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Because it helps broaden
the range of skills of people
in industry, continuing
training is regarded as con-
tributing to individuals’ ca-
reer advancement by creat-
ing opportunities for better
pay and improving qualifi-
cations... In this respect
training is also considered
as an investment for the in-
dividual concerned and
should consequently have
an impact in wage terms.

1) This article reports some of the
chief findings of research into “Sala-
ries, negotiations and employment
policies” which was put out to tender
by the French Commissariat du Plan
in September 1995 and in which
Anne-Marie Daune-Richard and Eric
Verdier collaborated. As well as con-
tinuing vocational training the report
analyses the changes that have taken
place in initial vocational training as
regards the general or occupation-re-
lated nature of qualifications and
looks at how their recognition in wage
terms developed between 1977 and
1993 in France and between 1984 and
1993 in Germany. We are grateful to
the German Institute for Economic
Research (DIW) for making the pub-
lished version of the German Socio-
economic Panel (GSOEP) available to
us and to LASMAS-IDL for allowing
us to access the Training and Occu-
pational Qualifications Surveys of
INSEE.
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Remuneration of
continuing vocational
training and skill-
building under the
German and French
education systems!

Introduction

Since economic science accepted the
theory of human capital, training has usu-
ally been considered a form of investment
(Becker 1964). And indeed, since train-
ing involves expenditure, is the result of
a choice and is expected to yield a ben-
efit greater than the expenditure approved
it can be said to meet the theoretical cri-
teria for an investment.

So far as employers are concerned it is
doubtful whether the decision to provide
their personnel with vocational training
is philanthropically motivated, whichever
the country concerned, the objective gen-
erally being to enhance the productivity
of their workforce. In France, Delame and
Kramarz (1997) have shown that the im-
pact of training on a firm's performance
is positive so long as the expenditure in-
volved is higher than the legal minimum
- which accords with the definition of in-
vestment given above. Generally speak-
ing studies on the effectiveness of train-
ing from the employer’'s point of view
conclude it to be significant and positive
(OECD 1995).

The role of in-company continuing train-
ing can be defined in terms of its three
prime objectives:

0 To make good individuals’ lack of ba-
sic skills;

00 To adapt employees’ specific skills to
a firm’'s short-term needs;

O To prepare employees for a forthcom-
ing major change in their technical or or-
ganisational environment.

Because it helps broaden the range of
skills of people in industry, continuing
training is regarded as contributing to in-
dividuals’ career advancement by creat-
ing opportunities for better pay and im-
proving qualifications. Moreover, this aim
is expressly mentioned in the German law
of 1969 and the French law of 1971 (see
Inset 1: Legal provisions). In this respect
training is also considered an investment
for the individual concerned and should
consequently have an impact in wage
terms. It is on this that the present article
will focus.

However, as the three objectives men-
tioned indicate, one cannot effectively
deal with this subject without consider-
ing it in relation to the initial training avail-
able. Continuing vocational training is
embedded in a system for the imparting
of skills involving, consecutively, the edu-
cation system, skill-building measures and
career advancement in the context of
employment. Its rationale is thus inescap-
ably rooted in an institutional context.
One may therefore posit that the manner
in which skills are imparted under the
education system partly determines the
extent and level of in-company continu-



ing training, which in turn will determine
access to training and its effects.

This makes it particularly interesting to
situate continuing training in a societal
context, justifying the adopted method-
ology of an international comparison in
order to evaluate the hypothesis. The
choice of France and Germany results
from the fact that the “production char-
acteristics” of their educational systems
differed considerably during the seven-
ties. Since then the French education sys-
tem has undergone wide-ranging devel-
opment that has enabled it to make good
some of the ground separating it from the
German system. Again, the relationship
between training and employment in the
two countries was also very different, as
is confirmed ny the work of Maurice,
Sellier and Silvestre (1982) and of Géhin
and Méhaut (1993), making it possible to
put the most recent developments in per-
spective.

The major changes that have taken place
in the French education system would
seem to have altered the place and the
role of continuing training. During the
sixties when workers possessed only scant
initial training, continuing training was
used to build skills within the internal
markets of the firms themselves. The
marked increase in the number of those
acquiring initial school-based training in
the eighties did not go hand in hand with
a structural overhaul of the training avail-
able, which is still directed chiefly to iden-
tifying an individual’s potential abilities.
Consequently, progress within firms
would now seem to be governed by a
process of weeding out and selection with
a view to identifying the best performers
likely to take advantage of the continu-
ing training provided. Seen from this
standpoint continuing training is con-
ceived not so much as an accumulation
of human capital as the implicit recogni-
tion of competence previously acquired.
In Germany, on the other hand, the ini-
tial training system has since the sixties
been important in terms of numbers and
in terms of quality directed to meeting
the requirements of industrial firms. De-
spite emerging threats to the continuing
stability of the dual system it remains a
central feature of the German education
system. Consequently, continuing train-
ing is directed to the acquisition and ex-
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Inset 1:
Legal provisions concerning vocational training in
France and Germany

Following the passing of the Law of 16 July 1971, continuing vocational training in
France was developed with a view to remedying two deficiencies causing concern
at the time, namely

O To make good the shortage of skilled technical personnel, particularly at tech-
nician and foreman level, attributable to weaknesses in employees’ initial training
- compulsory schooling was only extended to the age of 16 in 1969.

0O To offer those who had left the education system without any general or voca-
tional qualification certificate a second chance to train. This was aimed at the
practical objective of social advancement by opening the way to new career
opportunities.

In fact, the 1971 law required firms with at least 10 employees to share in the
financing of continuing vocational training. The minimum contribution of 0.8% of
the total payroll originally prescribed has in the meantime risen to 1.5%. This
definition of training involving a financial obligation means that French firms spend
substantially more on training than do their counterparts in other European coun-
tries - namely 2.8% of total payroll compared with 1.25 in Germany? (Aventur,
Mdébus 1996). Since 1992 firms with fewer than 10 employees have been obliged
to contribute a minimum of 0.15% of their total payroll.

The situation with regard to continuing vocational training in Germany is gov-
erned by two main laws:

O The law on vocational training of 1969 which created the dual system and
governs certain forms of continuing training and retraining. According to Arti-
cles 46 and 47 of this law as quoted by M&bus (1996)“ Continuing vocational
training for purposes of adaptation and career advancement must make it pos-
sible to maintain occupational knowledge and skills, to enhance them and to
adapt them to technical developments or to rise in the occupational hierarchy”
The government’s role is mainly confined to certification, which assures those
receiving training of better recognition of their qualifications.

O The law on the promotion of employment of 1969 provides for the public
funding of continuing training in the form of payments made to individuals
with a view to bringing their qualifications more into line with labour market
requirements. It thus gives all employees a right to continuing training.

However, three-quarters of this assistance is currently being directed to job-seek-
ers; moreover, there is no requirement for firms to participate in the continuing
training of their employees (Mdbius 1996).

Given the absence of any obligation on the part of firms to finance continuing
training and the importance attached to individual initiative (Géhin and Méhaut,
1993) firms’ own continuing training activity tends to be directed mainly to the
continuing upgrading of workers’ skills as their work demands.

2) Findings of a Community survey of in-company continuing training conducted in 1993. Prior har-
monisation of the categories used and the methods of calculation in each country explain why the
figure is lower than the 3.3% usually quoted in French publications.
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“Major changes in the
French education system
have altered the place and
the role of continuing train-
ing.”

“Since in France vocational
training mainly took place
in firms, the latter were
faced with the need to cre-
ate the conditions to ensure
that their employees would
remain with them for a
good length of time. Hence
the adoption of specific
rules for the functioning of
their internal labour mar-
kets.”
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tension of skills and accords with employ-
ers’ recognition of initial training.

We shall now look at how training is struc-
tured within the two education systems
and its consequences for qualifications
and wages, before proceeding to analyse
the way in which continuing training is
reflected in remuneration in France and
in Germany.

Relationship between ini-
tial training, qualifications
and wages

We shall first look at the situation as it
existed in the sixties and seventies and
then at the changes that have taken place
in initial training in the two countries
being considered, with particular refer-
ence to the structure of formal qualifica-
tions and their recognition for career pur-
poses. Having identified the different prin-
ciples underlying skill-building at the ini-
tial training stage in France and Germany
we shall show the differences that sepa-
rate the two countries as regards the fix-
ing of qualifications and wage levels. Fi-
nally we shall attempt some predictions
as to the future use of continuing train-

ing.

Marked disparity in the proportions
of formal qualifications in the sixties
and seventies

In the sixties the two countries differed
not only because of the occupation-ori-
ented nature of most training courses in
Germany, but also because of the very
small proportion of French workers hold-
ing a certificate of initial training. In 1970
60% of French workers were without any
kind of formal qualification compared
with only 20% in Germany. If we look at
the proportion of those holding a certifi-
cate of vocational qualification and dis-
regard higher education, the figure is 27%
in the case of France and 69% for Ger-
many (Maurice, Sellier, Silvestre 1979)
Eight years later, looking only at the in-
dustrial sector and considering only men,
French wage-earners holding a vocational
qualification certificate still represented
under a third of the total figure,whereas
in Germany they accounted for 75%.

These very diverging patterns reflect a
different correspondence between job
level and training, close in one case and
very loose on the other. Thus in 1978 more
than 90% of skilled male workers over 35
in Germany held at least a certificate of
apprenticeship whereas 65% of their
French counterparts had no formal quali-
fication at all.

The curious functioning of the labour
markets

With almost two-thirds of France’s active
workforce without qualifications in the
early seventies, firms were themselves
obliged to provide their workers with the
necessary industrial skills. Since voca-
tional training mainly took place in firms,
the latter were faced with the need to cre-
ate the conditions to ensure that their
employees would remain with them for a
good length of time. Hence the adoption
of specific rules for the functioning of their
internal labour markets. Looked at from
this point of view, wage progression
based on length of services with a firm
and systems of internal promotion had to
provide the motivation for employees to
acquire skills and retain them once train-
ing was completed and enable the firm
to benefit from its expenditure through
increased job mobility. In-company con-
tinuing training as a means of skill-build-
ing was clearly regarded as an investment
of benefit to both employer and employ-
ees.

In Germany the considerable work done
on the dual system has underlined the
importance of the way it is regulated
through cooperation between central gov-
ernment bodies and workers’ and employ-
ers’ organisations. Cooperation in the
design of training courses lent legitimacy
to the structuring function of initial train-
ing as regards vocational qualifications
and the demarcation of areas of mobility
on the labour market (Blossfeld and
Mayer, 1998). The lesser remuneration of
age and experience compared with France
(Depardieu and Payen, 1986) and the
smaller qualification-related wage differ-
entials, as well as the greater uniformity
in the division of labour in German firms
(Maurice, Sorge and Warner, 1980) clearly
reflect this influence. The cross-sector
acceptability of certificates of vocational
training and the degree of inter-firm mo-



bility which this confers did not encour-
age employers to generously reward their
employees for years of service even
though the age distribution of the
workforce was fairly similar to that of
France. As a result with qualification and
continuing vocational training an exten-
sion of initial training, training had the
power to structure job markets well be-
yond the first years of working life.

Differing trends in initial training in
the eighties and nineties

In 1989 the proportion of the total active
working population without a formal
qualification was 43% in France and 19.5%
in Germany®. In 1993 the proportions in
the case of employed males were 36% (not
including BEPC - certificate of first stage
of education) and 15% respectively*.
These figures show the enormous increase
in the number of those leaving the French
education system with a formal qualifica-
tion, particularly since the beginning of
the eighties, while the situation in Ger-
many showed little difference from this
point of view.

Rapid increase in initial training avail-
ability in France

One of the most striking indicators is the
fact that in less than 15 years the propor-
tion of a generation taking the bacca-
lauréat rose from 34% in 1980 to over 70%
in 1974. Over the same period those
graduating from an institution of higher
education rose from 15.2% to 36.3%. Thus
by 1995 more than a fifth of the total ac-
tive population held a certificate of higher
education (Gouy et al., 1996).

At the same time the government real-
ised the need to make training more work-
oriented. This resulted inter alia in the
creation of the vocational baccalauréat in
1985, the overhaul of the content of the
CAPs (certificates of vocational aptitude)
and in making in possible in 1987 for all
vocational and technical qualifications to
be gained through work-based (combined
on-the-job/off-the job) training. Another
sign of the change was the explosive
growth in the number of people on oc-
cupational courses of higher education:
between 1972 and 1994 the number of
students registered at university institutes
of technology (IUTs) increased fourfold
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and those attending higher technician
(STS) courses increased by a multiple of
eight, while the number of students at the
engineering colleges was only 2.5 times
the 1994 figure.

More moderate increase in Germany

In 1965 almost 55% of the active popula-
tion held a certificate of apprenticeship
and although the figure fluctuated it was
still at this level in 1989 and always above
50% in the mid-nineties. The work-based
system of vocational training thus contin-
ues heavily to influence initial training in
Germany, attracting up to 70% of young
people in an age group in the first half of
the eighties.

Since the end of the eighties the dual sys-
tem’s contribution to the German labour
market has been slightly lower in percent-
age terms. This is due to a number of fac-
tors. One is the growing importance of
the long phase of secondary education -
the Gymnasium - which now accounts for
almost 30% of the number of those leav-
ing the education system, who then have
direct access to higher education. Another
is the reduced opportunities for promo-
tion for those holding “Techniker” (tech-
nician) or “Meister” (master craftsman)
qualifications (Drexel, 1993): A third is
the manifest desire both of young people
and their families that they should go on
to higher education (Schober and Tessa-
ring, 1993). Several indicators confirm the
reality of these phenomena. Thus in 1990
almost a third of those first registering with
an institute of higher education had pre-
viously followed a course of vocational
training under the dual system and for
the first time the number of students in
higher education exceeded the number
of apprentices (Adler et al.,1993). The
take-up rate for apprenticeships fell to
0.55 in 1992 and even to 0.41 in the metal
industry whereas in the mid-eighties the
number of apprenticeship vacancies on
offer was always insufficient to meet de-
mand. There are increasing signs that large
firms are offering fewer vacancies for
apprentices. In the first half of the nine-
ties the number of vacancies decreased
by five percentage points compared with
the proportion accounted for by craft
trades (Pfeiffer, 1997). All in all, supply
and demand factors are combining to
undermine the system of initial training,
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“With qualification and
continuing vocational train-
ing an extension of initial
training, training had the
power to structure job mar-
kets well beyond the first
years of working life.”

3) With at best the BEPC but without
any vocational qualification in France
and with a completed Hauptschule
and Realschule with or without a cer-
tificate of vocational qualification in
Germany (Mébus and Sevestre, 1991).

4) This does not include the popula-
tion in the east of Germany.
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“In France recognition
given to vocational training
is still very much governed
by a level-of-education men-
tality and the traditional
method of selection on the
basis of scholastic per-
formance persists.”

"The skills to be provided
by training under the dual
system are specifically
identified by employers,
which ensures a close
match between job catego-
ries and wage levels and a
cross-sector acceptability
of qualifications on the la-
bour market. This double
effect legitimises initial
training’s function of deter-
mining qualifications and
wage levels.

5) The average salary for employed
men without a qualification is indexed
at 100 for each country. Those with
the highest qualifications have an in-
dex value of 362 in France compared
with 234 in Germany (Béret et al.,
1997).
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which nonetheless largely remains domi-
nant.

The thinking underlying initial train-
ing remains specific to the country
concerned

In France recognition given to vocational
training is still very much governed by a
level-of-education mentality and the tra-
ditional method of selection on the basis
of scholastic performance persists
(Verdier, 1995). Consequently progress
through the levels of initial training where
the governing criterion is the demonstra-
tion of theoretical, abstract knowledge
involves a gradual weeding out process
and increasing selectivity as regards abili-
ties and their upward standardisation.
Under this system of values technical and
practical skills are perceived as attributes
of low capacity for abstract thinking and
as only worthy of interest when backed
by a high level of general education. As a
result the market recognition of the con-
tribution of training to productive effi-
ciency is guided by the level of the re-
lated formal qualification, which is taken
as a measure of an individual's ability. In
this respect the education systems’ organi-
sation is designed to assure the weeding-
out function and, in a second stage, to
provide the knowledge and skills usable
in the labour market. This situation is
largely due to the fact that in France the
contribution of firms and employers’ or-
ganisations to the design of formal quali-
fications is generally restricted to consul-
tation, whereas in Germany they are ac-
tively involved in negotiating vocational
training content (Mo6bus and Verdier,
1997).

In Germany training provided under the
dual system is two-thirds financed by firms
who also participate in drawing up train-
ing requirements and determining the
skills young people have to demonstrate
at their various examinations. This heavy
involvement of industry tends to stand-
ardise the general skills of young appren-
tices which otherwise could vary accord-
ing to the type of secondary school course
chosen. As a result the market position-
ing of those holding certificates of appren-
ticeship will depend more on the nature
of their specialist training than on the
number of years of secondary schooling.
Similarly, the skills to be provided by

training under the dual system are spe-
cifically identified by employers, which
ensures a close match between job cat-
egories and wage levels and a cross-sec-
tor acceptability of qualifications on the
labour market. This double effect legiti-
mises initial training’s function of deter-
mining qualifications and wage levels. As
a result the wage hierarchy® and the im-
pact of job experience on wage progres-
sion are less marked than in France. One
has only to compare the situation of hold-
ers of a certificate of apprenticeship in
Germany with that of French holders of a
vocational CAP or BEP (brevet d’études
professionelles) and of those with a tech-
nical baccalauréat.

Structuring of wages on the labour
market (specific to each country)

This is shown inter alia by a less marked
scatter in the salaries of holders of dual
system qualifications in Germany com-
pared with people in France with similar
qualifications (see Table 1). Furthermore,
the margin of progression of wages as
workers gain experience would seem to
be far less marked in Germany than in
France, indicating that employers give
immediate recognition to productive
skills. Since their qualifications are quite
clear and their knowledge can be imme-
diately applied, holders of dual system
qualifications are soon paid according to
their level of competence and fairly simi-
larly. Wage progression, though less
marked than in France, operates on the
basis of subsequent acquisition of skills
on the job and through continuing train-
ing, building on the skills acquired dur-
ing initial training.

In France the abundance and diversity of
initial training courses now available to
young people considerably reduces the
need for firms to build their workers’
skills. However, given the adherence to
the idea of selection on the basis of abil-
ity which governs the number of those
who successfully qualify, uncertainty as
to the competence of those turned out
by the system is still considerable. The
way in which the system of formal quali-
fication filters out the most able also re-
flects in markedly higher wages during
the first years of working life, although
the gap then closes rapidly. Since formal
qualification certificates are thus seen as



predicting productive capacity and indi-
vidual behaviour, they essentially play an
allocating role, determining the level at
which a holder enters the firm and his
scope for career development. Subse-
quently, experience takes over from for-
mal qualification in deciding career ad-
vancement and wage progression through
selective, differentiated manpower man-
agement. At this stage uniform systems
of wage progression based on age and
experience lose their raison d'étre even
though they are enshrined in collective
agreements (Grandjean, 1989). Despite
the increased proportion of those with
many years of service with their firm
(OFCE, 1996) the contribution of age and
experience to salaries generally is clearly
shrinking (Béret, 1992). This is not the
case in Germany (see below).

When firms resort to continuing vo-
cational training

In Germany in-company continuing train-
ing still has an important role to play in
employees’ acquisition of skills. Surveys
carried out by Géhin and Méhaut (1993)
show that such training has three major
characteristics:

O Organisation of continuing training is
closely linked to initial training because
of the resources available for initial train-
ing that can also be used for continuing
training;

O The decision as to who is to partici-
pate in continuing training is markedly
decentralised to department or workshop
level;

O Continuing training is closely integrated
with production.

This kind of contining training is far more
liable to be effective since it is juxtaposed
with the set of skills acquired during ini-
tial training, whose usefulness is already
well established. Empirical studies show
that continuing vocational training is very
rarely given to personnel with no initial
qualification and that it is mainly directed
to people starting out in working life,
chiefly those aged between 25 and 35.
On the basis of the 1991 Microcensus data
Pfeiffer and Brade (1995) show, for ex-
ample, that job experience enhances the
probability of participation in a training
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Table 1
Wage dispersion and wage progression as a function
of experience in 1993

Country France Germany

Certificate of CAP or BEP  CAP or BEP Technical Dual system

initial training*  without BEPC  with BEPC  baccalauréat qualification
Wage dispersion 0.47 0.47 0.46 0.40
Experience-based wage

14 years 100 100 100 100
20 years and over 148 173 145 115

Dispersion index: interquartile (Q3-Q1)/Q2
Population: men, survey see Inset 2

* The BEPC is the certificate awarded by schools at the end of the first four years of general secondary
education. The CAP and BEP are vocational certificates awarded on completion of a short cycle of
technical education which does not necessarily require the BEPC. The technical baccalauréat is the
certificate awarded on completion of secondary education for those courses mainly comprising tech-
nical subjects. Like the general baccalauréat, it provides access to higher education.

course during the first seven years of
working life, after which it decreases.

It thus seems safe to assume that in the
nineties continuing training is still re-
garded as an investment from which the
employee also stands to benefit in terms
of higher wages.

In France use of manpower has to allow
for the relative uncertainty that exists as
to individuals’ productive efficiency. In-
ternal career management is used to
indentify competence by means of job
rotation. Here enhancing employees’ skills
is only a secondary objective. Determin-
ing employees’ productive abilities ena-
bles training to take better account of
existing skills and abilities, so that the
training component of internal markets
will only truly be mobilised for that frac-
tion of the workforce that is best inte-
grated into the organisation, having dem-
onstrated both competence and commit-
ment. A firm following this procedure can
rely on training bringing the hoped-for
increase in productive efficiency.

Two arguments support this interpreta-
tion:

O A comparison of the conditions for ac-
cess to continuing training in France and
CEDEFOP
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“The facts suggest that dur-
ing the nineties France wit-
nessed the decoupling of
conditions justifying higher
pay and those giving access
to continuing training.”

6) Initial model which includes the
number of years of study, job experi-
ence, service with the firm and the
square of these variables. We refer
readers to the report for the detailed
results.

7) We shall give the results of using a
method for correcting this bias.
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Germany with the same set of explana-
tory variables showed that years of serv-
ice with the firm and the fact of having
benefited from internal mobility prior to
training carry considerable weight in
France but are irrelevant in Germany. In
other words, in France those who have
been longest in a firm and whose career
has been punctuated by job rotation have
a greater chance of participating in in-
company training.

0 On the other hand, as the economy
slowed down in the early nineties it was
found that manpower management meas-
ures were gradually leading to the crea-
tion of a core workforce possessing
competences of key importance for the
firm, on whom continuing training efforts
was tending to be concentrated (Bentabet
and Marion, 1995).

These various facts suggest that during
the nineties France witnessed the decoup-
ling of conditions justifying higher pay
and those giving access to continuing
training. In other words training in itself
is seen as a reward, a recognition of work-
ing efficiency whose chief purpose is to
objectively demonstrate the relative suc-
cess of the person concerned in the se-
lection procedures used as the main ba-
sis of reference for planning internal ca-
reers.

These hypotheses, which run contrary to
the principles guiding firms’ use of train-
ing, will be tested in the second part of
this article.

The wage impact of con-
tinuing training in France
and Germany

Generally speaking the thinking underly-
ing training in the education systems of
the two countries seems to reflect essen-
tially different attitudes to its remunera-
tion.

A study recently completed permits some
responses to be given to the hypotheses
formulated (Béret, Daune-Richard,
Dupray, Verdier, 1997). The definitions of
populations, surveys and models used are
given in Inset 2.

The first point to be checked is whether
there has been a change in the wage im-
pact within firms. Thus at the beginning
of the nineties the reward for long serv-
ice with a firm was no longer significant
in France, whereas it was still substantial
in Germany (Table 2, model 1) This is
very important since it implies that there
is no longer an accumulation of specific
human capital for everyone in France and
that continuing training may play a dif-
ferent role in the internal skill-building
process.

Three possible indicators can be used to
assess this aspect:

0 The last training course attended,
whether recent (FPC1)

0 or a long time back (FPC2)

0 The total number of courses attended.

The first two indicators may allow us to
pinpoint any change in the way in which
continuing training is remunerated. They
are used to test that continuing training
in Germany is underpinned by the con-
cept of accumulating vocational skills
whereas in France it is seen as a selective
form of reward for those employees who
have been identified as the most produc-
tive or as having the greatest capacity for
career advancement. From this point of
view the number of training courses at-
tended would testify to the degree of abil-
ity an individual was considered to have.
To this end simultaneous incorporation
in a wage equation of the number-of-
courses-attended indicator and the two
variables for the last course attended
makes it possible to predict that it is the
number of training courses attended that
will carry the greatest weight in France.
In Germany, on the other hand, it is the
last training course that is likely to be the
deciding factor. Finally it is possible to
take account of any bias deriving from
non-random selection of trainees, viz. that
training is given to the best paid’

Continuing training pays better in
Germany

In Model 2, the simplest, we see first of
all that the wage remuneration for the last
training course if recent (FPC1) is signifi-
cantly less in France (the wages of those
who have received training are 8.8%



higher than those who have not) than in
Germany®. The same is true when one
looks at those whose last training course
took place in the earlier period (FPC2,
Model 3). Apart from the fact that this
difference suggests that continuing train-
ing is taken into account more by Ger-
man employers, the subsequent remu-
neration can also be explained by the fact
that qualifications obtained at initial train-
ing level are transferable. The significant
reward in wage terms can then be see as
an attempt to prevent employees from
moving to another firm.

Also worth noting is that, unlike the situ-
ation in Germany, in France it is when
the last training course attended lies fur-
ther back in time that the pay-off is bet-
ter. However, the difference between the
two French figures is not sufficient to jus-
tify the conclusion that the method of al-
locating and rewarding continuing train-
ing has changed. In order to interpret this
difference one must also consider the
number of training courses attended by
employees. In France 42.9% benefited
from at least one continuing training
course during their working life. The av-
erage number of training courses attended
by all in 1993 was 1.61. In Germany, over
an average period of 7 years, 37.1% of
employees attended a course of training.
For the workforce as a whole the average
number per person in 1993 was 1.51.
These figures testify to the greater spread
of continuing training among the active
population in Germany. The inclusion of
this indicator in the model permits us to
calculate the reward for the total number
of training courses in wage terms.

The gross figure turns out to be very high
(Model 4), particularly in France where
each course has the effect of boosting
earnings by 3.1%, outstripping the impact
of job experience, for example. This ini-
tial result is very important since it sug-
gests that the reward for continuing train-
ing is gained on the basis of an accumu-
lation similar to that of the number of
years of education or job experience. The
way in which this accumulation is re-
warded, however, differs considerabbly
between the two countries; this is shown
by simultaneously taking into account the
last training course attended and its tim-
ing, and the total number of training
courses (Model 5).
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Inset 2:
Definition of populations, surveys and models used

O Male and female employees working in the private and semi-public sectors in
1993 who had been employed in France in 1988 and in Germany (western part
only) in 1989.

O INSEE 1993 Training and Occupational Qualification Survey for France, Ger-
man Socioeconomic Panel for Germany. These surveys covered 5139 individu-
als in France and 2913 in Germany.

O In France continuing training has been taken to be the last training course
attended at the employer’s initiative. In Germany it is the last training course
attended but it is difficult to identify the initiator because replies to this ques-
tion referred to the most important training course and not the last one. Since
it would appear that the reward in wage terms and the duration of training
courses are fairly similar, regardless of whether the most important course was
undertaken in whole or part on the employer’s initiative, the lack of precision
as to the origin of the last training course is unlikely to affect the analysis.

O FPC 1: This signifies that the last course attended was in the period 1989-1992
in France and between June 1990 and June 1993 in Germany.

O FPC 2: This indicates that the last training course took place in the preceding 4-
year period (1985-1988) in France and the preceding 3.5-year period (1986-
1989) in Germany.

O We also have the total number of training courses attended throughout the
person’s working life in France and during the 7-year observation period in
Germany.

0O The models tested are gain functions of the type:

Log Wi =cte + al ETUi + a2 ETUi?+ b1 EXPi + b2 EXPi? + c1 ANCi + c2 ANCi?
+ ¢3 NBFPC + dj FPCij + gk SEXik + hl DURIl + Ui

] k I
where
w is the annual wage in France and monthly wage in Germany
ETU number of years of education
EXP is “real” working experience between 1993 and the first job
ANC is years in service with the firm at 1993
FPC is continuing training
NBFPC is the number of continuing training courses,
SEX is sex and
DUR duration of work.

Changes in use of continuing training

in France

Lo . 8) In France over a four-year period
While in France the return in wage terms 19.6% of wage-earners had taken part
on the number of continuing training in continuing training organised by
courses attended remains very high, train- their employer (and 3% had attended
. ived in the more recent period training on their own initiative but
Ing received In . ! P they are not counted here); the total
does not reflect in a wage increase, con- for Germany was 25% in three and a
trasting with the situation when the last half years.
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Table 2.

Wage impact of years of service and different
continuing training variables

Dependent variable France Germany
Log (net annual wage for France) 1992 1993
Log (gross monthly wage for Germany)
Model 1 Years of service +0.28 ns +1.16
Model 2 FPC 1=
last course attended in last +8.8 +14.5
four years, including year of wage
Model 3 FPC 1 +9.8 +18.1
FPC 2 attended during
four years preceding FPC 1 +12.2 +16.9
Model 4 Number of courses +3.2 +2.3
Model 5 Number of courses +3.1 +0.8
FPC 1 ns +14.7
FPC 2 +9.1 +15.0

Coefficients x 100; all significant at threshold of 1% error/ns = not significant at 10%.

9) Computer models designed to as-
sess the conditions for external mo-
bility show continuing training as hav-
ing a negative influence on the move
to another firm. See also Goux,
Maurin (1997).
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training course took place during the ear-
lier period. This finding would seem to
indicate a change in the way in which
continuing training was regarded. And in
fact, a similar calculation carried out in
connection with the Training and Occu-
pational Qualifications Survey in 1997
showed that the number of training
courses attended brought a high pay-off
in wage terms but also that the impact of
continuing training differed little accord-
ing to when it took place. Thus in the
seventies it would seem that continuing
training was mainly regarded as an invest-
ment to provide employees with the tech-
nical and other skills needed for the firm’s
activities. Later on the allocation of train-
ing apparently took place on the basis of
a system of selection and categorisation
whose effect was to send out recurrent,
favourable signals to employees who the
firm hoped would be loyal and remain
with the company?®. This theory is corrobo-
rated by the fact that the average number
of training courses followed is 4.05 for
those falling under the FPC1 heading but
only 2.2 in the case of those covered by
FPC2. In other words, those employees
who benefited from continuing training

in the more recent period had already
attended on average 3 other courses, only
the succession of which is definitely
worthwhile. From this point of view fre-
quent participation in training would seem
to testify to the effective performance of
the employees concerned.

Training still regarded as an invest-
ment in Germany

For Germany, on the other hand, the wage
impact of the number of training courses
drops very sharply when one also con-
siders the last course attended and its date,
even though the average number of
courses attended by those whose most
recent course took place in the period
1990-1993 was 4.7. Moreover, whatever
the period being considered the last train-
ing course still has a very marked impact
in wage terms. This finding suggests that
the value of continuing training is assessed
on the basis of an accumulation of hu-
man capital. Since for many continuing
training is an extension of the technical
and other training acquired during initial
training, part of its recognition in wage
terms must be seen in the light of the dif-
fering opinions regarding the importance
of technical and vocational knowledge for
a firm's performance. In this context a
whole series of continuing training
courses nonetheless remains profitable,
even though the profitability is much re-
duced due to the decrease in the mar-
ginal return on the training investment
from the point of view of acquisition of
human capital. Each training course thus
has an effectiveness of its own regardless
of the previous courses attended by the
employees concerned.

Contrary to the German situation, se-
lection for training explains its wage
impact in France

Another way of looking at the intrinsic
productive contribution of continuing train-
ing is to analyse the way in which people
are chosen for these courses according to
their vocational characteristics - formal
qualification, category, age etc. In other
words one considers more directly the
possibility that the employees selected for
training are those whom the firm consid-
ers to be the best. In this sense the wage
return on continuing training could also
reflect the existence of this bias in the se-



lection of trainees rather than the actual
contribution of training to increased effi-
ciency®. To do this we first corrected the
selection bias for the last training course
and then calculated the average salary the
same employees would have received had
they not been given training..

These calculations showed that the effect
of selection for training was very great in
France but insignificant in Germany.
Moreover, in the case of the French work-
ers taking part in training has no impact
in wage terms since wages are mainly
determined by factors predating continu-
ing training. Continuing training, there-
fore, does not in itself produce any ben-
efit in wage terms in France, whereas in
Germany it has a positive impact on pay
over and above the effects of selection.
These results reinforce the earlier ones
and confirm the fact that training is con-
sidered an investment in Germany and the
gradual move towards selection in France,
where training is only thought to upgrade
potential skills and provide post facto
jusitification for the privileged earnings
situation of those employees chosen to
undergo training.

Conclusion

Several lessons can be learned from this
study of the situation in France and Ger-
many.

France is notable for the disappearance
of a wage reward paid by companies as
age and experience increase. There is
nonetheless a process of selection of
employees, judged to be more talented
or efficient, who are put through one or
more continuing training courses. The
apparent substantial reward masks the fact
that these employees are already the high-
est paid and that the training in itself does
not bring with it any financial advantage.
The rationale of this training is different:
employees who have undergone training
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