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Abstract

The provision of, and participation in, workplaceihing and development has
received significant recent attention in Austrailathe face of rapid technological
change, an ageing labour force and a growing s&flbrtage. Accordingly, many
organisations have put in place policies and preesi that ostensibly aim to
encourage and support increased employee partigpah training programs. From
a theoretical perspective, human capital theorersffsubstantial insights into the
economic benefits of training for the employee #rel firm, and provides various
predictions about the characteristics of individsiahost likely to choose training
programs. Drawing on an experimental choice analysinducted in an Australian
public sector organisation, this paper examines dpplicability of some of these
theoretical predictions to workplace training. lanicular, it focuses on the training
choices of highly educated workers.

Introduction

In the face of rapid and unrelenting change withim workplace, Australian workers
are told of the manifold benefits of maintainingdamproving their skill levels
through training opportunities. Indeed, the rhetoof ‘lifelong learning’ infuses
almost all workplaces in Australia (McKenzie 198rke 2000). However, the need
for the continual improvement in the capacities eshployees is often seen as
increasingly problematic given the drastic demogi@ghange confronting Australia
and many other Western nations, and the commeestg@ditiction in the propensity to
train that appears to accompany ageing workers ot 2006). Existing empirical
evidence indicates that there is a significant angestment in training and that this
may be ‘deskilling’ the labour force. In short, di#s substantial benefits to be gained
for the worker and the employer, the quantum ofkplace training appears to fall
well short of its economically optimal level. Ecanists point to the conundrum of
the financing of general training, in particulas a partial causal factor of this
problem. In an attempt to resolve this dilemma, Alistralian government has even
trialled the mandatory provision of workplace tragn in the form of theTraining
Guarantee Act(Commonwealth of Australia 1990, No. 59), ostelysifbrcing
employers to provide minimum levels of trainingheir workers.

However, there is another largely neglected siddigequation - worker willingness

to participate in such programs. In an effort tasgr at least some of the empirical
dimensions of this latter aspect of the workplacgning problem, this paper

examines the worker’s choice to participate in vptake training programs within a

large public sector organisation in Victoria, amtuses specifically on departures
from the predictions of orthodox human capital tlyeo



The paper itself consists of eight main parts. iSectwo provides a synoptic

description of some salient background factors ¢batbine to make training an issue
of major concern for organisations. Section thretirees various pertinent theoretical
aspects of the problem. Section four discussestibee modelling employed in the
paper before section five explains the experimededign of the empirical study
conducted in a large public sector organisatiorti&e six develops the econometric
models of training choice employed in the paper aadtion seven considers the
implications of these models from an organisatiqgpaabkpective. The paper ends with
some brief concluding remarks in section eight.

Background

The Australian economy has experienced substasttiattural and economic change
over the past two decades (Shah, Fischer et al)200is era has seen a paradigmatic
policy shift towards an emphasis on market foréégny public sector activities have
been curtailed, privatised or restructured in aenapt to achieve efficiency gains
(Quiggin 1999). Economic activity has become mavedified with less reliance on
primary production and manufacturing and the contanh rise in the new
‘knowledge industries’ (see, for example, Shahcles et al. 2001). These changes
have provided the impetus for a number of initiesito improve the skill levels of the
labour force, including the concept of ‘lifelongalaing’. Policy documents at
national, state and institutional levels have beereasingly framed in terms of this
lifelong learning perspective (Curtis and McKen2i@01). The convergence of the
policy aims of decreasing government involvemend &ostering the concept of
lifelong learning imply an increased role for thelividual in shaping and funding
their own education and training. The imperati® ¢onstrain government
expenditure has, according to Anderson (2004, p. [2den partly encouraged by a
concomitant intention to pursue ‘market-driven @fnhcy and economic
competitiveness’. The Organisation for Economic a@ammunity Development
(OECD) (1996) attributed the creation of markets &wmlucation to the rising
prevalence of an economic paradigm in which:

(C)ompetitive forces are assumed to induce prosider use resources
efficiently and to offer education services in @sge to the preferences,
needs and interests of learners as consumers.altview of education that
gives full weight to the freedom of individualtmose, and by implication
minimises the direct role of government (p.165).

Anderson (2004, pp.1-2) regards these dual policysts as instrumental in the
‘reconfiguration’ of learners into ‘learner-consusievho are assumed to be rational
self-interested agents making choices within ancation market. Accordingly,

understanding the choices of these ‘consumers’ mesoessential from a policy
perspective.

However, investment in training brings advantages anly for the economy as a
whole, but also for the firm and the individual. tHan capital theory (Becker 1964)
offers a number of enlightening insights in thispect.



Theoretical framework of human capital theory

Human capital theory is based on a neo-classieaV wf the world, which considers
thathomo economicushay invest in their own ‘human capital’ in mucle ttame way
as the entrepreneur invests in physical capitalildtVfacing some challenges from
proponents of the so-called ‘screening hypothgsisiglen 1990; Maglen 1993), as
well as public choice theorists (see, for instamestitute of Public Affairs 1990), the
theory of human capital (Becker 1964; Mincer 197®)perhaps the most well
recognised and widely used theoretical paradigthengeneral field of the economics
of education and training. The genesis of the huoepital view has long-standing
historical roots. Thomas Hobbed’sviathan originally published in 1658, referred to
‘the value or worth of a man’ (Hobbes 1968 [1651]151), and Adam Smith in 1776
provided the genesis of what was later to beconmeanucapital theory (Marginson
1993, p.32). The upshot of this theory is that etioa and training is an important
economic and social tool (Becker 1964; Mincer 1998) essence, it holds that
individuals and nations with superior educatiomdtads will earn more and enjoy
more rapid economic advancement than less welladdcindividuals and nations
(Becker 1964; Mincer 1993; Blundell, Deardin et 8999; Piazza- Georgi 2002).
Accordingly, a compelling argument exists whichdaxs the public provision of, and
investment in, education due to its crucial role growth, prosperity and the
eradication of poverty (Romer 1986; Lucas 1988; kikan Romer et al. 1992;
Marginson 1993; Marginson 1999; Quiggin 1999).

Empirical research accords with this theoreticabpective and identifies substantial
gains from investment in training for both the wmdual and the organisation. The
prediction that investment in human capital is agganied by observable economic
benefits for the individual has thus become astglifact in the field of the economics
of education and training.

From the firm’s perspective, the primary objectofeindustry demand for education
and training is to ensure an adequate supply ofogpiately trained workers in order
to secure and maintain maximum profits for the gumise. Firms’ ‘demand’ for
training for their workers will be influenced by n@us situational factors, such as
workplace culture, economic environment and marsteticture, along with the
incentive structures in the training, recruitmend dabour markets (see, for example
Cookson 1986; Maurer and Tarulli 1994; Bates 208h)ployers, unlike individuals,
do not demand training for their workers’ own béngier se but solely for its
relationship to their business strategy (DessleiffitAs et al. 2004).

Studies show that investment in education and itrgimas a positive impact on
productivity and that these gains are in excestho$e of the individual, but the
estimates of the magnitude of this effect vary tye@ee, for example, Bartel 1994;
1995 and Black and Lynch 1996; 1997). Moreover, esoempirical work
demonstrates a strong positive link between theleynment of graduates and the
level of adoption of high levels of technology aimdovation by the firm (Bishop
1994).

In short, there is substantial agreement that taerenon-trivial gains to be had by
organisations and individuals from workplace tnagilt should be noted at this point
that despite the importance of informal trainingprganisational settings, the



difficulty in measuring it and quantifying its imgiahas tended to result in its frequent
omission from empirical work (Blundell et al.19992%:3). Accordingly, this paper
focuses only on formal training.

Human capital theory also makes a series of pied&tabout participation in and
timing of training (See, for example, Booth & Snovwa905). Substantial attention
within the human capital approach is also givethtorelative apportionment of costs
of training, and the impact of various market feels; but a full exposition of this is
beyond the scope of this paper. For a compreherdis®ission, see Booth and
Snower (1996).

Timing of Education and Training

Human capital theory predicts that most trainingegaplace early in the individual's
career (Groot 1997; Long, Ryan et al. 2000), simcesarly outlay provides a longer
time in which to amortise the investment. In adufifi as age (and experience)
increases, so do wage rates, and therefore thatappy cost of investing in human
capital increases with age. Thus, investments reader have a higher rate of return
ceteris paribus(Blundell, Deardin et al. 1996). Age earnings pesf typically rise
steeply at first, and then tend to flatten and ayadty fall. Human capital theory
suggests that this is due to ‘on-the-job’ trainogivexity. On-the-job training may be
formal or informal, but all forms of training arestly in the sense that productivity of
learners is low and represents a choice on theqgbdte employer to accept lower
productivity for the duration of the training intampation of higher productivity later
(Long, Ryan et al. 2000). Training, even informedining, typically involves a
significant time commitment on the part of thereai

If we accept the imperative for continual up-datwfgskills alongside the ageing of
the Australian workforce, this prediction is panterly worrisome (Brooke 2003).
Substantial government policy efforts have beeeaatiéd at retaining older workers as
a buffer against skills shortages, and insuranegnagrising pension and health costs
(Access Economics 2001, p. xi). Moreover, as Karid@04) has argued, substantial
government attention has also highlighted the umigotential of education and
training to play a role in addressing some of teecpived problems associated with
the ageing population.

Characteristics of Education and Training Participants

Human capital theory also leads us to believe thase who invested most in
schooling will also invest most in training (Carpeterson et al. 1974; Blundell,
Deardin et al. 1996; Groot 1997; OECD 1999). Enspirevidence clearly shows that
earnings differentials across workers with différeducational attainments tend to
become more pronounced with age. Younger peoplenare likely to participate in

training since they often learn more quickly anceréfore experience lower
psychological and opportunity costs. These areadharistics that are likely to have
allowed individuals endowed in such a way to corngkrhool and undertake post-
compulsory education with a reduced opportunityt.cobus, human capital theory
predicts that those who have already invested f&gnily in education will also

invest in more training. This explains why thregp’s earnings continue to rise long
after their counterparts’ earnings taper off. Samigers conceive of this as a form of



complementarity between the three components ofanymbility, education and
training, and experience (see, for instance, Ldrad.2000).

Whilst these theoretical predictions are usefudtiempting to understand the training
decisions of individual employees, empirical eviceappears to be generally ex post
in nature. An alternative possibility lies in tepplication of a technique known as
choice modeling.

Modelling employee choice to train

One way to examine the preferences of employe#iseirtontext of training involves
conceptualising the training course as a ‘prodait offering individual’s choice sets
in which the product attributes vary. These atitéls comprise a ‘bundle’ from which
consumers derive utility or satisfaction. Thus, éxample, the hypothetical training
product may consist of attributes such as the ptice amount of time taken to
successfully complete, the type of skills acquiréd transferability of these skills
and so on. Participants’ stated preferences aemales through their choices between
the hypothetical products. Experimental choice ysialis used in this instance to
investigate the relative importance of factors adered by individual employees in
the context of training.

The behavioural basis of choice modelling is randitity theory developed by
Thurstone (1927) and extended by McFadden (19H$. t€Echnique allows
inferences to be made about preferences for clatiicbutes, based on stated
preferences. Whilst a full examination of thishieicjue is beyond the scope of this
paper, Morrison et al (1996) and Hensher et. 20%2@rovide detailed explanations.

Choice modelling relies on the rational economirpastulate, but recognises the
restricted nature of the individual’s decision @es and, despite its experimental
nature, more closely approximates a ‘real life’ ickosituation than alternative
techniques like traditional or adaptive conjoinialgsis. Furthermore, the iterative
experimental design process that cumulatively drawvénstances of qualitative data
collection can accommodate the gathering of infdiona specific to the
organisational context. Thus, ‘in-depth’ interviearsd ‘focus groups’ are commonly
employed to inform development of meaningful pradattributes and levels. In sum,
this approach employs an expanded notion of hurganay that largely preserves the
rational choice paradigm, but offers the optionadtling psychological and social
considerations.

Methodology

The conduct of a choice experiment first requires d¢ollection of qualitative data to
ensure that the choices respondents are askedki ana realistic and meaningful in
their own context. This phase included in-deptterviews and focus groups with
participants from varying levels and locations witkthe organisation, which was in
this case a State Government Department. The pogpuleomprised 1702 employees
in various locations around the state.



This organisation employs workers under three bicdgories: Scientific, technical
and administrative positions. All employees in g@pulation were emailed on the
organisation’s intranet. The email included perineformation about the study, and
a link to the questionnaire web-site. There were tersions of the questionnaire,
each with eight choice sets. Through these suaeessioices, participants thereby
‘reveal’ the trade-offs that drive their decisionBhe overall response rate was
21.38%, although a chi-square test showed thas#neple was not representative.
This was perhaps not unexpected given the topth@fsurvey. It might reasonably
been expected that those workers with lower qaalibn levels may have been more
reluctant to participate The survey gathered socio-economic, psychographit
demographic data in addition to responses to thmothgtical choice scenario on
which the choice sets were based. A key featueeabloice experiment is that it deals
with a hypothetical ‘product’, and respondents nmhestclear about the characteristics
of this product. In this case, the survey spedifieat the hypothetical structured
training program provided a formal qualificationasvof one year’s duration and was
conducted off-the-job. An example of a choiceaggiears in Table 1 below.

Table 1: Example of a choice set

Would you choose A, B or C?

Cost to you Leisure hours Career impact

(pa) lost per week
Option A 5000 10 Advance in another sector or industry
Option B 0 5 Maintain current position
Option C No training

Training models

Data were analysed using LIMDEP to estimate a mobdak procedure allows the
formulation of indirect utility functions for thehoice ‘to train’ and the choice ‘not to
train’. All attributes exhibited expected signs gdved significant with the model fit
judged as ‘good’ following Hensher and Johnson {398he indirect utility functions

estimated for the Training model were as follows:

V1 = B1 Price +B, Time+p; Advance +3,Age*ASC [1.1]

V, =B, Price +B, Time+ 3 Advance+3; Age*ASC

V3 =C1 + BsSCIENCE.

The utility derived from the choice to train (V1N2) was:
V = - 0.00030*Price — 0.06161*Time + 0.79446*Advanc).02798*Age,
whilst the utility derived from the choice notttain (V3) was:

C1 + 0.68328*Scientist.

! This makes generalising from this study problemationetheless, findings from the survey do shed
light on the decision parameters of employees wighparticular work environment.



The coefficients for the three attributes in theddbare significant at the 1% level or

better and have signs which meepriori expectations. The model explains about
22% of the variation in the data which is regardecadequate for this type of model
(Hensher and Johnson 1981).

Put simply, the choice to train was negativelyueficed by the product attributes of
leisure time forgone and price, and positively usficed by the impact on career
attribute. Increasing age was associated witldaced propensity to train. However,

as Hensher et al. (2005) observe, demographic deaistics, such as age or science
position within the organisation are, in effectpxies for unobserved attributes, since
it is only the attributes that can provide a sowtatility (p.480).

The utility function V3 represents the utility ofi@osing the ‘no train’ option and the
constant (C1) captures the unobserved utility etmagnérom not entering the market
for training. The coefficient represents the relaship between the variable (scientist)
and the propensity to choose the ‘no train’ optionessence, those who are scientists
were more likelyceteris paribusto choose the ‘no train’ option from amongst the
choice sets.

Model estimation also allows the employment ofilaiie interactions to shed further
light on the behaviour of various sub-groups inatieh to the attributes. More

specifically, those who were older were more semsito increases in the time

commitment required, as were those classified etssts. These groups were also
less likely to choose an option that had a positiapact on their career. Price
sensitivity was associated with advancing age ajub alassification as scientist. In

short, attribute interactions in these models neafthe negative influence of age, and
a classification as scientist on the selection ofraining option. Some of these
findings in particular are at odds with the convemal human capital approach, and
appear to warrant closer scrutiny from the perspedf the organisation.

Organisational implications of the training model

At this point it may be useful to revisit the pretthns of human capital theory in
relation to the timing of training and the charastécs of those most predisposed to
training. In essence, this theory tells us thats¢havho are young and those with
highest existing levels of education will be the sintikely to train. Clearly, the
Training Model estimated here provides broad supfoorthe former prediction, and
suggests by implication that organisational potiaght well focus upon manipulating
product attributes, in particular time and prica, an attempt to entice further
participation of those of advancing age.

However, the proclivity of scientists to choose tmtrain lies directly at odds with
the predictions of human capital theory. These viddials represent the most
educated group within the organisation and mangns$isits possess post-graduate
gualifications (47.6% in this sample). As we argeedlier, one would expectteris
paribus that this would translate to an increased willegsg to undertake further
training. However, it is likely that there are anmher of intervening factors within the
organisation itself, and more specifically its oudt, that hinder further uptake by
scientists. The observation that scientists ar® pesitively disposed towards training



is further illuminated by the qualitative commeritem survey participants. For
example:
* Once you have obtained a PhD, there are very fewogeised training
opportunities available that would be relevanthe fob.
e | don't need further qualifications to keep my fiosi and they would have
little impact on my chance of progression as ardcé

It appears that this organisation is much morenaduto the benefits of ‘university-
type study’ due to the scientific nature of its edyusiness which may result in
training being seen as the ‘poor cousin’, and prilpwéed to the organisation rather
than to their profession. Professionals are disished by their intensely felt
affiliation with their profession as opposed toithmore tenuous allegiance to their
employer (Pryor 1990). In other words, it is poksiihat scientists, in particular, saw
participation in training as a matter of organisaél rather than professional concern.
For instance, one respondent observed setior scientists self-educate as a matter
of course (or should!), it just isn't usually forlise@d. This commitment does not
appear to translate to the case of workplace trginThe data appear to reflect a
pervading perception within the organisation thatlike further study, much
voluntary training may be simply a ‘waste of timAs one respondent put it:

» It [training] comes across as ‘doing training foraining’s sake' rather
than to improve skills or performance and seemsbéo more about
satisfying the hierarchy's need to be able to sayheir own performance
plans, presumably) that they have X numbers of stafertake X training
course.

This comment ostensibly refers to a perceived gefwéen the rhetoric of an
organisation that purports to value the learnind davelopment of its workers and
the reality of its practice. This appears problemithe organisation aims to improve
participation, since those employees directly eedam the core business of the
organisation who are held in highest regard (i®@ergists) are resistant to the
suggestion of undertaking further training. Otharkers are likely to wonder at the
real importance accorded to learning and developmiartel (2003, p.11), for
example, has found that the role of line manageencouraging staff to participate is
crucial to maximise participation.

Concluding remarks

Despite some evidence of increased employer pavisi training (Smith, 2006),
worker willingness to participate in training pragrs remains problematic. This is
particularly worrisome in the context of an agingrigforce. Results of the modelling
process described in this paper indicate thatjercase of this government
organisation, the overwhelming influence of ecormaunsiderations like the amount
of leisure time, the price and the impact on caré@ethe employees’ decisions to
participate in a training course. Those who areméte less likely to choose any
training option. What is surprising is that, imstkontext, scientists who have, as a
group, the highest level of existing educationadltications were also significantly
more likely to choose a no training option. Thigding appears to be at odds with the
predications of human capital theory. Given thevglence of this theoretical



approach this divergence may be construed to itelecgultural problem in the way
in which training is perceived within the organieat Moreover, since these scientists
are afforded high status within the organisatibig teluctance to train potentially
disseminates very powerful negative messages ahewfficacy of training to those
lower on the organisational ladder. Previous retehas clearly demonstrated strong
links between the attitudes and behaviours of sigs or managers and
subordinates willingness to participate in trainiDgspite substantial rhetoric about
the importance of learning and development in dhganisation, it appears that the
reality is somewhat at odds with this purportedgyatlirection. In this organisation at
least, training is seen as the ‘poor cousin’ ohkigeducation, and this is reinforced
by the actions of those within upper organisati@telons. This seems to bear out
the importance of organisational behaviour esthbtisn earlier empirical work.
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