s  

a s  r a c e ,  sex ,  and age, l e g i s l a t i o n  no twi ths tanding .  

F i n a l l y ,  t h e  a b i l i t y  o f  t h e  i n d i v i d u a l  t o  overcome t h e  

u n s u i t a b i l i t y  o f  h i s  p r e s e n t  human c a p i t a l  c h a r a c t e r i s t i c s  i s  

s e v e r e l y  l i m i t e d .  T ra in ing  r e q u i r e s  money. But human c a p i t a l  

cannot  be  d ivorced  from i ts  possessor ,  and i s  t h e r e f o r e  i l l i q u i d .  

This  c h a r a c t e r i s t i c  c u t s  bo th  ways: t h e  unemployed worker may 

have g r e a t  d i f f i c u l t y  i n  borrowing money pn t h e  s e c u r i t y  o f  h i s  

own.potent ia1 and may himself  be r e l u c t a n t  t o  i n c u r  a  d e b t  

because of t h e  u n c e r t a i n t y  o f  h i s  p rospec t s .  Adjustments t o  

sk i l l -mismatch ing  a r e  t h e r e f o r e  f u r t h e r  imp6ded. 

I t  i s  i n  t h e  l i g h t  of such f a c t o r s  t h a t  government 

manpower p o l i c y  is  advocated t o  augment t h e  a l l o c a t i v e  mechanism 

o f  t h e  market.  By i n t e r v e n i n g  i n  such a r e a s  a s  t r a i n i n g ,  

mob i l i t y ,  t h e  p r o v i s i o n  of  l abour  market in format ion ,  and 

v o c a t i o n a l  c o u n s e l l i n g  and placement s e r v i c e s ,  it is  argued, 

t h e  p u b l i c  a u t h o r i t y  mtiy promote a  b e t t e r  matching of  supply  t o  

t h e  cont inuous ,  r a p i d  and o f t e n  sha rp ,  changes i n  l abour  demand. 

Th i s  i n  t u r n  would h e l p  to reduce t h e  b o t t l e n e c k s ,  s t r u c t u r a l  

unemployment, and o t h e r  market p r e s s u r e s  and s t r a i n s  which 

impede and d i s t o r t  t h e  p roces s  of  economic growth. 



Such comments must, i f  course ,  Le tempered wi th  t h e  

observat i -on t h a t  t o  d e a l  w i t h  changing l abour  demands, manpower 

p o l i c y  i t s e l f  must be  capable  of  cont inuous ,  i a p i d ,  and s h a r p  

ad jus tment .  Indeed this requirement  was s p e c i f i c a l l y  recognized 

i n  a r e c e n t  OECD study:  

"... it may be cons idered  advantageous f o r  t h e  
economy t o  accep t  t h e  c o s t  of a c e r t a i n  over  
c a p a c i t y  o f  t h e  a d u l t  t r a i n i n g  system i n  o r d e r  
t o  main ta in  a h igh  degree of f l e x i b i l i t y  and 
preparedness  f o r  r a p i d  and adequate  r e a c t i o n  
t o  unforeseen ba lance  d i s t u r b a n c e s  i n  va r ious  
p a r t s  o f  t h e  labour market."=/ 

Moreover, it might be argued t h a t  more emphasis should be p l aced  

upon t h e  demand s i d e  of  t h e  market i n  t h e  form o f  encouraging 

and a c c e l e r a t i n g  job redesign.%/ With r ega rd  t o  t h e  f i r s t  of  

t h e s e  p o i n t s  t h e r e  i s  ev idence  t h a t  t h e  purchase agreements 

between t h e  f e d e r a l  and p r o v i n c i a l  governments f o r  i n s t i t u t i o n a l  

t r a i n i n g  i n  Canada do tend  t o  produce a r a t h e r  i n f l e x i b l e  

t r a i n i n g  system, and i t  i s  on t h e s e  grounds t h a t  arguments have 

been made f o r  g r e a t e r  emphasis on OJT, which has  a g r e a t e r  

measure of b u i l t - i n  respons iveness  t o  demand c o n d i t i 0 n s . v  A s  

t o  t h e  second p o i n t ,  a number of  demand-side programs have been 

launched by t h e  Canadian Department o f  Manpower and Immigration 

i n  r e c e n t  y e a r s ,  b u t  t o  d a t e  t h e r e  i s  no s i n g l e  program d i r e c t e d  

t o  t h e  ( l o n g e r  term) o b j e c t i v e  of  job redes ign  p e r  s e .  

Z'OECD, Manpower and S o c i a l  A f f a i r s  Committee, "Adult  T ra in ing  
a s  an Ins t rument  of Act ive Manpower Po l i cy"  (Note by t h e  
S e c r e t a r i a t ) ,  P a r i s ,  May 1970, p.  36. 

%/see, f o r  example, Davis,  L. E . ,  "The ~ e s i g n  of  Jobs" ,  Indus-  
t r i a l  ~ e Z a t i o n s ,  October 1466, pp. 21-45. 

Y s e e  Newton, K . ,  "A Coun te rcyc l i ca l  T ra in ing  Programme for  
Canada", Re Zations I n d u s t r i e  2 Zes / Indus t r i a l  R e  Zat ions,  V O ~ .  
26, no. 4 ,  pp. 882-883. 



S t r u c t u r a l  maladjustment from t h e  p a r t i c u l a r  s tand-  

p o i n t  of t r a i n i n g  may be i l l u s t r a t e d  w i t h  r e f e r e n c e  t o  a  model 

developed by Barbara Berman.- I t  i s  assumed t h a t  t h e r e  e x i s t  

two k inds  o f  Iddour  -- s k i l l e d  and u n s k i l l e d  -- which a r e  f i x e d  

i n   supply^' s o  t h a t  t h e  s i z e  and s k i l l  composi t ion o f  t h e  

labour  f o r c e  a r e  r ep re sen t ed  by t h e  p o i n t  E i n  F igure  3-2. ON 

and OM ~ t r e  t h e  economy's endowments of s k i l l e d  and u n s k i l l e d  

l abour ,  r e s p e c t i v e l y ,  s o  f i t h e  r e c t a n g l e  OMEN c o n t a i n s  t h e  

3 0 /  f e a s i b l e  combination of  t h e  two k inds  o f  labour.-  

Suppose t h a t  t h e  economy i s  i n i t i a l l y  a t  p o i n t  A, 

where ou tpu t  i s  such a s  t o  employ OS s k i l l e d  workers and OU 

u n s k i l l e d  workers.  I t  i s  t h e  "employment composition p o i n t "  f o r  

a  given l e v e l  of ou tpu t .  The curved employment expansion pa th  

i s  then t h e  sho r t - run  locus  of  such p o i n t s  f o r  va r ious  ou tpu t  

l e v e l s :  an i n c r e a s e  i n  aggrega te  demand n e c e s s i t a t e s  g r e a t e r  

employment of  bo th  s k i l l e d  and u n s k i l l e d  labour .  Unemployment 

a t  A i s  equa l  t o  AG u n i t s  o f  s k i l l e d  and GE u n i t s  of u n s k i l l e d  

labour .  

2 8 --/~erman, B. R . ,  " A l t e r n a t i v e  Measures of  S t r u c t u r a l  Unemploy- 
ment", i n  A.  M. Ross (ed. 1, Employment  P o l i c y  and  t h e  Labour  
Marke t  (Berkeley: Un ive r s i t y  o f  C a l i f o r n i a  P r e s s ,  1965) ,  
pp. 256-268. 
- - 

g / ~ h e  a n a l y s i s  is s h o r t  run. 

=/I•’ a l l  s k i l l e d  workers w e r e  w i l l i n g  t o  t a k e  u n s k i l l e d  jobs,  
then  t h e  a r e a  of  f e a s i b l e  combinations i s  extended t o  i nc lude  
t h e  t r i a n g l e  PME. 



Figure 3-2 

STRUCTURAL MALADJUSTMENT I N  THE LABOUR MARKET 

Sk i l l ed  Labour 



The c u r v a t u r e  and p o s i t i o n  of  Berman's expansion p a t h  

sugges t s  t h a t  a shor t - run  i n c r e a s e  i n  demand would r a i s e  t h e  

p ropor t i on  of u n s k i l l e d  employed.- 31' A s  aggrega te  demand is  

inc reased  from p o i n t  A ,  however, t h e  economy's expansion is 

c u r t a i l e d  by t h e  b o t t l e n e c k  a t  B ,  where t h e  supply of s k i l l e d  

l abour  i s  exhaus ted ,  though t h e r e  remain BE u n i t s  o f  u n s k i l l e d  

l abour  s t r u c t u r a l l y  unemployed. (This  exempl i f i e s  t h e  c l a s s i c  

c a s e  of t h e  s imul taneous  e x i s t e n c e  of exces s  demand f o r  one k ind  

o f  l abour  and exces s  supply of  ano the r . )  

W w i t h  r e s p e c t  t o  t h e  shape of t h e  employment expansion p a t h  
Berman simply s ays  t h a t  it 
i s  t h e  r e s u l t  of assuming 
t h a t  ( a )  " t h e  marginal  pro- 
p e n s i t y  t o  h i r e  u n s k i l l e d  
l a b o r  i s  h i g h e r  than  t h e  
average  p ropens i ty  t o  h i r e  
u n s k i l l e d  l a b o r " ,  and (b) 
" t h a t  t h e  marg ina l  propen- 
s i t y  t o  h i r e  s k i l l e d  l a b o r  
i s  lower than  t h e  average".  
l i  rman, u p .  c i t . ,  p .  259 .  
This  is e l a b o r a t e d  i n  t h e  
diagram o p p o s i t e .  Quadrant  
I1 d c p ~ ~ t s  h i r i n g s  of  
s k i l l e d  workers,  S ,  a s  
aggrega te  o u t p u t ,  Y ,  in-  
c r e a s e s .  I t  i s  c o n s i s t e n t  
w i t h  assumption ( b ) .  -- 
Quadrant  111, which i s  ---- 
c o n s i s t e n t  w i t h  assumption 
( a ) ,  shows t h e  h i r i n g s  of  
u n s k i l l e d  workers,  U ,  asso- 
c i a t e d  w i th  t h e  same income GOApHlCAL UL~~lvAnoN OF THE EMPLOYMENT EXPANSION PATH 

l e v e l s  a s  t hose  shown i n  
Quadrant  11. I n  Quadrant  I we then  o b t a i n  t h e  combinations 
of U and S corresponding t o  common l e v e l s  of  Y ,  and cons is -  
t e n t  w i t h  assumptions ( a )  aqd Cb). 



To a c h i e v e  an  o r d e r l y  expans ion  beyond p o i n t  B, h:rman 

s u g g e s t s  t h a t  t h e  s k i l l  mix o f  t h e  economy needs  t o  b e  r e l o c a t e d  

from p o i n t  E t o  a  p o i n t  c l o s e r  t o  t h e  expans ion  p a t h .  Trans-  

f o r m a t i o n  o f  u n s k i l l e d  i n t o  s k i l l e d  workers  th rough  t r a i n i n g  

w i l l  a c h i e v e  t h i s  end ,  c a u s i n g  E t o  move " s o u t h - e a s t " .  I f  EF 

unemployed u n s k i l l e d  p e r s o n s  a r e  t r a i n e d ,  t h e n  FC p e r s o n s  a r e  

added t o  the s k i l l e d  work f o r c e ,  BF a d d i t i o n a l  u n t r a i n e d  un- 

s k i l l e d  p e r s o n s  are h i r e d  a l o n g  w i t h  t h e  FC (=EF) newly- t ra ined  

s k i l l e d  workers .  

h* 

W e  may e l a b o r a t e  on t h e  a d j u s t m e n t  mechanism, 

i n j e c t i n g  a f u r t h e r  e lement  o f  r e a l i t y ,  a 3  f o l l o w s .  W e  may 

suppose t h a t  t h e  l a b o u r  marke t  w i l l  be  undergo ing  an  a d j u s t m e n t  

p r o c e s s  from two s i d e s .  On t h e  one hand, employers  a r e  f r e -  

q u e n t l y  endowed w i t h  s u f f i c i e n t  b u s i n e s s  acumen t o  r e c o g n i z e  t h e  

o n s e t  o f  p o t e n t i a l  b o t t l e n e c k s  and t o  make a d j u s t m e n t s  accord-  

i n g l y :  h i r i n g  s t a n d a r d s  may be  lowered and jobs  redesigned=' s o  

t h a t  t h e i r  i n p u t  mix is t o r q u e d  i n  t h e  d i r e c t i o n  o f  more 

" u n s k i l l e d - i n t e n s i v e "  p r o d u c t i o n  methods. This w i l l  t e n d  t o  

move t h e  employment expans ion  p o i n t  " ~ i i ~ ~ t h - w e s t "  a s  shown i n  

F i g u r e  3-2: p o i n t  C i s  t rans formed  i n t o  p o i n t  C'. 

w ~ o r  employer r e a c t i o n s  t o  t i g h t  l a b o u r  marke t s ,  see Doer inger ,  
P. B. and P i o r e ,  M. J . ,  "Labour Market Adjustment and I n t e r n a l  
T r a i n i n g " ,  P roceed ings  of she I n d u s t r i a l  R e l a t i o n s  Research 
A s s o c i u t i o n ,  Win te r  1965, pp. 250-263; Davis ,  L. E . ,  "The 
Design o f  Jobs" ,  I n d u s t r i a l  R e l a t i o n s ,  Oc tober  1966, pp. 
21-45; L ivernash ,  E. R. ,  "An A c t i v e  Employer Manpower P o l i c y " ,  
P roceed ings  of the  I n d u s t r i a l  R e l a t i o n s  Research A s s o c i a t i o n ,  
Win te r  1966, pp. 208-218. 



On t h e  supp ly  s i d e ,  s i m u l t a n e o u s l y ,  f a c t c r s  a r e  a t  

work which t e n d  t o  t r a n s f o r m  t h e  s k i l l  endowment mix. Firms 

f a c e d  w i t h  t h e  growing t i g h t n e s s  i n  t h e  marke t  f o r  s k i l l e d  

l a b o u r  w i l l  t e n d  i n c r e a s i n g l y  t o  "make" r a t h e r  t h a n  "buy" t h e i r  

s k i l l e d  l a b o u r  r e q u i r e m e n t s ,  by u n d e r t a k i n g  t r a i n i n g .  I n  t h e  

f a c e  of t h e  buoyancy o f  t h e  market  f o r  s k i l l e d  l a b o u r ,  u n s k i l l e d  

workers  may a l s o  b e  tempted by t h c  , r o s p e c t i v e  r e t w n s  t o  i n v e s t  

i n  s k i l l  t r a i n i n g .  These two f o r c e s  t e n d ,  o f  c o u r s e ,  t o  move 

t h e  s k i l l  endowment p o i n t ,  E, sou th-eas tward ,  from E t o  E l ,  a s  

shown i n  F i g u r e  3-2. 

W e  have a l r e a d y  d i s c u s s e d  t h e  r e a s o n s  why t h e  l a b o u r  

marke t ,  una ided ,  may n o t  b e  c a p a b l e  o f  a d j u s t i n g  f u l l y  -- t h a t  

is t o  t h e  p o i n t  where t h e  expans ion  p a t h  and t h e  endowment p o i n t  

c o i n c i d e .  There  remains  what  w e  s h a l l  c a l l  a  " r e s i d u a l  a d j u s t -  

ment t a s k "  t h a t  needs  t o  b e  performed on grounds o f  a l l o c a t i v e  

e f f i c i e n c y .  I t  i s  r e p r e s e n t e d ,  g e o m e t r i c a l l y ,  by t h e  t r i a n g l e  

E ' F ' C ' .  I n  o t h e r  words,  a f t e r  t h e  f ree -marke t  a d j u s t m e n t  f o r c e s  

have worked o u t ,  t h e r e  s t i l l  e x i s t s  a  b o t t l e n e c k  a t  B' w i t h  

s t r u c t u r a l  unemployment o f  B ' E '  u n s k i l l e d  workers .  

I n  t h e  absence  o f  f u r t h e r  a d j u s t m e n t s  by t h e  unaided 

marke t ,  t h e  p o t e n t i a l  r o l e  f o r  government i n t e r v e n t i o n  i s  appa- 

r e n t :  t h e  gap between E '  and C '  may be c l o s e d  by government- 

s p o n s o r e d  t r a i n i n g  which would t r a n s f o r m  FIE'  u n s k i l l e d  workers  

i n t o  s k i l l e d  workers .  The s k i l l  endowment p o i n t  E' is  t h e r e b y  

moved s o u t h - e a s t  u n t i l  i t  i s  c o i n c i d e n t  w i t h  C'. A t  t h i s  p o i n t  

t h e r e  i s  no  unemployment o f  e i t h e r  k i n d  of l a b o u r  and the  

economy's s h o r t - r u n  p r o d u c t i o n  p o t e n t i a l  i s  r e a l i z e d .  



The r a t i o n a l e  f o r  government i n t e r v e n t i o n  of t h i s  type  

is  t h a t  by augmenting t h e  a l l o c a t i v e  e f f i c i e n c y  of  t h e  labour  

market,  c e r t a i n  n a t i o n a l  economic o b j e c t i v e s  a r e  se rved .  By 

a l l e v i a t i n g  t h e  p o t e n t i a l l y  i n f l a t i o n a r y  and o u t p u t - i n h i b i t i n g  

s h o r t a g e s  r ep re sen t ed  by b o t t l e n e c k s  such a s  B and B ' ,  t h e  aims 

o f  p r i c e  s t a b i l i t y  and economic growth art: served .  To t h e  

e x t e n t ,  moreover, t h a t  government i n t e r v e n t i o n  w i l l  perform t h e  

" r e s i d u a l  adjustment"  t a s k ,  s t r u c t u r a l  unemployment i s  reduced -- 
which promotes a t t a inmen t  of t h e  full-employment goa l .  

4 .  Empi r i ca l  Evidence of  Maladjustment i n  Canada 

T h e o r e t i c a l  d i s c u s s i o n  of  t h e  s t r u c t u r a l  maladjustment 

c a s e - f o r  government i n t e r v e n t i o n  i n  t h e  labour  market suggested 

t h e  p r o p r i e t y  o f  an a t t empt  t o  adduce e m p i r i c a l  evidence a s  t o  

t h e  degree  of  s t r u c t u r a l  maladjustment i n  Canada. One approach 

33/  is  t o  t a k e  a s  a model t h e  methodology of  Dow and Dicks-Mireaux- 

whose semina l  a r t i c l e  i n  t h i s  f i e l d  i s  probably r e spons ib l e  f o r  

t h e  cur rency  which t h e  term " s t r u c t u r a l  maladjustment" now 

en joys.  

E s s e n t i a l l y ,  t h e  model focuses  upon t h e  r e l a t i o n s h i p  

between t h e  vacancy r a t e  and t h e  unemployment r a t e ,  and may be 

d e s c r i b e d  wi th  r e f e r e n c e  t o  F igu re  3-3.  

G'DOW, J . C . R .  and Dicks-Miream, L. A. ,  "The Excess Demand f o r  
Labour: A S tudy  o f .  Condi t ions  i n  G~rea t  B r i t a i n ,  1946-56", 
Oxford Economic Papers ,  N e w  S e r i e s ,  v o l .  10,  no. 1, February 
1958,  pp. 1-33. 



F i g u r e  3 - 3  

34 /  THE UNEM.?LOYMENCI'-JOB VACANCIES mD- 

UNEMPLOYMENT R A T E  

-- 

% ~ h i s  is the term used by Jacob Miiicer in a more recent appli- 
cation of the Dow. Dicks-Mireaux model: "Comment". in NBER. 
The Measurement  and I x t e r p z a e t a t i o n  o f  J O E  V a c a n c i e s  (New York. 
1966), pp. 120-126. 



Areas of h igh  demand and l o w  demand may be thought  of  

a s  s e p a r a t e d b y t h e  l i n e  running no r th -eas t  from t h e  o r i g i n ,  wi th  

h igh  demand above and t o  t h e  l e f t  of  t h e  l i n e :  low demand below 

and t o  t h e  l i g h t .  Zero n e t  exces s  demand is d e f i n e d a s  a l l  p o i n t s  

where unemployment and i t t r u e R R ~ /  vacanc ies  a r e  equa l  -- t h a t  

is ,  t h e  45-degree line.%' Various p o i n t s  on t h i s  l i n e ,  such a s  

p o i n t s  2 and 4 ,  correspond t o  d i f f e r e n t  d e g r e e s  o f  m a l a d j u s t m e n t .  

The degree  of maladjustment a t  any t i m e  i s  measured a s  t h e  

amount o f  unemployment which would e x i s t  i f  t h e r e  were zero  

exces s  demand. Thus f o r  curve A i n  F igure  3 t h e  degree of  mal- 

ad jus tment  i s  measured a s  0U2. 

Assuming t h a t  t h e  curves  such a s  A and B approximate a 

r e c t a n g u l a r  hype rbo l i c  shape, t h e  degree  of maladjustment,  m, 

can be  c a l c u l a t e d  f o r  any p a i r  of  va lues  o f  unemployment, u, and 

vacanc i e s ,  v, a s  m = G. 

For any g iven  degree  of maladjustment,  t h e r e  i s  a 

series o f  p o i n t s  co r r e spond ing ' t o  d i f f e r e n t  degrees  o f  n e t  

exces s  demand. Thus movements a l o n g  a curve such a s  A o r  B 

3 5 ' D O W  and Dicks-Mireaux d i s c u s s  i n  some d e t a i l  the f a c t o r s  
l i k e l y  t o  cause under-s ta tement  o r  over -s ta tement  i n  r epo r t ed  
vacanc i e s .  They e s t i m a t e  t h e  va lue  of a ' s t a t emen t  r a t i o ' ,  s, 
d e f i n e d  a s  r e p o r t e d  vacanc ies  d iv ided  by t r u e  vacanc ies ,  s o  
t h a t  t h e i r  c o r r e c t e d  vdcancy d a t a  a r e  i n  f a c t  ' v / s ' .  

 so, a t  l e a s t  runs  t h e  s t y l i z e d  ve r s ion  o f  t h e  theory.  Jacob 
Minccr has  po in t ed  o u t  t h a t  "it i s  n o t  ... c l e a r  whether t h e  
e q u a l i t y  o f  unemployment and job vacanc ies  r e p r e s e n t s  an 
agg rega t ive  equ i l i b r ium i n  any sense  o t h e r  than of  i t s  own 
d e f i n i t i o n . . . .  T h i s  is an e m p i r i c a l  q u e s t i o n  and i t  is  n o t ,  
a p r i o r i ,  obvious whether t h i s  l ocus  would be below o r  above 
t h e  45-degree l i n e . "  Comment on Hol t ,  C. C. and David, M. H., 
"The Concept of Job Vacancies  i n  a Dynamic Theory of  t h e  
Labour MarkettR, i n  NBER, T h e  Measurement and I n t e r p r e t a t i o n  
o f  Job  V a c a n c i e s  (New York: Columbia U n i v e r s i t y  P re s s ,  1966). 



=/NO s t a t i s t i c a l  t echniques  a r e  r epo r t ed  f o r  e s t ab l i shmen t  o f  
t h e  p o s i t i o n  and shapes o f  t h e  curves .  

Z ' z a i d i  , M. , "Unemployment, Vacancies,  and Condit ions of  Excess 
Demand f o r  Labor i n  Canada", A p p l i e d  Economdcs, vol .  2 ,  no. 2 ,  
1970, pp. 101-112. 

r e p r e s e n t  cycZ icaZ  changes,  and s h i f t s  of  t h e  curve ,  no r th -eas t  

o r  south-west ,  r e p r e s e n t  s t r u c t u r a Z  changes i n  t h e  degree of 

maladjustment.  

The B r i t i s h  d a t a  r e p o r t e d  by Dow and Dicks-Mireaux 

man i f e s t  what t h e  au tho r s  d e s c r i b e  a s  a  " s t r i k i n g  i n v e r s e  

p a r a l l e l i s m "  o f  t h e  vacancy and unemployment s e r i e s .  Moreover, 

when t h e  two series were p l o t t e d  a g a i n s t  each  o t h e r t h e  r e s u l t i n g  

s c a t t e r  d i s p l a y e d  a  hype rbo l i c  con f igu ra t i on .  The degree of  

maladjustment ove r  t h e  decade 1946-56 appeared t o  have dimi- 

n i shed  i n  t h e  B r i t i s h  case .  

A r e c e n t  s t udy  by Mahmood Zaid i  employed t h e  same 

b a s i c  approach i n  examining t h e  Canadian case .  On t h e  b a s i s  o f  

t h e  s c a t t e r  o f  p o i n t s  showing combinations o f  s ea sona l ly  

a d j u s t e d  unemployment r a t e s  and vacancy r a t e s  f o r  t h e  pe r iod  

1953-64, Za id i  appears  t o  have hand-drawn two h y p e r b o l a e W  

r e p r e s e n t i n g  "two d i s t i n c t  p e r i o d s  of  maladjustment" -- f o r  

1953-57, and f o r  1958-64. The a s s o c i a t e d  r a t e s  of s t r u c t u r a l  

maladjustment ,  m,  a r e  5.3 p e r  c e n t  and 6 .3  p e r  c e n t ,  r e s p e c t i -  

38/ ve ly  .- 

These resul t s  must be  t r e a t e d  w i t h  cons ide rab l e  

c a u t i o n  f o r  two reasons .  F i r s t ,  t h e r e  i s  t h e  problem o f  t h e  

p r e c i s e  p o s i t i o n i n g  of  t h e  curves  which a r e  assumed t o  r e p r e s e n t  

t h e  u, v r e l a t i o n s h i p  i n  t h e  a r b i t r a r i l y  d i s t i n g u i s h e d  pe r iods  

of  maladjustment .  Second, the vacancy d a t a  a r e  der ived  from t h e  



e s t i m a t e s  o f  t h e  Ndt iona l  Employment Se rv i ce ,  which s u f f e r  from 

a number of  well-documented d e f i c i e n c i e s .  Indeed, i n  a confe- 

rence  on t h e  measurement and i n t e r p r e t a t i o n  of  job vacanc ies  i n  

1966, M r .  W. Thompson o f  t h e  Canadian Na t iona l  Employment 

S e r v i c e  d e c l a r e d  t h a t  t h e  NES d a t a  " a r e  used c h i e f l y  i n  t h e  

o p e r a t i o n s  of  t h a t  o rgan iza t ion .  They a r e  cons idered  adequate  

f o r  t h i s  purpose and f o r  some g e n e r a l  economic a n a l y s i s  by 

members o f  t h e  S e r v i c e .  The use o f  t h e  d a t a  i n  t h e  l a t t e r  r o l e  

i s  on ly  p o s s i b l e ,  however, because t h e  members o f  t h e  NES a r e  

knowledgeable about  t h e  methods of c a l c u l a t i o n  and d a t a  c o l l e c -  

t i o n ,  and they  make t h e i r  a n a l y s i s  on tile whole r e p o r t i n g  system 

39/ o f  t h e  NES and n o t  merely on t h e  vacancy ser ies . " -  

Resu l t s  of  t h e  Canadian Job  Vacancy Survey have been 

pub l i shed  s i n c e  t h e  t h i r d  q u a r t e r  of 1970 -- h a r d l y  a long  

enough s e r i e s  f o r  c y c l i c a l  a n a l y s i s .  Moreover, a number of  

cavea t s  have emanated from o f f i c i a l  sou rces  concerning t h e  

u t i l i t y  o f  t h e  Job  Vacancy Survey d a t a  f o r  t h e  type  of  a n a l y s i s  

de sc r ibed  above, based mainly on t h e  conceptua l  incompatibi-  

l i t i e s  of t h e  unemployment and vacancy series.$' The most 

r e c e n t  warning i s  worth reproducing i n  f u l l :  

3 L/Thompson, W . ,  "Co l l ec t i on  and Use of  Job  Vacancy Data i n  
Canada", i n  NBER, The Measurement and I n t e r p r e t a t i o n  of Job 
Vacancies, op .  c i t .  Thompson goes on t o  o u t l i n e  a number of  
s p e c i f i c  weaknesses o f  t h e  vacancy d a t a  i n  t h e  1960s, 
i nc lud ing  t h e i r  incomplete  coverage ( a  l i t t l e  more than 30 
p e r  c e n t  of  a c t u a l  vacanc ies  i n  t h e  count ry)  and " t h e  absence 
of any s a t i s f a c t o r y  method, a t  t h e  p r e s e n t  t i m e ,  o f  a s s e s s i n g  
t h e  c a u s a l  f a c t o r s  i n  s h i f t s  i n  volume o f  vacanc ies  repor ted" .  

- 40/'1A Note on Job  Vacancy and Unemployment S t a t i s t i c s " ,  
Quar te r ly  Report on J o b  Vacancies, Fourth Qua r t e r ,  1 9 7 2 ,  
S t a t i s t i c s  Canada, c a t .  no, 71-002. 



"There is  one a r e a  where job vacancy d a t a  must 
be  used wi th  t h e  utmost cau t ion ;  t h a t  i s ,  t h e  
r e l a t i o n s h i p s  between unemployment d a t a  and job 
vacancy d a t a .  These r e l a t i o n s h i p s  a r e  o f t e n  
be ing  examined t o  measure va r ious  economic 
phenomena such a s  t h e  degree of s t r u c t u r a l  
imbalance i n  t h e  l abour  market .  Also, a t tempts  
a r e  be ing  made t o  extend P h i l l i p s '  curve a n a l y s i s ,  
r e s t r i c t e d  u n t i l  now t o  t h e  "unemployment-price 
t r a d e - o f f " ,  w i t h  t h e  use of job vacancy d a t a .  "411 

For t h i s  reason  it was f e l t  t h a t  a t t empt s  a t  p r e c i s e  s t a t i s t i c a l  

e s t i m a t i o n  of  u, v r e l a t i o n s h i p s ,  and t h e  degree  of  s t r u c t u r a l  

maladjustment  i n  Canada were n o t  warranted.  The more modest 

a l t e r n a t i v e  employed i s  simply t o  look a t  t h e  behaviour  of  

unemployment and vacancy r a t e s  over  t ime a s  t h e  b a s i s  f o r  some 

r a t h e r  guarded comments. For  t h i s  purpos,e q u a r t e r l y ,  s ea sona l ly  

a d j u s t e d  unemployment r a t e s  a r e  used i n  con junc t ion  wi th  a newly 

c o n s t r u c t e d  s e r i e s  o f  q u a r t e r l y  s e a s o n a l l y  ad jus t ed  vacancy 

r a t e s  which i n c o r p o r a t e s  e lements  o f  t h e  NES vacancy e s t i m a t e s ,  

t h e  Department of Finance Help Wanted Index, and t h e  Job  Vacancy 

4 2/ Survey es t imates . -  

I n  F igure  3-4 t h e  unemployment and vacancy r a t e s  a r e  

p l o t t e d  ove r  t h e  pe r iod  1953-74, and Che " inve r se  pa ra l l e l i sm"  

r e f e r r e d  t o  by DOW and Dicks-Mireaux i s  appa ren t  -- t h e  peaks 

o f  t h e  u series being approximately a l i g n e d  wi th  t roughs of  t h e  

v series, and v i c e  v e r s a  -- a l though some ev idence  of a gene ra l  

upward d r i f t  of  b o t h  series i n  r e c e n t  y e a r s  may be  d i scerned .  

%'/aoucek, J. A. , "Job Vacancy Survey", Canadian S t a t i e t i r a t  
R e v i e w ,  A p r i l  1975. 

%'The r a t h e r  complex merging procedure i s  desc r ibed  i n  Denton, 
F. T.,  Feaver ,  C. H .  and Rubb, A. L . ,  " P a t t e r n s  of Unemploy- 
ment Behaviour i n  Canada", s tudy  f o r  Economic Counci l  of 
Canada, J u l y  1974, Ch. V. 



Figure 3-4 

UNEMPLOYMENT AND VACANCY RATES, CANADA, 1953-74 
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More i n t e r e s t i n g ,  however, i s  the u, v  r e l a t i o n s h i p  o f  

F igu re  3 - 5 , i n w h i c h e a c h  p o i n t  i d e n t i f i e s  a  p a r t i c u l a r  q u a r t e r ,  

i t s  a s s o c i a t e d  number i n d i c a t i n g  t h e  c h r o r ~ ~ ~ l o g i c a l  sequence o f  

obse rva t ions .  Broad c y c l i c a l  swings i n  t h e  r e l a t i o n s h i p  -- such 

as t h a t  f o r  o b s e r v a t i o n s  1 through 7 (Ql, 1953 through 43  1954) 

o r ,  more s p e c t a c u l a r l y ,  obse rva t ions  15 through 22 (43, 1956 

through 42, 1958) -- do appear  t o  t r a c e  o u t  roughly hype rbo l i c  

curves .  Furthermore,  t h e s e  broad c y c l i c a l  sweeps appear t o  move 

outward from t h e  o r i g i n  over  t ime -- a phenomenon c o n s i s t e n t  

wi th  t h e  n o t i o n  of i n c r e a s i n g  s t r u c t u r a l  maladjustment.  However, 

from obse rva t ion  73 on (Q1, 19711 whatever c y c l i c a l  r e l a t i o n s h i p  

was p rev ious ly  d i s t i n g u i s h a b l e  appears  t o  b reak  down, wi th  

i n c r e a s i n  j ly h i g h e r  vacancy r a t e s  being ( g e n e r a l l y )  a s s o c i a t e d  

, w i t h  a  r a t h e r  narrow range  o f  unemployment r a t e s  which vary from 

a low o f  5 . 2  p e r  c e n t  i n  t h e  second q u a r t e r  o f  1974 (observa t ion  

86) t o  a  h igh  o f  6 . 6  p e r  c e n t  i n  t h e  t h i r d  q u a r t e r  of  1972 

( o b s e r v a t i o n  79) .  The vacancy r a t e  i n  t h i s  pe r iod  rises almost  

w i thou t  pause from 0.48 p e r  c e n t  i n  t h e  f i r s t  q u a r t e r  of 1971 

(obse rva t ion  73)  t o  1 .2  p e r  c e n t  i n  t h e  t h i r d  q u a r t e r  of  1974 

(obse rva t ion  87) b e f o r e  dropping s l i g h t l y  i n  t h e  f o u r t h  q u a r t e r  

o f  t h a t  y e a r  t o  about  1.0 p e r  c e n t .  On t h e o r e t i c a l  grounds a t  

l e a s t  t h i s  pe r iod  would c o n s t i t u t e  an almost  c l a s s i c  c a s e  o f  

i n c r e a s i n g  maladjustment.  Such obse rva t ions  must, however, be 

tempered wi th  t h e  c a v e a t s  advanced e a r l i e r  concerning t h e  

conceptua l  p r o p e r t i e s  o f  t h e  s e r i e s  employed. 



Figu re  3-5 

THE u, v RELATIONSHIP FOR CANADA, 1953-74 
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- 71 - 
One a d d i t i o n a l  minor e x e r c i s e  which is ba .sed on unem- 

ployment and vacancy d a t d  and must a l s o ,  t h e r e f o r e ,  be  i n t e r -  

p r e t e d  wi th  c a u t i o n ,  examines t h e  occupa t iona l  dimension o f  such 

d a t a  f o r  ev idence  o f  "mismatching". When unemployed workers a r e  

unsu i t ed ,  because of  educa t ion ,  t r a i n i n g ,  exper ience ,  occupa- 

t i o n a l  background, l o c a t i o n ,  and/or wage a s p i r a t i o n s ,  f o r  t h e  

vacan t  jobs,  then  mismatching occurs .  Of cou r se ,  t h e r e  w i l l  

g e n e r a l l y  be some vacanc ies  i n  any l abour  market,  b u t  t h e  p o i n t  

i s  t h a t  some markets may be  exper ienc ing  r e l a t i v e l y  " t i g h t "  

s h o r t a g e  c o n d i t i o n s  a t  t h e  same t i m e  t h a t  o t h e r  markets a r e  

expe r i enc ing  r e l a t i v e l y  " s l ack"  cond i t i ons .  The fo l lowing  t a b l e  

r e p o r t s  a  " r e l a t i v e  t i g h t n e s s  r a t i o "  f o r  2.2 major occupa t iona l  

groups i n  1971. 

The r a t i o  is: 

Vi/Ui ' v/u 

where Vi, Ui a r e  unemployment and vacancies,' r e s p e c t i v e l y ,  f o r  a  

p a r t i c u l a r  occupat ion  group i, and V, U a r e  t o t a l  vacancies  and 

unemployment, r e s p e c t i v e l y ,  f o r  a l l  occupat ions .  S ince  the  r a t i o  

of  V t o  U i s  less than u n i t y  f o r  every  occupat ion  t h e  o v e r a l l  

r a t i o  i s  normalized by t h e  average r a t i o  f o r  a l l  occupat ions i n  

o r d e r  t o  provide  a s t a n d a r d  f o r  comparison. The market f o r  an 

o c c u p a t i o n a l  group i s  t h e r e f  o r e  r e l a t i v e l y  t i g h t  ( s l a c k )  when i t s  

r a t i o  exceeds ( f a l l s  s h o r t  o f )  a  v a l u e  of  un i ty .  These r e s u l t s  

a r e  shown g r a p h i c a l l y  i n  F igure  3-6 where occupat ions  have been 

ranked from low t o h i g h  i n  terms o f t h e i r  r e l a t i v e  t i g h t n e s s  r a t i o .  



Table 3-2 

RELATIVE TIGHTNESS IN MAJOR OCCUPATIONAL MARKETS, CANADA, 1971 

CCDO 
Code Occupation 'i 'i Vi/V % Ui/U % Vi/Uii v/u 

Rank 

Managerial, Administrative 1,130 

Natural Science, English 1,648 

Social Sciences 

Religion 

Teaching and related 

Medicine and Health 2,346 

Artistic, Literary, Recreational 262 

Clerical and related 

Sales 

Service 

Farming 

Fishing, Hunting 

Forestry and Logging 585 

Mining and Quarrying, Oil Fields 530 

Processing 1,033 

Machinery and r-elated 1,130 

Prodbct Fabricating 5, 507 

Construction Trades 2,225 

Transport Equipment Operators 1,141 

Materials Handling 994 

Other Crafts 340 

Occupations NEC 

Source: Data from Meltz, N., "Information Requirements for Government Programs Directed toward the 
the Labour MarketH, Study for the Economic Council of Canada, Table 9-1. 



Of t h e  2 2  major groups examined f o r  1971, it i s  apparent  t h a t  

1 4  experienced r e l a t i v e l y  s l a c k  condi t ions  while 8 were r e l a -  

t i v e l y  t i g h t .  This  simple exe rc i se  provides a t  l e a s t  t e n t a t i v e  

i l l u s t r a t i o n  of the  simultaneous ex i s t ence  of the  r e l a t i v e  

shor tage  and r e l a t i v e  su rp lus  i n  occupational  markets which 

c h a r a c t e r i z e s  s t r u c t u r a l  maladjustment. 

Figure 3-6 

MAJOR OCCUPATIONAL GROUPS RANKED BY 
RELATIVE TIGHTNESS RATIO, CANADA, 1971 

Note: Occupational codes a r e  a s  per  Table 2 above. 

Source: Data from Pcltr. N . ,  vInformation Requirements f o r  Government 
Programs Directed Toward the  Labour Flarhet". s tudy f o r  t h e  
Economic Council of Canada, 1975, t a b l e  9-1. 



F i n a l l y ,  t h e r e  is a s t e a d i l y  growing body o f  l i t e r a -  

t u r e  which sugges t s  t h a t  t h e  Canadian labour  market has  been 

expe r i enc ing  a r a t h e r  complex s a t  of developments i n  r e c e n t  

y e a r s  which r ende r  it q u a l i t a t i v e l y  d i f f e r e n t  from the  market of 

even a decade ago, andwhich impose f u r t h e r  adap t ive  s t r a i n s  upon 

t h e  a l l o c a t i v e  mechanism. One such development i s  t h e  r a p i d l y  

growing p r o p o r t i o n s  o f  young people  (14-24 y e a r s  o f  a g e ) ,  and o f  

women, i n  tile l abour  f o r c e  -- groups whose l abour  f o r c e  a t t a c h -  

ment is less f i r m  than  t h a t  of  prime-age (25-54 y e a r s )  males. 

These developments have impor tan t  i m p l i c a t i o n s  f o r  t h e  magnitudes 

of  t h e  g r o s s  f lows w i t h  which t h e  market must d e a l .  I n  t h e  l a s t  

s e c t i o n  t h e  a b s o l u t e  magnitude o f  t h e s e  f lbws was shown to  be 

l a r g e  r e l a t i v e  t o  t h e  n e t  change i n  s tocks .  I n  t h e  l a s t  decade, 

moreover, t h e  magnitude of  t h e  flows i n t o  and o u t  o f  t h e  l&our  

f o r c e  has  i nc reased ,  a s  t h e  fo l lowing  t a b l e  shows. 

Table  3-3 

FLOWS INTO AND OUT OF THE LABOUR FORCE, 
CANADA, 1963 AND 1973 

Percentage  of  Average 
Labour ~ o r c e  During Year 
19 6 3 1973 

I n t o  employment from n e t  i n  
l abour  f o r c e  211.6 28.0 

I n t o  unemployment from n e t  i n  
l a b o u r  f o r c e  2 . 9  4.7 

Out of employment t o  n e t  i n  
l abour  f o r c e  - 2 5 . 4  -29.1 

Out of  unemployment t o  n e t  i n  
l abour  f o r c e  - 1 .3  - 2.1  

N e t  e x t e r n a l  popu la t i on  f low i n t o  
l abour  f o r c e  2.1 2 . 5  

Source: Denton, e t  az., "Stock Flow   elation ships...", op. c i t .  



3 .  Conclusions 

The r a t h e r  l i m i t e d  d a t a  a v a i l a b l e  pe rmi t  t h e  t e n t a t i v e  

conc lus ioq  of  an i n c r e a s i n g  burden upon t h e  labour-market 

ad.justment mechanism i n  Canada i n  t h e  pe r iod  s t u d i e d .  According 

to  t h e  s t r u c t u r a l  maladjustment ca se  f o r  government involvement 

i n  t r a i n i n g  and o t h e r  manpower programmes, h e a v i e r  f e d e r a l  

expend i tu re s  -- given  p r e s e n t  forms o f  i n t e r v e n t i o n  -- would 

aeem t o  be  Lndicated.  However, even i f  conceptua l  cavea t s  a r e  

B e t  a s i d e ,  e m p i r i c a l  ev idence  i s  n o t  conc lus ive .  S e v e r a l  i n t e r -  

p r e t a t i o n s  a r e  p o s s i b l e .  X f  one i s  convinced by t h e  t h e o r e t i c a l  

arguments as  t o  t h e  e f f i c a c y  0.f t r a i n i n g  programmes t o  a l l e v i a t e  

s t r u c t u r a l  maladjustment,  t he  ev idence  c a l l s  f o r  s t e p s  t o  

a l l e v i a t e  what seems t o  be a  growing problem. k l t e r n a t i v e l y ,  an 

a n t i - t r a i n i n g  cyn ic  might p o i n t  o u t  t h a t  on t h e  ev idence  o f  

P i w r e  3-5, s t r u c t u r a l  maladjustment  i n  t h e  Canadian labour  market 

ha s  mani fes ted  an upward t r e n d  throughout  t h e  pe r iod  s t u d i e d  -- 
d e s p i t e  t h e  i n t r o d u c t i o n  of an a c t i v e  manpower po l i cy  i n  the 

1960s and t h e  r a p i d  bui ld-up of  t r a i n i n g  expendi tures  i n  t h e  

l a t t e r  h a l f  of t h a t  decade. On t h i s  view manpower p o l i c y  has 

43/  had l i t t l e  o r  no impact upon the maladjustment problem.- 

To t h i s  argument a more sanguine obse rve r  might o f f e r  

t h e  sugges t ion  t h a t  t h e  pace of s t r u c t u r a l  change i s  r a p i d ,  and 

Q cour.8, t h i s  s t i l l  begs t h e  q u e s t i o n  of whether manpower 
p o l i c y  i a  i n e f f e c t i v e  and should  be scrapped,  o r  whether it 
has  s o  f a r  proved unequal t o  t h e  t a s k  on ly  because of t h e  
smal l  s c a l e  on which it has been opera ted .  For  comments on 
t h e  n o t i o n  of a  c r i t i c a l  minimum s c a l e  f o r  t r a i n i n g  programs, 
see Newton, " A  Coun te rcyc l i ca l  T ra in ing  Programme....", 
op. c i t .  , s e c t i o n  V. 
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a more s e v e r e  bui ld-up o f  s t r u c t u r a l  maladjustment  has  been 

avoided only  by t h e  r e l a t i v e l y  l a r g e  and i n c r e a s i n g  f e d e r a l  

spending on manpower p o l i c y  i n  r e c e n t  y e a r s .  

Whatever t h e  " c o r r e c t "  i n t e r p r e t a t i o n ,  s t r o n g  con- 

c lus$ons a r e  i n  any c a s e  d i f f i c u l t  t o  draw because of  t h e  

ambiguous o r i e n t a t i o n  of  Canadian manpower p o l i c y .  I t  w i l l  b e  

s een  i n  Chapter  4 t h a t  manpower t r a i n i n g  i s  d i r e c t e d  a t  a v a r i e t y  

o f  g o a l s ,  some of which may n o t  be  completely complementary. I t  

is p o s s i b l e ,  t h e r e f o r e ,  t h a t  4 more s p e c t a c u l a r  a t t a c k  upon t h e  

problem of  s t r u c t u r a l  maladjustment has  been b lun ted  somewhat by 

p u r s u i t ,  conscious o r  un?onscious, o f  manpower goa l s  i n c o n s i s t e n t  

with. t h e  reducW::ion of  ma:.ad j us tment . 

This  s e r v e s  t c  r a i s e  t h e  f u r t h e r  p o i n t ,  fundamental t o  

t h e  s u b j e c t  of  t h i s  chap te r ,  t h a t  t h e r e  e x i s t  n o t  on ly  a mu l t i -  

p l i c i t y  o f  ends t o  whicb t r a i n i n g  programs may be  d i r e c t e d ,  b u t  

a l s o  t h a t  tra: .ning proqrams themselves c o n s t i t u t e  only one of  a 

v a r i e t y  o f  means. The next  chap te r  looks  a t  some of  t h e  os ten-  

s i b l e  g o a l s  of t h e  Canadian Manpower T ra in ing  Program and i ts  

' e f f i c a c y  i n  meeting them. 



CHAPTER 4 

TEE CANADIAY MANPOWER TRAIPJING PROGRAM* 

1. Introduction 

This chapter examines federal government involvement 

in training in Canada at the present time. Section 2 attempts 

to define the aims of the programs on the basis of offiaial 

statements and empirical evidence, while Section 3 presents some 

data relating to the performance of the programs in neeting these 

goals. A brief description of the circumstances leading up to 

the current legislation, plus an outline of the provisions of 

that legislation, serve to introduce the hnalysis of the Canada 

 anp power Training Program which is contained in later sections. 

Prior to 1960, government intervention in the labour 

market in Canada was rather limited. Some small amounts of money 

(relative to present levels of expenditure) were spent on voca- 

tional training.1' but the main federal programs relating to 

manpower were unemployment insurance and the ~ational Employment 

Service. 

The late '50's and early '60's in North America, how- 

ever, were times of considerable economic slack. The ensuing 

*Some of the working papers and notes on which this chapter is 
based served also as background material for Chapter 6 of the 
Economic Council of Canada's E i g h t h  Anriual Rev iew .  The data 
presentation and analysis performed by the author for the present 
chapter therefore owe much to the comments and suggestions of 
members of the Council staff -- particularly Dennis Maki, Darwish 
Wakid, and Sylvia Ostry. Access to their papers, notes, and data 
concerniqg training in Canada was most helpful in the preparation 
of the present chapter. 

For example, f 7 2  million under the Vocational Training Co- 
ordination Act between 1946 and 1960. 



widespread deba t e  o n t h e  sou rces  ofunernploymentwascharacterized 

by popular  f e a r s  of t h e  consequences o f  Rautomation" and growing 

academic c o n v i c t i o n  t h a t  R s t r u c t u r a l  t r ans fo rma t ion"  o f  t h e  

economywasoverloadingthelabour marke t ' s  a l l o c a t i v e  machinery. 

The Technica l  and Vocat ional  T ra in ing  ~ s s i s t a n c e  A c t  

(TVTA) o f  1960 i s  one r e f l e c t i a n  of  t h e  preva lence  o f  t h e  
1 r 

n s t r u c t u r a l i 3 t "  view. I t  provided f o r  f e d e r a l - p r o v i n c i a l  c o s t -  

s h a r i n g  a r r a n g e n e n t s y  t o  cover  c a p i t a l  expend i tu re s  on t r a i n i n g  

i n s t i t u t i o n s  throughout  t h e  count ry ,  and a l s o  o p e r a t i n g  expendi- 

t u r e s  f o r  t h e  t r a i n i n g  of (4: youths s t i l l  i n  t e c h n i c a l  and 

v o c a t i o n a l  h igh  schoo l s ,  ( b )  youths  and a d u l t s  r e q u i r i n g  pos t -  

secondary educa t ion  t o  q u a l i f y  a s  t e c h n i c i a n s ,  and ( c )  a d u l t s ,  

employed o r  unemployed, r e q u i r i n g  t r a i n i n g  t o  f i n d  jobs o r  t o  

improve t h e i r  employment p rospec t s .  A s  shown i n  Table  1-2 of 

Chapter  1, t o t a l  f e d e r a l  expend i tu re s  under TVTA amounted t o  

about  $900 m i l l i o n ,  a n d a b o u t h a l f a  m i l l i o n  people  p e r y e a r  were 

r e c e i v i n g  t r a i n i n g  under t h e  A c t  by t h e  middle of +.he decade, 

F u r t h e r  re inforcement  of  t h e  growing use  o f  manpower 

p r o g r ~ m s w a s p r o v i d e d  in1964  WhentheEconomic Council  of Canada 

in toned  : 

"We pZaoe a  g r e a t  d e a l  of emphasis  on t h e  need f o r  
u r g e n t  and prompt improvement i n  t h e  f i e l d  of l abour  
marke t  p o l i c y  .... Our educa t iona l  and t r a i n i n g  
system must bo th  r e f l e c t  and c o p t r i b u t e  t o  r a p i d  
ad jus tments  t o  change which a r e  an e s s e n t i a l  f e a t u r e  
a f  dynamic i n d u s t r i a l  growth.. .  . I t  i s  v i t a l l y  
i m p o r t a n t  t h a t  g e n e r a l  e d u o a t i o n  and t r a i n i n g  should  
be g C v e n  a  v e r y  h i g h  p r i o r i t &  i n  o u r  economic syetern."y - 

2/ See Appendix t o  Chapter  1. - 
Economic Counci l  o f  Canada, P f r s t  Annual Review,  1 9 6 4 ,  
pp. 302-203. ( I t a l i c s  i n  o r i q i n a l . )  



The C o u n c i l ' s  c o n c e r n  was r e i t e r a t e d  t h e  f o l l o w i n g  

y e a r ,  and i n  1966 t h e  f e d e r a l  Department o f  Manpower and Immigra- 

t i o n  ( D M I )  was e s t a b l i s h e d .  I t  brought  t o g e t h e r  a number o f  

programs and s e r v i c e s  r e l a t i n g  t o  l a b o u r  s u p p l y g  which had 

f o r n e r l y  been a d m i n i s t e r e d  by d i f f e r e n t  d e p a r t m e n t s ,  t h u s  l a y i n g  

t h e  groundwork f o r  a n  i n t e g r a t e d  manpower p o l i c y .  

One o f  t h e  l a r g e s t  components o f  post-1966 manpower 

p o l i c y  i n  Canada i s  t h e  t r a i n i n g  u n d e r t a k e n  under  t h e  p r o v i s i o n s  

of t h e  A d u ! t  O c c ~ ~ p a t i o n a l  T r a i n i n g  A c t  o f  1967,  which i s  s t i l l  

i n  f o r c e  today .  The p r e s e n t  t r a i n i n g  program i s  d i f f e r e n t  from 

TVTA i n  f , i u r  ma jor  r e s p e c t s .  F i r s t ,  t h e r e  are no c o s t - s h a r i n g  

a r rangements .  Second, it i s  c o n f i n e d  t o  a d u l t s .  T h i r d ,  it 

c o n t a i n s  o n l y  t r a n s i t i o n a l  a r rangements  f o r  c a p i t a l  g r a n t s  z! 
( c a r r i e d  o v e r  f r o m  TVTA) and a p r o v i s i o n  f o r  long- term l o a n s  

(which h a s  n o t  y e t  been p u t  i n t o  e f f e c t ) .  F i n a l l y ,  l i v i n g  

a l l o w a n c e s  a r e  p a i d  t o  i n s t i t u t i o n a l  t r a i n e e s .  

The q u a l i f i c a t i o n s  t o  u n d e r t a k e  t r a i n i n g  are t h a t  t h e  

c a n d i d a t e  must be  a t  l e a s t  one  y e a r  p a s t  t h e  r e g u l a r  echool-  

l e a v i n g  age ,  and e i t h e r  ( a )  have been o u t  o f  s c h o o l  f o r  a y e a r ,  

or (b)  be  i n  a n  d p p r e n t i c e s h i p  c o u r s e .  F u r t h e r ,  a l t h o u g h  t h e  

c a n d i d a t e  may be  employed o r  unemployed a t  t h e  time o f  h i s  

Such a s  t h e  immigra t ion  s e r v i c e s  of t h e  Department o f  C i t i z e n -  
s h i p  and Immigra t ion ,  and t h e  N a t i o n a l  Employment S e r v i c e  
o f f i c e s ,  which became Canada Manpower C e n t r e s  (CMC'B). 

-S/ 14-15-16 E Z i z a b e t h  IT, chap. 94,  An Act  r e s p e c t i n g  t h e  occupa- 
t i o n a l  t r a i n i n g  o f  a d u l t s ,  P a r t  111, pp. 1214-15, 8 t h  May, 
1967. 



r e f e r r a l  t o  t r a i n i n g ,  he  must be  cons idered  l i k e l y ,  by t h e  man- 

power o f f i c e r ,  t o  improve his ea rn ing  c a p a c i t y  o r  employment 

o p p o r t u n i t i e s  a s  a r e s u l t  o f  t r a i n i n g .  

The Department o f  Maqpower and ~ m m i g r a t i o n  pays up 

t o  100 p e r  c e n t  o f  t h e  o p e r a t i n g  c o s t s  f o r  t h e  p rov i s ion  o f  

t r a i n i n g ,  and purchases  t r a i n i n q  s e r v i c e s  from p r o v i n c i a l  tech-  

n i c a l  i n s t i t u t i o n s ,  p r i v a t e  s choo l s ,  and i n d u s t r y .  Fu r the r ,  

t h e  department  pays t r a i n i n g  a ~ l o w a n c e s  t o  i n s t i t u t i o n a l  

t r a i n e e s  w i th  dependants and t o  s i n g l e  t r a i n e e s  who, p r i o r  t o  

t r a i n i n g ,  have been i n  t h e  l abour  f o r c e  f o r  t h r e e  y e a r s ,  Such 

t r a i n i n g  al lowances have accounted f o r  make than  h a l f  of t h e  

o p e r a t i n g  c o s t s  s i n c e  t h e  program began. Allowances a r e  

a d j u s t e d  annua l ly ,  u s ing  an e s c a l a t i o n  formula based upon t h e  

annual  r a t e  o f  i n c r e a s e  i n  n a t i o n a l  average  hour ly  ea rn ings  i n  

manufactur ing.  

As i n d i c a t e d  i n  Chapter  1, t r a i n i n g  under t h e  Adult  

Occupat ional  T ra in ing  Act is o f  two major t ypes :  i n s t i t u t i o n a l  

and t r a i n i n g  i n  i n d u s t r y ,  During t h e  f i r s t  few y e a r s  under t h e  

new l e g i s l a t i o n ,  t r a i n i n g  i n  i n d u s t r y  was a lmos t  exc lus ive ly  of  
*. 

t h e  "ves t ibu :e"  v a r i e t y  -- t h a t  i s ,  it had t o  be  undertaken i n  

.a l o c a t i o n  s e p a r a t e  from t h e  a c t u a l  work s t a t i o n ,  and r e s u l t i n g  

o u t p u t  could  n o t  be s o l d .  On-the-job t r a i n i n g  p e r  se was t h u s  

excluded.  Then i n  December 1971 t h e  f e d e r a l  government launched 

a new ven tu re  i n  i n d u s t r i a l  t r a i n i n g  a s  p a r t  o f  a package o f  

d i r e c t  employment programs. P r i v a t e  f i r m s  could  q u a l i f y  f o r  

reimbursement of 75 ?er c e n t  of t h e  wages pa id  toworkersengaged  



ir a t r a i n i n g  scheme approved by a r e g i o n a l  manpower o f f i c e ,  

p r o v i d e d  t h e  t r a i n e e s  were  Gnemployed immediate ly  p r i o r  t o  

t r a i n i n g  and  had been  r e f e r r e d  by a  Canada Manpower C e n t r e .  

T h i s  program was s p e c i f i c a l l y  on- the- job i n  n a t u r e  and covered  

f r a c t i o n a l  wage re imbursement  o n l y .  . 
The r e s p o n s e  from i n d u s t r y  was s o  encourag ing  t h a t  

t h e  program was r e i n t r o d u c e d  f o r  1972-73 b u t  t h i s  t i m e  as 

p a s t  o f  a d u l t  occupa t ic , , l a l  t r a i n i n g .  Amendments t o  t h e  AOT 

Act  i n  June  1972 f o r m a l l y  d e s i g n a t e d  t h e  new program t h e  

Canada Manpower T r a i n i n g  on t h e  J o b  Program (CMTJP) j o i n i n g  

v e s t i b u l e  t r a i n i n g  a s  t h e  two e l e m e n t s  o f  T r a i n i n g  i n  I n d u s t r y .  

The l a t t e r  and i n s t i t u t i o n a l  t r a i n i n g  t o g e t h e r  c o n s t i t u t e  t h e  

Canada Manpower T r a i n i n g  Program (CMTP). 

D e s p i t e  t h e  i n i t i a l  en thuz iasm f o r  t h e  new OJT 

prograr;., however, i t s  r e l a t i v e  impor tance  a p p e a r s   ready t o  

be d e c l i n i n g .  If i n s t i t u t i o n a l  t r a i n e e s  i n  s k i l l  c o u r s e s  o n l y  

( i . e . ,  e x c l u d i n g  l anguage  t r a i n i n g  and b a s i c  e d u c a t i o n a l  

upgrad ing)  are compared w i t h  on- the - job  t r a i n e e s . ,  t h e  l a t te r  

a c c o u n t  f o r  20 p e r  c e n t  o f  a l l  s k i l l - c o u r s e  t r a i n e e s  iq 1971-72, 

as  may be  s e e n  from T a b l e  4-1 below. By 1973-74 t h e  p r o p a r t i o n  

had f a l l e n  t o  less t h a n  5 p e r  c e n t .  Although t h e  number of 

i n s t i t u t i o n a l  t r a i n e e s  i n c r e a s e d  i n  e a c h  o f  t h e  t h r e e  y e a r s  shown 

i n  t h e  t a b l e ,  t h e  d r a s t i c  d e c l i n e  i n  t h e  number o f  OJT t r a i n e e s ,  

coup led  w i t h  a more modest  d i m i n u t i o n  i n  numbers o f  v e s t i b u l e  

t r a i n e e s ,  was s u f f i c i e n t  t o  d e c r e a s e  t h e  o v e r a l l  number of s k i l l -  

c o u r s e  t r a i n e e s  between f i s c a l  y e a r s  1972-73 and 1973-74, 



T a b l e  4 -1  

PROPORTIONS OF SKILL-COURSE TXAINEES IN INSTITUTIONAL 
AND INDUSTRY TRAINING UNDER CMTP 

1971-72 1972-73 1973-74 
Per Per Per 

Nurrher Cent Number Cent Nu~~i~er Cent 

Institutional trainees 
in skill courses 143,828 , 6 5 . 6  163,674 68.0 170,439 79.8 

On-the-job trainees 43,948 20.0 36,645 15.2 9,404 1.4 

Training-in-industry 
("vestibule") 31,520 14.4 40,487 16.8 33,670 15.8 

Totalindustrytraining 75,468 34.4 77,132 32.0 43,074 20.2 

Total skill-course 
trainees 219,296 100.0 240,806 100.0 213,513 100.0 

Source: Department of Manpower and Immigration,'~nnuaZ Report, 
1971-72, 1972-73, an4 1973-74 (Ottawa: Information Canada). 

These f i g u r e s  c o n t r a s t  markedly w i t h  s i m i l a r  d a t a  f o r  

t h e  Uni ted  S t a t e s '  Manpower Development and T r a i n i n g  A c t .  I n  

f i 8 c a l  y e a r  e n d i n g  1971, 38.9 p e r  c e n t  o f  t r a i n e e s  were i n  OJT 

and 61.1  p e r  c e n t  were i n .  i n s t i t u t i o n a l  c o u r s e s .  The f o l l o w i n g  

y e a r ,  50 .1  p e r  c e n t  were  i a  OJT; and i n  f i s c a l  year 1973,  

55 .2  p e r  c e n t  were  i n  OJT. 

One p o s s i b l e  r e a s o n  fo r  Canada 's  l a c k  o f  emphasis  on 

t r a i n i n g  i n  i n d u s t r y  i s  t h a t  t h e  e x i s t e n c e  o f  i n s t i t u t i o n a l  

c a p a c i t y  e r e c t e d  d u r i n g  t h e  1 9 6 0 ' s  p r o v i d e s  a  compel l ing  motiva- 

t i o n  t o  pol icy-makers  t o  u t i l i z e  t h e  i n s t i t u t i o n a l  s e t t i n g .  

F u r t h e r ,  t h e r e  i s  t h e  p r a c t i c a l  problem t h a t  Canadian industry, 

u n l i k e  t h a t  of some o t h e r  c o u n t r i e s ,  such  a s  B r i t a i n ,  i s  r a t h e r  

h e a v i l y  c o n c e n t r a t e d  i n  a few g e o g r a p h i c a l  a r e a s ,  s o  t h a t  i n  

many p l a c e s  and f o r  many o c c u p a t i o n s  on- the- job t r a i d i n g  j u s t  



isnot feasible. In addition, the directpayment ofwage subsidies 

ko employers invites the criticism that the federal government 

is simply substituting public money for private -- paying 
industry to do what it should be doing of its own volition. 

2. The orientation of Canadian 
  raining Programs 

Since no critical description of the Canadian training 

system can properly be undertaken without thc aid of some 

evaluative criteria, the present section attempts to define 

the objectives against which the performance of the training 

authorities may be judged. For this purpgse two types of 

information are drawn upon, The first part of the section 

exani~ies official statements concerning the federal governments' 

training goals, while the second part looks at the available 

empirical evidence concerning the actual orientation of the 

programs. 

(a) Official Statements of Objectives 

Although there are a number of explicit statements 

by manpower officials on this subject, the aims Of the CMTP 

appear by no means  unequivocal^ As suggested in Chapter 3, man- 

power training programs are often rationalized in termsoftheir 

potential contribution to the attainment of national economic 

objectives, and this appears to be true in the Canadian cask, as 

the following quotations illustrate. 

"The main objective of the Department [of Manpower 
and  migration] is to further the economic growth 
of Canada by endeavouring to ensure that the supply 



o f  manpower matches  t h e  denand q u a l i t a t i v e l y ,  
q u a n t i t a t i v e l y ,  and g e o g r a p h i c a l l y . " /  

S i m i l a r  s t a tementsz '  s u g g e s t  t h a t  econonic  growth i s  t h e  major  

p o l i c y  o b j e c t i v e  o f  Canadian nanpower p r o g r a n s ,  i n c l u d i n g  t r a i n -  

ing .  I t  i s a p p a r e n t ,  however, t b a t t h e  s t a b i l i z a t i o n  g o a l  (which 

subsumes b o t h  p r i c e  s t a b i l i t y  and f u l l  employment) i s  a l s o  

r e g a r d e d  a s  a n  a p p r o p r i a t e  o b j e c t i v e  f o r  t r a i n i n g :  

" I n  t h e  coming y e a r s ,  g r e a t e r  emphasis  w i l l  b e  p u t  
on manpower as a  s e l e c t i v e  i n s t r u m e n t  o f  economic 
s t a b i l i z a t i o n  p o l i c y  t o  a s s i s t  i n  t h e  more e f f e c t i v e  
t r a d e - o f f  between i n f l a t i o n  and unemployment i n  
p e r i o d s  o f  i n f l a t i o n a r y  p r e s s ~ . . a  and t o  a s s i s t  i n  
a b s o r b i n g  s u r p l u s  l a b o u r  i p  p r o d u c t i v e  a c t i v i t i e s  
such  a s  t r a l n i n g  o r  i n  s e l a c t i v e  e n p l o y n e n t - c r e a t i n g  
a c t i v i  ies i n  p e r i o d s  o f  r e c e s s i o n . " E /  

T r a i n i n g  i s  also e x p e c t e d  t o  h e l p  meet a  t h i r d  g o a l  -- 
d i s t r i b u t i o n a l  e q u i t y .  Thus t h e  pMI b r i e f  t o  t h e  :;pl.:ial S e n a t e  

Committee o n p o v e r t y  m a i n t a i n e d  t h a t  t r a i n i n g  e x p e n d i t u r e s  "wt.:re 

d i s t r i b u t e d  among t h e g e o g r a p h i c  r e g i o n s  o f  Canada on t h e  b a s i s  

of t h e  s i z e o f t h e  l a b o u r  f o r c e  i n  e a c h  r e g i o n  a s  w e l l  as t h e i r  

economic need a s  i n d i c a t e d  by t h e i r  unemployment and p o v e r t y  

3 rates1',- and a la ter  m i n i s t e r i a l  s t a t e m e n t  a s s e r t e d :  "We are 

Hon . A l l a n  J. MacEachen , M i n i s t e r  o f  Manpower and Immigrat ion,  
Testimony b e f o r e  t h e  House of Commons S t a n d i n g  Committee on 
Labour,  Manpower, and Immigrat ion,  2 8 t h P a r l i a m e n t ,  2nd S e s s i o n ,  
Minutes o f p r o c e e d i n g a  andEuidence ,  February  I$ and t ia rch  24, 
1970, no. 1, p. 1 : l O .  

E. g . , D M I  , P l a n n i n g  and  valuation Branch, Program Development 
S e r v i c e ,  "The ~ a n a d i a n  A d u l t ~ r a i n i n g  a n d R e t r a i n i n g  Program", 
Paper  p r e p a r e d  f o r  OECD, Ju$y 1968, p .  1. 

g' Dymond, W. R .  , "Manpower P o l i c y  i n  Canada a s  a S e l e c t i v e  I n s t r u -  
m e n t o f  Economic P o l i c y "  ( t a l k t o E c o n o m i c s  Depar tment ,Univer-  
s i t y o f  M a s s a c h u s e t t s ,  Amhers t ,Mass . ,  F e b r u a r y 1 8 ,  l97O) ,  p. 5. 
See a l s o  Dymond, W. R . ,  "The CanadianExper ienceI1,  Proceedings  
of t h e  1 9 7 0 A n n u a l S p r i n g  Meeting,  Inc? .us t r i a lRe la t ions  Research 
A s s o c i a t i o n ,  Albany, !Jew York, ?lay 8-9 ,  1370, pp. 544-545. 
( D r .  Dymondwas, u n t i l  r e c e n t l y ,  A s s i s t a n t  D e p u t y b i i n i s t e r i n  
DM1 . I  

2' Proceed ings  of t h ( -  S p e c i a l  Benate Committee o n  Pover ty ,  28th 
P a r l i a m e n t ,  1st S e s s i o n ,  June  1 0 ,  1969, p. 375. 



c o n s t a n t l y  s t r i v i n g  t o  b r i n g  t h e  p o l i c i e s  o f t h e  D e p a r t m e n t w i t h i n  

t h e  r e a c h  o f  t h e  underemployed and t h e  working p o o r . l 1 W  

A p a r t i c u l a r l y  i n t e r e s t i n g  s t a t e m e n t ,  a t t r i b u t e d  t o  

a s e n i o r  o i f i c i a '  o f  t h e  Department o f  Manpower and Immigrat ion 

a t  a meet ing  o f  p r o v i n c i a l  m i n i s t e r s  o f  l a b o u r  and e d u c a t i o n ,  i s  

q u o t e d  by S t e f a n  Dupr6 e t  aZZa and i s  wor th  r e p r o d u c i n g  i n  f u l l  

h e r e  : 

" I t  is  a program which t a k e s  human r e s o u r c e s  t h a t  would 
o t h e r w i s e  be i d l e  o r  n o t  f u l l y  u t i l i z e d  and channe l8  
and  r e c y c l e s  them i n t o  more p r o d u c t i v e  and  rewarding 
o c c u p a t i o n s .  By t h e  same t o k e n ,  by r e t r a i n i n g  men and 
women i n  s k i l l s  which are i n  growing,demand, it h e l p s  
e l i m i n a t e  p r o d u c t i o n  b o t t l e n e c k s  and r e d u c e s  t h e  c o a t  
o f  p roduc ing  and d i s t r i b u t i n g  t h e  goods and s e r v i c e s  t h a t  - Canadians  and o t h e r  n a t i o n s  want .  [ I t ]  is t h u s  a n  
i n s t r u m e n t  t h a t  h e l p s  s i m u l t a n e o u s l y  t o  reduce  unemploy- 
ment,  t o  f i g h t  h i g h e r  c o s t s  and p r i c e s ,  t o  i n c r e a s e  
p r o d u c t i v i t y  a n d ,  i n  t h e  p r o c e s s ,  t o  s t r e n g t h e n  o u r  
i n t e r n a t i o n a l  c o m p e t i t i v e n e s s .  

E q u a l l y  i m p o r t a n t ,  i t  i s  a n  i n s t r u m e n t  t h a t  can be 
d i r e c t e d  s e l e c t i v e l y  t o  reduce  r e g i o n a l  d i s p a r i t i e s  and 
t o  p r o v i d e  new hope f o r  workers  a t  t h e  edges  o f  t h e  
l a b o u r  marke t  i n  p o c k e t s  of p o v e r t y  and u n c e r t a i n t y ,  
Indeed ,  t h e  program h a s  proved t o  be  a major  c o n t r i b u t i o n  
i n  t h e  f e d e r a l  government ' s  program f o r  a c h i e v i n g  more 
b a l a n c e d  r e g i o n a l  growth and a more e q u i t a b l e  d i s t r i b u t i o n  
of opportunity."lJ  

It i s  w e l l  known t h a t  n a t i o n a l  g o a l s  are l i k e l y  t o  be 

i n t e r d e p e n d e n t  and i n  t h i s  l i g h t ,  t h e  a p p a r e n t l y  m u l t i f a r i o u s  aims 

of  Canadian t r a i n i n g  a r e  a t  f i r s t  . confus ing .  T h a t  i t h a s  ~ p r e d o m i -  

n a n t  t h r u s t ,  however, i s  a p p a r e n t ,  f o r  a l t h o u g h  "it is n o t o b l i v i o u s  

t o  t h e  problems of p o v e r t y  and of t h e  n e e d s  o f  m a r g i n a l  g r o u p s  i n  

- lo/ Canadian Welfare,  v o l .  4 6 ,  no. 2 ,  March-April 1970, p. 18. 

- 11' Quoted i n  8. Dupre, D. M. Cameron, G.  H .  McKechnie, and 
T. B. Rotenberg,  Federa l i sm a n d  P o l i c y  DeveZopmsnt: The Cues 
of A d u l t  Occupa t iona l  T r a i n i n g  i n  O n t a r i o  (Toronto:  U n i v e r s i t y  
o f  Toronto  P r e s s ,  1973), p. 118. 



t h e  l a b o u r  f o r c e  and ,  r e c e n t l y ,  is moving h e a v i l y i n t h i s  d i r e c -  

t i o n .  ... Such o b j e c t i v e s  can  be s a i d  t o  be secondary  t o  t h e  

pr imary  oE j e c t i v e  o f  , ' < z c i Z i t a t i n g  economic growth .  tt 9 
(b)  O r i e n t a t i o n  i n  F a c t  

In t h e  f o l l o w i n g  p a g e s  a number o f  i t e m s  o f  informa- 

t i o n  a r e  c i ted as e v i d e n c e  c o n c e r n i n g  t h e  o r i e n t a t i o n o f C a n a d i a n  

f e d e r a l l y  sponsored  t r a i n i n g  i n  p r a c t i c e .  F o r  example, s i n c e  

s k i l l  b o t t l e n e c k s  may c o n t r i b u t e  b o t h  t o  i n f l a t i o n  and t o  t h e  

r e t a r d a t i o n o f g r o w t h ,  t h e o r i e n t a t i o n  o f  CMTPtoshor tage  occupa- 

t i o n s  migh t  b e t a k e n  a s  e v i d e n c e  t h a t  t r a i n i n g  i s  d i r e c t e d  t o  t h e  

g o a l s  o f  p r i c e  s t a b i l i t y  and economic growth.  

T a b l e s  4-2 and  4 - 3  c o n t a i n  some i n f o r m a t i o n  concern ing  

t h e  o c c u p a t i o n a l  g o a l s  of t r a i n e e s  a u t h o r i z e d  f o r  f u l l - t i m e  

t r a i n i n g  under  CMTP f o r  t h e  f i s c a l  y e a r  e n d i n g  March 31, 1970, 

w h i l e  T a b l e  4-4 shows p e r o e n t a g e  changes i n  employment o f  occu- 

p a t i o n a l  g roups  i n  Canada o v e r  v a r i o u s  t i m e  p e r i o d s .  

T a b l e  4-2  shows numbers o f  t r a i n e e s  i n  some s e l e c t e d  g o a l  

o c c u p a t i o n s .  There  a p p e a r  t o  be no r e a l l y  heavy c o n c e n t r a t i o n s  

o f  t r a i n e e s  b y o c c u p a t i o n ,  b u t c o n s i d e r i n g  t h a t  approximatbly  220. 

s e p a r a t e  o c c u p a t i o n s  w e r e s t a t e d  as goal-s by t r a i n e e s  a u t h o r i z e d  

i n  t h i s  p e r i o d ,  t h e  p e r c e n t a g e s  i n  t h e  S tenographer ,  " C l e r i c a l  

o c c u p a t i o n s  n o t  s t a t e d " ,  Farmers and S t o c k r a i s e r s ,  Welders and 

Flame C u t t e r s ,  and Automobile Repairmen c l a s s i f i c a t i o n s ,  r e s p e c -  

t i v e l y ,  a r e  h i g h .  These f i v e  o c c u p a t i o n s ,  o f t h e  two hundred and 

twenty r e p o r t e d ,  r e p r e s e n t t h e w o r k  a s p i r a t i o n s  o f  35 p e r  c e n t  

o f  t r a i n e e s .  

Dymond, "The Canadia3 Exper ience" ,  o p .  c i t .  , pp. 5 4 4 - 4 5  
(emphasis  added)  . 
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T a b l e  4-3 

DISTRIBUTION OF TRAINEES AND GOAL OCCUPATIONS 
BY OCCUPATION DIVISION 

Number of Nunber of Trainees of ~otai 
Occupation Division Occupations Male Female Total Trainees 

1. Manager a1 7 
2. Profes>~onal h Technical 44 
3. Clerical 9 
4. Sales 10 
5 .  Service h Recreation 2 4 
6. Transport h Communications 14 
7 .  Farmers 6 Farm Workers 5 
8 .  Loggers h Related Workers 2 
9. Fishing, Trapping, Hunting 2 

10. Mining, Quarrying h Related 1 
11. Craftsmen, Production Process 

6 Related Workers 100 
12. Labourers 2 

All Occupations 220  116,192 39,724 155,916 100.0 

Source: Same as Table 2, above. 

T a b l e  4-3 c o n s o l i d a t e s  r e l a t e d  o c c u p a t i o n s  i n  12 occupa- 

t i o n  d i v i s i o , ~ ~  and  shows t h e  d i s t r i b u t i o n  o f  t r a i n e e s  i n  t h e s e  

d i v i s i o n s .  It may be  compared w i t h  Tab le  4-4, which shows t h e  

y e a r l y  p e r c e n t d g e  changes  i n  employment i n t h e s e o c c u p a t i o n d i v i -  

s o v e r  t h e  per iod1965-1969,  p l u s  t h e  a v e r a g e a n n u a l  p e r c e n t a g e  

change f o r  t h e  whole ~ e r i o d .  

I n s p e c t i o n  o f  T a b l e s  4-3 and 4-4 r e v e a l s  t h a t  t h e  f o u r  

o c c u p a t i o n  d i v i s i o n s  i n  which t h e r e  h a s  been c o n s i s t e n t  emoloy- 

ment expans ion  o v e r  t h e  p e r i o d  1965-1969 -- t h a t  i s ,  p o s i t i v e n e t  

i n c r e a s e  i n  e a c h  o f  t h e  f i v e  y e a r s  -- r e p r e s e n t  t h e  o c c u p a t i o n a l  

g o a l  o f  41 p e r  c e n t  o f  t h e  t r a i n e e s  a u t h o r i z e d  f o r  t r a i n i n g  i n  

1969-70. Some g l a r i n g  anomal ies  d o ,  however, a p p e a r  -- 
p a r t i c u l a r l y  t h e  number o f  t r a l n e e s  w i t h  t h e  o c c u p a t i o n a l  g o a l  

o f  Farmers and Farm Plorkers,  which m a n i f e s t e d  a d e c r e a s e  i n  



employment i n  f o u r  tif t h e  f i v e  y e a r s .  The wisdom of  government 

s u b s i d i z a t i o n  o f  t h e  1 2  p e r  c e n t  o f  t r a i n e e s  who a s p i r e  t o  what 

seem t o  be  d e c l i n i n g  o c c u p a t i o n s ,  i s  q u e s t i o n a b l e .  

T a b l e  4-4 

AWUAL PERCENTAGE INCREAS.": I N  EMPLOY.mT BY 
OCCUPATIONAL GROUP, CA'ADA, 1965-69 

~ n n u i l  
Occ_upational Group 1965 1966 1967 1968 1969 Inc rea se  

Manacjd.ria1 
P r o f e s s i o n a l  and Techn ica l  
C l e r i c a l  
S a l e s  
Se rv i ce  and Rec rea t i on  
T ranspo r t  and Communication' 

T ranspo r t  
Conununication 

Fanners and Farm Workers 
Loggerg and Re la t ed  Workers 
Fishermen, Trappers  and Hunters 
Miners,  Quarrymen and Re la t ed  

Workers 
Craftsmen, Product ion  P roces s  and 

Rela ted  Workers 
Labourers and Unski l led  Workers 

(not A g r i c u l t u r a l ,  F i sh ing ,  
Logging o r  Mining1 

A l l  Occupations 

Source: Canada Manpower R e v i e w ,  v o l .  3, no. 3, Thi rd  Q u a r t e r  1970, p. 12. 

More up- to-date  e v i d e n c e ,  f o r  t h e  y e a r  1973, i s  

conkained i n  a  Manpower Department r e p o r t  which i n d i c a t e s  t h a t  

r e c e n t  developments  i n  t h e  o r i e n t a t i o n  o f  t r a i n i n g  may a l s o  

have i m p l i c a t i o n s  f o r  s h o r t a g e  o c c u p a t i o n s :  

"... t h e  c o n c e n t r a t i o n  upon p r o v i d i n g  i n s t r u a t i o n  
t o  t h e  younger members o f  t h e  l a b o u r  f o r c e ,  
combined w i t h  t h e  s h o r t  d u r a t i o n  o f  c o u r s e s  h a s  
s e e n  a s t r o n g  f o c u s  on t r a i n i n g  f o r  lower  s k i l l  
levels .  "l3/ 

T r a i n i n g  Review Task Force ,  " T r a i n i n g  i n  R e l a t i o n  t o  t h e  
P r e s e n t  Socio-economic Environment",  Planpower and Immigra- 
t i o n ,  February  1975 (mimeo.) .  Note however, t h a t  t h i s  
p a p e r  i s  d e s c r i b e d  on t h e  c o v e r  a s  " n o t  n e c e s s a r i l y  r e f l e c t -  
i n g  depa l  ! mental  p o l i c y " .  



However, t h e  r e s u l t s  o f  a  p i l o t  s t u d y  on  s k i l l  t r a i n i n g  i n  

O n t a r i o  and Quebec i n d i c a t e d  t h a t  t h e r e  was a  much h e a v i e r  

c o n c e n t r a t i o n  o f  s k i l l s  r e q u i r i n g  l e s s  t h a n  s i x  months' s p e c i f i c  

v o c a t i o n a l  t r a i n i n g  t h a n  i s  r e f l e c t e d  i n  t h e  d i s t r i b u t i o n  o f  

e i t h e r  t o t a l  c u r r e n t  job v a c a n c i e s  o r  l o n g  term job  v a c a n c i e s  

i n  t h e  p r o v i n c i a l  economies. Moreover, t h e  r e p o r t  i n d i c a t e s  

t h a t  w h i l e  t r a i n i n g  was i n c r e a s i n g l y  c o n c e n t r a t e d  i n  t h e  lower- 

s k i l l  o c c u p a t i o n s ,  s e v e r e  s h o r t a g e s  were a p p e a r i n g  among t h e  

h i g h e r - l e v e l  b l u e - c o l l a r  s k i l l s ,  i n  n u r s i n g  and s e c r e t a r i a l  

o c c u p a t i o n s  i n  t h e  t e r t i a r y  s e c t o r ,  and i n  s k i l l e d  o c c u p a t i o n s  

i n  t h e  l o g g i n g  and mining i n d u s t r i e s . x /  . 

I t  i s  i n t e r e s t i n g  however, t h a t  t h e  importance o f  

s k i l l  s h o r t a g e s  was r e c o g n i z e d  s p e c i f i c a l l y  i n  t h c  c o n t e x t  o f  

t h e  o r i e n t a t i o n  o f  t h e  Canada Manpower T r a i n i n g  On t h e  J o b  

Program (CMTJP). The i n i t i a l  e x p e n d i t u r e s  on  OJT i n  t h e  f a l l  o f  

1971  were p a r t  o f  a n  e x p e n d i t u r e  package which was c l e a r l y  

d e s i g n e d  t o  be  c o u n t e r c y c l i c a l  i n  n a t u r e ,  a s  t h e  f o l l o w i n g  

p a s s a g e  c o l o u r f u l l y  i l l u s t r a t e s :  

"The i n k  was b a r e l y  d r y  on t h e  h e a d l i n e s  t r u m p e t i n g  l a s t  
month ' s  s t u n n i n g  unemployment f i g u r e s  when t h e  government 
rushed  i t s  l a t e s t  budget  i n t o  t h e  Commons a t  l e a s t  f i v e  
d a y s  ahead o f  s c h e d u l e .  

A s  a s h o c k e r ,  it e a s i l y  matched t h e  news t h a t  
unemployment i n  September reached  7.1 p e r  c e n t  o f  the  
l a b o u r ,  i t s  h i g h e s t  i n  t e n  y e a r s . " l 5 /  

141 I b i d . ,  p. 29 .  

- 15/ From a r t i c l e  by Bruce L i t t l e  i n  F i n a n c i a l  Times of Canada, 
October  1 9 ,  1971. 



T h i s  " n i n i - b u d g e t "  i n c l u d e d  $20 n i l l i o n  f o r  on- the- job t r a i n i n g  o f  

young p e o p l e  who are i n e l i g i b l e  f o r  r e g u l a r  manpower t r a i n i n g a n d  

$15 m i l l i o n f o r  expansionoftheexistingmanpowertraining program. 

But t h e n  i n S e p t e m b e r  1972 t h e  M i n i s t e r  o f  Manpower and Immigra- 

t i o n ,  BryceMackasey,  announcedtwo f u r t h e r  e x t e n s i o n s  o fOJT.  The 

CMTJPwouldnow have t h r e e  components: t r a i n i n g  f o r t h e  unemployed 

(which was i n t r o d u c e d  t h e p r e v i o u s  w i n t e r ) ,  t r a i n i n g  f o r  t h e  d i s -  

advan taged ,  and t r a i n i n g  f o r  s k i l l  s h o r t a g e s .  16/ 

S i n c e  t h e r e q u i s i t e  d a t a  a r e n o t  a v a i l a b l e  e a r l i e r  t h a n  

A p r i l  1969,  it i s  d i f f i c u l t ,  a s  y e t ,  t o d e t e r m i n e  whether  CMTP is 

beingusedcountercyclically. However, t h e  i n c r e a s e s  i n  t r a i n i n g  

e x p e n d i t u r e s  i n  t h e  "mini-budget" o f  f a l l  1971, d e s c r i b e d  above,  

are an  i n d i c a t i o n  o f  such  a n  o r i e n t a t i o n ,  and a s  t h e  Economic 

Counc i l  o f  Canada p o i n t e d  Out,  " c e r t a i n l y t h e v e r y  r a p i d  bu i ld -up  

o f  t r a i n i n g  e x p e n d i t u r e s  i n t h e  l a t e  f a l l  o f  1970 and w i n t e r  o f  

1971  s u g g e s t  t h a t t h e  p r o g r a m i s b e i n g  used  a s  a  c o n t r a c y c l i c a l  

17 /  i n s t r u m e n t "  .- 
The a v a i l a b l e  e v i d e n c e  does  however i n d i c a t e  t h a t  

CMTP i s  o p e r a t e d  c o u n t e r s e a s o n a l l y .  F i g u r e  1-1 shows how cLose ly  

m t c h e d  are t h e  s e a s o n a l  swings  o f  t h e  unemployment series and 

t h e  t r a i n e e  series: 

- 16/ R e f l e c t i n g  t h e  g r e a t e r  i n t e r e s t  o f  t h e  employer i n  t r a i n i n g  
f o r  s h o r t a g e s ,  t h e  government was t o  re imburse  50 p e r  c e n t  
o f  wages d u r i n g  t h e  f i r s t  h a l f  o f  t r a i n i n g  and 2 5  p e r  c e n t  
d u r i n g  t h e  second h a l f .  I n  t r a i n i n g  f o r t h e  d i sadvan taged ,  
by c o n t r a s t ,  t h e  p u b l i c  i n t e r e s t  w a s  p e r c e i v e d  as paramount 
and  t h e  f e d e r a l  government a g r e e d  t o  pay 100 p e r  c e n t  o f  
wages d u r i n g  t h e  f i r s t  f o u r  weeks o f  t r a i n i n g ,  90 p e r  c e n t  
d u r i n g  t h e  f i r s t  h a l f  o f  t h e  remain ing  p e r i o d  and 60 p e r  
c e n t  d u r i n g  t h e  f i n a l  p e r i o d .  

- Economic Counc i l  o f  Canada, o p .  c i t .  , p. 98. 



F i g u r e  4-1 - 
FULL-TIME TRAINEES AND UNEMPLOYMENT, CANADA, 1969-74 

Source:  Manpower and Immigrat ion Canada Manpower ffeview (Ottaila: Informa- 
t i o n  Canada),  v a r i o u s  i s s u e s ;  and S t a t i s t P c s  Canada, Historical 
Labour Force S t a t i s t i c s ,  1974,. cat. NO. 71-201. 

T r a i n i n g  a c t i v i t y  i s  g r e a t e s t  i n  t h o s e  months when unemployment 

18/ is g r e a t e s t  .- 
T h i s  s e c t i o n  is concluded w i t h  a n  examinat ion o f  some 

d a t a  r e f e r r i n g  t o  t h e  r e d i s t r i b u t i o n  o r  " e q u i t y "  g o a l  o f  

t r a i n i n g .  As f a r  a s  t h e  r e g i o n a l  d-imension i s  concerned,  t h e  

f o l l o w i n g  t a b l e  shows t h a t  t r a i n i n g  e x p e n d i t u r e s  p e r  l a b o u r  

f o r c e  member are w e l l  above a v e r a g e  f o r  t h e  p o o r e r  p rov inces  -- 
2' A r e g r e s s i o n  o f  t o t a l  t r a i n e e s  upon t o t a l  unemployment i n  

. 
t h o u s a n d s ,  and t h r e e  s e a s o n a l  dummies, u s i n g  monthly d a t a  
f o r  t h e  p e r i o d  A ~ r i l  1969 t h r o u g h  December 1974, u s i n g  OLS 
produced t h e  f o l l o w i n g  r e s u l t s :  

T = 50,521.450 + 33.465U - 26364.232D1 - 35944.935D2 
14.7311 [1.994] [-7.2261 [-8.0511 

- 9509.818D3 E~ = 0.74 D.W. = 2.061 
[-2.3211 

t - s t a t i s t i c s  are  i n  b r a c k e t s :  t h e  U and D j  v a r i a b l e s  show 
s i g n i f i c a n c e  a t  t h e  0.025 l e v e l ,  and a l l  o t h e r s a t  t h e  0.005 
l e v e l .  The dummies a r e  d e f i n e d  a s  D l  = 1 f o r  ~ p r i l ,  May, 
June, z e r o  f o r  a l l  o t h e r  months,  D2 = 1 f o r  J u l y ,  August, 
September ,  etc. 



Quebec and t h e  A t l a n t i c  p r o v i n c e s  -- and lower  f o r  t h e  r i c h e r  -- 
O n t a r i o ,  t h e  P r a i r i e s ,  and B r i t i s h  Columbia. 

b g i o n  and 
P r o v i n c e  

A t l a n t l c  Region 
N c r f o u n d l ~ n d  

E x p e n d i t u r e s  i970-71IL) Z x p e n d i t v r e s  1971-12 P x p e n d i t u r a s  1972-13 E x p e n d i t u r e s  1973-74 
Per PC r Pcr P e r  Per P e r  Per Pe c 

Labour IOrCe Unemployed Labour F o r c e  Unemployed Labour F o r c e  Unemployed Labour F o r c e  Unemp1oy.d 
Melnber Person  Umber Person  Henber Person  Hember Person  

l011ar . l  

- -- 

'I' E s t i m a t e d  b y  Department o f  M n p o v s r  and  I d g r a t i o n .  "' I n c t u d e a  t h e  N o r t h v e s t  T e r r i t o r i e s .  

13) 1nC1"d.s us. Yukon. "' U m b e r  o l  unemployed e r t l x m t e d  r e s i d u a l l y .  
I O Y ~ E O I  Proyram.  ranch, D c p a r w n t  o f  mnpow.r a d  I m i g r a t l o n  ud S t a t i # t i c s  c a n d a .  I l . t o r ( o # l  & b o w  #om, St.ti.t<... 

Cat. Yo. 71-101, 1914.  

However, e x p e n d i t u r e s  p e r  unemployed p e r s o n  are 

a c t u a l l y  h i g h e r  t h a n  a v e r a g e  f o r  O n t a r i o  and ( p a r t i c u l a r l y )  

t h e  P r a i r i e s ,  and lower  than a v e r a g e  i n  Quebec. 

A second body of d a t a  r e f e r s  t o  t h e  c h a r a c t e r i s t i c s  o f  

t r a i n e e s  i n  t h e  i n s t i t u t i ~ ~ a l  and i n d u s t r y  t r a i n i n g  s e c t i o n s  o f  

CMTP, and i s  summarized i n  T a b l e  4-6. I t  i s  a p p a r e n t  from t h e  

f i g u r e s  t h a t  t h e r e  a r e n o  g l a r i n g d i f f e r e n c e s  b e t w e e n i n s t i t u t i o n a l  

and i n d u s t r y  t r a i n i n g  a s  f a r  a s  male-female p r o p o r t i o n s  are 

concerned ,  t h o u g h i n  i n s t i t u t i o n a l  t r a i n i n g t h e  p r o p o r t i o n o f  males  

h a s  d e c l i n e d  s t e a d i l y  s i n c e  1970-71. Fur thermore,  f o r  t h o s e  OJT 

c l i e n t s  t a k i n g  t r a i n i n g  for  t h e  d i s a d v a n t a g e d ,  t h e  p r o p o r t i o n  

o f  males  i s  g r e a t e r  t h a n  f o r  any o t h e r  t y p e  o f  t r a i n i n g .  



The s t r i k i n g  f e a t u r e  o f  t h e  age  s ta t i . , t ics  i s  t h a t  

OJT programs have much l a r g e r  p r o p o r t i o n s  o f  t r a i n e e s  i n  t h e  

under  20 age  b r a c k e t  t h a n  do e i t h e r  t h e  v e s t i b u l e  t r a i n i n g - i n -  

i n d u s t r y  o r  i n s t i t u t i o n a l  t r a i n i n g  programs. For  a l l  programs, 

however, t h e  m a j o r i t y  o f  t r a i n e e s  a r e  i n  t h e  a g e  g roup  20-44. 

However, a l t h o u g h  OJT t r a i n e e s  t e n d  t o  b e  r e l a t i v e l y  younger 

t h e y  t e n d  a l s o  t o  b e  b e t t e r  educa ted :  40  p e r  c e n t  o f  them had 

12-13 y e a r s  o f  s c h o o l i n g  i n  1972-73, f o r  example. I n s t i t u t i o n a l  

c o u r s e s ,  by c o n t r a s t ,  i n c l u d e  a n  emphasis  on e d u c a t i o n a l  

upgrading i n  a d d i t i o n  t o  s k i l l  t r a i n i n g  and t h e r e f o r e  a t t r a c t  

l a r g e r  p r o p o r t i o n s  o f  t h e  p ~ o r l y  educated'. - 
I n  a d d i t i o n  t o  t h e s e  f i g u r e s ,  a r e c e n t r e p o r t i n d i c a t e s  

t h a t  more t h a n  h a l f  o f  t h e  t r a i n e e s  i n  b o t h  t h e  i n s t i t u t i o n a l  

and i n d c s t r y  s e c t i o n s  o f  CMTP are unemployedatthetimeoftheir 

r e f e r r a l  t o  t r a i n i n g . g /  Ploreover, it i s  a p p a r e n t  t h a t  t h e r e  i s  

a t  l e a s t  a growing r e c o g n i t i o n o f t h e  p l i g h t o f  w h a t t h e  depar tment  

r e f e r s  t o  a s  s p e c i a l  n e e d s c l i e n t s ,  d e f i n e d a s t h o s e f r o m l o ~ i n c o m e  

f a m i l i e s ,  s o c i a l  a i d  r e c i p i e n t s ,  i l l i t e r a t e  and p o o r l y -  e d u c a t e d  

p e r s o n s ,  e x - p r i s o n e r s ,  t h e  m e n t a l l y  r e t a r d e d ,  I n d i a n s ,  Eskimos, 

Metis, and i m m i g r a n t s . g /  Twenty p e r  c e n t  o f  CMPT e x p e n d i t u r e s  

are now d i r e c t e d  t o  t h e  d i s a d v a n t a g e d . s /  

- 19/ Manpower Programs I n f o r m a t i o n  f o r  p r e s e n t a t i o n  t o  s t a n d i n s  
S e n a t e  ~ o m , i t t e e  on ~ a t i o n a l  ~ i n a n c e :  "Manpower  raini in^"; 
Department o f  Xanpower and I n m i g r a t i o n ,  February  1975 ,  
p. 13. 

- 20/  Ibid. , and " T r a i n i n q  i n  R e l a t i o n  t o  t h e  P r e s e n t  Socio-  
economic Environment",  o p .  ait. 

- 21' Manpower Programs I n f o r m a t i o n . .  . , o p .  c i t .  , Appendix I ,  . 
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The e v i d e n c e  p r e s e n t e d  i n t h i s  s e c t i o n  i s  i n c o n c l u s i v e  

a s  t o  t h e  o r i e n t a t i o n  o f  t r a i n i n g  programs i n  p r a c t i c e .  A s  f a r  

as e q u i t y  is concerned t h e  p a t t e r n  o f  t r a i n i n g  e x p e n d i t u r e s  p e r  

l a b o u r  f o r c e  member a p p e a r s  c o n s i s t e n t  w i t h  t h e  g o a l  o f  r e g i o n a l  

r e d i s t r i b u t i o n ,  though t h e  p i c t u r e  i s  by n o m e a n s s o  encouraging 

on t h e  basis o f  e x p e n d i t u r e s  p e r  unemployed p e r s o n .  

The i n s t i t u t i o n a l  c o u r s e s  t a k e  on a l a r g e  p r o p o r t i o n  

o f  t h e  p o o r l y  e d u c a t e d .  The growing numbers o f  women i n  t h e  

l a b o u r  f o r c e  and am'>ng t h e  r a n k s  o f  t h e  unemployed are c l e a r l y  

m i r r o r e d  i n  t h e  p r o p o r t i o n  o f  female  t r a i n e e s  i n  i n s t i t u t i o n a l  

c o u r s e s ,  b u t  o n l y  1 7  p e r  c e n t  o f  d i s a d v a n t a g e d  t r a i n e e s  i n  

CMTJT a r e  wonen though women c o n s t i t u t e  31 p e r  c e n t  o f  t o t a l  

unemployment i n  Canada. There  i s  l i t t l e  s o l i d  e v i d e n c e  t h a t  

t r a i n i n g  i s  d i r e c t e d  towards  a l l e v i a t i o n  o f  s k i l l  s h o r t a g e s  

t h a t  would promote economic growth and h e l p  t o  a l l e v i a t e  i n f l a -  

t i o n .  Indeed ,  manpower o f f i c i a l s  have concluded t h a t :  

" i t  would a p p e a r  t h a t  t h e  emphasis  upon t r a i n i n g  as 
an  a l t e r n a t i v e  t o  unemployment h a s  p l a c e d  some l i m i t a -  
t i o n  upon t h e  p r o q r a n s  t o  respond t o  t h e  more p r e s s i n g  
o c c u l ~ a t i o n a l  r e q u i r e m e n t s  o f  t h e  economy. Given t h a t  
t r a i n i n g  c o u r s e s  h a v e a n  a v e r a g e  d u r a t i o n o f  f o u r  months, 
t h e  emphasis  o n t r a i n i n g  younger a g e g r o u p s  and/or  t h o s e  
w i t h  be lowaverage  e d u c a t i o n a l  l e v e l s  maywel l  n e c e s s i t a t e  
t h a t  t r a i n i n g  i s  o f  a g e n e r a l  a c a d c n i c  n a t u r e  o r  else 
o r i e n t e d  towards  lower  s k i l l  o c c u p a t i o n s .  "z/ 

It  is  t h e  c o u n t e r c y c l i c a l - - a n d  n o r e  p a r t i c u l a r l y  t h e  

c o u n t e r s e a s o n a l  -- a s p e c t  o f  t h e  s t a b i l i z a t i o n  g o a l  which is  

most c l e a r l y  i l l u s t r a t e d  by t h e  d a t a  p r e s e n t e d  above.  
, 

- 2 2 /  " T r a i n i n g  i n  R e l a t i o n  t o  t h e  P r e s e n t  socio-economic Environ- 
ment", op.  c i t . ,  p. 31. For  f u r t h e r  examples o f  c o n f l i c t i n g  
g o a l s  s e e  K. Newton, " C o n f l i c t s  and ~ o n p l e m e n t a r i t i e s  i n  t h e  
O b j e c t i v e s  o f  Manpower P o l i c y :  A11 I l l u s t r a t i o n " ,  I n d u s t r i a l  
R e l a t i o n s  J o u r n a Z ,  v o l .  4 ,  no. 2 ,  Sunmer 1973,  pp. 20-36. 



3 .  Performance of  t h e  CETP i n  
Relat ion t o  Objec t ives  

Evalua t ions  o f  CMTP by Manpower and Immigration a r e  

framed i n  terms of  two o b j e c t i v e s :  g rov th  and r e d i s t r i b u t i o n .  

With regard t o  t h e  l a t t e r  g o a l  t h e  procedure is  b a s i c a l l y  one 

of  e s t ima t ing  t h e  numbers of  t r a i n e e s  who a r e  brought above an 

a r b i t r a r i l y - d e f i n e d  "poverty l i n e w -  3/ which depends upon t r a i n e e  

c h a r a c t e r i s t i c s  s u c h a s  numberof dependants .  By f a r  t h e  l a r g e s t  

amount of p u b l i c i t y ,  however, is  devoted t o  t h e  e v a l u a t i o n s  

der ived  f r o m t h e  depar tment ' s  b e n e f i t - c o s t  model,- 24/  and t h i s  

model i s b a s e d  squa re ly  u p o n t h e p r i m a c y o f t h e  growth o b j e c t i v e ,  

inasmuch as b e n e f i t s  a r e  e s t ima ted  by comparison o f  t r a i n e e s '  

pre-  and p o s t - t r a i n i n g  ea rn ings .  

The c o s t  s i d e  of  t h e  model i nc ludes  o u t l a y s  on t h e  

process ing  and a d m i n i s t r a t i v e  procedures  n e c e s s i t a t e d  by t h e  

program, o u t l a y s  o n t r a i n i n g  cou r se s  and t r a i n e e  t r a v e l  g r a n t s ,  

t h e e x t r a p e r s o n a l  expenses o f  t r a i n e e s  ove r  and above t h e  l i v i n g  

al lowance,  and a  measure of  before- tax  forgohe ea rn ings  of 

t r a i n e e s  d u r i n g t h e  t r a i n i n g  pe r iod .  T r a i n i n g  al lowances are a 

t r a n s f e r  payment and n o t  i nc luded  i n  t h e  c a l c u l a t i o n  o f  s o c i a l  

c o s t .  They a r e  incli~i?ed i n s e p a r a t e  e s t i m a t e s  of e f f e c t i v e n e s s  

from t h e  d e p a r t m e n t 1 $  viewpoint .  Es t imat ion  of t h e  oppor tun i ty  

- 23/ However, t h e  l a t t e r  p a r t  of  t h i s  s e c t i o n  p r e s e n t s  some 
a l t e r n a t i v e  e s t i m a t e s  of t h e  r e d i s t r i b u t i v e  impact of  t h e  

.. program. 
- 24' To d a t e ,  such r e s u l t s  a r e  pub l i c i zed  on ly  f o r  t h e  i n s t i t u -  

t i o n a l  p o r t i o n  of  CMTP, though some p a r t i a l  i n d i c a t i o n s  o f  
t h e  success  of  t h e  I n d u s t r i a l  T ra in ing  Program i n  f u r t h e r -  
i ng  t h e  goa l  of growth a r e  g iven  i n  t h e  form of  f i g u r e s  on 
ea rn ings  improvement l a t e r  i n  t h i s  s e c t i o n .  



c o s t  of  t r a i n i n g  invo lves  problems: i f  t h e  t r a i n e e  would have 

been unemployed du r ing  t h e  t r a i n i n g  pe r iod ,  had he n o t  e n t e r e d  

t r a i n i n g ,  o r  i f  he would have been rep laced  by ano the r  un- 

employed worker,  t hen  t h e r e  would be no c o s t  t o  s o c i e t y  a s  a 

' r e s u l t  o f  h i s  undergoing t r a i n i n g  -- no product ion  is foregone.  

But i f ,  i n  t h e  absence o f  t r a i n i n g ,  he would have been working 

on a  job f o r  which no replacement  could  be found, t hen  s o c i e t y  

. b e a r s  an  oppor tun i ty  c o s t  i n  t r a i n i n g  him. Es t imates  o f  t h e  

p r o b a b i l i t y  o f  unemployment, and replacement ,  a r e  t h e r e f o r e  

r e q u i r e d  t o  c a l c u l a t e  o u t p u t  foregone.  

The c o n t e n t i o u s  i s s u e  of  t h e  a p p r o p r i a t e  r a t e  of  d i s -  

count  was handled i n  t h e  D M 1  model by computing r e s u l t s  

s e p a r a t e l y  f o r  r a t e s  of  5,  10 ,  and 15 p e r  c e n t  and comparing 

them f o r  s e n s i t i v i t y  t o  t h e s e  a r b i t r a r y  s e l e c t i o n s ,  though t h e  

nost r e c e n t  caLcu la t i ons  a r e  based s o l e l y  upon t h e  10 p e r  c e n t  

2 5/ r a t e .  - 

These e s t in~ i tes  f o r  i n s t i t u t i o n a l  t r a i n i n g  under CMTP 

have been s t r o n g l y  p o s i t i v e ;  i n  r e c e n t  y e a r s  t h e  b e n e f i t - c o s t  

r a t i o  has  ranged between 3.6: l  and 7 . 8 t l  as shown i n  t h e  

fo l lowing  t a b l e .  

Manpower Programs Informat ion ,  o p .  d t .  , 2 .  14. 



T a b l e  4-7 

BEPIEFIT-COST EVALUATION OF CMTP, CANADA, 1970-73 

B e n e f i t s  and C o s t s  
by T r a i n i n g  Type 1970 1971 1972 1973 

T o t a l  b e n e f i t s  ( $ )  ;,167 5 ,115  5 ,611  9 , 126 
T o t a l  economic c o s t s  ( $ )  891 1 ,086  1 , 3 2 1  1 ,474 
B e n e f i t - c o s t  r a t i o  3.6 4.7 4.2 6.2 

S k i l l  

T o t a l  b e n e f i t s  ( q ,  5,734 6 ,541 6,794 9 ,131  
T o t a l  economic c o s t s  ( $ )  .. 1,176 1 , 3 1 5  1 ,400 1 ,638 
B e n e f i t - c o s t  r a t i o  4.9 5.0 4.9 5.6 

Language 

T o t a i  b e n e f i t s  ( $ )  6,817 8,312 9,900 11 ,431  
T o t a l  economic costs ( $ )  1 , 0 7 1  1 ,125  1 ,312  1 ,466  
B e n e f i t - c o s t  r a t i o  6.4 7.4 7.5 7.8 

T h i s  a n a l y s i s  i n c l u d e s  f u l l - t i n e  i n s t i t u t i o n a l  t r a i n e e s  
who completed t h e  c o u r s e  (approx imate ly  80 p e r  c e n t  of t h e  
t o t a l  i n s t i t u t i o n a l  t r a i n e e  p o p u l a t i o n ) .  D o l l a r  f i g u r e s  
a r e  a v e r a g e s  p e r  g r a d u a t e .  

( 2 )  B a s i c  T r a i n i n g  f o r  S k i l l  Development -- e s s e n t i a l l y  b a s i c  
academic upgrad ing  t o  h e l p  workers  remain employable under  

' c o n d i t i o n s  o f  t e c h n i c a l  change and/or  t o  b e n e f i t  from 
f u r t h e r  s k i l l  t r a i n i n g .  

Source:  Manpower Programs I n f o r m a t i o n ,  op. cit., Appendix 1, 
T a b l e  4. 

Theae r e s u l t s  musthowever ,  b e v i e w e d w i t h s o m e  c a u t i o n  

because  o f m e t h o d o l o g i c a l  andmeasurement problems i n h e r e n t  i n  t h e  

model. F i r s t ,  n e i t h e r  vacuum n o r  d i s p l a c e m e n t  ef fectsw are 

- 26' The vacuum e f f e c t  o c c u r s  when t r a i n i n g  l o o s e n s  up a s k i l l -  
b o t t l e n e c k  t o o p e n  upcomplementary jobs for  a u x i l i a r y  workers ,  
w h i l e  t h e  d i s p l a c e m e n t  e f f e c t  o c c u r s  i f  t h e  t r a i n e d  worker  
improves h i s o w n  s i t u a t i o n  a t  t h e  e x p e n s e o f n o n - t r a i n e e s ,  who 
a r e  d i s p l a c e d  from t h e i r  jobs  an6 e n t e r  t h e  poor  o f  t h e  un- 
employed. See D . O .  S e w e l l ,  " A C r i t i q u e o f  C o s t - B e n e f i t A n a l y s e s  
of  T r a i n i n g " ,  Monthly Labor R e v i e w ,  September 1967, p. 51. 



e x p l i c i t l y  taken i n t o  account .  It seems l i k e l y  t h a t  i n  pe r iods  

o f  f a i r l y  h igh  unemployment t h e r e  may be r e l a t i v e l y  few b o t t l e -  

neck occupat ions ,  s o  t h a t  many t r a i n e e s  would, i n  f a c t ,  d i s p l a c e  

workers who l a c k  t h e  t r a in ing -cou r se  " s e a l o f  approva l" .  Fu r the r ,  

t o  t h e  e x t e n t  t h a t  t h e  cou r se s  gene ra l l y  covered by CMTP concern 

sub-profess iona l  occupat ions ,  t h e  scope f o r  enjoyment of  t h e  

benign "vacuum" e f f e c t  would appear  r a t h e r  l i m i t e d .  Therefore  

t h e  p o s s i b i l i t y  e x i s t s  t h a t  i f  displacement  e f f e c t s  were taken  

i n t o  account ,  t h e  b e n e f i t - c o s t  r e s u l t s  would be somewhat less 

sanguine. 

The use  of pre-  and p o s t - t r a i n i n g  ea rn ings  i n  t h e  

b e n e f i t  c a l c u l a t i o n  r a i s e s  t h e  well-known " a t t r i b u t i o n  problen" 

o f  whether i nc reased  ea rn ings  a r e  due on ly  t o  t h e  t r a i n i n g  o r  t o  

improvement i n  t h e  gene ra l  economic c l ima te ,  i r r e s p e c t i v e  of  

t r a i n i n g .  It  i s  f r e q u e n t l y  suggested t h a t  use  o f a c o n t r o l  group 

would g e t  around t h i s  d i f f i c u l t y . -  27/  However, t h e  problem o f  

s e l e c t i n g  a c o n t r o l g r o u p h a s  notbeenreso1ved.-  28' On t h e o r e t i c a l  

gro&ds random d i v i s i o n  of  i n d i v i d u a l s  q u a l i f i e d  t o  e n t e r  t h e  

programme i n t o  two groups -- one t o  be p a r t i c i p a n t s  and one t o  

be t h e  c o n t r o l  group -- i s  t h e  procedure w i th  t h e  h ighea t  

p r o b a b i l i t y  o f  y i e l d i n g  uncontaminated e s t i m a t e s  of  t h e  expected 
8 4 

behaviour  o f  t r a i n e e s  had they  n o t  en t e r ed  t r a in ing .% Such a 

procedure would r a i s e  grave p rac ' t i c a l  d i f f i c u l t i e s  f o r  program 

- 27' Economic Council  of Canada, Eighth Annual Review, op.  c i t . ,  
p. 114 ,andM.E.  E0rusandC.G.  Buntz, "Problems and I s s u e s  
i n theEva lua t i ono fManpower  Programs", I n d u s t r i a l  and Labor 
Rela t ions  Review, vo l .  2 5 ,  no. 2 ,  January 1972, pp. 234-35. 

Borus and Buntz, o p .  ci t .  , pp. 237-38. 

Ibid. 



a d m i n i s t r a t o r s :  how d o e s  one  j u s t i f y  t h e  a r b i t r a r y  e x c l u s i o n  

f rom the program o f  one-ha l f  o f  a  g roup  o f  t r a i n i n g  c a n d i d a t e s  

who a r e  a l l  q u a l i f i e d  t o  e n t e r  t h e  program? F i n a l l y ,  c o n t r o l  

g roup  methodology d o e s  n o t ,  i n  any  c a s e ,  e l i m i n a t e  t h e  i m p a c t o f  

3 O/ s u c h  f a c t o r s  a s  t h ~  l e v e l o f e c o ~ o m i c  a c t i v i t y  upon ear : i ings . -  

These  comments serve t o  i l l u s t r a t e  t h e  c a v e a t s  which must  b e  

b o r n e  i n  mind when i n t e r p r e t i n g  t h e  r e s u l t s  o f  CMTP a s  juc!ged 

by t h e  b e n e f i t - c o s t  n o d e l .  

S i m i l a r  d a t a  are n o t  y e t  a v a i l a b l e  f o r  t h e  i n d u s t r i a l  

t r a i n i n g  p o r t i . ~ ~ ~  o f  CMTP, b u t  some p a r t i a l  i n d i c a t i o n s  o f  i ts 

p e r f p m a n c e  may b e  gauged from t h e  f o l l o w i n g  f i g u r e s .  While t h e  

m a j o r i t y  o f  t r a i n e e s  were unemployed b e f o r e  t r a i n i n g ,  79 p e r  

c e n t  r e t a i n e d  t h e i r  j o b s  i n  t h e  t r a i n i n g  f i n n s  upon comple t ion  

o f  t h e i r  c o u r s e s ,  14  p e r  c e n t  were unemployed, and  7 p e r  c e n t  

wi thdrew from t h e  l a b o u r  market .  Moreover,  t h e  f o l l o w i n g  t a b l e  

31/ ind iccc tes  i m p r e s s i v e  wage g a i n s  f o r  i n d u s t r i a l  t r a i n e e s . -  

- ''/ Suppose ,  t o  u s e  a n  ext reme example,  w e  had a  group o f  homo- 
geneous  c a n d i d a t e s  f o r  t r a i n i n g ,  h a l f  o f  whom become t h e  
c o n t r o l  g roup .  Al though c o m p l e t e l y  a l i k e  i n  e v e r y  o t h e r  
r e s p e c t ,  t h e  g roups  may d i f f e r  i n t w 0 w a y s : o n e  g e t s t r a i n i n g ;  
one .?ill have a  d i f f e r e n t  o o c u p a t i o n  a f t e r  t r a i n i n g .  The 
o c c u p a t i o n  c h a r a c t e r i s t i c  may a c c o u n t  f o r  a d i f f e r e n t i a l  
impac t  o f  e c o n o n i c  c o n d i t i o n s  upon e a r n i n g s  o f t h e t w o g r o u p s .  
A d i f f e r e n t i a l  may a l s o  o c c u r  due  t o  t h e  f a c t  t h a t  t h e  occupa- 
t i o n  of t h e  t r a i n e e s  i s  o n e  i n  which p r o d u c t i v i t y  h c r e a s e s  
f a s t e r  t h a n  i n  t h a t  o f  t h e  n o n - t r a i n e e s .  See  S c o t t ,  L.  C . ,  
"The Market ,  P r o d u c t i v i t y ,  a n d T r a i n i n g  E f f e c t s o f  R e t r a i n i n g " ,  
American E c o n o m i s t ,  v o l .  X I V ,  no. 2 ,  F a l l  1970. 

- U n f o r t u n a t e l y ,  summary d a t a  o n  t h e  OJT component o f  i n d u s t r i a l  
t r a i n i n g  under  2MTP a r e  n o t  y e t  a v a i l a b l e .  



T a b l e  4-8 

AVE-WGE WEEKLY WAGES OF MALES AXD FEMALES 
9SFORE AXD AFTER TRAINING* 

( I n d u s t r i a l  t r a i n i n g  1973) 

Average Weekly Wages 
Before  Af ter  P e r c e n t a g e  

Sex T r a i n i n g  T r a i n i n g  Change 
( D o l l a r s  ) 

Males 114 152  +3 3 

Females 

T o t a l  103 139 +35 

*In  1973 a b o u t  90 p e r  c e n t  o f  t h e  t r a i n e e s  had s t a r t e d  
t r a i n i n g  by t h e  end o f  March and a l m o s t T 8 0  p e r  c e n t  had 
completed t r a i n i n g  by t h e  end  o f  August. The fol low-up 
s u i v e y  was conduc ted  i n  J u n e  1974. Over r o u g h l y  t h e  same 
p e r i o d  o f  t i m e  a v e r a g e  weekly wages i n  Canada ( I n d u s t r i a l  
Composite)  h a s  i n c r e a s e d  by 1 6  p e r  c e n t ,  t h a t  i s  from $153 
a week i n  December 1972 t o  5176 i n  June  1974. 

Source:  Manpower Programs I n f o r m a t i o n ,  op. c i t . ,  Appendix 1, 
T a b l e  8 .  

A s  f a r  a s  t h e  r e d i s t r i b u t i o n  g o a l  i s  concerned t h e  

a v a i l a b l e  e v i d e n c e  i s  s c a n t y  i n d e e d ,  b u t  one r e c e n t  paper  

s u g i e s t s  t h a t  f o r  i n s t i t u t i o n a l  t r a i n e e s  comple t ing  c o u r s e s  i n  

1973, t h r e e - q u a r t e r s  o f  c l i e n t s  i n  academic upgrad ing  courses 

known as Baa ic  T r a i n i n g  for S k i l l  Development, and t w o - f i f t h s  

o f  thosle i n  s k i l l  c o u r s e s  had pie-trainingincomes below a n  

upda ted  p o v e r t y  l e v e l  based  on Economic Counc i l  of Canada 

d e f i n i t i o n s .  P o s t - t r a i n i n g  fol low-up q u e s t i o n n a i r e s  indicated 

t h a t  o f  t h e s e  c l i e n t s ,  40 p e r  c e n t  were r a i s e d  above t h e  p o v e r t y  

l e v e l  a f t e r  t r a i n i n g .  



This  type  o f  ev idence  concerning t h e  program's 

p o v e r t y - a l l e v i a t i n g  r o l e  i s  suspec t  f o r  a t  l e a s t  two reasons .  

F i r s t  is  t h e  f a c t ,  a l l u d e d  t o  e a r l i e r ,  t h a t  -- a t  t h e  t i m e  they  

a r e  r e f e r r e d  t o  t r a i n i n g  --many CMCclients a r e  i n  a t e m p o r a r i l y  

disadvantaged  p o s i t i o n  when viewed i n  t h e  c o n t e x t  o f  t h e i r  

p o t e n t i a l  l i f e - t i m e  e a r n i n g s  s t reams.  Thus, an income c a l c u l a -  

t i o n  based on a job h e l d  i n  t h e i r  r e c e n t  employment h i s t o r y  may 

o v e r s t a t e  t h e  pauc i ty  o f  t h e i r  "permanent income", by focus ing  

what i s  e s s e n t i a l l y  a " t r a n s i t o r y "  phenomenon. Second, t h e  

ev idence  i s  i n  any c a s e  ex a n t e  i n  n a t u r e  and does n o t  i n d i c a t e  

whether o r  n o t  CMTP l i f t e d  t h e s e  people  o u t  of  poverty.  

T h i r d l y ,  t h e  c a l c u l a t i o n s  do n o t  t a k e  i n t o  account  income o t h e r  

than  from employment, nor  t h e  f a c t  t h a t ,  i n  some c a s e s ,  t h e  

i n d i v i d u a l  himself  may be  a dependant.  

Another dimension of t h e  d i s t r i b u t i o n a l  i n p a c t  of  t h e  

program Loncerns how much t h e  taxpayers  i n  each  province con- 

t r i b u t e d  t o  i t s  funding through t a x e s  pa id  t o  t h e  f e d e r a l  

government, and how much each -p rov ince  recouped through f e d e r a l  

t r a i n i n g  expend i tu re s .  The c a l c u l a t i o n  procedure may be i l ! u s -  

t r a t e d  w i t h  t h e  a i d  of  a s imple  model: 

Le t  

r = percentage  o f . t o t a 1  f e d e r a l  t a x e s  r a i s e d  i n  each i 

province  

ei = percentage  o f  t g t a l  f e d e r a l  t r a i n i n g  expendi- 

t u r e s  spen t  i n  each  province  

T = t o t a l  expend. i tures  on CPITP, 

where t h e  i ' s  a r e  provinces :  i = 1, 2 .... 10. 



Now, ri r e p r e s e n t s  t h a t  percentage  of  t h e  f e d e r a l  revenues 

r a i s e d ,  and used f o r  CMTP, which i s  attributable t o  each 

province ,  wh i l e  ei r e p r e s e n t s  t h e  percentage  o f  CMTP expendi- 

t u r e s  be ing  returned t o  each province.  

The n e t  g a i n  from t r a i n i n g  may then  be w r i t t e n  

Gi = (ei  - ri) T (1 

which may be  e i t h e r  p o s i t i v e  ( i n  which c a s e  t h e  p r o v i n c e i s a n e t  

g a i n e r )  o r  nega t ive  ( i n  which c a s e  t h e  province  is a n e t  l o s e r ) .  

Tei i s  obv ious ly  t h e  t o t a l  amount expended in each 

province ,  and Tri t h e  t o t a l  amount of t r a i n i n g  funds  raised in 

each province .  C a l l t h e s e E i a n d R  , respec t ive ly ,andequa t ion  (1) 
i 

may be w r i t t e n  

Gi = (Ei - Ri)  (2) 

10 1 0  
where 1 E~ = 1 R~ = T 

i=1 i -1 

1 0  
and I G i = O .  

i=l 

Using t h e  n o t a t i o n  developed above, t h e  fo l lowing  t a b l e  

32/ C 
shows t h e  n e t  t r a n s f e r s  of t r a i n i n g  funds between t h e  provinces.  

9 I t  is  assumed t h a t  each province  c o n t r i b u t e s  t o  each f e d e r a l  
expend i tu re  i n  t h e  same propor t ion  as it  c o n t r i b u t e s  t o  
federal revenues. 



T a b l e  4-9 

NET FISCAL TRANSFERS EETWTZN PROVINCES UNDER CMTP, 1969-70 

i e i ( % )  r i (%)  T ( $  m i l l i o n )  Gi($ m i l l i o n )  

Newfoundland 4 .45  1.26 

P r i n c e  Edward 
I s l a n d  1 . 2 7  0.28 

Nova . c o t i a  6 .51  2.59 

New Brunswick 3 .11 1 . 9 1  

Quebec 

O n t a r i o  

Manitoba 3.77 4 . 4 5  - 1 . 6  

Saskatchewan 3 .12 3.93 - 2.0 

A l b e r t a  6 . 9 8  7.19 - 0 . 5  

B r i t i s h  Columbia 6.25 11 .57  -13.0 

Yukon and Northwest ,  T e r r i t o r i e s  were exc luded .  

Source :  The ei a r e  c a l c u l a t e d  •’ram Department of  Manpower and 
Immigra t ion ,  Annual  R e p o r t  1 9 6 9 - 7 0 ,  p. 1 6 ,  Appendix 3 ,  
which i s  a l s o  t h e  s o u r c e  f o r  T. The ri a r e  from 
e s t i m a t e s  by t h e  Economic Counc i l  of Canada. 

A p p a r e n t l y ,  CMTP d o e s  s e r v e t h e p u r p o s e  o f t r a n s f e r r i n g  

r e v e n u e s  i n  f a v o u r  o f  t h e  " p o o r e r "  p r o v i n c e s :  Quebec and t h e  

M a r i t i m e s .  

A s i m i l a r  e x e r c i s e  may be  u n d e r t a k e n  t o  d e t e r m i n e  t h e  

r e d i s t r i b u t i v e  e f f e c t s  by income c l a s s .  T h i s  t i m e t h e  s u b s c r i p t s  

r e f e r  t o  income c l a s s  r a t h e r  t h a n  p r o v i n c e ,  s o  t h a t  

e = p e r c e n t a g e  o f  f e d e r a l t r a i n i n g  funds  expendedupon i 
income - class i t  

r = p e r c e n t a g e  of f e d e r a l  t r a i n i n g  f u n d s  r a i s e d  from i 
income - c l a s s  i ;  



and g i  = (ei - pi) 
i s  a measure of t h e  n e t  g a i n  (pos i t ive  o r  nega t ive ) .  

The term (ei - pi), of course,  shows t h e  n e t  ga in  o r  

l o s s  of a  p a r t i c u l a r  income c l a s s a s a  percentageof  t o t a l  f e d e r a l  

t r a i n i n g  funds.  One way of making these  f i g u r e s  more comparable 

i s  to  express  them a s  a  p r o p o r t i o n  of t h e  con t r ibu t ion  of each 

income c l a s s  t o  t r a i n i n g  revenue. I n  otherwords,we compute t h e  

f i g u r e s  

# 

t o  pr-oduce Table 4-10. 

Table 4-10 

NET FISCAL TRANSFERS, BY INCOME CLASS, UNDER CMTP, 1969 

Less than 1 

1-2 

2-3 

, 3-4 

4-5 

5-6 

6-7 

7-8 

8-10 

More than 10 

I t  was assumed, f o r  purposes of  t h i n  a n a l y s i s .  t h a t  t r a i n i n g  
expendi tu res  p e r  t r a i n e e  were cons tan t .  This  is because the 
e i  a r e  simply t h e  percentage of a l l  t r a i n e e s  i n  each income 
c l a s s .  I f  average c o s t  of t r a i n i n g  were t o  d i f f e r  a s  between 
income c l a s s e s ,  t h e  e i  could n o t  be s a i d  t o  r e p r e s e n t  t h e  
percentage of  t ra in ing  ezpenditurecl going t o  each income c l a s s .  

Source: The e i  were es t imated  from Department Of Manpower and 
Immigration d a t a  from t h e i r  follow-up survey of graduates  
o f  t r a i n i n g  courses  i n  1 9 6 9 .  The r i  a r e  from es t imates  by 
t h e  Economic Council of  Canada, based on a background study 
by D. M. Paproski and J. Cousin, The Incidence of SeLccted 
f a z e s ,  b y  Province and Income Groups (mimeo., 1971). 



The figures indicate the progressivity of the 

program's inherent redistributive characteristics. 

1 .  i 
1 I -1 

4. Some Additional Features of CMTP 

i - I  A few comments seem appropriate at this juncture to 

I !  impart some further qualitative dimensiors of Canadian govern- 

nent training. First;a large proportion of the training is 

preparatory upgrading not directly related to a particular 

1 ,i 
E I' 

occupational skill. In 1973-74, for example, 20.6 per cent of 

I 
' 1 4  all trainees, or 23.8 per cent of the institutional trainees 

;I were either immigrants receiving language training, or were 

."j 
enrolled in what is known as Basic Training for Skill Develop- 

I ment (BTSD) .  his '?roper t ion has fallen in recent years, 

1 ' howeGer. In 1970-71 it was close to two-thirds. 

1' 1. BTSD training is a way of meeting the need of many 

' I workers for an improved knowledge of language and other funda- 
I 11 

mental communicative skills, as well as a better grasp of 

elementary arithmetic and science if they are either to remain 

employable under conditions of increasing technological change 

or to benefit from subsequent skill training that will further 

improve their employability and earnings in the face of such 

change .g 

Such at least was the philosophy of BTSD in the con- 

text of the strong growth-orientation of the Canadian training 

12' Planning and Evaluation Branch, Progran Development Service, 
DMI, "A Comparison of Selected Characteristics of Persons 
Authorized to Take Full-Time Training Under the General 
Purchase Agreements in 1968-69 and 1969-70", Ottawa, 
February 1971. 



program i n  i t s  e a r l y  yea r s .  It  seems, 5owever, t h . ~ t  t h e  

o r i g i n a l  o r i e n t a t i o n  o f  BTSD has  s h i f t e d  s i n c e  i t s  incep t ion  and 

t h a t  t h i s  t ype  of  t r a i n i n g  may now be i n a p p r o p r i a t e  f o r  t h e  r o l e  

t h a t  ha s  been t h r u s t  upon i t .  Ris ing  c y c l i c a l  unemployment has  

proved more of  a  problem than t echno log ica l  displacement .  And 

i t  i s  p r e c i s e l y  i n  p e r i o d s  of h igh  unemployment, h 5n s k i l l  

vacanc ies  a r e  s c a r c e  and when t r a in l l l g  f o r  p a r t i c u l a r  occupa- 

t i o n a l  s k i l l s  i s  t h e r e f o r e  hazardous,  t h a t  t h e r e  e x i s t s  t h e  

p o s s i b i l i t y  t h a t  b a s i c  t r a i n i n g  may be used, a s  it were, simply 

a s  an absorbent .  Moreover, i n  s l a c k  labour  markets  t h e  ill- 

educated worker i s  fo rced  t o  t h e  back of t h e  employment queue. 

Thusethe very  n a t u r e  of  BTSD, which i n  a  sense  f i l l s  i n  t h e  

gaps of  t h e  formal  educa t ion  system, has  appa ren t ly  given it a 

r a t h e r  s t r o n g  o r i e n t a t i o n  towards t h e  disadvantaged.  

Now, e q u i t y  appears ,  indeed,  t o  be one of  t h e  goa l s  

o f  Canadian manpower p o l i c y ,  b u t  it i s  ques t i onab le  whether 

BTSD, o r i g i n a l l y  des igned  t o  upgrade workers f a c i n g  tech-  

n o l o g i c a l  obso lescence ,  i s  t h e  most a p p r o p r i a t e  v e h i c l e  wi th  

which t o  reach  it. Educat ional  upgrading c e r t a i n l y  has  a  r o l e  

t o  p l ay  i n  broadening t h e  employment hor izons  of disadvantaged 

workers.  But it cannot ,  a lone ,  be expected t o  aesune t h e  t a s k  

o f  f u l f i l l i n g  manpower p o l i c y ' s  o b l i g a t i o n s  t o  the  e q u i t y  goa l .  

One fundamental d i l e rma ,  o f  cou r se ,  i s  t h a t  while  

BTSD cou r se s  a r e  o r i e n t e d  t o  t h e  poor ly  educated,  they are 

e x c l u s i v e l y  i n s t i t u t i o n a l  i n  n a t u r e .  Many a d u l t s  simply do n o t  

have t h e  staying-power t o  s i t  i n  c lassrooms f o r  ex tendedper iods  

and " t h e  problem o f  s u s t a i n i n g  t r a i n e e  i n t e r e s t  i s  l i k e l y  t o  be 



p a r t i c u l a r l y  a c u t e  i n  c a s e s  where t h e  i n d i v i d u a l  ha s  had very 

l i t t l e  formal  educa t ionw.34 /  r!hat i s  r e q u i r e d  f o r  such persons ,  

accord ing  t o  t h e  Economic Counci l ,  i s  "a  combination o f  

s p e c i a l i z e d  and d i v e r s i f i e d  programs adapted t o  t h e i r  p a r t i c u -  

l a r  needs.  These might involve  s p e c i a l  counse l l i ng ;  new 

mot iva t iona l  t echniques ;  t r a i n i n g  through work exper ience ;  

inproved community p a r t i c i p a t i o n ;  a s  w e l l  a s  educa t iona l  

upgrading. 

The second major f e a t u r e  of f e d e r a l  government- 

sponsored t r a i n i n g  i n  Canada i s  t h a t ,  un1i)ce t h e  system o f  

s e v e r a l  o t h e r  c o u n t r i e s ,  it i s  conducted predominantly i n  

i n s t i t u t i o n s  r a t h e r  t han  i n  i n d u s t r y ;  82.9 p e r  c e n t  of  t r a i n i n g  
( 

expend i tu re s  i n  f i s c a l  y e a r  1973-74 went t o  i n s t i t u t i o n a l  

t r a i n i n g ,  whereas i n  t h e  United S t a t e s ,  about 73 pe r  c e n t  of 

f e d e r a l  t r a i n i n g  expend i tu re s  go t o  programs invo lv ing  t r a i n i n g  

36/ and "work expe r i ence"  i n  indus t ry . -  

. A s  no ted  e a r l i e r  i n  t h i s  c h a p t e r ,  f e d e r a l l y -  

sponsored i n - i n d u s t r y  t r a i n i n g  i n  Canada has  s u f f e r e d  a r e l a -  

t i v e  d e c l i n e  i n  r e c e n t  y e a r s .  One of t h e  major problems i s  

probably t h e  p e r v a s i v e l y  h igh  c y c l i c a l  unemployment which has  

been appa ren t  du r ing  t h e  pe r iod  s t u d i e d .  s u b s i d i e s  notwith- 

s t and ing ,  it i s  d i f f i c u l t  t o  pereuade employers t o  h i r e ,  or 

- 34/ "The E f f ec t ivenes s  of T ra in ing  Under t h e  Canada Manpower 
T ra in ing  Programn, a  r e p o r t  o f  t h e  Review and Assessment 
Sub-committee o f  D M 1  t o  t h e  Federa l -Provinc ia l  Committee 
of Deputy M i n i s t e r s  on CMTP, pp. 11 and 1 2 .  - 35/ E i g h t h  Annual Reviaw, op. c i t . ,  p. 109 .  

- 36/ See f i g u r e s  i n  Table 4-11, below. 



even  r e t a i n ,  w o r k e r s  d u r i n g  p e r i o d s  o f  s l a c k .  F u r t h e r ,  i t  i s  

c o n c e i v a b l e  t h a t  t h i s  t r a i n i n g - i n - i n d - u s t r y  may f a c e  t h e  problem 

o f  h a v i n g  t o  cas t  o f f  t h e  o l d  image ,  i n  many e m p l o y e r s '  minds ,  

o f  a " w e l f a r e  p rog ram" .  T h a t  i s ,  e m p l o y e r s ,  o f  t h e i r  own 

v o l i t i o n ,  t e n d  t o  h i r e  t h e  young r a t h e r  t h a n  t h e  o l d ,  t h e  w e l l -  

e d u c a t e d  r a t h e r  t h a n  t h e  p o o r l y - e d u c a t e d ,  and  t h e  p h y s i c a l l y  

s t r o n g  r a t h e r  t h a n  t h e  h a n d i c a p p e d .  Dl41 h a s  i n c r e a s i n g l y  

viewed i n d u s t r y  t r a i n i n g  as a way o f  e n c o u r a g i n g  e m p l o y e r s  t o  

h i r e  and  t r a i n  d i s a d v a n t a g e d  c l i e n t s .  

The r e l a t i v e  a d v a n t a g e s  a n d  d i s a d v a n t a g e s  o f  t h e  work- 

p l a c e  and  t h e  i n s t i t u t i o n  a s  t h e  s e t t i n g  f o r  o c c u p a t i o n a l  

t r a i n i n g  c o n s t i t u t e  t h e  s u b j e c t  matter o f  t h e  n e x t  c h a p t e r .  

Our p r e s e n t  p u r p o s e  i s  s i m p l y  t o  emphas i ze  t h e  c o m p a r a t i v e  

m i n u t e n e s s  o f  t r a i n i n g  i n  i n d u s t r y  i n  ~ a n a d a . 3 7 ~  F u r t h e r ,  how- 

e v e r ,  it i s  a p p a r e n t  t h a t  t h e r e  are c a s e s  o f  r o u g h l y  s i m i l a r  

o c c u p a t i o n a l  s k i l l s  b e i n q  i m p a r t e d  by b o t h  i n s t i t u t i o n a l  and  

i n - i n d u s t r y  t r a i n i n g .  T h i s  s u g g e s t s  o n e  o f  two t h i n g s :  e i t h e r  

t r a i n i n g - i n - i n d u s t r y  a n d  i n s t i t u t i o n a l  t r a i n i n g  a r e  e q u a l l y  

e f f e c t i v e  a n d  p e r f e c t l y  s u b s t i t u t a b l e  a l t e r n a t i v e  means o f  

s k i l l - a c q u i s i t i o n ,  wh ich  i s  a t  leas t  q u e s t i o n a b l e ;  o r  some 

s k i l l s  aye p r e s e n t l y  b e i n g  i m p a r t e d  by a n  i n a p p r o p r i a t e  method.  

What i s  needed  i s  c a r e f u l  s t u d y  Of t h e  r e l a t i v e  e f f i c a c y  o f  

e a c h  method o f  t r a i n i n g  f o r  d i f f e r e n t  o c c u p a t i o n s  and /o r  

w o r k e r s .  S u g g e s t i o n s  f o r  s u c h  a s t u d y  are c o n t a i n e d  i n  

C h a p t e r s  5 and  6 .  

I t  i s  i n t e r e s t i n g  t h a t  s e v e r a l  o f  t h e  p r o v i n c e s  mount t h e i r  
own t r a i n i n g  i n  i n d u s t r y  p r o g r a m  ( i n c l u d i n g  a n  OJT compo- 
n e n t !  i n d e p e n d e n t l y  o f  t h e  f e d e r a l  gove rnmen t ,  t h e  O n t a r i o  
e f f o r t  b e i n g  p a r t i c u l a r l y  l a r g e .  



T a b l e  4-11 

A CObIPARISOIJ OF TH!: PROPORTIO>IS OF INDUSTRY-BASED AND 
INSTITUTIOI<AL TRAIY1::JG PROGRXIS  FUNDZD SY THF FEDERAL 

GOVEIIYMENTS OF CA:JADA (1- ) AND THE UNITED STATES ( 2 )  

U n i t e d  S t a t e s  ( 3 )  Canada ( 4 )  
I n s t i t u t i o n a l  I n d u s t r y  I n s t i t u t i o n a l  1nd.us t ry  

T x d i n i n g  T r a i n i n g  T r a i n i n g  T r a i n i n q  

T r a i n e e s  48 .3  51 .7  86 .6  13 .4  

E x p e n d i t u r e s  27.0 7 3 . 0  82 .9  1 7 . 1  

( 3 )  I n  t h e  U n i t e d  S t a t e s  p o s t  i n s t i t u t i o n a l  t r a i n i n g  i s  c o n d u c t e d  
u n d e r  t h e  Nanpower Deve lopnen t  and  T r a i n i n g  A c t ,  which a l s o  
h a s  a l a r c j c  O J T  c o z p o n e n t .  I n  a d d i t i o n  t o  MDTA, however,  t h e  
U n i t e d  S t a t e s  h a s  a  l a r g e  number o f  t r a i n i n g  programs which 
i n v o l v e  work e x p e r i e n c e  i n  i n d u s t r y ,  s u c h  a s :  J o b  Oppor tun i -  
t i e s  i n  t h e  B u s i n e s s  S e c t o r  (JOBS), O p e r a t i o n  Mains t ream,  
Nork I n c e n t i v e  Program, e tc .  

( 4 )  I n  Canada ,  unde r  CMTP, t h e  Canada Manpower I n d u s t r y  T r a i n i n g  
Program (CXITP) c o n s i s t s  o f  T r a i n i n g  i n  I n d u s t r y  (which i s  
wha t  was e a r l i e r  r e f e r r e d  t o  a s  " v e s t i b u l e  t r a i n i n g " )  and t h e  
Canada Ifanpower T r a i n i n g  o n  t h e  J o b  P r o g r a ~ n  (CIITJP) . The 
l a t t e r  i s  f u r t h e r  d i v i d e d  i n t o  o n - t h e - j o b  programs f o r  t h e  
d i s a d v a n t a g e d ,  f o r  s k i l l  s h o r t a g e s ,  and  f o r  j ob  c r e a t i o n .  

S o u r c e :  A n e r i c a r ~  f i g u r e s  come from t h e  U . S .  D e p a r t m e n t o f L a b o r ,  
p..- J L n p ~ w e r  - R e p o r t  of t h e  P r e s i d e n t  2 9 7 4 ,  T a b l e  F-1; 
Canad ian  f i g u r e s  a r e  f rom Manpower Programs I n f o r m a t i o n  
f o r  p r e s e n t a t i o n  t o s t a n d i n g  S e n a t e c o m m i t t e e  o n N a t i o n a l  
F i n a n c e  "Manpower T r a i n i n g " ,  D e p a r t n e n t  o f  Manpower a n d  
I n m i g r a t i o n ,  F e b r u a r y  1 9 7 5 ,  Appendix 1, C h a r t s  3 and 4 .  

5 .  C o n c l u s i o n s  

With r e g a r d  t o  s t a b i l i z a t i o n ,  some o f  t h e  d a t a  we have  

p r e s e n t e d  s u g g e s t  t h a t  t h e  program o 2 e r a t e s  i n  a c o u n t e r s e a s o n a l  

and  ( l e s s  c e r t a i n l y ,  g i v e n  l i m i t e d  e x p e r i e n c e  t o  d a t e )  i n  a  

c o u n t e r c y c l i c a l  manner.  Bu t  a n a g g i n g  q u e s t i o n  r e r a i n s :  d o e s  

CMTP, i n  t h i s  c o n t e x t ,  s e r v e  s i m p l y  t o  r o t a t e  t h e  f a n e s  i n  t h e  



employment queue? Is it s imply  t e m p o r a r i l y  a b s o r b i n g  unemployed 

workers  whose t r a i n i n g  may s t i l l  f a i l  t o  e q u i p  t h e n  f o r  a  job?  

Is i ts  " ~ t a b i l i z i n g ~ ~  e f f e c t  no more t h a n  t h e  a r t i f i c i a l  reduc-  

t i o n  o f  t h e  unemployment s t o c k  d u r i n g  s e a s o n a l l y  and c y c l i c a l l y  

s l a c k  p e r i o d s ?  For  t h i s  i s  what i s  s u g g e s t e d b y t h e  i n o r d i n a t e l y  

l a r g e  emphas i s  on B a s i c  T r a i n i n g  f o r  S k i l l  Development: t r a i n e e s  

a c q u i r e  c o m u n i c a t i v e  s k i l l s  b u t  may s t i l l  n o t h a v e a  " v o c a t i o n " .  

Moreover,  i n  t h e  s k i l l  c o u r s e s  p e r  s e  many t r a i n e e s  a r e  a d m i t t e d  

t o  l e a r n  s k i l l s  which a r e  g e n e r a l l y  i n  d e c l i n i n g  demand. 

Moreover,  d e s p i t e  t h e  e v i d e n c e  p o i n t i n g  t o a s t r o n g  and 

i n c r e a s i n g  o r i e n t < . c i o n  towards  t h e  d i s a d v a n t a g e d ,  t h e  model 

u s e d  t o  e v a l u a t e  CMTP d o e s  n o t i n c o r p o r a t e  anymethod o f w e i g h t i n g  

t o  t a k e  a c c o u n t  o f t h c  r e c i i s t r i b u t i o n o b j e c t i v e .  F u r t h e r ,  a l t h o u g h  

one of t h e  s t a t e d  p u r p o s e s  o f  t h e  b e n e f i t - c o s t  node l  i s  t o  ~ w r m i t  

a  c o n t i n u a l  m o n i t o r i n g  o f  t h e  p e r f o r ~ . m n c e  o f t h e t r a i n i n g  sys tem,  

t h e  " l e a r n i n g  feedback"  f u n c t i o n  h a s  n o t  been p a r t i c u l a r l y  

d i s t i n g u i s h e d  -- a s  t h e  problems a t t e n d a n t  t o  t h e  STSD and 

I n d i s t r y  T r a i n i n g  components o f  t h e  program a t t e s t .  

The q u e s t i o n  o f  t h e  most  a p p r o p r i a t e  environment  f o r  

o c c u p a t i o n a l  t r a i n i n g  -- t h e  i n s t i t u t i o n  o r  t h e  work p l a c e  -- 
i s  t h e  o n e  t o  which w e  t u r n  i n  t h e  n e x t  c h a p t e r .  I t  remains  a t  

t h i s  p o i n t  t o  r e a f f i r m  an e a r l i e r  a l l u s i o n  -- namely,  t h a t  t h e  

ambiguous n a t u r e  o f  CMTP's g o a l s  makes s y s t e m a t i c  e v a l u a t i o n  o f  

i t s  p e r f o r n a n c e  v e r y  d i f f i c u l t .  S i n c e  t h o  g o a l s  t o  which t h e  

program i s  a p p a r e n t l y  o r i e n t e d  a r e  n o t  a lways  c o m p l e t e l y  

complementary i t  i s  l i k e l y  t h a t  i n  p u r s u i n g  a n  a r r a y  o f  o b j e c -  

t i v e s ,  it a t t a i n s  none o f  them f u l l y .  When t h e  a r r a y  o f  



a l t e r n a t i v e  means t o  e a c h  o f  t h e  e n d s i s c o n s i d e r e d , t h e e f f i c a ~ y  

of  t h e  F r o g r a n  i s  c l e a r l y  questionable. The p a n a c e a - l i k e  a u r a  

which sur rounded  manpower t r a l n i n g  programs i n  t h e  e a r l y  ' 6 0 ' s  

seems i n a p p r o p r i a t e  a p p l i e d  t o  t h e  economic r e a l i t i e s  o f  t h e  

l a s t  few y e a r s  -- when t h e  s t r u c t u r a l i s t  f e a r s  o f  a  decade ago 

appear  a  l u x u r y  i n  t h e  l ~ g h t  o f  t h e  l a b o u r  m a r k e t ' s  c u r r e n t  

c y c l i c a l  woes. 

P o l i t i c a l  a c c e p t a b i l i t y  o f  t h e  program (compared t o  

" s u b s ~ d i z i n g  peop le  i n  i d l e n e s s  and s l o t h " )  h e l p s  a c c o u n t  f o r  

i t s  expans ion  t o  d a t e ,  b u t  c l a r i f i c a t i o n  o f  o b j e c t i v e s  and 

g r e a t e r  f l e x i b i l i t y  i n  a d a p t i n g  t o  changing c i r c u m s t a n c e s  seem 

n e c e s s a r y  t o  enhance i t s  e f f e c t i v e n e s s .  



CHAPTER 5 

IPJSTITUTIONAI, TRAINITJG OR O J T ?  -- THEORY AND EVIDENCE 

1. I n t r o d u c t i o n  

A s  a  p r e l u d e  t o  t h e  p r e s e n t a t i o n  o f  some new e v i d e n c e  

on t h e  r e l a t i v e  e f f i c i e n c y  o f  on- the - job  and i n s t i t u t i o n a l  

t r a i n i n g  programs i.n Canada, t h e  purpose  o F  t h e  p r e s e n t  

c h a p t e r  i s  t o  rev iew t h e  l i t e r a t u r e  f o r  a p r i o r i  arguments ,  and 

e m p i r i c a l  e v i d e n c e ,  on t h e  r e l a t i v e  m e r i t s  o f  t h e  two methods 

o f  t r a i n i n g .  

There  a r e ,  o f  c o u r s e ,  a  n u r b e r  o f  h y b r i d  t r a i n i n g  

sys tems  which employ combina t ions  o f  i n s t r u c t i o n  and e x p e r i e n c e  

on t h e  job w i t h  i n s t i t u t i o n a l  t r a i n i n g  i n  v a r y i n g  measures .  

The a p p r e n t i c e s h i p  sys tem i n  many c o u n t r i e s  d o e s ,  i n  f a c t ,  

combine t h e  two t y p e s  o f  t r a i n i n g .  The p r e s e n t  s t u d y  does  n o t  

a d d r e s s  t h e  a p p r e n t i c e s h i p  sys tem p e r  s e .  R a t h e r ,  OJT and 

i n s t i t u t i o n a l  t r a i n i n g  a r e  viewed a s  two b road ly -def ined  a l t e r -  

n a t i v e  ways o f  i m p a r t i n g  s k i l l s  o v e r  a  somewhat wider  r ange  o f  

o c c u p a t i o n s  t h a n  i s  g e n e r a l l y  s e r v e d  by t h e  a p p r e n t i c e s h i p  

sys tem -- r e c o g n i z i n g ,  o f  c o u r s e ,  t h a t  i n  some c a s e s  a  combina- 

t i o n  o f  t h e  two may p rove  s u p e r i o r  t o  t h e  e x c l u s i v e  u s e  o f  one 

o r  t i le  o t h e r  t r a i n i n g  method above.  

I t  w i l l  he  s e e n  t h a t  t h e r e  i s  a  r e l a t i v e  d e a r t h  of  

comprehensive  s t u d i e s  o f  t h e  t o p i c  and t h a t  t h e  s c a t t e r e d  

n a t u r e  o f  t h e  t h e o r e t i c a l  arguments  and e m p i r i c a l  e v i d e n c e  

r e f l e c t s  t h e  s p e c i f i c  i n t e r e s t s  and problems o f  i n v e s t i g a t o r s  

i n  a  p a r t i c u l a r  p l a c e  and t ime  p e r i o d ,  i n  a d d i t i o n  t o  t h e  



c o n p l e x i t y  o f  t h e  problem a s  a  whole. I t  i s  p a r t i c u l a r l y  

a p p a r e n t  t \ a t  t h e  c o n c l u s i o n s  one  a t t e m p t s  t o  draw de?end 

c r i t i c a l l y  upon such c o n s i d e r a t i o n s  a s  t h e  s t a n d p o i n t  from 

which t h e  e v a l u a t i o n  i s  cond-ucted -- t h a t  o f  t h e  i n d i v i d u a l  

worker ,  h i s  employer,  a  s p o n s o r i n g  government agency,  o r  

s o c i e t y ;  t h e  o b j e c t i v e s  o f  t h e  t r a i n i n g  a c t i v i t y ;  i t s  scale, 

l o c a t i o n ,  c l i e n t s l e ,  l e g i s l a t i v e  p r o v i s i o n s ,  and s o  f o r t h .  

It  i s  n e v e r t h e l e s s  c o n s i d e r e d  u s e f u l  t o  s u r v e y  t h e  

e x i s t i n g  l i t e r a t u r e  f o r  background i n f o r m a t i o n  germane t o  t h e  

p r e s e n t  d e b a t e .  Subsequent  s e c t i o n s  p r e s e n t  a  number o f  a 

p r i o r i  p r o p o s i t i o n s  and t h e o r e t i c a l  arguments ,  fo l lowed  by a  

d e s c r i p t i o n  o f  some e m p i r i c a l  s t u d i e s .  

2 .  A P r i o r i  P r o p o s i t i o n s  and T h e o r e t i c a l  Arguments 

Many i n d u s t r i a l i z e d  c o u n t r i e s  have accumulated a  v a s t  

e x p e r i e n c e  w i t h  a l t e r n a t i v e  t y p e s  o f  t r a i n i n g  f o r  work. Very 

l i t t l e  of  t h i s  e x p e r i e n c e  h a s  been s y s t e n a t i c a l l y  a n a l y s e d  f o r  

t h e  purpose  o f  a s s e s s i n g  t h e  r e l a t i v e  e f f i c i e n c y  o f  a l t e r n a t i v e  

sys tems .  A l a t e r  s e c t i o n  w i l l  d e s c r i b e  t h e  few formal  a n a l y s e s  

which have been under taken  t o  d a t e .  The aim o f  t h i s  s e c t i o n  i s  

t o  r a i s e  a number o f  c o n s i d e r a t i o n s  which s e r v e  t o  i l l u s t r a t e  
, 

t h e  problem of c h o i c e  between i n s t i t u t i o n a l  and OJY programs. 

I t  s h o u l d  be mentioned f i r s t  t h a t  v a r i a n t s  o f  OJT 

have a  f i r m  t r a d i t i o n  o f  many c e n t u r i e s  t o  recommend them, and 

we s p e c u l a t e  t h a t  t h e r e  e x i s t s  today  a n  e x t r e m e l y  l a r g e  body o f  

human c a p i t a l  which owes i t s  f o r m a t i o n  t o  some form o f  t r a i n i n g  
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i n  t h e  work p l a c e .  Though few s t u d i e s  o f  t h e  magnitude o f  t h e  

on- the- job t r a i n i n g  a c t i v i t i e s  i n  the economy have been undcr- 

t a k e n ,  a  U . S .  Labor Department su rvey  s u g g e s t s  it is  l a r g e .  

For  t h i s  s t u d y  b l u e - c o l l a r  workers  were asked  t o  i d e n t i f y  a l l  

t h e  ways i n  which t h e y  had l e a r n e d  t o  do t h e i r  c u r r e n t  job ,  and 

t h e n  t o  s e l e c t  t h e  way t h a t  had proved most h e l p f u l .  I n  answer 

t o  b o t h  q u e s t i o n s ,  workers  i n  a l l  o c c u p a t i o n s  s a v e  too l -and-d ie  

makers s p e c i f i e d  some form o f  OJT more f r e q u e n t l y  t h a n  s c h o o l s ,  

t h e  arme? f o r c e s ,  o r  company c lass room t r a i n i n g .  Only 40 p e r  

c e n t  o f  t h e  r e s p o n d e n t s  d e c l a r e d  t h a t  t h e y  were u s i n g  s k i l l s  

t h a t  t h e y  had a c q u i r e d  i n  fo rmal  t r a i n i n g  programs o r  i n  

s p e c i a l i z e d  e d u c a t i o n .  I n  a d d i t i o n ,  most o f  t h e s e  r e p o r t e d  

t h a t  some o f  t h e  s k i l l s  t h a t  t h e y  were c u r r e n t l y  u s i n g  had been 

a c q u i r e d  i n  i n f o r m a l  on- the- job t r a i n i n g .  The remaining 60 p e r  

c e n t  r e p o r t e d  t h a t  t h e y  had a c q u i r e d  aZZ o f  t h e i r  job s k i l l s  

th rough  i n f o r m a l  OJT.  Even among c o l l e g e  g r a d u a t e s ,  o v e r  two- 

t h i r d s  r e p o r t e d  hav ing  a c q u i r e d  c o g n i t i v e  job  s k i l l s  th rough  

i n f o r m a l  p r o c e s s e s  on  t h e  j0b.L' 

It may be argued., o f  c o u r s e ,  t h a t  some degree  o f  OJT 

i s  e s s e n t i a l  f o r  a l m o s t  a l l  j o b s ,  F a m i l i a r i t y  w i t h  t h e  a c t u a l  

work environment ,  p h y s i c a l  p l a n t ,  materials,  co-opera t ing  

p e r s o n n e l ,  t h e  i n s t i t u t i o n a l  r u l e s  o f  t h e  work p l a c e ,  and t h e  

d i s c i p l i n e  and regimen of  t h e  job  i t s e l f  are r e q u i r e d  for 

s a t i s f a c t o r y  performance.  Indeed ,  many managers r a t i o n a l i z e  

1 -/ U . S .  Department o f  Labor,  For8mal O c c u p a t i o ~ a l  T r a i n i n g  o f  
A d u l t  Workers, Fanpower/Automation Research Monograph, 
No. 2 ,  December 1964, pp.  3 ,  1 8 ,  2 0 1  4 3 - 4 5 .  

\ 
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t h e i r  dependence upon OJT a s  opposed t o  i n s t i t u t i o n a l  t r a i n i n g  

on t h e s e  grounds. The a b i l i t y  t o  an t ic ip ,ce  and d iagnose  

t r o u b l e  on a  p i e c e  o f  o p e r a t i n g  equipment, f o r  example, r e q u i r e s  

c l o s e  a s s o c i a t i o n  w i th  t h a t  equLLmen t  over  a  prolonged pe r iod  of  

t ime.  S i m i l a r l y ,  t h e  p h y s i c a l  co-ord ina t ion  involved i n  r a p i d ,  

e f f i c i e n t  assembly r e q u i r e s  p r a c t i s e  w i th  t h e  components them- 

s e l v e s .  Such c o n d i t i o n s  a r e  d i f f i c u l t  t o  s imu la t e  i n  t h e  formal  

c lassroom s e t t i n g .  I n  t h e  work p l a c e ,  moreover, t h e  re levance  

of t h e  i n s t r u c t i o n  t o  t h e  job is  more immediately appa ren t ,  

which makes f o r  a  more a t t e n t i v e  s t u d e n t .  2/ 

Resu l t s  o f  a  r e c e n t  company survey  i n  t h e  United 

S t a t e s  i n d i c a t e  t h a t  most o f  t h e  f i rms  under s tudy  f e l t  t h a t  

v o c a t i o n a l  educa t ion  f o r  p a r t i c u l a r  jobs provides  inadequate  

p r e p a r a t i o n  f o r  r e l a t e d  company p o s i t i o n s ,  and t h a t  the  t i m e  

r equ i r ed  f o r  on-the-job t r a i n i n g  is  n o t  s i g n i f i c a n t l y  less f o r  

workers who have gone through a  voca t iona l  school  course  than 

f o r  workers promoted wi thout  p r e p a r a t i o n  f o r  t h e  job. y 

Such arguments i n  favour  o f  OJT a r e ,  however, by no 

m a n s  u n i v e r s a l l y  a p p l i c a b l e .  There a r e  many occupat ions  f o r  

which OJT cannot  s u b s t i t u t e  wholly f o r  some degree  of i n s t i t u -  

t i o n a l  t r a i n i n g  -- i n  t h e  h ighe r  p r o f e s s i o n a l  c l a s s i f i c a t i o n s ,  

f o r  example, where many y e a r s  o f  c lassroom i n s t r u c t i o n  are 

P i o r e ,  M. J . ,  'On-the-Job Tra in ing  an2 Adjustment t o  Techno- 
l o g i c a l  Change", JournaZ o f  Human Resouroes,  F a l l  1968. 

?' Perlman, R. , "OJT i n  Milwaulrm -- Nature,  Extent, and 
Re la t i onsh ip  t o  Vocat ional  Educat ion",  Center  f o r  S t u d i e s  i n  
Voca t iona l  and ~ e c h n i c a l  Educat ion,  Un ive r s i t y  of Wisconsin, 
I n d u s t r i a l  Re l a t i ons  Research I n s t i t u t e ,  June 1969. 



unavoidable. Moreover, the relative appropriateness of the two 

methods depends upon a host of factors, including.the aim of 

the training,%' and the characteristics of the personnel to be 

served, as well as upon the particular occupation in question. 

Eowever, while it seems reasonable to suggest that many occupa- 

tions require a fairly heavy concentration on theoretical 

concepts which nay best be comunicated in the classroom, this 

does not of course exclude the classroom-in-the-factory 

phenomenon. Indeed, it may be argued that experienced instruc- 

tors in industry may be in a better position than their 

institutional counterparts to judge how much theory is required 

for a particular job, and what aspects of that theory are rele- 

vant and to be emphasized. 

Proponents of institutional training have on occasion 

pointed to the economic advantages of utilizing the capacity of 

existing buildings more fully. But rental of space may not 

prove to be so significant a factor when compared to the advan- 

tages which OJT may enjoy with respect ta the availability of 

skilled instructors and access to relevant machiney and equip- 

ment. In general, it probably "doesn't pay for schools to 

4 -' Suppose, for example, that the two met.hods are, in all other 
respects, equally suitable means of importing a particular 
skill. If, then, the aim is to furnish "general" training 
the specificity of a particular firm's work place may be 
excluded in favour of a classroom setting. 



etc. , e s p e c ~ ~  ' 1- !C :' x-i-I-13ra7 q u i p w 7 . .  AS L! SF tnly a  
c f 

few h o u r s  p e >  lay. ' -  

o r d i n a t e l y  expens ive  :G p r e v e n t  b c t h  trai- her^ a p ~  c q u i ~ m e n t  

from becoming o b s o l e s c e n t .  

One argumerlt f r e q n n n t l y  l e v e l l  : a g a i n s t  O J T  is  t h a t  

i t  t e n d s  t o  be  " s p e c i f i c "  i n  n a t u r e .   ha< i s ,  it t e n d s  t o  

impa?t s k i l l s  which a r e  r e l e v a n t  t o  t h e  p e c u l i a r i t i e s  o f  t h e  

p a r t i c u l a r  o r g a n i z a t i o n  and p r o d u c t i o n  p r o c e s s  o f  t h e  f i r m  i n  

which it is  u n d e r t a k e n ,  s o  t h a t  t h e  t r a i n e e  cannot  r e a d i l y  

a p p l y  h i s  a c q u i r e d  s k i l l s  i n  a n o t h e r  f i r m .  There  is ,  indeed ,  

e v i d e n c e  tc s u p p o r t  t h i s  c o n t e n t i o n  i n  t h e  c a s e  o f  OJT  p rogra@\s  
,- l 

i n  0 n t a r i o Y  and a s i m i l a r  c r i t i c i s m  h a s  been made o f - t h e  

syscem o p e - a t i n g  i n  t h e  Uni ted  KingCcm under  t h e  - n d u s t r i a l  

T r a i n i n g  A c t  .-- " However, t h e  v e r y  s p e c i f  i t y  o f  h i s  t r a i n i n g  

may make t h e  on- the - job  t r a i n e e ' s  employnent p r o s p e c t s  w i t h  h i s  

company b e t t e -  t h a n  t h o s e  o f  h i s  i n s t i t u t i o n a l l y - t r a i n e d  

c o m p e t i t o r ,  

2' R i v l i n ,  ?dice, "Crir cai I s s u e s  i n  t h e  Development o f  Voca- 
t i o n a l  Educa t ion" ,  c 11 of  Bowen, G . ,  and Harbison,  F. H . ,  
UnernpZo,Te?:t iv a 2 - ,  - ~ e r o t l s  E c s  ,cry, Repor t  of t h e  P r i n c e t o n  
Manpower Svmposiurn, Yiy 13-14, 1 9 6 5 ,  p. 161 .  

5' See S t t r , a g .  A . ,  and j h i t t i n g h a n .  5 . .  "An A n a l y s i s  o f  t h e  
C h a r a c t e r i s t i c s  of T r a i n e e s  from S e l e c t e d  Government- 
Sponsored On-the-Job T r a i n i n g  Programmes i n  O n t a r i o " ,  Re-  

- ,  s e a r c h  Branch, O n t d r i o  Department o f  Labour,  March 1970.  

1/ Le. 9 ,  D . ,  and C h i p l i n ,  B . ,  "The Economics of I n d u s t r i a l  
T r a i n i n g " ,  LZoyds Bank R e v i e w ,  A p r i l  1 9 7 0 ,  pp. 29-41. 
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Indeed, one of the strongest points to be made in 

favour of OJT is simply that it places the trainee in the employ 

of a particular firm, so that he enjoys the financial and 

psychological rewards of income and employment during the 

training period. Of course, trainees may receive living allow- - 
ances enabling them to undertake institutional courses, and 

counselling and placement services are frequently available to 

then upon completion. But in the case of OJT, "the employer's 

participation in such an arrangement supports a high expecta- 

tion that the program will culminate in a job for the 

trainee. I1 g./ 

Depending upon the aims of the training proqram with 

respect to the clientele to be served, OJT nay again have 

advantages from the psychological point of view. Thus, if it 

is felt that the training program should in some degree be 

oriented towards the "hardcore unemployed", the "disadvantaged", 

etc. -- those with educational deficiencies, low skills, and 
unstable employment history -- then there may be considerable 
psychological barriers associated with the attempt to undertake 

training for such persons in a classroom setting. The dis- 

advantaged trainee may already have failed in such an environ- 

ment and nay respond more readily to OJT. As Weber notes, "a 

strong case can ... be made for slotting those workers with the 

Weber, A .  R., "The Role and Limit of National Manpower 
Policies", ~ n d u s t r i a l  Relations Researzh Assooiation, 
Proceedings, l8th.Annual Winter Meeting, Yew York, 
December 28-29, 1965, p. 42. 



least likelihood of finding jobs on their own initiative into 

those programs with the highest intrinsic probabilities of 

Institutional training is sometimes advocated on the 

grocnds that it permits the enjoyment of "economies of scale". 

Certainly there is evidence that, where training is to be 

undertaken in industry, the small firm may be at a disadvantage 

compared to its larger neighbours.- lo/ Despite the help of 

goverment subsidization, the small firm nay still not have the 

resources to establish a training scheme capable of meeting the 

requirements specified by the manpower authorities. To this 

extent there exists the possibility of inequitable distribution 

of training assistance as between small and large firms. How- 

ever, there is some evidence from the British experience that 

this problem may be overcome by the formation of group training 

schemes undertaken by several small firms in concert .w 
Government-funded on-the-job training is occasionally 

criticized on the grounds that recruitment and training are a 

normal cost of doing business, and that subsidization is merely 

a way of substituting (with a windfall gain to the employer) 

what would normally have to be undertaken anyway. It may be 

argued, however, that in essence the same reasoning applies 

equally to institutional traicing: to the extent that the 

government foots the bill, the employer enjoys a subsidy in the 

2' I b i d .  , P. 4 3 .  - - - lo/ Lees and Chiplin, o p .  .it., pp. 35-36. 

- 11' Ibid. , p. 36. 



attainment of the skills he requires. Surely, the point is 

that if the government, for whatever reasons, feels the 

justification for involvement in the training field, then the 

problem boils down to the question of which of the two methods 

is the more appropriate for fulfilling the particular objec- 

capacity constraints appear somewhat more severe. Of course, 

it is sometimes argued that ed-ucational institutions carry some 

idle capacity: people point to empty classrooms and ask "why 

not a shift system?" While this may be feasible in some cases, 

many institutions already do have evening classes scheduled and 

Strictly speaking, the argument is more complex. The 
extent and distribution of subsidy will differ under the 
two types of training, as will the specificity of the 
training. 

121 tives at hand, since substitution will occur anyway.- 

It is worth re-emphasizing that considerations of the 

kind outlined above must be set in the perspective of the aims 

of the training program under consideration. If, for example, 

the program is designed to op -ate in a countercyclical manner, . - 
then flexibility is a key criterion. The advantage of OJT in 

this context is that during a recessionary period the idle 

capacity of the firm can be put to good use: space, machinery 

and eq, ipment, instructors, Loremen, and skilled workmen can 

be utilized ; ~ r  training. It is well known that during cyclical 

downturns firms tend to *'hoardw their skilled labour anyway, and 

in such periods they nay, themselves, tend to do more training. 

For institutional training, on the other hand, the 



t h e  l i m i t i n g  f a c t o r  may i n  any c a s e  be complementary i n p u t s  

such a s  t e a c h e r s  and suppor t  s t a f f ,  and n o t  t h e  p h y s i c a l  

f a c i l i t i e s .  

However, t h e  supposed f l e x i b i l i t y  of OJT is n o t  

e n t i r e l y  appa ren t ,  p a r t i c u l a r l y  i f  s u b s i d i e s  a r e  pa id .  Where a  

government e n t e r s  i n t o  c o n t r a c t s  w i th  f i r m s  t o  r e t a i n  and t r a i n  

workers who n i g h t  o the rwi se  have been l a i d  o f f ,  a  s h a r p  up turn  

i n  t h e  l e v e l  of economic a c t i v i t y  could  l e a v e  f i r m s  w i t h ,  a s  it 

were, a  b u i l t - i n  c a p a c i t y  c o n s t r a i n t  i n  t h e  form o f  t h e i r  

t r a i n i n g  commitments. E f f o r t s  devoted t o  t r a i n i n g  by foremen 

and s k i l l e d  workers n i g h t  c o n f l i c t  s h a r p l y  w i t h  t h e  need t o  

f i l l  new o r d e r s .  I n  view of  t h e  i n f l a t i o n a r y  b o t t l e n e c k s  

which could  r e s u l t  i n  such c i rcumstances  t h e  t iming  of con- 

t r a c t s  would have t o  be  adminis te red  w i t h  a  s h a r p  eye  on 

economic c o n d i t i o n s .  A f u r t h e r  sa feguard  might be "escape" 

c l a u s e s  f o r  employers,  s o  t h a t  sudden upswings i n  product  

demand would n o t  s imply be r e f l e c t e d  i n  p o t e n t i a l l y  i n f l a -  

t i o n a r y  o r d e r  b a c k 1 o g s . g  , 

Thus, i f  s t a b i l i z a t i o n  i s  the major goa l  o f  a t r a i n -  

i n g  program, t h e r e  a r e  r ea sons  to b e l i e v e  t h a t  OJT fnay be a 

less i n f l a t i o n a r y  method of absorb ing  t h e  unemployment which 

might o the rwi se  r e s u l t  from d e f l a t i o n a r y  demand management. I f  

r e d i s t r i b u t i o n  i s  an impor tan t  c o n s i d e r a t i o n ,  t hen ,  a s  argued 

e a r l i e r ,  OJT appears  t o  lend  i t s e l f  r a t h e r  more e a s i l y  t o  t h e  

See Newton, K . ,  "A Coun te rcyc l i ca l   raining Srogranme f o r  
Canada?", ReZations IndustrieZZes/IndustriaZ Rela t ions ,  
vo l .  2 6 ,  no. 4 ,  December 1971, pp. 865-888. 



problems of t h e  d i s a d v a n t a g e d .  R i v l i n ,  o n  t h e  o t h e r  hand, h a s  

s u g g e s t e d  t h a t  i n s t i t u t i o n a l  c o u r s e s  nay s u p p l y  t h e  p o t e n t i a l  

d r o p o u t  w i t h  m o t i v a t i o n  f o r  s t a y i n g  o n  i n  s c h o o l  and l e a r n i n g  

more t h a n  a s p e c i f i c  job  s k i l l .  I t  nay b e  easier i n  a s c h o o l  

c o n t e x t  t o  e n s u r e  t h a t  o p p o r t u n i t i e s  a r e  open t o  s t u d e n t s  from 

a l l  backgrounds and t h a t  young p e o p l e  w i t h  s p e c i a l  h a n d i c a p s  

( i n c l u d i n g  a background o f  p o v e r t y  and poor  p r e v i o u s  e d u c a t i o n )  

g e t  t h e  h e l p  t h e y  need.- 14' F i n a l l y ,  if t h e  p e r s p e c t i v e  o f  t h e  

t r a i n i n g  program i s  long  t e rm i n  nat-111e and t a k e s  i n t o  a c c o u n t  

t h e  f a c t  t h a t  i n  modern i n d u s t r y  many workers  w i l l  r e q u i r e  

fu r t i ee r  r e t r a i n i n g  a t  a l a t e r  p o i n t  i n  t h e i r  working l i v e s ,  i t  

may be  a rgued  t h a t  i n s t i t u t i o n a l  t r a i n i n g  p r o v i d e s  a f i r m e r  

b a s i s  f o r  r e t r a i n i n g  t h a n  d o e s  OJT. 

T h i s  s e c t i o n  i s  conc luded  w i t h  t h e  d e s c r i p t i o n  o f  a 

r e c e n t  t h e o r e t i c a l  view of t h e  workings  o f  t h e  l a b o u r  market  

which i s  i n t e r e s t i n g  and germane t o  t h e  p r e s e n t  d e b a t e  because  

o f  t h e  c e n t r a l  r o l e  which it a s c r i b e d  t o  t h e  p r o c e s s  o f  on- 

t h e - j o b  t r a i n i n g  and e x p e r i e n c e .  It i s  advanced by Thurow and 

~ u c a s g '  i n  a s t u d y  f o r  t h e  U.S. J o i n t  ~ c o n o m i c  C o m m i t t e e  o f  

Congress  which was concerned e s s e n t i a l l y  w i t h  income d i s t r i b u -  

t i o n .  The a u t h o r s  a d d r e s s  themse lves  t o  an  e x p l a n a t i o n  of why 

t h e  phenomenal growth i n  pos twar  e d u c a t i o n  e x p e n d i t u r e s  h a s  n o t  

- 14/ R i v l i n ,  o p .  cit., pp.  161-162. 
- - 

- 15/ Thurow, L. C . ,  and Lucas ,  R.E .R. ,  The  American D i s t r i b u t i o n  
of Income: A S t r u c t u r a Z  ProbLem, J o i n t  Economic Committee, 
Congress  o f  t h e  Uni ted S t a t e s  (Washington,  D.C.: U.S. 
Government P r i n t i n g  O f f i c e ,  March 1 7 ,  1 9 7 2 ) ;  see e s p e c i a l l y  
pp. 15-46. 



had the hypothesized salutary effects upon the distribution of 

incone. Very briefly their argument is as follows. 

The neoclassical wage-competition view of the labour 

market would justify supply-side policies of education and 

training to equalize incomes on the grounds that (i) some 

individuals would be raised from low- to high-income jobs, 

(ii) wages for low-income jobs would rise, and (iii) wages for 

high-income jobs would fall. In the event, however, while 

education in the United States has become noticeably more 

equally distributed, income has become more unequally dis- 

tributed. The usual explanation is that earned- incomes derive 

from two sourc2s -- income from "pure human labour" and income 
from human capital. Therefore equalizing the distribution of 

education should equalize the earnings from human capital, but 

if the variance in human capital returns is greater than that 

for pure labour income, there will not necessarily be a more 

equal distribution of t o t a l  earnings (even if the variance in 

human capital returns is decreasing) because pure labour income 

becomes an increasingly smaller proportion of total income. 

Eventually, however, the decreasing variance in human capital 

income, combined with its greater weight in total income should 

produce greater equalization in total incomes. The authors, 

however, refute such contentions. They point out, first, that 

the variance in returns to pure labour are, if anything, 

greater than the variance in returns to human capital. Second, 

if the earnings of labourers with zero years of education are 

used as the measure of pure labour income, over three-quarters 



- 
of the earnings of college graduates are a return to their 

human capital. Thus, they contend, the United States has 

already reached the point where education should have entered 

into the equalizing phase of its imoact.W 

They suggest, rather, tha!. the implicit view of 

standard labour theory -- that wage competition is the most 
important method for equilibrating labour demands and 

supplies -- is at fault. Standard theory suggests the 

establishment of equal wages for "equally productive" workers. 

In reality, however, there is not a "college wage" and a "high 

school wage", but distributions of wages for each group -- 
distributions which are wide and with considerable overlap. 

Even when "the data are broken down by IQ, occupation, industry, 

region, hours of work, or by even finer methods of classifica- 

17/ tion, the same wide differences seen to exist''.- 

According to Thurow and Lucas, government education 

and,training policies have to a great extent been based on a 

"wage competition" view of the labour market and have not had 

the predicted impact because they have ignored the "job com- 

petition" elements in the market. Rather than groups of 

essentially homogeneous workers competing on a wage basis in 

such a way as to eliminate intra-group differentials there 

exist, in the authors' view, heterogeneous workers who compete 

- 16/ I b i d . ,  p. 17. 

17' I b i d . ,  p. 19. 
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f o r  jobs on t h e  b a s i s  of  c e r t a i n  background c h a r a c t e r i s t i c s .  

Given t h e  s t a t e  of  technology and of aggrega te  demand t h e r e  

e x i s t  a s e t  of jobs each of  which i s  c h i r a c t e r i z e d  by a unique 

marginal product .  I n  t h e  job compet i t ion  model labour  s k i l l s  

p e p  se  do n o t  e x i s t  i n  t h e  e x t e r n a l  l abour  market.  Rather ,  new 

workers e n t e r  t h e  market wi th  a v a r i e t y  of  background charac- 

t e r i s t i c s  and a r e  s e l e c t e d  on t h e  b a s i s  of  t h e  on-the-job 

t r a i n i n g  c o s t s  which must be incu r red  t o  gene ra t e  t h e  d e s i r e d  

marginal products  of  t h e  jobs i n  ques t ion .  "Most c o g n i t i v e  job 

s k i l l s " ,  i n  t h i s  view, " a r e  acqui red  e i t h e r  formal ly  o r  i n -  

formal ly  through on-the-job t r a i n i n g  a f t e ~  a worker f i n d s  an 

e n t r y  job and t h e  r e s u l t a n t  promotional ladder."- la' Workers a r e  

t h e r e f o r e  ranked i n  a " labour  queue" based on t h e i r  t r a i n i n g  

c o s t s  which, i n  t u r n ,  a r e  determined by t h e i r  background 

c h a r a c t e r i s t i c s .  

But ea rn ings ,  i n  t h i s  model, a r e  determined by t h e  

d i s t r i b u t i o n  of  job o p p o r t u n i t i e s ,  and t h e i r  a s s o c i a t e d  in -  

comes. The p roces s  of  e q u a l i z a t i o n  of educa t ion  would r e s u l t ,  

i n  t h e  job-cofnpetition view, i n  t h e  fo l lowing  e f f e c t s .  The 

most p r e f e r r e d  group ( i . e . ,  based on t h e  educa t ion  dimension of 

. background c h a r a c t e r i s t i c s )  might b e ,  s ay ,  " co l l ege  labourers" .  

As it expanded i n  s i z e  i t  would f i l t e r  down t h e  job d i s t r i b u -  

t i o n  i n t o  lower paying jobs.  This  would l e a d  t o  a f a l l  i n  

wages r e l a t i v e  t o  t h e  n a t i o n a l  average.  But a s  t h i s  p re fe r r ed  

group took what had p rev ious ly  been t h e  b e s t  high school  jobs,  

- '*' Ibid. , p. 20. 



c o l l e g e  incomes would r i s e  r e l a t i v e  t o  h igh  school  incomes. A s  

t h e  l e a s t  p r e f e r r e d  group (grade  school  l a b o u r e r s )  c o n t r a c t e d  

i n  s i z e ,  t h e  job compet i t ion  obse rve r  would expec t  it t o  move 

o u t  of t h e  dense r  r e g i o n s  o f  t h e  job (income) d i s t r i b u t i o n  and 

t o  become more and more concen t r a t ed  i n  t h e  lower t a i l  of  t h e  

d i s t r i b u t i o n .  

While t h e  a u t h o r s  stress t h a t ,  i n  f a c t ,  t h e  American 

economy i s  probably  a  mix ture  o f  wage- and job-competit ion e l e -  

ments, t o  t h e  e x t e n t  t h a t  t h e  l a t t e r  a r e  impor t an t ,  t h e  r o l e  o f  

OJT i s  enormously s i g n i f i c a n t  i n  t h e  p r i v a t e  s e c t o r .  The 

p o t e n t i a l  l abour  markat impact of  educa t ion  and o f  i n s t i t u -  

t i o n a l  v o c a t i o n a l  t r a i n i n g  depends c r u c i a l l y  upon t h e  r e l a t i v e  

weight  which i s  a t t a c h e d  t o  them by employers when background 

c h a r a c t e r i s t i c s  a r e  a s se s sed .  I f  v a l i d ,  however, t h e  job- 

conpe t i t i o i l  model sugges t s  t h a t  f o r r n ~ l  educa t ion  and t r a i n i n g  

may become a de fens ive  n e c e s s i t y  t o  t h e  p r i v a t e  i n d i v i d u a l .  

"Education becomes a  good investment  n o t  because it would r a i s e  

an f n d i v i d u a l ' s  income above  what it would have been i f  no one 

inc reased  t h e i r  educa t ion ,  b u t  because it r a i s e s  t h e i r  income 

above what it w i l l  be i f  o t h e r s  a c q u i r e  an educa t ion  and they 

19/ do no t .  "- 

It does ,  moreover, r a i s e  t h e  whole ques t i on  o f  t h e  

p r o p r i e t y  of p u b l i c l y  f inanced  t r a i n i n g - i n - i n d u s t r y ,  which i n  

t h e  job-competit ion view i s  unequivoca l ly  al ,  l i nexorab ly  under- 

t aken  by i n d u s t r y  i t s e l f .  Thurow and L u c ~ ~ s ; i n d e e d ,  main ta in  
-. .- 

- 19' Ibid., p. 3 8 .  



t h a t  t h e i r  framework l e a d s  t o  s u b s t a n t i a l  doubts  about  t h e  

f e a s i b i l i t y  o f  a l t e r i n g  t h e  s t r u c t u r e  o f  Amzrican incomes wi th  

government programs focused on t h e  supply s i d e  of  , t h e  l abour  

market.  "Given t h e  on-the- job n a t u r e  o f  most s k i l l  a c q u i s i -  

t i o n s  it i s  very  d i f f i c u l t  t o  des ign  government t r a i n i n g  

p r o g r a m  f o r  a l t e r i n g  t h e  s k i l l s  a c t u a l l y  used.  Even i f  s k i l l s  

can be t augh t  i n  formal  t r a i n i n g  programs, workers  f i n d  t h a t  

l abour  markets  a r e  n o t  a b l e  t o  absorb  t hen  s i n c e  normal e n t r y  

20/ jobs a r e  n o t  s k i l l e d  jobs."- 

I n  conc lus ion ,  however, t h e  model does sugges t  t h e  

p o s s i b i l i t y  o f  c a t e r i n g  t o  t h e  needs of  s p e c i f i c  groups. For 

i f  t h e  employer ranks  job cand ida t e s  on t h e  b a s i s  o f  e s t ima ted  

on-the-job t r a i n i n g  c o s t s  i n  t h e  l i g h t  of background charac-  

t e r i s t i c s ,  t hen  workers who might o therwise  never  a s p i r e  to  

c e r t a i n  jobs might have t h e i r  chances improved by a combination 

of t r a i n i n g  s u b s i d i e s  and s e l e c t i v e  demand s t imu lus .  

3 .  Empir ical  Evidence 
. . 

Q u a n t i t a t i v e  evidence a s  t o  t h e  r e l a t i v e  merits of 

i n s t i t u t i o n a l  and on-the-job t r a i n i n g  i s  somewhat fragmentary, 
0 

equ ivoca l ,  and o f  d o u b t f u l  r e l evance  t o  t h e  Canadian s i t u a t i o n .  

However, a b r i e f  review of  f o r e i g n  evidence i s  made i n  o r d e r  

t o  l end  some p e r s p e c t i v e  t o  Canadian approaches.  



One rather linited piece of information referring to 

the United states was offered by Gerald Somers- 21/ to the U.S. 

Congress Subcornittee on mploynent and Manpower in the late 

1960s: federal ex~enditures per trainee in OJT projects were 

often as much as one-third below costs in comparable MDTA 

institutional training program. !4oreover, the job-placement 

ratio of OJT graduates was substantially higher than that of 

institutional trainees (94 per cent as opposed to 72 per cent, 

in 1964). Furthermore, a survey of employers to elicit atti- 

tudes to government-subsidized OJT found that "a decided 

majority of the surveyed employers who have hired MDTA 

trainees, as well as a cross-section of managerial personnel in 

the training field, favour government-sponsored training; and 

of these the nu~ber who prefer OJT projects is only a little 

smaller than those who prefer the more traditional area of 

government aid through vocational schools."- 22/ From these 

considerations Somers concluded that the OJT provisions of the 

Manpower Development and Training Act had considerably greater 
. . 

potential than might have been inferred from the small numbers 

enrolled in such projects at that time. 

- - 

- Somers , G. G. . "Government-Subsidized On-the-Job Training : 
Surveys of Employers' Attitudes", U3iversity of SJisconsin 
Center for Studies in Vocational and Technical Education 
(Reprinted from Eearings Before the Subcommittee on 
Employment and Planpower, 89th Congress of the United 
States, September 1965; February 1966), p. 24. 

- 22' Ibid., p .  28 .  



One o f  t h e  most e l a b o r a t e  compara t ive  s t u d i e s  o f  t h e  

two t r a i n i n g  methods,  i n  a  benef i t - c o s t  f rarneworl.:, w a s  p r e p a r e d  

by t h e  P l a n n i n g  Xzsearch C o r p o r a t i o n  under  a c o n t r a c t  w i t h  t h e  

U.S. Department of  Labor.  Its c o n c l u s i o n s ,  however, a r e  by no 

means u n e q u i v o c a l .  Thus, w i t h  r e g a r d  t o  t h e  v a l u e  o f  OJT and 

i n s t i t u t i o n a l  t r a i n i n g  a s  f e d e r a l  i n v e s t m e n t s  t h e  s t u d y  found 

t h a t  t!~e a v e r a g e  b e n e f i t - c o s t  r a t i o  ( d e f i n e d  as t h e  d i r e c t  and 

i n d i r e c t  b e n e l  i tsz' t o  s o c i e t y  -- e x c l u s i v e  o f  i n c r e a s e d  

t a x e s  p a i d  -- compared t o  f e d e r a l  i n v e s t m e n t  p e r  t r a i n e e )  w a s  

3 . 2 8 : l  f o r  OJT an& 1 . 7 8 : l  f o r  i n s t i t u t i o n a l .  Such r a t i o s  

would l e a d  t o  t h e  o g i n i o n  t h a t  OJT may b e - c o n s i d e r a b l y  n o r e  

e f f e h t i v e  t h a n  i n s t i t u t i o n a l  c o u r s e s .  However, more t h a n  

50 per c e n t  o f  t o t a l  OJT c o s t s  were borne  by employers ,  and 

when t h i s  was t a k e n  i n t o  a c c o u n t  t o t a l  p e r  t r a i n e e  c o s t s  f o r  

i n s t i t u t i o n a l  t r a i n i n g  were less t h a n  k a l f  t h o s e  f o r  OJT. Thus, 

a s  t h e  a u t h o r s  p o i n t  o u t ,  the r e s u l t s  can  be i n t e r p r e t e d  i n  

e i t h e r  o f  t w o  p o l i c y  frameworks: "We can  e i t h e r  minimize t h e  

t o t q l  c o s t  t o  s o c i e t y ;  o r  we c a n  n i n i m i z e  the f e d e r a l  c o s t  and . . 

21/ t h u s  s t r e t c h  t h e  f e d e r a l  d o l l a r . " -  

- 23' Direct b e n e f i t s  i n c l u d e d  i n c r e a s e d  e a r n i n g s  and employ- 
a b i l i t y ,  and i n d i r e c t  b e n e f i t s  i n c l u d e d  c o s t - s a v i n g s  from 
o t h e r  government programs such  a s  unemployment i n s u r a n c e ,  
and from reduced crime. See P l a n n i n g  Research C o r p o r a t i o n ,  
" C o ~ t / E f f e c t i v e n e s s  A n a l y s i s  o f  On-the-Job and I n s t i t u -  
t i o n a l  T r a i n i n g  C o u r s e s " ,  p r e p a r e d  for U . S .  Department o f  
Labor,  Manpower A d m i n i s t r a t i o n ,  O f f i c e  o f  Mangower P o l i c y ,  
E v a l u a t i o n ,  and  Research,  J u n e  1967. 

- 24' I b i d .  , p .  4 .  



A second U . S .  s t u d y  e x p l i c i t l y  d e s i g n e d  t o  examine 

b o t h  t r a i n i n g  methods w a s  under taken  by t h e  Eureau o f  I n d i a n  

A f f a i r s  i n  ~klahoma?l '  Both t y p e s  o f  t r a i n i n g  were conducted by 

t h e  same agency,  o v e r  t h e  same p e r i o d  (1960-66) and t h e  t r a i n e e s  

a l l  r e s i d e d ,  and  were  t r a i n e d ,  i n  t h e  same area. A l l  were 

American I n d i a n s  wi th 'comparably  low p r e - t r a i n i n g  e a r n i n g s  

p o s i t i o n s .  T ~ L  s t u d y  i n d i c a t e s  t h a t  t h e  i n s t i t u t i o n a l  method 

o f  t r a i n i n g  r e s u l t e d  i n  somewhat g r e a t e r  p r i v a t e  ( i n d i v i d u a l  

t r a i n e e )  b e n e f i t s  t h a n  t h e  OJT method. On a v e r a g e ,  i n s t i t u -  

t i o n a l  t r a i n e e s  worked 4 . 1  more months p e r  y e a r  and took  home 

$140 p e r  mont5 more a f te r  t r a i n i n g  t h a n  I n  t h e i r  p r e - t r a i n i n g  

p e r i o d .  Comparable f i g u r e s  For OJT are 3 . 4  months and $131 

p e r  month, r e s p e c t i v e l y .  The a u t h o r ' s  model s u g g e s t e d  t h a t  

t h e r e  were no p r i v a t e  c o s t s  i n v o l v e d  i n  e i t h e r  program. From 

t h e  s o c i e t a l  s t a n d p o i n t ,  however, t h e  h i g h  s o c i a l  c o s t s  o f  

i n s t i t u t i o n a l  t r a i n i n g  c a u s e d  t h a t  p r o g r a n  t o  have a lower  

b e n e f i t - c o s t  r a t i o  t h a n  OJT. With a  10 p e r  c e n t  d i s c o u n t  r a t e  

a n d , a  40-year t i m e  h o r i z o n  t h e  b e n e f i t - c o s t  r a t i o s  were 3.6:l 

f o r  i n s t i t u t i o n a l  t r a i n i n g  and 1 9 . 7 : l  f o r  OJT. 

The o n l y  Canadian studyz' t o  d a t e  which i s  a d d r e s s e d  

d i r e c t l y  t o  t h e  i n s t i t u t i o n a l  v e r s u s  on- the- job c h o i c e  examined 

government-subsidized manpower t r a i n i n g  schemes i n  ~ n t a r i o  i n  

- -stott. L., "The Economic E f f e c t i v e n e s s  o f  03T: The Expe- 
r i e n c e  o f  t h e  Bureau o f  I n d i a n  A f f a i r s  i n  Odlahoma", 
I n d u s t r i a 2  and Labor R e Z a t i o n s  R e o i e u ,  v o l .  23, no. 2 ,  
J a n u a r y  19 70. 

The s t u d y  i s  d e s c r i b e d  i n  two ?ub l ica t io ; s :  Mehmet, O. ,  
" E v a l u a t i o n  o f  I n s t i t u t i o n a l  and On-the-Job Manpower Train- 
i n g  i n  O n t a r i o " ,  Canadian J o u r n a l  o f  Economics ,  v o l .  IV, 
no. 3 ,  August 1971, pp. 362-373; and " E f f i c i e n t  A l l o c a t i o n  
o f  P u b l i c  Resources  i n  Manpower T r a i n i n g " ,  Socio-Economic  
P lann ing  S c i e n c e s ,  v o l .  5 ,  1971,  pp. 295-306. 



the fiscal year 1966-67. The author employs a linear program- 

ming model in which the objective function is set up to 

maximize the contribution of a set of training schemes 

(activities) to social real income subject to three resource 

constraints: (i) trainee allowances paid during the course of 

training; (ii) instruction costs, and (iii) administrative 

overhead expenses. In addition to-these resource constraints, 

an upper boundary was fixed for each trainincj activity on the 

basis of estimated requirements of employers collaborating with 

the administering agency. 

The model is written as follows: 

Maximize R = I. L P: xkdyj 
k=l n=l 

s - 
subject to. C ark Xk 5 Zr(r = 1, ...,q) 

k=l 

. . 

in which 

R = the present value of the total contribution 

to social real income of a system of training $ 

Tk (k = 1, ..., s) accruing over a maximum of 
t years (n'= 1,. . . , k tk) ; 

Xk = the number of graduates of the k-th activity; 



~ f :  = the proportion of Xk employed after gradua- 

tion in any year n; 

d~: (1 + i) - = the present value, at interest rate i, of the 

cumulated stream of average additional earn- 

ings per graduate at the end of each of n 

years ; 

a = the amount of the r-th resource required to r k 

produce one graduate of the k-th training 

activity; 
- 
Zr = the given quantity of the r-th resource; 

Hk = the upper bound of the k-th training 
* *  

activity. 

The study examines institutional courses administered by the 

Department of Education and on-the-job courses administered by 

the Department of Labour, for both unemployed and underemployed 

persons. In the latter case, training is referred to as 

"occupational upgradinq". Unfortunately, however, although the 

author mentions that both methpds are employed to impart essen- 

tially similar occupational skills, no direct comparison of the 

relative efficacy of the methods for particular occupational 

goals was possible. This is because the OJT activities were 

examined on the basis of an industrial rather than an occupa- 

tional classification since the latter were not available. 

The estimation of d ~ ;  presented some difficulties. 

Essentially, the method was based on the calculation of post- 

training minus pre-training earnings. In the case of unemployed 



persons pre-training earnings were imputed on the assumption of 

the then prevailing minimum wage-rate, plus a 40-hour week and 

a 50-week man-year. For institutional trainees, moreover, lack 

of follow-up records necessitated the estimation of additional 

earnings on the basis of independent occupational earnings 

data. 

Four basic models were solved: for institutional 

courses training unenployed and underemployed clients, respec- 

tively; and for OJT courses training unemployed and under- 

employed clients, respectively. A fifth compared the 

efficiency of the two sets of OJT courses, and a sixth 

attempted to examine whether economies could be reaped by inte- 

grating OJT and institutional activities under a single 

administering agency. 

Since the single consideration of the mod.el, implicit 

in the objective function, was maximization of the net present 

value of additional earnings, upper bounds on activity levels 

resulted in a number of courses disappearing from the optimal 

solutions. "Suboptimality in the case of on-the-job training 

originated primarily from the fact that a considerable volume 

of such training was conducted in generally low-wage 

industries ... which, of course, did not appear in the optimal 
solutions. The policy implication of this finding is that 

given resources should be diverted from such industries in 



o r d e r  t o  expand f u r t h e r  t h e  more e f f i c i e n t  t r a i n i n g  a c t i v i t i e s ,  

g e n e r a l l y  t h o s e  i n  r e l a t i v e l y  high-paying i n d u s t r i e s . .  . . ~ 2 2 /  

Resource o p t i m i z a t i o n  f o r  bo th  t ypes  of OJT in -  

c r ea sed  t h e  b e n e f i t - c o s t  r a t i o  by more than 100 p e r  c e n t ,  

whi1.e f o r  i n s t i t u t i o n a l  cou r se s  t h e  improvements w e r e  more 

modest. R a t i o s  f o r  OJT were, however, about  t w i c e  a s  h igh  a s  

f o r  i n s t i t u t i o n a l  t r a i n i n g :  13.4: l  compared t o  6.2:l f o r  un- 

employed c l i e n t s  and 12 .0 : l  compared t o  6 .1 : l  f o r  underemployed 

c l i e n t s .  

The Mehmet s tudy  c o n s t i t u t e s  one o f  t he  few publ i shed  

a n a l y s e s  of  i n s t i t u t i o n a l  and on-the-job t r a i n i n g  programs i n  

Canada and i s  noteworthy on t h a t  account .  I n e v i t a b l y ,  however, 

it i s  c h a r a c t e r i z e d  by a  number of  l i m i t a t i o n s  concerning d a t a .  

H i s t o r i c a l  and follow-up informat ion  on e a r n i n g s ,  f o r  example, 

were ~ : o t  a v a i l a b l e ,  and, owing t o  t h e  s h o r t  l i f e  of t h e  

programs, no r  was in format ion  on t h e  p r o b a b i l i t y  f a c t o r ,  ~ f :  : 

it was s imply assumed equa l  t o  .un i ty .  Furthermore,  t h e  evalua-  

t i o n  r e l a t e s  t o  t h e  f i s c a l  y e a r  1966-67 and i n  t h e  l a t t e r  y e a r  

manpower t r a i n i n g  i n  Canada underwent a  major change wi th  t h e  

i n t r o d u c t i o n  o f  t h e  Adult  Occupat ional  T ra in ing  A c t ,  s o  t h a t ,  

wh i l e  t h e  conc lus ions  a r e  n o t  i n v a l i d a t e d ,  some of t h e  f i n d i n g s  

may n o t  n e c e s s a r i l y  be a p p l i c a b l e  t o  t h e  new s i t u a t i o n .  

F i n a l l y ,  what t h e  s tudy  does n o t  do i s  t o  compare t h e  r e l a t i v e  

- 27' Mehmet, 0.. "Evalua t ion . .  .", o p .  c i t . ,  p. 369. 
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m e r i t s  o f  t h e  two t r a i n i n g  methods i n  p repa r ing  c l i e n t s  f o r  

p a r t i c u l a r  occupa t iona l  g o a l s ,  which i s  t h e  major t h r u s t  o f  

t h e  nex t  c h a p t e r  o f  t h e  p r e s e n t  s tudy .  

Th i s  s e c t i o n  i s  concluded wi th  a  b r i e f  o u t l i n e  of  a n  

i n t e r e s t i n g  a t t empt  t o  assess t h e  " t r a d e - o f f s "  between formal 

v o c a t i o n a l  educa t ion  and on-the-job t r a i n i n g  f o r  a  number of  

occupat ion  s k i l l s  i n  Belgium and Argent ina.  The s tudy ,  by 

J.   at on ,El of  t h e  I n t e r n a t i o n a l  Labour Organizd tion, is 

e x p l o r a t o r y  b u t  s u g g e s t s  a  ' p o t e n t i a l l y  f r u i t f u l  means of  

shedding l i g h t  on t h e  r e l a t i v e  e f f i c a c y  o f - t h e  two means of 

impar t ing  t e c h n i c a l  s k i l l s .  The b a s i c  premise is  t h a t ,  i n  

a c q u i r i n g  t h e i r  p roduc t ive  competence, s k i l l e d  workers i n  a 

number o f  occupat ions  may, t o  some e x t e n t ,  s u b s t i t u t e  formal  

t r a i n i n g  and on-the- job l e a r n i n g  exper ience .  Maton surveyed 

t h r e e  l e v e l s  o f  workers i n  eng inee r ing  occupa t ionsE '  i n  

Belgium and Argent ina  t o  produce, f o r  each occupat ion  i n  each 

coun t ry ,  a  s c a t t e r  o f  p o i n t s  r e p r e s e n t i n g  t h e  va r ious  combina- 

t i o n ' ~  o f  t h e  two methods o f  s k i l l  a c q u i s i t i o n  which workers had 

a c t u a l l y  exper ienced .  The axes  of t h e  s u b s t i t u t i o n  curves a r e  

measured i n  y e a r s  a s  shown i n  t h e  fo l lowing  i l l u s t r a t i o n :  

- 28/ Maton, J. , "Experience on t h e  Job and Formal T ra in ing  as 
A l t e r n a t i v e  Means o f  S k i l l  Acqu i s i t i on :  An Empir ical  Study", 
I n t e r n a t i o n a l  L a b o u r  Review, v o l .  100,  no. 3 ,  September 
1969, PP. 239-255. - - -  

- 29' S k i l l e d  mechanic:; and e l e c t r i c i a n s ,  draughtsrnen, l a b o r a t o r y  
t e c h n i c i a n s ,  and a s s i s t a n t  eng inee r s .  
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Fiau re  5-1 

COYBINATIONS OF FORMAL TRAINING AND ON-THE-JOB 
EXPERIENCE FOR A PARTICULAR OCCUPATION. 

Years of  
Experience 

Years of  Formal T ra in ing  

Such an approach, g iven  a p p r o p r i a t e  c o s t  d a t a ,  could  provide 

u s e f u l  i n fo rma t ion  on t h e - t r a d e - o f f s  involved.  Examination of  

t h e  d a t a  f o r  v a r i o u s  occupat ions  would r e v e a l  which s k i l l s  have 

been acqu i r ed  predominantZy by one o r  o t h e r  of  t h e  two methods, 

and g iven  a  " p r i c e - l i n e "  i n d i c a t i n g  t h e i r  r e l a t i v e  c o s t s ,  

optimum combination might be i n d i c a t e d .  Maton's r e s u l t s  a r e  

i n t e r e s t i n g  i n  sugges t ing  ( a )  t h a t  a  t y p i c a l  t rade-of f  curve 

may, indeed be convex t o  t h e  o r i g i n ,  (b )  t h a t  t h e r e  is t y p i c a l l y  

an i n t e r c e p t  on t h e  v e r t i c a l  a x i s  ( sugges t ing  t h a t ,  g iven  s u f f i -  

c i e n t  OJT, formal  t r a i n i n g  may be  d i spensed  wi th  comple te ly) ,  

and ( c )  t h a t  t h e  lower reaches  of t h e  curve  become a s y r n ~ t o t i c  

a t  a  p o s i t i v e  i n t e r c e p t  ( i n d i c a t i n g  t h a t ,  a t  l e a s t  f o r  t h e  

occupat ions  i n  q u e s t i o n ,  some minimum amount o f  on-the-job 

expe r i ence  i s  r e q u i r e d ) .  
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The b a s i c  approach is  ex t remely  s imple  b u t  it 

s u g g e s t s  some u s e f u l  avenues f o r  r e s e a r c h  i n  Canada. Es t imat ion  

o f  t h e  r e l a t i v e  c o s t s  o f  t h e  two methods, f o r  v a r i o u s  occupa- 

t i o n s ,  i s  obvious ly  a  major unde r t ak ing ,  b u t  useful.  d a t a  on 

combinat ions of  formal t r a i n i n g  and on-the-job exper ience  un- 

doubtedly e x i s t .  Personnel  r eco rds  o f  l a r g e  o r g a n i z a t i o n s  

employing s u b s t a n t i a l  number of workers i n  g iven  occupat ions  

cou ld  f u r n i s h  l a r g e  samples of d a t a  o f  t h i s  k ind  and job- 

e v a l u a t i o n  forms i n  p a r t i c u l a r  (which a r e  i n  widespread use )  

could  be a  r i c h l y  rewarding o b j e c t  of  s t udy .  Indeed,  t h e  

Canadian C l a s s i f i c a t i o n  and Dic t iona ry  o f  'Occupations,  which 

l i s ts  ranges  of  ~ . , m u p a t i o n a l  requi rements  f o r  y e a r s  of formal 

educa t ion  and " s p e c i f i c  v o c a t i o n a l  p r e p a r a t i o n " ,  would provide  

a  u s e f u l  benchmark. 

4 .  ~ o n c l u s i o n  

I n  t h e  l i g h t  o f  t h e  r a t h e r  s c a n t  evidence t h a t  it has  

been p o s s i b l e  t o  assemble on t h e  r e l a t i v e  m e r i t s  o f  i n s t i t u -  

t i oAa l  and on-the- job t r a i n i n g  it does appear  t h a t  a prior;  

arguments can be made i n  favour  o f  O J T  on a  number of grounds. 

Moreover, t h e  empi r i ca l  s t u d i e s  surveyed a l s o  i n d i c a t e ,  i n  some 

30 i n s t a n c e s ,  t h e  r e l a t i v e  s u p e r i o r i t y  of  t r a i n i n g  on t h e  job.--/ 

3 0 - '~ote,  however, t h a t  t h e  U.S. evidence i s  c o n f l i c t i n g  i n  t h i s  
r ega rd .  The Bureau of  Ind i an  A f f a i r s  Study c i t e d  i n  foo t -  
n o t e  25 above, f o r  i n s t a n c e ,  shows h i g h e r  s o c i a l  c o s t s  f o r  
i n s t i t u t i o n a l  than  f o r  on-the-job t r a i n i n g ,  which c o n t r a d i c t s  
t h e  f i n d i n g s  of  t h e  Planning Research Corpo ra t ion ' s  Study 
c i t e d  i n  f o o t n o t e  2 3 ,  above. 



CHAPTER 6 

INSTITUTIONAL VERSUS ON-THE-JOB T R A I N I N G  I N  .CANADA: 
AN EMPIRICAL ILLUSTRATION 

1. I n t r o d u c t i o n  

P rev ious  c h a p t e r s  have noted a number o f  i n t e r e s t i n g  

c h a r a c t e r i s t i c s  concerning the t r a i n i n g  a c t i v i t i e s  of  t h e  

f e d e r a l  Department of  Manpower and 1mmigrat ion.Y The impor tan t  

p o i n t s  f o r  ou r  purposes  are t h e  fol lowing.  

F i r s t ,  two m a j o r . t y p e s  of  t r a i n i n g ,  d i s t i n g u i s h e d  by 

t h e  l ocus  where t r a i n i n g  a c t i v i t y  i s  undertaken,  a r e  u t i l i z e d :  

i n s t i t u t i o n a l  t r a i n i n g  conducted i n  t h e  classroom s e t t i n g ,  and 

i n d u s t r y  t r a i n i n g  conducted on t h e  premises  o f  t h e  einployer, 

The l a t t e r  t ype  i s  f u r t h e r  d iv ided  i n t o  two types :  " t r a in ing - in -  

i n d u s t r y " ,  i n  which t r a i n i n g  is  conducted on t h e  employer 's  

premises  b u t  i n  a " v e s t i b u l e "  l o c a t e d  s e p a r a t e  from t h e  a c t u a l  

work-place,  and on-the-job t r a i n i n g  i n  which t h e  employee 

a c q u i r e s  t r a i n i n g  and exper ience  through t h e  performance o f  h i s  

worR-place t a s k s .  I t  i s  t h i s  -on-the-job v a r i a n t  o f  subs id i zed  

t r a i n i n g  i n  i n d u s t r y  w i t h  which w e  a r e  p a r t i c u l a r l y  concerned. 

Second, it i s  known t h a t  i n  t h e  many courses  inc luded  

i n  t h e  depar tment ' s  a c t i v i t i e s ,  c l i e n t s  a r e  t r a i n e d  f o r  a s i g n i -  

f i c a n t  number o f  occupat ions  by e i t h e r  i n s t i t u t i o n a l  o r  on-the- 

job methods. Th i rd ,  it was i n d i c a t e d  i n  Chapter  4 t h a t ,  f o r  a 

number o f  reasons ,  t r a i n i n g  i n  i n d u s t r y  -- and p a r t i c u l a r l y  t h e  

on-the-job v a r i e t y  -- has  been undertaken on an extremely smal l  

YI i ence fo r th  r e f e r r e d  t o  a s  " t h e  department" .  
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s c a l e  compared t o  t h e  volume of i n s t i t u t i o n a l  t r a i n i n g .  Th i s  

was seen  a s  somewhat s u r p r i s i n g  i n  view o f  a  f o u r t h  p o i n t  which 

emerged i n  Chapter  5 -- namely t h a t  t h e r e  a r e  c e r t a i n  a p r i o r i  

i n d i c a t i o n s  t h a t ,  a t  l e a s t  f o r  some occupa t ions ,  on-the-job 

t r a i n i n g  (OJT) en joys  c e r t a i n  advantages ove r  i n s t i t u t i o n a l  

t r a i n i n g .  

F i n a l l y ,  i n  Chapter  4 i t  was po in t ed  o u t  t h a t  t h e  

depar tment ' s  t r a i n i n g  e f f o r t s  a r e  conducted i n  t h e  l i g h t  o f  

c e r t a i n  s t a t e d  o b j e c t i v e s .  These were examined i n  some d e t a i l  

and an a t t empt  was made t o  a s s e s s  t h e  conformance o f t h e  t r a i n i n g  

o p e r a t i o n s  t o  t h e s e  va r ious  goa l s .  I t  was appa ren t ,  moreover, 

p a r t i c u l a r l y  i n  t h e  l i g h t  of  t h e  formal e v a l u a t i o n  models 

employed by t h e  department ,  t h a t  t h e  growth o b j e c t i v e  i s  o f  

major importance among t h e s e  o b j e c t i v e s .  

The a i m o f t h e  p r e s e n t  c h a p t e r  i s  t o  t ake  t h e s e  p o i n t s ,  

c o l l e c t i v e l y ,  a s  t h e  foundat ion f o r  an e m p i r i c a l  e x e r c i s e  

designed t o  i l l u s t r a t e  t h e  r e l a t i v e  eff icacyg '  of  on-the-job and 

i n s t i t u t i c ~ ~ a l  t r a i n i n g  f o r  some s e l e c t e d  occupat ions  which a r e  

t r a i n e d  f o r  by both methods. It w i l l  be seen  t h a t  an e s s e n t i a l  

f e a t u r e  o f  t h e  e x e r c i s e  i s  t h a t  it is  conducted i n  t h e  s p i r i t  of  

t h e  depa r tmen t ' s  own e v a l u a t i o n  procedures:  t h e  d a t a ,  and t h e  

i n h e r e n t  assumptions ui lder lying t h e i r  c a l c u l a t i o n ,  were k indly  

supp l i ed  by o f f i c i a l s  o f  t h e  department  i t s e l f ,  and t h e  objec- 

t i v e  f u n c t i o n  w e  employ i s  c o n s i s t e n t  w i t h  t h a t  of  t h e  depar t -  

ment ' s  b e n e f i t - c o s t  models. 

2 '~he  e x e r c i s e  i s  undertaken from t h e  s t a n d p o i n t  of  depar tmenta l  
a l l o c a t i v e  e f f i c i e n c y .  



2 .  The A n a l y t i c a l  Approach 

The framework employed f o r  t h e  a n a l y s i s  o f  t r a i n i n g  

3/ programs i n  t h i s  c h a p t e r  is i n s p i r e d  b y t h e  workof Ozay Mehmet,- 

o u t l i n e d  i n  Chapter  5. While t h e  l i n e a r  programming s t r u c t u r e  

i s  e s s e n t i a l l y  c o n s i s t e n t  w i t h  t h e  s p i r i t  of Mehmet's model, 

however, t h e r e  a r e  a number of  impor tan t  d i f f e r e n c e s .  F i r s t ,  

and most obvious ly ,  t h e  p r e s e n t  model a p p l i e s  t o  Canada as a 

whole, r a t h e r  t han  t o  p r o v i n c i a l  programs. Second, it r e f e r s  t o  

programs covered by t h e  p r e s e n t  l e g i s l a t i o n  ( t h e  Adult  Occupa- 

t i o n a l  T ra in ing  Act) r a t h e r  t han  t h e  former Technica l  and 

Vocat iona l  T ra in ing  Act and, t o  t ha f  e x t e n t ,  i s  more r e l e v a n t  

t o  t h e  c u r r e n t  s i t u a t i o n .  

Thi rd ,  and more impor tan t ,  t h e  p r e s e n t  s t udy  focuses  

a t t e n t i o n  on t h e  t r a i n i n g  a c t i v i t y  l e v e l s  f o r  s e l e c t e d  occupa- 

t i o n s  f o r  which - both  O J T  and i n s t i t u t i o n a l  t r a i n i n g  methods were 

used.  Whereas t h e  Mehmet model ca lc4 \ i la ted  a c t i v i t y  l e v e l s  i n  

t r a i n i n g  cou r se s  o f  a  9 iven  type ,  t h e  p r e s e n t  approach, by con- 

t r a s t ,  i s  based on t h e  p r o p o s i t i o n  t h a t  where a p a r t i c u l a r  

occupat ion  is  t r a i n e d  f o r  by bo th  methods of t r a i n i n g ,  one 

method may prove s o  s u p e r i o r  as t o  exc lude  t h e  o t h e r  method 

a l t o g e t h e r .  F i n a l l y ,  t h e r e  a r e  i n  a d d i t i o n  a  number of  d i f f e r -  

ences  i n  t h e  q u a l i t y  of  t h e  d a t a  f o r  t h e  p r e s e n t  s t udy  which 

r e p r e s e n t  an advance ove r  t hose  a v a i l a b l e  a t  t h e  t i m e  of  Mehmet's 

i n v e s t i g a t i o n .  These w i l l  r e c e i v e  a t t e n t i o n  i n  t h e  d i s c u s s i o n  

of  t h e  d a t a  i n p u t s  i n  t h e  n e x t  s e c t i o n .  

i '~ehmet ,  O . ,  " E f f i c i e n t  A l loca t ion  of  P u b l i c  Resources i n  Man- 
power T ra in ing" ,  Socio-Economic  PZanning S c i e n c e s ,  vo l .  5 ,  
1971, pp. 295-306; and "Evalua t ion  of  I n s t i t u t i o n a l  On-the-Job 
Manpower T ra in ing  i n  Ontar io ,  Canadian JournaZ o f  Economice, 
vo l .  IV, no. 3, August 1971, pp. 362-373. 



The simple linear programming framework utilized in 

this chapter is of the following structure: 

maximize 

4 2 
subject to Z E aij Ti j < I 

i=1 j=1 

Y = present value of the contribution to social income 

of the specified set of training activities, 

Eij = present value of the stream of average annual additional 

earnings attributable to training in occupation i 

trained by method j, 

Tij = number of clients trained for occupation i by method jr 

a = cost of instruction per trainee in occupation i, i j 

method j, 

Bij = cost of living allowances per trainee in occupation i, 

training method j ,  

yij = administrative overhead cost per trainee in occupation i, 

training method j, 



I, L,  A = t o t a l ,  g iven  amounts o f  f e d e r a l  r e sou rces  expended 

upon i n s t r u c t i o n ,  l i v i n g  al lowances,  and adminis t ra -  

t i v e  overhead, r e s p e c t i v e l y ,  f o r  t h e  f o u r  occupat ions  

cons idered ,  

Hi = t o t a l  number of  t r a i n e e s  a c t u a l l y  t r a i n e d  i n  occupa- 

t i o n  i. 

C o n s t r a i n t s  (5) through (7)  a r e  based upon t h e  premise t h a t  t h e  

manpower a u t h o r i t i e ;  have been a b l e  t o  f o r e c a s t  t h e  number of  

t r a i n e e s  r e q u i r e d  f o r  each  occupat ion  -- t h i s  is  given by man- 

power needs.  The impor tan t  ques t i on  i s  then  one o f  de te rmin ing  

t h e  optimum method of  producing t h e  f o r e c a s t  requirements  i n  

each  occupat ion .  

The re levance  of  t h e  l i n e a r  programming approach may 

be  argued on a  number o f  grounds. F i r s t ,  t h e  department e x p l i -  

c i t l y  espouses  t h e  'growth'  o b j e c t i v e  of  r a i s i n g  c l i e n t s '  

e a r n i n g s  through t r a i n i n g ,  and i t s e l f  i n c o r p o r a t e s  t h e  maximand 

of  t h e  p r e s e n t  model i n  i t s  b e n e f i t - c o s t  e v a l u a t i o n s .  Secondly, 

t h e  p r a c t i c e  o f  producing t h e  same o u t p u t s  ( c l i e n t s  t r a i n e d  f o r  . 
a p a r t i c u l a r  occupat ion  i) by d i f f e r e n t  methods ( i n s t i t u t i o n a l  

t r a i n i n g ,  t r a in ing - in - indus t ry ,  and O J T )  sugges t s  t h e  p r o p r i e t y  
C 

of  de te rmin ing  t h e  most e f f i c i e n t  mix of  t r a i n i n g  a c t i v i t i e s  f o r  

e f f e c t i v e  r e sou rce  u t i l i z a t i o n .  The l i n e a r  programming approach 

appears  w e l l  s u i t e d  t o  such an op t imiza t ion  problem s i n c e  i t  

y i e l d s  a s  a  s o l u t i o n  t h e  op t imal  a l l o c a t i o n  of  r e sou rces  and 

enrolments  i n  t h e  t r a i n i n g  a c t i v i t i e s  eva lua ted .  



1t should be no ted ,  however, t h a t  t h e  n a t u r e  of  t h e  

framework employed, wh i l e  fo l lowing  t h e  l i n e a r  programming 

approach, i s  h ighly  r e s t r i c t i v e  i n  t e r m s  o f  i t s  s t r u c t u r a l  

c h a r a c t e r i s t i c s .  That is ,  wh i l e  t h e  o b j e c t i v e  f u n c t i o n  is  set  

up t o  maximize t h e  c o n t r i b u t i o n  t o  income o f  t h e  a c t i v i t i e s  a s  

a  whole, t h e  s i d e  c o n d i t i o n s  a r e  premised on t h e  n o t i o n  t h a t  t h e  

manpower o f f i c i a l s  spend no more, under each c o s t  ca t ego ry ,  than  

was a c t u a l l y  expenlied on the va r ious  occupat ions  i n  f i s c a l  y e a r  

1971-72 and t h a t  t h e  t o t a l  number of  c l i e n t s  t o  be  t r a i n e d  i n  - 
each  occupat ion i s  a c c u r a t e l y  foreseen .  The op t ima l  s o l u t i o n  i s  

t h e r e f o r e  one i n  which, i n  eakh occupat ion ,  t h e  t r a i n i n g  method 

wi th  t h e  l a r g e s t  d i f f e r e n c e  between b e n e f l t s  and c o s t s  w i l l  be  

t h e  inethod chosen t o  t r a i n  - a l l  c l i e n t s  i n  t h a t  occupat ion.  An 

a l t e r n a t i v e  approach would t h e r e f o r e  be t o  examine each occupa- 

t i o n  i n  t u r n  and, on t h e  b a s i s  o f  t h e  benefi ts-minus-costs  

d i f f e r e n c e s ,  determine which method i s  t h e  more e f f i c i e n t .  The 

linear-programming approach simply provides  a  convenient  frame- 

work i n  which t h e  problem may be  viewed, and, i n  a d d i t i o n ,  

y i e l d s  s imultaneous in format ion  on t h e  va lue  of  t h e  o b j e c t i v e  

f u n c t i o n  and on cost-saving.  

3 .  The Data 

S t a t i s t i c a l  i n p u t s  f o r  t h e  p r e s e n t  a n a l y s i s  r e f e r  to 

courses  funded by t h e  department  i n  i n s t i t u t i o n s ,  under t h e  

Canada Manpower T ra in ing  Program (CMTP), and c?n-the-job, under 

t h e  Canada Manpower Training-on-the-Job Program (CMTJP) i n  t h e  

f i s c a l  y e a r  1971-72, t h e  l a t e s t  pe r iod  f o r  which follow-up 

informat ion  was a v a i l a b l e .  



S e l e c t i o n  of  a p p r o p r i a t e  occupat ions  f o r  t h e  purpose 

a t  hand was a  major c o n s i d e r a t i o n ,  whichwas d e a l t  wi th  accord ing  

t o  t h e  fo l l owing  c r i t e r i a .  F i r s t ,  it was necessary  t o  select 

occupat ions  t r a i n e d  f o r  by bo th  i n s t i t u t i o n a l  and on-the-job 

methods. Second, t h e r e  needed t o  be occupat ions  wi th  a  good 

r e p r e s e n t a t i o n  of  c l i e n t s  i n  bo th  methods o f  t r a i n i n g  -- i n  

f a c t ,  t h e  a n a l y s i s  add re s se s  f o u r  of t h e  more populous occupa- 

t i o n s  cove r ing  5 ,687  t r a i n e e s ,  w i th  a  minimum o f  49 t r a i n e e s  i n  

any one ' c o u r s e ' .  Th i rd ,  it was necessary  t o  select occupat ions  

i n  t h e  two programs which could  be c l o s e l y  matched i n  o r d e r  t o  

ach ieve ,  a s  n e a r l y  a s  p o s s i b l e ,  i d e n t i t y  of  t h e  t r a i n i n g  o u t p u t s  

o f  t h e  two t r a i n i n g  methods f o r  each  occup'ation. Th i s  was done 

a t  t h e  t h r e e - d i g i t  occupa t iona l  l e v e l  wi th  t h e  a i d  o f  s p e c i a l  

t a b l e s  prepared  by t h e  department  f o r  t h e  conversion o f  t h e  

codes from t h e  Dic t ionary  of  Occupat ional  T i t l e s  (which apply t o  

CMTJP d a t a )  t o  t h e  codes f o r  t h e  Canadian C l a s s i f i c a t i o n  and 

Dic t ionary  o f  Occupations (which apply t o  t h e  CMTP d a t a ) .  

Even tua l ly ,  f o u r  occupat ions  were found t o  meet t h e  c r i t e r i a  

o u t l i n e d  above. 

Four b a s i c  sets o f  s t a t i s t i c a l  i n p u t s  were u t i l i z e d  

f o r  t h e  a n a l y s i s ,  r e l a t i n g  t o  (i) t h e  a d d i t i o n a l  t r a i n e e  ea rn ings  

parameters ,  E i j ,  i n  t h e  o b j e c t i v e  f u n c t i o n ,  ( X i )  t h e  p e r - t r a i n e e  

c o s t  parameters ,  a i j ,  B i j  and. y i n  t h e  c o n s t r a i n t  • ’unc t ions ,  i j 

(iii) t h e  g iven  l e v e l s  o f  government budgetary r e sou rces  

expended upon i n s t r u c t i o n  c o s t s ,  I; l i v i n g  al lowances,  L; and 

a d m i n i s t r a t i v e  overhead, A; and (iv) t h e  numbers o f  c l i e n t s  

t r a i n e d  i n  each  occupat ion ,  Hi ( f o r  i = 1 , 2 , 3 , 4 ) .  These sets o f  

d a t a  were fu rn i shed  by t h e  department  i n  accordance wi th  t he  



procedures  fol lowed f o r  t h e  purposes  of  t h e i r  own e v a l u a t i o n  

exercises,:' and a r e  d i sp l ayed  i n  Table  1. Cons iderab le  d i spa-  

r i t ies  i n  b e n e f i t s  and i n  c o s t s  a r e  apparen t  from t h i s  t a b l e  -- 
a s ,  f o r  example, w i t h  t h e  a d d i t i o n a l  e a r n i n g s  f i g u r e s  f o r  

t r a i n e e s  i n  s t o c k  c l e r k  and r e l a t e d  occupat ions .  Although 

course  d u r a t i o n  i n  both t h e  i n s t i t u t i o n a l  and O J T  courses  i s  

s i m i l a r ,  E i j  i s  more t han  t w i c e  a s  h i g h  f o r  OJT t r a i n e e s .  More- 

over ,  t h i s  i s  only  p a r t l y  a t t r i b u t a b l e  t o  a  longer  working l i f e  

ove r  which a d d i t i o n a l  e a r n i n g s  a r e  accumulated, s i n c e  t h e  average 

ages o f  i n s t i t u t i o n a l  and o f  OJT t r a i n e e s  i n  t h i s  occupat ion a r e  

5/ 29 and 23 y e a r s ,  r e spec t ive ly . -  

The f i g u r e s  i n  Table  1 pe rmi t  t h e  b a s i c  s t r u c t u r e  o f  

t h e  a l l o c a t i o n  problem to .  be set o u t  i n  Table  2. 

The d a t a  a r e  de r ived  from t h r e e  sources .  P r e - t r a i n i n g  

informat ion  comes from t h e  t r a i n e e  a u t h o r i z a t i o n  form MAN500, 

wh i l e  p o s t - t r a i n i n g  informat ion  i s  de r ived  from t h e  r e s u l t s  of  a  

three-month follow-up survey i n  t h e  CMTP T r a i n i n g  Ques t ionna i r e  

form MAN454 ( f o r  i n s t i t u t i o n a l )  and t h e  CMITP Tra in ing  Ques t ion-  

n a i r e  form MANTEMP363 ( f o r  OJT). F i n a l l y ,  w i t h  r e s p e c t  t o  c o s t s ,  

4'T.his was cons idered  impor tan t  i n  s o  much a s  t h e  r e s u l t s  of  t h e  
p r e s e n t  s t udy  would then be  based upon assumptions compatible  
w i th  f e d e r a l  o f f i c i a l s '  own approach t o  t h e  a n a l y s i s  o f  
t r a i n i n g  programs. I t  should be  no ted  t h a t  i t  i s  p r e c i s e l y  
because t h e  e x e r c i s e  i s  undertaken from t h e  depar tmenta l  
s t a n d p o i n t  t h a t  l i v i n g  al lowances (which, being a  t r a n s f e r  
payment, would n o t  e n t e r  c o s t s  from a  s o c i a l  pe r spec t ive )  a r e  
inc luded  a s  a c o s t  i t e m .  

~ ' O J T  t r a i n e e s  do, i n  f a c t ,  appear  t o  be s l i g h t l y  younger t han  
t h e i r  i n s t i t u t i o r i . 1  c o u n t e r p a r t s  i n  each of  t h e  f o u r  occupa- 
t i o n s  s t u d i e d .  The average age of  OJT t r a i n e e s  i n  occupat ions  
4 1 1 ,  415, 856 and 878 was 24, 2 3 ,  25, and 28, r e s p e c t i v e l y .  
For  i n s t i t u t i o n a l  t r a i n i n g  t h e  corresponding f i g u r e s  a r e  29, 
29, 31, and 33, r e s p e c t i v e l y .  
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in format ion  on i n s t r u c t i o n  c o s t s  comes from t h e  Course Purchase 

Not ice  form MAN1057 i n  t h e  c a s e  o f  i n s t i t u t i o n a l  t r a i n i n g ,  and 

from t h e  Employer Con t r ac t  f o r  T ra in ing ,  form MAN514, i n  t h e  

c a s e  of  O J T .  Data on l i v i n g  al lowances a r e  ob t a ined  from t h e  

t r a i n e e  a u t h o r i z a t i o n  form, MAN5OO. 

The pre-  and p o s t - t r a i n i n g  e a r n i n g s  d a t a  c o n s t i t u t e  an 

advance over  t h e  t ype  o f  in format ion  a v a i l a b l e  t o  Mehmet, who 

e s t ima ted  p r e - t r a i n i n g  e a r n i n g s  on t h e  b a s i s  o f  t h e  p r e v a i l i n g  

p rov inc l  L minimum wage, a  for ty-hour  week, and p o s t - t r a i n i n g  

ea rn ings  o f  i n s t i t u t i o n a l  t r a i n e e s  on t h e  b a s i s  o f  independent  

occupa t iona l  wage-rate d a t a .  Furthermore, tile E 's  i n  t h e  i j 

p r e s e n t  s t udy  i n c o r p o r a t e  depar tmenta l  c a l c u l a t i n g  procedures  

such a s  t h e  e s t ima ted  employab i l i t y  r a t e  of  t r a i n e e s  i n  each 

course  (based on t h e  expec ted  number o f  working weeks p e r  y e a r ) ,  

t h e  working l i f e  ove r  which d i scoun t ing  must be undertaken 

(based on average t r a i n e e  age i n  each cou r se )  and t h e  10 p e r  

6  / c e n t  d i s c o u n t  r a t e  employed i n  o f f i c i a l  b e n e f i t - c o s t  s t u d i e s . -  

Accurate  e s t i m a t i o n  o f  a d m i n i s t r a t i v e  overhead c o s t s  

appears  a s  d i f f i c u l t  now a s  i t  d i d  a t  t h e  t i m e  of  t h e  Mehmet 

s tudy ,  i n  which c o n s t a n t  p e r - t r a i n e e  c o s t s  w e r e  assumed i n  each  

course .  W e  have employed t h e  f e d e r a l  depar tment ' s  ( a r b i t r a r y )  

assumption of  100 d o l l a r  average  c o s t s  f o r  i n s t i t u t i o n a l  cou r se s  

and 90 d o l l a r  average c o s t s  f o r  O J T  cou r se s .  

k'@i1!le e s t i m a t i o n  of  p r e t r a i n i n g  wage i s  based on t h e  t r a i n e e ' s  
e a r n i n g s  i n  h i s  l a s t  job l a s t i n g  one month o r  more. The 
e a r n i n g s  d i f f e r e n t i a l  i s  a d j u s t e d  by an e s t ima ted  i n f l a t i o n  
f a c t o r  f o r  f i s c a l  1971-72 of  3 . 4  p e r  c e n t  and is then  assumed 
c o n s t a n t  ove r  t h e  remaining p e a r s  o f  working l i f e  up t o  age 65. 



T a b l e  6-2 

TIiE STRUCTURE O F  Tf[E PROBLCH 

S u b j e c t  t o :  744.90SEC1+380.23SEC2+678.97CLK3+1130.27CLK4 

t.inemonics: SEC - S c c r c t a r i a l  O c c u p a t i o n s  (CCDO 411) 

CLK = S t o c k  Clerk and R e l a t e d  o c c u p a t i o n s  (CCDO 415) 

MCIl = Scwing Machine O p e r a t o r s  (CCnO 856)  

CRP = C a r p c n t c r s  and R e l a t e d  ~ c c u p a t i o n s  (CCDO 5 7 0 )  

Odd-numbercd v a r i a b l e s  r c p r a s z n t  t h e  number of 
t r a i n e e s  i n  t h a t  o c c u p a t i o n  t r a i n e d  i n  i n s t i t u t i o n s ,  
and even-numbcrctl  v a r i a b l e s  r k p r e s c n t  t h e  number 
t r a i n e d  o n  t h c  job. 



1'1t should  be  noted t h a t  wh i l e  t o t a l  i n s t r u c t i o n  c o s t s  f o r  
i n s t i t u t i o n a l  cou r se s  a r e  t h e  product  of  p e r  diem i n s t r u c t i o n  
c o s t s  p e r  t r a i n e e  and course  d u r a t i o n  i n  days ,  l i v i n g  allow- 
ances  a r e  t h e  product  of  average weekly al lowances and course  
d u r a t i o n  i n  weeks. The l a t t e r  f i g u r e ,  nowever, i s  a r r i v e d  a t  
by d i v i d i n g  course  d u r a t i o n  i n  days by 4 . 5 ,  r a t h e r  than  5,  
s i n c e  i t  i s  e s t ima ted  t h a t ,  a l though al lowances a r e  pa id  f o r  
t h e  f u l l  week, h a l f  a  day p e r  week i s  used f o r  a c t i v i t i e s  
o t h e r  t han  d i r e c t  i n s t r u c t i o n .  

L iv ing  al lowances a r e  pa id  on ly  t o  c l i e n t s  i n  i n s t i t u -  

t i o n a l  cou r se s  and a r e  recorded d i r e c t l y  on t h e  t r a i n e e s '  

a u t h o r i z a t i o n  forms. T o t a l  allowance c o s t s  a r e  t h e  product  of  

t h e  average  weekly l i v i n g  al lowance and t h e  c o u r s e - d u r a t i o n  i n  

weeks. I n s t r u c t i o n  c o s t s ,  f o r  i n s t i t u t i o n a l  t r a i n e e s ,  a r e  

c a l c u l a t e d  on t h e  b a s i s  o f  t h e  f i x e d  p e r  diem p e r  t r a i n e e  c o s t  

and t h e  course  d u r a t i o n  i n  t r a i n i n g  days.  For  OJT, i n s t r u c t i o n  

c o s t s  c o n s i s t  o f  a  75  p e r  c e n t  wage subs idy  p a i d  t o  t h e  employer. 

I n  t h i s  c a s e  t h e  c o s t  c a l c u l a t i o n  i s  based upon t h e  average 

7 / weekly wage du r ing  t r a i n i n g ,  and t h e  course  d u r a t i o n  i n  weeks.- 

4. F ind ings  

The major f i n d i n g s  of  t h e  e x e r c i s e  a r e  set  o u t  i n  

Tables  3 through 6 ,  and may be  summarized a s  fo l l ows .  

F i r s t ,  as  f a r  as  a c t i v i t y  l e v e l s  a r e  concerned, the con- 

c e n t r a t i o n  of t r a i n i n g  a c t i v i t y ,  w i t h i n  each occupat ion ,  i n  t h e  

more e f f i c i e n t  t r a i n i n g  method, r e s u l t s  i n  a s h i f t o f  t h e  t r a i n i n g  

locus  from i n s t i t u t i o n s  t o  t h e  work-place. Whereas t h e  a c t u a l  

d i s t r i b u t i o n  of  t r a i n e e s  was 4 9 9 9  i n  i n s t i t u t i o n a l  t r a i n i n g  and 

688 on t h e  job -- o r  87 .9% and 12.1% o f  t h e  t o t a l ,  r e s p e c t i v e l y  

-- t h e  op t ima l  d i s t r i b u t i o n  i s  4,286 i n s t i t u t i o n s  and 1 ,401  on 

t h e  job -- 75.4% and 24.6%, r e s p e c t i v e l y .  The p ropor t i on  of  

c l i e n t s  t r a i n e d  on t h e  job, i n .  o t h e r  words, i s  more than  doubled. 
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??;om Table  3 it may be seen  t h a t  t h i s  r e a l l o c a t i o n  

r e s u l t s  i n  an i n c r e a s e  of  t h e  o b j e c t i v e  f u n c t i o n , t h e  n e t  p r e s e n t  

va lue  of  a d d i t i o n a l  t r a i n e e  e a r n i n g s ,  o f  c l o s e  to. $ 2  m i l l i o n ,  an 

improvement o f  5.4 p e r  c e n t  f o r  t h e  occupat ions  s t u d i e d .  T o t a l  

c o s t  s av ings  amouilt t o  $1.06 m i l l i o n ,  o r  ove r  94 p e r  c e n t  o f  

a c t u a l  expend i tu re s  i n  f i s c a l  y e a r  1971-72. 

The l a r g e s t  s i n g l e  i t e m  o f  c o s t  s a v i n g  i s  l i v i n g  

al lowances,  s i n c e  two occupat ions  i n  t h e  optimum s o l u t i o n  ( a s  

may be s een  from Table  4 )  a r e  t r a i n e d  f o r  by t h e  on-the-job 

method, which e n t a i l s  no expend i tu re s  f o r  l i v i n g  al lowances.  

Close  t o  a  q u a r t e r  of a  m i l l i o n  d o l l a r s  a r e  saved on i n s t r u c t i o n  

c o s t s ,  though t h e  s av ing  on a d m i n i s t r a t i v e  overhead i s  sma l l  

s i n c e  t h e  o v e r a l l  number of  t r a i n e e s  remains t h e  same and average  

overhead c o s t s  d i f f e r  on ly  minimally between t h e  two methods o f  

t r a i n i n g .  

The d i s t r i b u t i o n  of  t h e s e  agg rega t e s  among courses  and 

among occupat ions  i s  shown i n  Tables  4 and 5. I t  w i l l  be noted 

t h a t  f o r  t h e  two occupat ions  which w e r e  a l r e a d y  h e a v i l y  weighted 

towards i n s t i t u t i o n a l  t r a i n i n g  (CCD0411 -- s e c r e t a r i a l  occupa- 

t i o n s ,  and CCP0878 -- c a r p e n t e r s  and r e l a t e d  occupat ions)  op t ima l  

a l l o c a t i o n  i n d i c a t e s  c o n c e n t r a t i o n  of  t r a i n i n g  a c t i v i t i e s  i n  t h i s  

method. For  s t o c k  c l e r k s  and r e l a t e d  occupat ions  (CCD0415), 

where a c t i v i t y  l e v e l s  i n  t h e  a c t u a l  situation were more o r  less 

evenly ba lanced ,  concen t r a t i on  i n  t h e  on-the-job method i s  i n d i -  

ca t ed .  F i n a l l y ,  i n  t h e  c a s e  o f  sewing machine o p e r a t o r s  (CCDO 

856) a r e v e r s a l  of t h e  weight ing i s  i n d i c a t e d :  from a ma jo r i t y  o f  

t r a i n e e s  i n  i n s t i t u t i o n a l  t r a i ~ i n g  i n  t h e  a c t u a l  s i t u a t i o n  t o  

c o n c e n t r a t i o n  i n  on-the-job methods i n  t h e  optimum case .  
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where t h e  op t ima l  s o l u t i o n  i n d i c a t e s  concen t r a t i on  i n  

t h e  i n s t i t u t i o n a l  method t o t a l  c o s t s  a r e  r a i s e d  f o r  t h e  occupa- 

t i o n s  i n  q u e s t i o n  (though on ly  s l i g h t l y  s i n c e ,  a s  a l r eady  

mentioned, a c t i v i t y  l e v e l s  were a l r eady  h e a v i l y  weighted t o  

i n s t i t u t i o n a l  t r a i n i n g  i n  t h e s e  occupat ions)  and where concen- 

t r a t i o n  i n  OJT i s  i n d i c a t e d  s u b s t a n t i a l  c o s t  s av ings  a r e  

achieved,  mainly because of t h e  r o l e  o f  l i v i n g  allowances which 

a r e  ze ro  f o r  O J T .  But p r e c i s e l y  because occupat ions  4 1 1  and 878 

w e r e  a l r e a d y  h e a v i l y  weighted towards i n s t i t u t i o n a l  t r a i n i n g ,  

c o n c e n t r a t i o n  i n  t h a t  method has  a  r e l a t i v e l y  minor upward 

impact on t h e  o b j e c t i v e  f u n c t i o n  f o r  t hose  groups. 

These f i n d i n g s  a r e  re f lecLed  i n  t h e  b e n e f i t - c o s t  

r a t i o s '  shown i n  Table  6.. The r a t i o s  i n  t h o s e  occupat ions f o r  

which i n s t i t u t i o n a l  concen t r a t i on  i s  i n d i c a t e d  i n  t h e  op t imal  

s o l u t i o n  a r e  r a i s e d  on ly  moderately by such concen t r a t i on  -- 
from 3.12: l  t o  3 .14: l  i n  t h e  ca se  of  s e c r e t a r i a l  occupat ions and 

from 3.64:l  t o  3.75:l  i n  t h e  c a s e  of c a r p e n t e r s .  The swi tch  i n  

concen t r a t i on  f o r  sewing machine o p e r a t o r s ,  by c o n t r a s t ,  y i e l d s  

a  s p e c t a c u l a r  rise i n  tlba b e n e f i t - c o s t  r a t i o ,  from 2.70: 1 t o  

7.81: l .  The o v e r a l l  r a t i o  f o r  a l l  occupat ions  i s  inc reased  

from 3.16:l  t o  3 .68: l  a s  a  r e s u l t  o f  t h e  r e a l l o c a t i o n  o f  

t r a i n i n g  a c t i v i t i e s .  

/ s i m p l y  n e t  p r e s e n t  va lue  of  a d d i t i o n a l  e a r n i n g s  d iv ided  by 
t o t a l  c o s t s .  
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 he r e s u l t s  p r e sen t ed  he re ,  which r e l a t e  t o  j u s t  a 

very  few of  t h e  depar tment ' s  many occupa t iona l  t r a i n i n g  cou r se s ,  

s e r v e  t o  p o i n t  o u t ,  f i r s t  of  a l l ,  t h e  cons ide rab l e  d i s p a r i t i e s  

i n  b e n e f i t s  and c o s t s  which exist  among them. ~ e x t ,  t h e  

c o n c e n t r a t i o n  of  t r a i n i n g  a c t i v i t y  i n  t h e  most e f f i c i e n t  

t r a i n i n g  method is r e f l e c t e d  i n  t h e  i nc reased  b e n e f i t - c o s t  

r a t i o s  i n  each occupat ion .  Moreover, wi th  a  given number o f  

t r a i n e e s  i n  each  occupat ion ,  t h e  e f f e c t s  of  such r e a l l o c a t i o n  

a r e  t o  i n c r e a s e  t h e  n e t  p r e s e n t  va lue  of  a d d i t i o n a l  t r a i n e e  

e a r n i n g s  and t o  reduce t h e  . . s i z e  o f  t h e  r e q u i r e d  t o t a l  expendi- 

t u r e s ,  f o r  t h e  occupat ions  a s  a  whole. 

5. Conclusion 

The f i n d i n g s  r epo r t ed  h e r e  a r e  s u b j e c t  t o  a  number o f  

l i m i t a t i o n s  emanating from d e f i c i e n c i e s  i n  s t a t i s t i c a l  i n p u t s  

and methods which, i n  t h e  absence of  b e t t e r  a l t e r n a t i v e s ,  had t o  

be used. While t h e  'name of  game' was t o  conduct  an e x e r c i s e  i n  

conformance w i t h  t h e  depar tment ' s  own e v a l u a t i o n  procedures ,  and 

whi le ,  a s  po in t ed  o u t  i n  s e c t i o n  t h r e e ,  t h e  d a t a  i n p u t s  repre-  

s e n t  an advance over  e a r l i e r  s t u d i e s  of  a ' s i m i l a r  n a t u r e ,  a 

number of  shortcomings n e v e r t h e l e s s  remain. 

F i r s t ,  a s  i n  t h e  Mehrnet s t u d i e s , y  e x t e r n a l i t i e s  a r e  

ignored  d u e . t o  i d e n t i f i c a t i o n  and measurement problems. Second, 

t h e  e s t i m a t e s  of  p e r  t r a i n e e  'overhead c o s t s  a r e  set  accord ing  t o  

a  r a t h e r  a r b i t r a r y  rule-of-thumb. Thi rd ,  t h e  p r e s e n t  s t udy  

employs t h e  s i n g l e  d i s c o u n t  r a t e  of 10 p e r  c e n t  which is now 

conven t iona l ly  used i n  t h e  depar tment ' s  e v a l u a t i o n  s t u d i e s ;  

y o p .  c i t .  



d i f f e r e n t  r a t e s  would a l t e r  t h e  magnitude of  t h e  o b j e c t i v e  

func t ion ,  i f  n o t  t h e  d i r e c t i o n  of r e a l l o c a t i o n .  Fourth,  

e a r n i n g s  g a i n s  due t o  t r d i n i n g  w e r e  e s t ima ted  on t h e  b a s i s  

o f  pre-  and p o s t - t r a i n i n g  comparisons,  r a t h e r  than wi th  t h e  

use of  c o n t r o l  groups.  F i f t h ,  t h e  d a t a  r e f e r  t o  t h e  f i s c a l  

y e a r  1971-72, t h e  l a s t  y e a r  f o r  which follow-up survey m a t e r i a l  

was a v a i l a b l e .  S ince  t h a t  t i m e ,  a s  o u t l i n e d  i n  Chapter  4 ,  

t h e  Canada Manpower I n d u s t r y  T ra in ing  Program, of which on- 

the- job  a c t i v i t i e s  a r e  a  p a r t ,  ha s  undergone cons ide rab l e  

r e o r g a n i z a t i o n ,  s o  t h a t  t h e  f i n d i n g s  o f  t h e  p r e s e n t  a n a l y s i s  

need t o  be  i n t e r p r e t e d  i n  t h e  l i g h t  of  t h e  c u r r e n t  framework 

1 o/ and r e g u l a t i o n s  of  t h e  f e d e r a l  government t r a i n i n g  a c t i v i t i e s . -  

F i n a l l y ,  a s  po in t ed  o u t  i n  s e c t i o n  2 ,  t h e  a n a l y t i c a l  approach 

i s  r e s t r i c t i v e  i n  t h e  s ense  of  l e ad ing  t o  t h e  concen t r a t i on  of  

t r a i n i n g  a c t i v i t y ,  i n  each occupat ion ,  i n  one o r  o t h e r  of  t h e  

two methods o f  t r a i n i n g .  A more e l a b o r a t e ,  and r e a l i s t i c ,  

framework might a l low f o r  a  "mixed" s o l u t i o n .  

I t  i s  hoped, however,. t h a t  what has  emerged from t h e  . 
foregoing  a n a l y s i s  is t h a t ,  where t r a i n i n g  is undertaken f o r  a  

number of  occupa t ions  by more than one method, s u f f i c i e n t  d i f -  

f e r e n c e s  i n  b e n e f i t s  and c o s t s  may a r i s e  a s  t o  c l e a r l y  iden- 

t i f y  t h e  s u p e r i o r i t y  o f  one method f o r  c e r t a i n  occupat ions.  

silt must be po in t ed  o u t ,  i n  a d d i t i o n ,  t h a t  t h e  p r e s e n t  e x e r c i s e  
has  a t tempted  t o  i n c o r p o r a t e  on ly  t h e  growth o b j e c t i v e .  An 
a t t empt  was made, f o r  example, t o  determine t h e  number of  
t r a i n e e s  i n  each course  who a r e  brought  above a  "poverty l i n e "  
a s  a r e s u l t  of t r a i n i n g .  A t  t h e  p r e s e n t  t i m e ,  however, 
depar tmenta l  s t a t i s t i c s  (which igno re  o t h e r  income sou rces  
and which do n o t  t a k e  account  of t h e  p o s s i b i l i t y  o f  a t r a i n e e ' s  
be ing ,  h imse l f ,  a  dependant) o b v i a t e  any meaningful a n a l y s i s  
o f  t h i s  n a t u r e .  



The r e s u l t  o f  t h e  r e a l l o c a t i o n  o f  t r a i n i n g  r e s o u r c e s  i n t o  t h e  

more e f f i c i e n t  t r a i n i n g  methods f o r  t h e  v a r i o u s  o c c u p a t i o n s ,  

i s  a n  i n c r e a s e  i n  t h e  t r a i n i n g  a u t h o r i t y ' s  maximand, and  a 

d e c r e a s e  i n  t h e  v a l u e  of  i t s  r e s o u r c e  i n p u t s .  The d i r e c t i o n  

o f  s u c h  r e a l l o c a t i o n  i n  t h e  p r e s e n t  e x e r c i s e  i s  toward a 

g r e a t e r  emphas i s  upon on- the- job t r a i n i n g  a t  t h e  expense  o f  

i n s t i t u t i o n a l  t r a i n i n g .  



CHAPTER 7 

CONCLUDING COMMENTS 

Federal government expenditures o n manpower tr 

in Canada, which grew rapidly in the late 19601s, have levelled 

off in recent years. This may in part be a reflection of the 

Department of Manpower and Immigration's relatively greater 

emphasis upon direct employment programs such as LIP, LEAP, 

and OFY. Nevertheless the absolute magnitudes involved in the 

training effort are impressive -- expenditures were between 
$300 million and $400 million in each year from 1968 to 1974, 

and projections for 1975 and 1976 fall in the same range. 

Moreover, the continuing importance of manpower training may be 

anticipated (quite apart from bureaucratic inertia) for at 

least two reasons. 

The first is that the poor growth performance and 

high unemployment levels of 1975 may, in the absence of 

masqively efficient policy measures in the, near future, be 

expected to increase the numbers of potential clients of the 

training authority in the coming winter and at least until well 

into 1976. Secondly, there is growing agreement that the 

Canadian economy is experiencing increasing amounts of un- 

employment which stem from soGrces other than the deficiency of 

aggregate demand, and it is to such unemployment that manpower 

policy has traditionally been addressed.v The propriety of 

I' Economic Council of Canada, Labour Market S t u d y ,  Chapter 10 
(forthcoming) . 



economic analysis of training programs would therefore seem 

well warranted, and the relative dearth of published studies 

surprising. 

As shown in Chapter 4, however, the Canada Manpower 

Training Program appears to be oriented towards a number of 

goals, some of which may be complementary but some of which 

may prove conflicting. Thus the evaluative criteria by which 

an economic analysis may be undertaken are difficult to define. 

The growth, stabilization, and equity objectives are all 

officially attributed to CMTP and our empirical evidence per- 

mitted some assessment of the degree to which training is 

oriented to these goals in practice. The program does appear 

to redistribute revenues in favour of the poorer provinces and 

also appears progressive with respect to income classes. A 

strong contraseasonal pattern is apparent and there is some 

evidence of contracyclicality. Moreover, the bene~~t-cost 

ratios claimed for CMTP suggest some success with respect to 

the 'growth objective. It is this latter goal which appears to 

be the dominant one and the one in terms of which subsequent 

analysis in this study was undertaken. 

  he two broad, popular categorizations of training -- 
institutional and OJT -- are both utilized by federal training 
authorities in Canada, but the insignificance of the volume of 

OJT relative to institutional training invites investigation 

of the relativ~: efficacyofthesetwotrainingtypes. From the 



fo rego ing  c h a p t e r s  a  number o f  e x p l a , . . l t i o n s  o f  t h e  overwhelming 

emphasis on i n s t i t u t i o n a l  t r a i n i n g  may be c o n j e c t u r e d .  

F i r s t  o f  a l l ,  t h e  a n a l y s i s  o f  Chap te r  2 s u g g e s t s  t h a t ,  

c o n c e p t u a l l y ,  a  c e r t a i n  amount o f  OJT i s  i n e v i t a b l e .  An 

impor tan t  v a r i a n t ,  l e a r n i n g  from e x p e r i e n c e ,  may be  regarded  a s  

a j o i n t  p r o d u c t  o f  t h e  p r o d u c t i o n  p r o c e s s  i t s e l f .  Thus t h e r e  

may be a  r e l u c t a n c e  t o  spend p u b l i c  money t o  s u b s i d i z e  a  t y p e  . - 
o f  t r a i n i n g  which may be expec ted  t o  t a k e  p l a c e  anyway. An 

a l l i e d  p o i n t  is  t h a t  OJT is  more l i k e l y  t o  b e  s p e c i f i c  i n  

n a t u r e ,  s o  t h a t  t h e  s k i l l s  impar ted a t  p u b l i c  expense  may 

prove u s e f u l  t o  o n l y  a  s m a l l  number of employers .  I n s t i t u -  

t i o n a l  t r a i n i n g ,  by c o n t r a s t ,  s h a r e s  more of t h e  c h a r a c t e r -  

ist ics of  g e n e r a l  e d u c a t i o n ,  which h a s  l o n g  been regarded  as a n  

a p p r o p r i a t e  domain f o r  p u b l i c  i n t e r v e n t i o n .  

Secondly,  t h e  heavy c a p i t a l  e x p e n d i t u r e s  on voca- 

t i o n a l  e d u c a t i o n  i n  t h e  e a r l y  6 0 ' s  c r e a t e d  a l a r g e  number o f  

ins : i tu t ions  whose f u l l e r  u t i l i z a t i o n  was an i n c e n t i v e  t o  

favour  t h e  i n s t i t u t i o n a l  v a r i e t y  o f  t r a i n i n g .  T h i r d l y ,  it i s  

a p p a r e n t  t h a t  d e s p i t e  t h e  u b i q u i t y  o f  OJT v e r y  l i t t l e  e m p i r i c a l  

a n a l y s i s  has  been devo ted  t o  it -- a t  least i n  comparison with 

i n s t i t u t i o n a l  t r a i n i n g  and w i t h  fo rmal  e d u c a t i o n  i n  g e n e r a l .  

Hence t h e r e  a r e  few sound e m p i r i c a l  s t u d i e s  which can  b e a r  

w i t n e s s  t o  t h e  economic e f f i c i e n c y  o f  O J I ,  w h i l e  myriad 

s t u d i e s  ( p a r t i c u l a r l y  under t h e  MDTA i n  t h e  Uni ted S t a t e s )  

c l a i m  impress ive  b e n e f i t - c o s t  r a t i o s  f o r  i n s t i t u t i o n a l  t r a i n i n g .  



As d e s c r i b e d  i n  Chap te r  4 t h e  r e s p o n s e  by employers  

t o  t h e  i n i t i a l  OJT programs was e n t h u s i a s t i c  and it i s  d i f f i -  

c u l t  t o  e x p l a i n  why t h e  p r o p o r t i o n  o f  OJT  a c t i v i t y  h a s  

d e c l i n e d  a g a i n  i n  r e c e n t  y e a r s .  No o f f i c i a l  s t a t e m e n t s  are 

fo r thcoming  on t h i s  s u b j e c t .  Pe rhaps  O J T  was s e e n  a s  b e i n g  

a more s p e c i f i c a l l y  j o b - c r e a t i n g  dimension o f  t r a i n i n g  -- a 

f u n c t i o n  which is  now b e i n g  performed by newer and more 

p o p u l a r  programs o f  t h e  LIP and LEAP v a r i e t y .  

I n  any e v e n t ,  t h e  p a u c i t y  o f  t h e  OJT component o f  

CMTP d o e s  seem a t  odds  w i t h  t h e  a p r i o r i  arguments  c o n c e r n i n g  

t h e  r e l a t i v e  merits o f  OJT and i n s t i t u t i o n a l  t r a i n i n g ,  and 

w i t h  some o f  t h e  few a v a i l a b l e  i t e m s  o f  e m p i r i c a l  e v i d e n c e ,  

advanced i n  Chap te r  5. 

While t h e s e  c o n s i d e r a t i o n s  s u g g e s t  t h a t  an  examina- 

t i o n  o f  t h e  e f f i c i e n c y  o f  t h e  two t r a i n i n g  methods would prove 

i n t e r e s t i n g  and u s ~ ~ i l i l ,  one f u r t h e r  p o i n t  s u p p o r t s  t h i s  view. 

I n  ? number o f  o c c u p a t i o n s  covered  by CMTP, t r a i n e e s  may b e  

t r a i n e d  e i t h e r  by OJT or by i n s t i t u t i o n a l  t r a i n i n g ,  s o  t h a t  

i d e n t i f i c a t i o n  o f  t h e  most e f f i c i e n t  method f o r  e a c h  o c c u p a t i o n  

may y i e l d  s i g n i f i c a n t  improvements i n  t h e  a l l o c a t i o n  o f  

depar tmentai  r e s o u r c e s .  

An i l l u s t r a t i v e  approach  t o  t h i s  problem was set o u t  

i n  Chap te r  6. The e x e r c i s e  covered f o u r  populous  o c c u p a t i o n s  

i n  which some t r a i n e e s  r e c e i v e d  i n s t r u c t i o n  i n  i n s t i t u t i o n s  

and o t h e r s  r e c e i v e d  it on t h e  job.  The 5,687 t r a i n e e s  covered  

i n  t h e  a n a l y s i s  were t r a i n e d  a t  a  t o t a l  c o s t  o f  o v e r  $11 m i l l i o n  



in fiscal year 1971-72, and collectively enjoyed total benefits 

(in the form of the net present value of additional earnings 

due to training) of close to $35 million. When trainees, in 

each occupation, are all trained by the method distinguished 

as the most efficient for that occupation the department's 

objective function is increased by 5.4 per cent, and its total 

costs reduced by over nine and one-half per cent. The analysis 

suggests the potential gains which might be achieved from 

simply distinguishing, and using exclusively, the more efficient 

training method in those occupations in which both methods 

(separately) are presently employed. 

Final];, the reallocation indicated in the analysis 

of Chapter 6 is in the direction of greater emphasis upon 

OJT -- the proportion of trainees' in OJT is more than doubled. 
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