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Abstract

Trainee pay plays an important role in the econenoictraining, but how it varies
across time and place is not well understood, eeitihterms of both processes (pay
setting) or outcomes (pay rates). This paper draws research project on initial
training, specifically apprenticeship, in two sestgmetalworking and retailing) in
three countries (Britain, Germany, and Switzerlaf@grmany excepted, apprentices
are less often covered by collective bargaining thee regular employees and other
trainees, but they are frequently paid performaietsted bonuses in all countries.
The pay of trainees (relative to that of skilledpdmyees) is low in Switzerland,
middling in Germany, and high in Britain, and highe retailing than engineering.
These differences are associated with: the cowtfetnaining and pay differentials by
skill; the age of trainees; the nature of trainiogntracts; collective bargaining
coverage; the appeal of apprenticeship to youngplpegoublic subsidies; and
monopsony power. The high pay of trainees in Britaiattributed primarily to supply
shortages, and, in retailing, to low and uncerteaming standards. The low pay of
apprentices in Switzerland reflects the low agertfy to training, restricted access to
full-time upper secondary education, and probaldlg the power of employers in the
training market. Trade unions should not be viewsdjenerally seeking higher pay

for trainees, leading to wage compression.






1. Introduction

Trainee pay plays a key role in the economicsahing. It determines how the costs
of work-based training are divided between the eygyl and the trainee: given the
content of training, the lower trainee pay, theatge the share of the cost borne by the
trainee. Economic models of training typically assuthat trainee pay is set
competitively, to clear supply and demand in therke@for training places, and
predict that, the more the skill to be learned, lhwer the pay of trainees. Other
models allow a limited role for collective bargaigi So narrow a range of
assumptions cannot do justice to reality, and gevance of the models’ predictions
may be correspondingly limited. In particular, imfeet competition may affect
trainee pay as well as skilled pay, which may leadurn to ‘production-oriented’
training and the exploitation of trainee lab8ufrainee pay may also depend on such
institutional attributes as the nature of traintugtracts and labour market structtire.

This paper explores how trainee pay is determimedl fow outcomes differ
across countries and sectors. We focus on initraining in general, and
apprenticeship training in particular, in three wimies — Britain, Germany, and
Switzerland — and two sectors — engineering (oraiwetrking) and retailing. Our
choice of countries and sectors reflects the madti€@rences between them in
institutions and outcomes. Trainee pay is highgg@mmany than in Switzerland, but
higher still in Britain; in all countries, it is giner (relative to non-trainee pay within
the sector) in retailing than in engineering.

The issues include the following. In terms of pssehow widespread is the
coverage of trainee pay by collective bargaining @erformance-related pay? In
terms of outcomes, what is the effect of collectbargaining on trainee pay — in
particular, do trade unions invariably seek highay for trainees, thereby causing
‘wage compression’? Comparisons of training castSermany and Switzerland have
suggested that greater collective bargaining ca@causes higher apprentice pay in
Germany (Dionisius et al. 2008). Can that line wplanation be extended to high
trainee pay in Britain? And might the exceptiondtiy pay of Swiss apprentices be

caused by more than trade union weakness?

! Stevens (1994a), Acemoglu and Pischke (1999).
2 Wolter and Ryan (2010).
® Marsden and Ryan (1991a), Wagner (1999).
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Evidence is taken primarily from fieldwork resegrblased primarily on face-
to-face interviews with the managers of 56 compmarspread across the three
countries and two sectors (Ryan et al. 2010). Tdrd section discusses the role of
trainee pay in economic models of training. Sectiore outlines the relevant training
systems; section four and the Appendix, the rebearethods used in the fieldwork;
section five, methods of pay setting; section g®y outcomes. Section seven
analyses the determinants of the pattern of trapaseg followed in section eight by
the conclusions.

The high pay of trainees in Britain is attributedhparily to shortages in the
supply of young people acceptable to employers iangtailing, to low and uncertain
training standards. The low pay of Swiss apprestic® attributed to trainee
youthfulness, rationing of access to full-time emtian, and the market power of
employers, in addition to trade union weakness. Tdw that apprentice pay in
Germany is only middling despite high bargainingerage suggests that unions
should not be assumed always and everywhere tohsgle&r pay for trainees relative
to skilled employees.

2. Economics of Trainee Pay

In human capital theory, trainee pay is determibgdmarket forces. Models of
perfect competition, assuming that skills are galperedict that the entire cost of
training is borne by the trainéeWere the firm to pay its trainees more than their
marginal product during training, its investmenulcbnot be recouped by paying
skilled workers less than their marginal produameeting firms would ‘poach’
them, offering to pay them their full marginal pustl (Becker 1964). Trainees
therefore pay all the costs of training, whethefezs or as foregone earnings. In the
absence of fees, the greater the cost of traitivglower is trainee pay.

However, the prediction that training costs arenboentirely by trainees
conflicts with evidence that employers commonlyuincosts for general trainirg.
That anomaly has been explained by models of trginthat assume imperfect
(monopsonistic) competition for skilled workers, avobonsequently do not all quit

despite being paid less than their marginal pradliceé resulting surplus provides the

* The assumption of perfect competition can apply @men skills are general: i.e., equally produetiv
when used by any one of many employers.
®> Notably surveys of apprenticeship training in Geny (e.g., Beicht, Walden and Herget 2004).
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firm with the required return on its investmentidgrthe training period. Moreover,
the firm mustincur part of the cost, as potential trainees,wing they will obtain
only part of the return, accept a training plachy arthe firm bears a share of the cost
that corresponds to its share of the return,he firm has to pay trainees more than it
would in perfect competition. So the trainee’s nvaag product increases over the
training period by more than does pay — a situasmed ‘wage compression’. The
potential sources of monopsony power over skilizbur include fewness of buyers
(caused by heterogeneous skill requirements) dodmational asymmetries between
employers about the attributes of individual wosker training programmes (Stevens
1994a; Acemoglu and Pischke 1989).

A further feature of these models is that, althotighmarket for skilled labour
is assumed monopsonistic, perfect competition igmllg assumed for the market for
training places. The assumption is explicit in samzdels’ One variant assumes an
exogenous, supra-competitive wage floor for trasneaused by collective bargaining
or minimum wage law, which increases wage compoasand the incentive to the
employer to offer training (Acemoglu and Pischk®3)¢’

However, a combination of monopsonistic competitfon skilled workers
with either perfect competition or a wage floor tosinees is unlikely to provide a
widely appropriate set of assumptions about trguneglated market structure. Two
alternatives are potentially important. First, eotive bargaining and statutory wage
regulation may affect outcomes for skilled workerdrainees, or both. For example,
where trade unions negotiate trainee pay, they nmyseek to raise it above the
competitive level. The influence of trainees, asiaority interest group within the
membership, may be too weak for any interest ilérigpay on their part to influence
the union’s bargaining objectives. Alternativellgetunion’s leadership may wish to

avoid damaging the supply of training places bging the price of trainee services —

® Some evidence suggests that employers &leaf the cost of work-based training, and traine@sen
(Barron, Berger and Black 1997). That finding apglito continuing (in-service) training, which
dominates US micro data sets. It does not apphpfmenticeship, in which, even in the US, reduced
pay scales typically apply over a training peridathva fixed duration.

" E.g. ‘free entry at the start of period 1 makeat thl [trainee pay] is set such as to drive exgkcte
profits to zero’ (Leuven 2005: 97) and ‘supposer $implicity) that the training market itself is
perfectly competitive ... (Stevens 1999: 21). &s® Chang and Wang (1996 : 509).

8 Stevens (1999) shows however that an increase dnopsony power over skilled (relative to
unskilled) labour increases the firm’'s supply @ iting only when potential trainees are financially
constrained from taking training at the market-glegapay rate.
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as is particularly likely when the external regidatof training at the workplace
standards prevents employers from using traineebeap labout.

Second, the market for training places may invehanopsony power, as well
as or instead of that for skilled labour. The gensources of monopsony power, such
as the search and matching frictions associated thig costs of information and
mobility, apply in principle to trainees as well sislled employees® Some sources
of monopsony power potentially affect trainees mibian skilled workers, including
age-based differences in individuals’ stocks ofolab market information and
geographical immobility, caused by dependence empérental househotd.

Moreover, the firm’s predicted training decision ynde sensitive to
assumptions about market structure. If monopsonyepis assumed to be greater for
trainees than for skilled workers, ‘wage decompogsss expected: i.e. pay grows
morethan marginal product during the training peridéthough no formal model of
this scenario has been developed as yet, low &gmag might be expected to orient
employers toward ‘production-oriented’ training,ings trainees to reduce current
production costs, rather than the ‘investment-aeén training, using trainees to
increase future skill supply, that is predictechiginstream economic modéfs.

Finally, some institutionalist interpretations afihee pay emphasise the
distinction between training and employment corngaand the link to labour market
structure. When training involves a clear distioctbetween trainees and employees,
both contractually and in production, along witle tffective external regulation of
training standards, employees are protected franttireat that their labour will be
substituted by that of trainees, and are correspghdmore willing to accept training
programmes that involve low trainee pay. Apprersinge training potentially satisfies
those conditions. By contrast, when trainees aeenfielves regular employees and
firms’ training programmes are not externally reget, employees enjoy no such

safeguards, and may push for trainees to be paidrdke for the job’, with no pay

° Ryan (1987), Marsden and Ryan (1991b), DustmadrSahénberg (2010).

9 Boal and Ransom (1997), Manning (2003).

1 Other sources of monopsony power are potentiatlyemimportant for skilled workers, including
heterogeneity of employers’ skill requirements; amrainhees, particularly young ones, may enjoy more
freedom than skilled adults to pursue alternataetivities, including full-time education and leisu
Indirect evidence of monopsony power over trairmmses from the effectiveness of collective action
by apprentices in British engineering in the lasttary (Ryan 2010b).

12 Mohrenweiser and Zwick (2009), Backes-Gellner andhrenweiser (2010), Wolter and Ryan
(2010).
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reduction during training® The former is associated with occupational labour
markets, and the ‘regulated inclusion’ of youthtla¢ workplace; the latter with
internal labour markets, and the informal exclusainyouth from the workplace
(Garonna and Ryan 1991, Marsden and Ryan 1991a).

3. Attributes of National Training Systems

What is the relevance in practice of these altereaassumptions about trainee pay
setting? The issue is considered for initial tragnin general, and apprenticeship in
particular. ‘Apprenticeship’ is taken to denoteirttag programmes that combine
vocational education with work-based learning forimtermediate occupational skill
(i.e., more than routinised job training), and tha¢ subject to externally imposed
training standards, particularly for their workpdacomponent. Evidence to do with
apprenticeship has motivated the development ohaoec models of training in
imperfect competitiort?

Three countries are studied, all of which have &gl systems of
apprenticeship training. Germany and Switzerlanctupg the top places in
international league tables for individual partatipn in apprenticeship, with around
two-thirds and three quarters of the youth popatatohort respectively taking ofe.
By contrast, Britaif® has a lower participation rate, which the govemiri®pes to
raise to one-fifth (DUIS 2008: 5).

Measuring the scale of apprenticeship is straigiidiod for Germany and
Switzerland, where national legislation defines rappceship and provides for the
setting of high training standards. The absenceaony comparable statutory
framework means that in Britain apprentices carmotclearly distinguished from
other trainees and employe8By default, the standard criterion of apprentiteis

is participation in the Apprenticeships programmmeough which government funds

3 The absence of any significant trainee shareaifitrg costs in most US microdata (Barron et al.
1994) is consistent with the predominance of unlegd informal training in the US (Ryan 1984).

% Stevens (1994b), Franz and Soskice (1995), Acameaul Pischke (1998).

' The participation rate in Germany averaged ardihger cent during 1992-2009, falling below 60
per cent only in 2005 (BIBB 2010, Fig 2: 21); theiss rate averaged around 75 per cent during 1981-
2007, never falling below 70 per cent (SKBF/CSRE®@(Fig 93: 143).

'8 Strictly speaking ‘England’, as the British estsbinents in our sample all operate primarily
(retailing) or entirely (engineering) there. As 8and and Northern Ireland operate their own public
training programmes, our data for Britain refer thot England, either alone or in conjunction with
Wales.

" The 2009 Apprenticeship Act focuses on the Appeeships programme rather than generic
apprenticeship (Parliament 2009).



most work-based learning for young people. As tbetent of employers’ training
programmes must conform to a ‘framework’ stipulabgda Sector Skills Council in
order to receive public funding, the criterion istgntially useful for counting
‘apprentices’ in Britain (Ryan, Gospel and Lewi®2}l

Even so, as training requirements vary greatly fitaBh across frameworks,
occupations and sectors, the question arises: hdelywshould the net be cast when
counting Apprentices? The option chosen here isincdude only Level 3
(‘Advanced’) Apprentices, for which — in industrigiccupations at least — skill
standards are comparable to those in German arss @pprenticeshifs.

As Table 1 shows, apprenticeship operates on a mangér scale in Germany
and Switzerland than in Britain. Taking the econoasya whole, the number of
apprentices amounts to 6.5 and 4.8 per cent ofitingber of employees in Germany
and Switzerland respectively, but only 0.7 per ¢ergritain.

Does the same apply to engineering and retailinggtriational comparisons at
sector level are complicated by mismatch betweenotttupation categorisation of
training data and the sectoral basis of employntaif, but the problem is not
expected to differ greatly between the counttiegngineering, the apprentice ratio in
Britain (5.9 per cent) is comparable to that innfb@ermany and Switzerland (5.8 and
4.9 per cent, respectivel}}.The gap between training rates in Britain and dtrer
two countries is however large in retailing: an r@ppice ratio of nearly eight per cent
in both Germany and Switzerland, as against on8/ fer cent in Britain. The
difference between England and the other counteéscts the widespread preference
of English retailers for informal on-the-job tramgi rather than Apprenticeship.

The national apprenticeship systems differ alsaeantent. In both Germany
and Switzerland, apprentices spend between onetvamddays a week in formal
education at a vocational college. In Britain, tb@me applies to engineering

Apprentices, most of whom spend their first ninenthg entirely off the job, in

8 Ryan and Unwin (2001); Steedman and Wagner (2008yon and Wagner (2005): Ryan, Gospel
and Lewis (2007). The alternative is to include ¢le2 Apprentices, but their training is typically
aimed below intermediate (craft, technician) slditel, and most Apprentices, particularly at LeRel
receive little or no part-time vocational educationpublic colleges, a standard ingredient in the
German and Swiss systems.

19 The British ratio rises to 11.7 per cent if Lex&|Apprentices are included, but that figure is
misleading, given the limited content of Level grammes compared to apprenticeship in the other
countries. Level 2 Apprenticeships resemblenlehre and Attestausbildung (‘elementary
apprenticeship’) programmes for low achievers init&wland, taken by around 3 to 4 per cent of
secondary-level graduates.



colleges and training workshops. But it does n@iyaf Apprentices in new training
occupations, primarily in the service sector, wipersl little time away from the
immediate job, and who rarely receive any contigugducation, vocational or
generaf® The difference from German and Swiss practiceecid] the ‘competence
revolution’ in British vocational qualifications, hich downgraded technical

knowledge relative to practical, job-related sk{ifgolf 1995; Steedman 1998).

Table 1: Apprenticeship activity by country and setor

Number of Number of Apprentice-employee

apprentices employees ratio® (%)
. . Includin
(‘000) (‘000) ovel o
GB" 2007 Whole economy  161.5 23,073 0.7 1.8
Engineering 3454 826.5 5.9 11.7
Retailing 14.2¢ 2,372.6 0.3 1.7
DE 2007 Whole economy 1,781.6 27,224 6.5 n.a.
Engineering 230.8 3,964.0 5.8 n.a.
Retailing 159.8 2,016.8 7.9 n.a.
CH 2008 Whole economy 194.3 4,017.1 4.8 n.a.
Engineering 18.1 368.9 4.9 n.a.
Retailing 26.0 332.5 7.8 n.a.

Sources. See Ryan et al. (2010), Table 8.

Notes.

n.a.: not applicable.

2 Employment is defined as excluding apprenticeallinountries.

® England only.

¢ Advanced Apprenticeship (i.e., Level 3 programnuesy.

¢ Estimated on the assumptions that (i) the shardiferent training frameworks in total particijat
are the same as in October 2004 and (ii) the breakdetween Level 2 and Level 3 Apprenticeship
within frameworks is the same as that for prograneagers in 2004-05.

¢ ‘Employment jobs’ in scope to SEMTA, 2007.

4. Fieldwork: Scope and Method

Evidence is taken principally from face-to-faceemiews with senior managers,

mostly in the human resource/personnel functiorh@restablishments in two sectors

%0 One-third of all Apprentices (Levels 2 and 3 cometni) claim to receive no off-the-job training.
Time spent in off-the-job training averages betwera and four hours per week in most service sector
Apprenticeships, with Retailing and in Customen®er at the one hour end of the spectrum (Ullman
and Deakin 2005: 3, 15).

L The Apprenticeship programme differs from its Ganio counterparts also in centring on: (i) public
subsidies to a range of training providers, manyth&m for-profit organisations, not just public
colleges; and (ii) contractual relationships antbmal inspection, rather than administrative highg,
social partnership and peer monitoring (Lewis agdriR2009; Ryan 2010).
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— metalworking (in English parlance, ‘engineeringipd retailing — and three
countries — Britain, Germany, and Switzerland. &sds possible establishments were
matched across the three countries by products@&sated by four-digit SIC code)
and were differentiated by bargaining coverage@mgdorate ownership, the principal
foci of the research.

In engineering, the sample is dominated by produoépumps, turbines, and
compressors, subsectors for which comparable metowiiag establishments could be
identified in all three countries; in retailing, laymixture of single department stores
and chains that sell food, shoes, electronic prisgduar furniture. In both sectors,
several establishments are owned by a foreign com@and several have a common
parent.

The distribution of initial training across casesskewed. In Germany and
Switzerland all but one of the establishments dpsrapprenticeships; in Britain, all
of the engineering establishments but none of¢taling establishments do §oFor
British retailing, therefore the focus instead msinitial training for sales staff, which
in all cases involves an in-house bespoke traipimgramme for newly hired sales
staff.

Information is supplemented by interviews with oatdl employers’
associations, trade unions, public agencies, ahdranhterested organisations. The
interviews were conducted between April 2008 andyN®09, i.e. during the
intensification of the recession induced by thernational financial crisis. Further

details are provided in the Appendix.

5. Trainee Pay Setting

Institutions of pay setting vary considerably asrtise three countries. This section
focuses on two procedural issues: the influenceeroployee representatives, and
performance-related pay.

Although only a minority of employees are union nhbems in all three
countries, collective bargaining covers a majoafyemployees in Germany, around

one half in Switzerland, but only one third in Riit (Table 2). Bargaining external to

22 Two of the British retailers actually offer Apptaeships but they do so only outside the
establishment or region covered by our fieldwork.
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the establishment dominates in Germany (under Tthef system)* bargaining

internal to the company, in the other two countffes

Table 2: Union membership and collective bargainindpy country, 2007

Union membership densit{ (%) Collective bargaining coverage

(%)
Britain 29 35
Germany 20 63
Switzerland 19 48

Notes.

Density: net union membership as percentage of wwadesalary earners in employment.

Coverage: share of employees covered by a wagaibarg collective agreement as percentage of all
wage and salary earners in employment who hawghato bargaining coverage.

Source.ICTWSS: Database on Institutional CharacteristidfsTeade Unions, Wage Setting, State
Intervention and Social Pacts in 34 Countries bemvel960 and 20Q7AIAS, University of
Amsterdam (www.uva-aias.net/208).

In the absence of national data on how traineegdgtermined, the sample of
establishments is used (Table 3). In engineerimg,all three countries most
establishments are covered by a collective agreermnproduction employees,
whether at plant, company or sector level (column I retailing, bargaining
coverage is widespread in Germany, but rare iraBriand Switzerland. Moreover, in
Britain and in Swiss retailing, the collective agments are all internal (at
establishment or company level), but all external $ector-region and sector
respectively) in Germany and in Swiss engineerimgSwitzerland, none of the
relevant collective agreements cover pay, whidkefisto the employer to settle (ASM
2006: Art 15.2).

Negotiations for employees are rarely accompanigd nbgotiations for
apprentices (Table 3, column 2). In only 17 of B2 establishments with an
agreement for employees does that agreement (eparae one) cover apprentices’
pay. Bargaining coverage of apprentices is whobigeat from the Swiss sample,
including all of the nine firms with an agreemeot €mployees. That is perhaps not
surprising, given that in the Swiss establishméatgaining for employees does not

cover employee pay. More striking is British engneg, where bargaining for

231n 2007, the pay of 83 per cent of German emplsyeas covered by a collective agreement, directly
or indirectly; only 7 per cent of employees werevered by company-level agreement. The
corresponding figures for engineering (machinegigment) and retailing (distribution and repair)

were 89 and 76 per cent respectively (IAB-Betrigimsgh, 2007).

4 Fluder and Hotz-Hart (1998), Kersley et al. (2Q0&ipeter (2009).
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employee pay occurs in six out of eight establighisiebut for apprentice pay in
none. Taking the sample as whole, 15 establishnaeatsovered by an agreement for

employees’ pay but not for apprentices’ pay.

Table 3: Union recognition, minimum wages and traiee pay setting, sample data

Number of establishments with attribute

@ 2) (3 4) ®)
Trade union Setting of trainee pay Number of
recognition® companie$
Negotiated Affected by Same pay
minimum raise as
wag€  employee$
Engineering GB 6 1 0 6 8
DE 7 7 n.a 8 8
CH 6 0 n.a. 0 8
Retailing GB' 1 1 6 9 10
DE 9 8 n.a. 9 10
CH 3 0 n.a. 0 10
Total 32 17 6 32 53
Notes

& A collective agreement sets pay or non-pay outsooreboth for production (engineering) or sales
(retailing) employees.

® At establishment, company or higher level.

¢ Pay of apprentices (or sales trainees) has bdhremced in any way by changes in a statutory
minimum wage.

4 Same percentage increase at same time as regui#oyees in same occupation.

¢ Companies providing information on all three vhless.

"Trainee sales employees.

Regulation of trainee pay by law occurs primamyBritain, with its statutory
minimum wage (column 3F. As a lower wage sector than engineering, retailing
particularly affected. Six out of the ten Britisktailers report that recent changes in
the National Minimum Wage have increased the pagadés trainees, and either
raised pay structure as a whole or reduced pagrdiitials between trainee and
experienced employeéS.

Whether they are covered by a collective agreermemtot, trainees may be
included in their employer’s general pay raisesatlit the case in most (32 out of 53)

establishments overall, including in Britain mostlee establishments (11 out of 16)

% The only other instance is Ticino, a canton wHases stipulate minimum apprentice pay rates. None
of the establishments in our sample is based there.

% A further legal constraint on apprentice pay sgtis the German requirement that firms who opt out
of Tarif (sector-level) bargaining pay their apprenticeseast 80 per cent of the relevardarif rate
(Beicht 2006). The two such firms in that categooyh pay their apprentices less tHarif rates but in
neither is the legal floor a binding constraint.
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in which trainee pay is not negotiated (columnHQwever, no Swiss establishment,
unionised or not, in engineering or retailing, ud®s apprentices in its general pay
rounds. Indeed, several companies increase appequdly only intermittently, seeing

no reason to give their apprentices an increasebesause they are giving their
employees one.

A further potential influence on apprentice paymployee representation at
the workplace, as notably in Germany, where wodiancils hold statutory powers to
co-determine particular attributes of work-basetning. The lower incidence and
lack of powers of consultative bodies in BritairdegBwitzerland might be expected to
mean sharp national differences in relation to epfice pay setting’

Table 4 shows that most establishments in the sa(Bplout of 50) have some
form of employee representation, whether at thekplace or at company level. The
highest incidence is in Germany (16 out of 18); ltheest in England (seven out of
14). Where such bodies exist, managers see thdanflasncing trainee pay in only
one quarter of companies (nine out of 36 overalhd in none in Switzerland. The
incidence of such influence is highest in retailinddritain, where all five companies
report it, consistent with the status of traineegegular employees not apprentices,
and with most of these companies’ adoption of regméative councils instead of trade
unions for communication with employees.

The limited influence of works council on appregrtipay in Germany is
consistent with the statutory barrier to their Hargdpay-related issues, but managers
explain it in terms of lack of interest. In someses that applies to apprentice-related
issues in general; but in six cases, the works @bbias expressed concern about non-
pay issues, notably training volume, training cantand post-training retentidh.
Managers interpreted low interest either in orgatiosal-political terms — a low rate
of involvement of apprentices in the consultatieelypitself — or in substantive terms

— more concern from works councillors about theuwtd and content of apprentices’

2" In Britain and Switzerland, statutory requiremefis employee representation are respectively
limited (European Works Councils in multinationalahd zero (a right for employees to elect
workplace representatives, but no obligation tesdp Workplace representation is therefore limtted
any consultative bodies that the company sets up.

%8 We encountered two cases of German works couttalspress for all completing apprentices to
receive an employment contract, two that presddger apprentice intakes, one that seeks a lower
intake, and one (in retailing) that wants to sééva year apprentices have the option of procegtin

a third year of training.
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training than about apprentice pay, and little @ncabout pay among apprentices
themselves.

Where collective bargaining and works councils dd imfluence apprentice
pay, management decisions may be influenced byrrettgpay norms. Thus pay
setting for Swiss apprentices is coordinated indlynby two institutions: first,
cantonal training offices Berufsbildungsamtgr public bodies responsible for
supervising apprenticeship in the locality; secormicupational associations
(Berufsverbande: B) private bodies responsible for the content aining and the
assessment of apprentices in designated occupAtid\és recommend apprentice
pay schedules for their occupations, and investigaases of conspicuous
underpayment’ The extent to which their recommendations infleeeenployers is
not easily determined. However, an official of egacantonal office states that, while

employers do not have to adopt BVs’ recommendatimase than 80 per cent do so.

Table 4: Workplace representation and training attibutes in sample
establishments

Adoption of
Presence of Influence on policies
consultative apprentice  toward non- Number of
mechanisnt pay” pay issues  companie$
Engineering GB 2 1 0 5
DE 8 0 2 8
CH 8 0 0 8
Retailing GB 5 5 0 9
DE 8 1 2 10
CH 5 0 0 10
Total 36 7 4 50
Notes

! Works Council (Betriebsrat or Personal-Kommissj@mployee forum or other consultative body.

2 Has any influence on apprentice (in English retgjltrainee) pay, at establishment or companylleve
® Advocates changes in any non-pay attribute otthepany’s apprenticeship programme.

*# Companies providing information on all three vhfis.

9 Each of the more than 200 training occupationsahBerufsverbandLittle evidence exists on the
composition of the associations, described offigiak ‘organisations of the world of work’ (Fielehé
Grubb 2009; BBT 2010). In practice, most, includthgse handling occupations in metalworking and
retailing, appear to be employers’ associations.

%0 At least some cantonal offices (including Zurich)late data on apprentice pay, whether actual (the
average in recently registered training contraas)BV-recommended. Some trade unions and
occupational bodies (e.g., KV Schweiz for retailagprentices) formulate and publish their own pay
recommendations. However, the largest BVs for erggimg (Swissmechanic) and retailing (Bildung
Detailhandel Schweiz) appear not to publish thayr pcommendations.
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Most of the managers who describe themselves astdreset apprentice pay
without other external constraints, notably in &nt and Switzerland, use
benchmarking: obtaining data from an employersbeisgion (British engineering) or
a BerufsverbandSwitzerland) on the distribution of apprenticey pa their sector or
district and choosing a particular position in thstribution. Among the managers in
our sample who said they do so, the preferredipasitas in the middle or the upper
half of the distribution. The latter included agarGerman discount food retailer,
which pays apprentices well aboVarif rates in order to obtain high effort and attract

potential future managers.

Bonus pay

Managers often seek to motivate staff with perforcgarelated pay, but is that the
case for trainees as well as employees? As tradmsuoften oppose the use of
incentive pay, is its use for trainees less comnmoanionised establishments, and
therefore in British and Swiss establishments thaBerman ones?

In the absence of nationally representative dawsample shows that trainees
receive performance bonuses in a majority of estaflents (32 out of 55; Table 5).
Performance is measured at the level of the indalidthe group, or both. Individual
and group schemes are encountered with similauémecy. Group schemes typically
cover not just trainees, but also other employassn the case of bonuses based on
storewide sales in retailing. Individual schemes particularly widespread among
Swiss engineering firms, most of whom pay thempprantices, whereas few British
and German ones do so. (The use of group schemssnigr across the three
countries). In retailing, only a minority of compes pay individual bonuses to
trainees — primarily electrical and shoe retailevkp typically pay apprentices, like
sales employees, commission on their own sales.

The bonus criterion involves performance at the kplaice in all of the
establishments that pay individual bonuses, i.eemmays bonuses for performance in
vocational education alone. At the same time, mbsihe systems with an individual
component (seven out of 11) include a school-basatribution, based typically on
examination performance, sometimes as part of @wvagpraisal of the apprentice’s

progress. These cases are mostly in Swiss engigeeri
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Table 5: Incidence of performance-related pay fotrainees in sample
establishments

Number of companies paying Performance criteria Number of
bonuses to any trainees (individual bonuses) companies
Individual Group Both Either SchoolWorkpla ce Both
only  only”

Engineering GB 1 5 1 5 0 0 1 9
DE 2 4 2 5 0 1 1 8
CH 6 4 4 6 0 1 5 8

Retailing  GB°® 3 4 2 5 0 3 0 10
DE 2 3 0 5 0 2 0 10
CH 4 2 0 6 0 5 0 10

Total 18 22 9 32 0 12 7 55

Notes: apprentices in all categories except Britithiling (trainee sales staff).

& Apprentices often become eligible only after acsped period (e.g., after the first year of traig).
® Includes commission pay in retailing.

¢ Sales staff during the first months of employment.

Where apprentices receive bonus pay, the formuknddiffers from that for
employees. Engineering companies tend to exclugeeapces in the first phase of
training, which is in all countries spent outsid®duction. Other firms pay lower
bonus rates to apprentices. One German shoeeresats the weekly sales level
required for eligibility for bonus pay higher forpgrentices. Other firms pay
apprentices the standard bonus rate, but notehbaime apprentices spend off the
job and their inexperience mean lower bonuses.

Of the 23 companies that do not pay bonuses toeteai eight pay bonuses to
employees in the same occupations. The princigsaore for excluding trainees is a
perceived status difference between apprentices eanployees, as learners and
producers respectively. Some managers want to aaiflict between the learning of
skills and the increased pressure to produce thhatdpay causes; by contrast, others
pay bonuses because they wish apprentices totie&iandle the same pressure.

The use of bonuses is not systematically associatéte sample with either
union presence or country. There were cases ofteféeunion opposition to bonus
pay, including a British pump manufacturer’s reagamwithdrawing a scheme only
one year after setting it up. But there is no satusl difference between the share of
unionised and non-union establishments that paydEsto apprentices (or skilled

employees§* Similarly, the differences by nation and secta@r marginal: around one

31 The share of establishments with bonus pay fimees is 35 and 41 per cent for recognition and no
recognition respectively; for skilled employees tlorresponding shares are 53 and 51 per cent.
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half to two-thirds of employers in all six categ®mipay bonuses to trainees. The only
attribute that potentially aligns with expectati@nthe greater ratio of individual to

group schemes in Switzerland than in Germany.

6. Trainee Pay: Outcomes

Turning to pay patterns, trainee pay is defineterms of base rates, i.e., excluding
overtime, bonus, and thirteenth month paymentsativel to the pay of skilled
employees in the same occupation in the relevamitcp®

Survey data (Table 6) show average pay of appestio be lowest in
Switzerland, at 18 per cent of skilled pay; highesEngland, at 45 per cent; and
middling in Germany, at 27 per celitThe inter-country differences are similar at
sector level, for which the validity of the Britistata is greatet. In engineering, the
pay of Swiss apprentices is only 14 per cent of diaskilled employees, i.e., well
below that in Germany (29 per cent), which is imntunuch less than that of
Apprentices in Britain (41 per cent). In retailimglative apprentice pay is generally
higher than in metalworking, but the differencesa®®n countries are greater: 18 per
cent in Switzerland, 34 per cent in Germany anly ftd per cent in England.

The second source of information is the sample stdtdishments. Table 7
shows average trainee pay to be in all categorgiseh in the sample than in the
survey data in Table 6. (The difference is not 8aig, as the denominator in Table
6 is all skilled employees, and recently qualif@tes in Table 7, which means higher
relative pay on the sample definition.) The ragkirof mean apprentice pay across
countries in the sample are however the same @®inational surveys, with Britain
and Switzerland occupying the opposite poles.

The sample shows the well-known difference betwapprentice pay in
Germany and Switzerland (Dionisius et al. 2008)isSvapprentices receive only one-

fifth (19.5 per cent) of the skilled rate in enggnieg, and not much more than one

%2 Earnings-based measures are available at natmralonly for Germany and Switzerland, for which
they show a pattern by sector and country broaidiylaz to that in base rates (Ryan et al. 2010: 40-
42).

%3 Definitions of base pay differ between the cowstribut not greatly, and the same definition daes a
least apply to trainees and skilled workers in eamimtry. The British survey lacks breakdowns of pa
by stage of training. A subsequent survey (Fong Rinelps 2007) is informally described by official
sources as erroneous.

% The mismatch between training and employment catboips is potentially greater in the British than
the German and Swiss data as the pay data forctheomy as a whole are not confined to skilled
workers in the occupations that apprenticeshiprsate
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quarter (28.7 per cent) in retailing. Apprenticey pates in Germany are 14 and 20

percentage points higher than in Switzerland inreeging and retailing respectively.

Table 6: Relative pay of apprentices and employeesational survey data

Mean base rates of pay of apprentices as percenta#ghose of skilled employees in
the same occupations or sectors

Year of training Number of
apprentices
1 2 3 4 Alf

Whole economy GB? n.av. n.av. n.av. n.av. 45.2 5500
DE' 237 267 299 nap. 268 7502

CH' 13.4 17.3 23.0 nav. 17.9 2987

Engineering GB*¢ n.av. n.av. n.av. n.av. 40.9 500
DEP 26.7 28.7 31.0 31.3 29.2 317

cH® 9.0 11.8 156 198 141 391

Retailing GB*Y n.av. nav. nav. nav. 70.0 500
DE® 29.5 33.8 39.1 n.ap. 34.2 178

CHY 130 172 225 n.ap. 175 138

Sources. Unpublished data from 2007 BIBB survey 2684 Berne survey of employers’ training
costs in Germany and Switzerland; Ullman and DedR05), Figures 3.3, 4. ZAnnual Survey of
Hours and Earnings2005, Table 14.5.

Notes. n.av: not available; n.ap: not applicable.

Base rates in DE and CH are mean monthly pay, dxausocial security contributions (both parties),
additional month(s) pay, bonus and overtime payBiitain, mean net weekly pay, excluding bonus
and overtime pay, and including any training alloe& received, divided by mean weekly hours
worked in the relevant framework (Apprentices) émel hourly earnings (excluding overtime pay) of
full-time adult employees (all ages, both sexes3killed metal and electrical trades’ (for engiriag),
‘sales assistants and retail cashiers’ (for reigjliand ‘skilled trades occupations’ (for all sesjo
Survey years: GB, 2005; DE, 2007; CH, 2004. Darad& and CH are only for firms that train
apprentices.

& Three year programmes only, for all apprenticeablipations with such programmes.

® Mechatroniker, Industriemechaniker, Elektroniker,etebstechnik (DE); Polymechaniker,
Elektroniker(CH).

¢ Kaufmann/frau in Einzelhand€DE); Detailhandelsassiste{CH).

4 Apprentices under Engineering Manufacturing LeS/&taining frameworks.

€ Apprentices under Retailing and Customer Care L2W&ining frameworks.

" Unweighted (DE, CH) or weighted (GB) mean of aliting years (4 in engineering, 2 or 3 in
retailing).

9 Level 3 Apprentices. Apprentice pay refers to BEngdland Wales, employee pay to Great Britain.

Two aspects of apprentice pay in Germany are dicodar interest from an
institutional standpoint. The first is whether eoydrs that are not covered by
collective bargainingaghne Tarifbinduny pay their apprentices less than firms that
are coveredtérifgebundeh Survey data show that relative pay (on an egmbasis)

Is indeed lower for apprentices in uncovered firimg:3.1 percentage points in the
economy as a whole, and 3.7 and 4.2 points in eeging and retailing, respectively.

The second issue is the extent to which coveredamers pay apprentices more than
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the relevantTarif rate. In the sample, most (11 out of 15) coveigds pay their
apprentices more thaharif rates. The premium averages around seven perircent
both sectors. In engineering that is only halfgghemium for skilled employees, but in
retailing it is half as large agaifi.The two findings suggest that the decline of
bargaining coverage in contemporary Germany is agiaduthe relative pay of

apprentices, albeit only moderately.

Table 7: Relative pay of apprentices in sample edtishments

Base rates of pay of apprentices as percentagdnaf of recently qualified skilled
employees in the same occupation and establishment

Year of training®
1 2 3 4 ap  Number
of cases
Engineering GB 48.5 58.5 68.3 78.5 63.5 8
DE® 30.5 32.2 34.5 36.3 33.4 8
CH 12.4 16.0 21.5 27.9 19.5 8
Retailing GB 92.6' n.a. n.a. n.a. na 10
DE® 42.3 48.7 54.4 n.a. 48.5 8
CH 22.9 28.2 34.9 n.a. 28.7 9

Notes. n.a.: not applicable; n = 51

2Includes 18 month pay (Weihnachtsgeldand holiday payyrlaubsgeld where paid.

® Unweighted average for all years of training.

¢ Establishment (or company) level base rates, wtifierent fromTarif rates.

¢ Pay of newly recruited inexperienced sales stifitive to unpromoted sales employees with one
year's service.

Trainee pay is particularly high in Britain. In thengineering plants,
Apprentices’ base rates start at an average ofet9cent of the skilled rate and

average 64 per cent over the training period afi@el’ — as compared to starting at

% Ryan, Wagner, Teuber and Backes-Gellner (201®)lgB&28-30.

% The starting rate for British engineering appregsj at its historical peak in the July 1983 sector
wide (‘national’) collective agreement — which palyat the time a role similar to that still playeyg
Tarif agreements in Germany — was 47.5 per cent of khledsrate. The lack of any substantial
difference between that and the average in theentisample suggests that the erosion of collective
bargaining, particularly for apprentices, has htl leffect on apprentice relative pay, in thelnfs at
least. Indeed, one pump producer still uses theeatipe age-stage scales that applied when sector-
wide bargaining ended in 1989 (EEF 1993; Purcedi31 Ryan 2010b). Moreover, a regional official of
the largest union in the sector (Unite) recommemigls adoption of the 1989 rates in new
Apprenticeship programmes, and the employers’ tder (EEF) did the same on its website until
2007. The managers of a pump producer attributekl ¢ union interest in apprentice pay to the
company’s need to continue paying such historidailij rates.
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12.4 per cent and averaging 19.5 per cent in Sesggneering’ In retailing, the

difference between Britain and the other two caastis even greater, because the
training in the British cases concerns, not Appoeship, but in-house bespoke
training for new employees. Three companies dtait trainees at the rate for the job
for experienced first-level sales employees. Inatier companies, the training rate is
close to the experienced rate. The average payfaatsales trainees is fully 92.6 per

cent.

Table 8: Relative Apprentice pay in selected traimg occupations, England 2005.

Apprentice pay

o;:réﬁggt]ig 7 Absolute Relatik}/e Employment occupation (code)
(E/hour) (%)

Customer service 5.00 66.2 Customer service ocrupzat7?2)
Engineering 4.39 40.9 Skilled metal and electricades (52)
Retailing 4.32 70.0 Sales assistants, retail ceslird 1)
Construction 4.18 43.0 Skilled construction & bunfgltrades (53)
Early years care 3.31 46.3 Nursery nurses (6121)
Hairdressing 2.87 46.3 Hairdressers and barbefsl§62

Sources and definitions: Table 2

Notes. Level 3 Apprenticeships only.

& Grouped by Sector Skills Council.

® percentage of mean earnings excluding overtimeopaynployees in the employment occupation.

As engineering and retailing are located near #tieemes in the distribution of
training content in England’s Apprenticeships pesgme, their representativeness is
open to doubt. Is Apprentice relative pay high then occupations as well? The
subset of Level 3 Apprenticeship frameworks has rasgectively good match
between statistics for training volume and emplaoytheotably construction and
hairdressing (Table 8). In Customer Service, d&atailing, Apprentices receive more
than two-thirds of mean occupational earnings. A&ppce relative pay in
Construction is similar to that in engineering.Hairdressing and Early Years Care,
two female dominated categories, the pay of Apprestis low in absolute terms
(less than £3.50 an hour), but as these are lod gEgtors, in relative terms it is 46
per cent of average employee earnings — whichgis by German standards, let alone

by Swiss ones. The conclusion is that in BritainpAgmtice relative pay varies

%" The dispersion of apprentice relative base ratessa the engineering establishments is greater in
Britain (coefficient of variation of 25.5 per certbjan in Germany or Switzerland (12.8 and 15.1 per
cent respectively), which suggests a greater rotenfarket forces and management discretion in
Britain.
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considerably across occupations but that the hattive pay seen in engineering and

retailing is not exceptionafl®

7. Trainee Pay: Determinants

What might cause these marked differences in teaipay across countries and
sectors? Six factors potentially contribute: traghicontent, trainee age, bargaining
coverage, contractual status, public subsidy; tiply of suitable young people; and

monopsony power.

Training content

The first factor aligns with human capital theoiry:competitive markets, the greater
the amount and generality of the skill learned, gheater is the cost of training, the
lower is the pay of trainees, and the higher ispghg of skilled workers. Put simply,

more general training means higher skilled paylaner trainee pay.

This factor is consistent with the great differefmetween trainee pay in
British retailing and the other five country-sectategories. Initial training for sales
staff in the British establishments is shorterslammal, and undoubtedly less costly
and more firm-specific than retailing apprenticesm Germany and Switzerland.
High trainee pay is therefore expected: young peepll not accept low pay when
there is little to learn.

The same cause may also contribute to the lowativrelpay of apprentices in
engineering than in retailing, in both Germany &witzerland. Training costs are
higher — for employers for sure, and for the ecopom all probability — in
metalworking crafts than for retail sales occupagioSkills may also be more firm-
specific in retailing, where each company promoatesown approach to customer
service?

Differences in the level and generality of trainicennot however be taken to
contribute much, if anything, to an understandirigintra-sectoral differences in
apprentice pay between the countries. Trainingdstals are externally regulated in

all cases, and appear to be similar across coantvithin each sector (apart from

% Table 8 may overstate Apprentice relative paythat only a minority of employees in the relevant
occupations are expected to have Level 3 skilld, iarsome occupations, notably construction, craft
training has been classified at Level 2. Using ppaievel 2 programmes instead, Apprentice relative
pay is between 8 and 15 percentage points lowesadhe occupations in Table 8.

%9 Hasluck et al. (2008), Beicht et al. (2004), M@zhann et al. (2007).
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retailing in Britain)*° In particular, Level 3 engineering Apprenticeship<England
resemble their German and Swiss counterparts glaselerms of training methods
(share of off-the-job learning, reliance on puldmleges) and the predominance of
employer sponsorshif.

At the same time, on-the-job learning may be lesensive, more firm-
specific, and more uncertairex ante under Britain’s National Vocational
Qualifications, which have been developed underpleger leadership’ and which
rely on internal assessment of Apprentices’ skillgn under German and Swiss
methods, in which training standards are determibgdsocial partnership and
assessment is external to the empld§érhe British system makes it more difficult
for the employer to commit to transparently highirtmg standards, which in turn
reduces the willingness of young people to acaaptday during training (Dustmann
and Schonberg 2010). This consideration potentigtiglies with particular force to
Apprenticeships in the service sector, notably iRetpand Customer Service, in
which training standards have been developed bylamrs to serve their interests
alone. Those standards are consequently lower, firarespecific, and less assured
ex antethan their continental counterparts. Higher Apficenrelative pay in the new
service sector frameworks than in the traditioe&kars (Table 8, above) is consistent
with this line of explanatiof® So too is the higher pay in retailing of salesneas,
for whom external training standards are non-emristdan of Apprentices, for whose
training some external standards, however limiaéed mandated.

The other side of the coin of training contenthe pay of skilled workers.
When qualified workers are highly paid, relativeless skilled adults, young people
are incentivised to accept low pay during trainimgprder to learn the relevant skill.
Conversely, when skill adult differentials are laas, in British engineering during the

1970s, young people have less incentive to acaptply during training (NEDO

0 Detailed comparisons of skill standards acrossitias are difficult to perform and correspondingly
scarce. A comparison of engineering apprenticeshiBritain and Germany in the 1990s concluded
that skill standards had remained similar in the twuntries despite the introduction of competence-
based qualifications (NVQs) in Britain (Steedmarf8P The same view is also present in recent
aggregate comparisons (Steedman, Mcintosh and Gft).

“1 British employers have mostly retained the methmds standards formulated by the Engineering
Industry Training Board in the 1960s (Senker 1991).

“2\Wolf (1995), Ryan (2010a), Wolter and Ryan (2010).

43 A senior trade union official in retailing told usat her union would be willing to discuss a
hypothetical proposal to trade lower Apprentice filmymore Apprenticeships, but that it would requir
the adoption of higher training standards and &ffecexternal assessment before agreeing any such
package.
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1977). Does such a situation accompany high appeepty in British engineering
nowadays?

Table 9 shows that, although the pay differentietween skilled and semi-
skilled employees in engineering and retailing esrconsiderably across the three
economies, the pattern is not consistent with tigothesis. In engineering, the
differential between the pay of skilled and senlisdliemployees in Britain is similar
to that in Switzerland, and considerably highernththat in Germany. Higher
apprentice pay in Britain is therefore unlikelyredlect a lower prospective return to
skill — or at least a lower immediate offe.

Higher pay for skilled workers may however be ralgvto the difference
between engineering in Germany and SwitzerlandsSwiaft-workers are paid more
than twice as large a premium over their semiskittelleagues as are their German
counterparts (35 and 14 per cent respectively),ingivSwiss apprentices
correspondingly greater incentive to accept low.pale explanation does not
however generalise: the reverse national orderpgies in retailing (8 and 16 per
cent respectively), while the difference for themamy as a whole is modest (21 and

25 per cent).

Table 9: Pay differentials by skill in national stdistics

Skilled earnings as percentage of less skilled (sshilled) earnings

Engineering Retailing All sectors
GB 2009 131.9 106.9 114.1
DE?® 2008 114.0 116.4 121.2
CH 2004 135.7 108.2 125.1

Sources. GBAnnual Survey of Hours and Earnings 200%ble 14.5a (http://www.statistics.gov.uk/
downloads/theme_labour/ASHE-2009/2009 occ4.pdf): BE (2009), T4.1.1; CH: BFS (2006), T4,
TA1

Notes. Pay. GB: Mean gross hourly earnings, all leyges; DE: mean gross hourly earnings
(BruttostundenverdienstCH. Mean gross monthly pagnpnatlicher Bruttolohp

Content of skilled and less skilled occupations:: ®Bgineering: skilled metal and electrical trades,
and assemblers and routine operatives. Retailialggssassistants, and retail cashiers and checkout
operators. All sectors: skilled trades, and progelssit and machine operatives. DE: Leistungsgeapp
3 (Arbeitnehmer mit schwierigen Fachtéatigkeiten, flereh Ausbildung eine abgeschlossene
Berufsausbildung, zum Teil verbunden mit Beruféediag erforderlich ist and 4 Angelernte
Arbeitnehmer mit einfachen, schematischen TatigReih C28 (Maschinenba) 47 Einzelhandel ...
ohne Kraftfahrzeug and B-S Produzierendes Gewerbe und DienstleistungsbereicH:
Anforderungsniveaus 3Bérufs- und Fachkenntnisse vorausgepedrtd 4 Einfache und repetitive
Tatigkeiten in SIC 30-32, 52, all sectors.

2 Full-time employees only.

4 Skill differentials do not capture all of the imiiual returns to training, and in particular iféeets
on the incidence of unemployment and on educatiandloccupational mobility.
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Trainee age and education

The second actor is also consonant with humanaiapitory: the age and education
of trainees. The older and more educated the wathe greater his or her prior skill,
and therefore the greater his or her productivily pay during training.

The average age of entry in Switzerland is neasly years lower than in
Britain and Germany (Table 10), a difference asdedi with a lower minimum
school-leaving age (15 versus 16 years) and a high&lence of direct moves from
lower secondary schooling to apprenticeship. Thigerdince is reflected in the
sample: in all of the Swiss companies the principgé of entry is 15-17 years,
whereas nearly one third of employers of Britisd &erman firms (11 out of 35) take
primarily 18-20 year olds, many with upper-secogdsechool qualifications, nearly
half (15 out of 35) take some adults, and all thiédh retailers hire mostly adults for
sales training (Ryan et al. 2010: Table 12). Thyh hielative pay of trainee sales staff
in Britain is consistent with a preponderance afledamong trainees, by contrast to
that of teenagers in the apprenticeship systemsghenother five country-sector
categories.

Table 10: Age of entry to apprenticeship by countrynational statistics

Year Age of entry
Median Mearf
Britain 2005-6 n.a. 1973
Germany 2007 19 194
Switzerland 2008 n.a. 17.6

Sources. CH: www.bfs.admin.ch/bfs/portal/de/indessthen/15/04/ind4.indicator.40703.407.html;
DE: http://datenreport.bibb.de/media2009/uebers7 d5pdf;

GB: http://lwww.thedataservice.org.uk/NR/rdonlyrds32 C066-6BCE-4B13-B3FD-DA002A6A8C13/
0/Post_16 Education_March_2010.pdf

Notes.

& Estimated for Britain from a coarser age breakdtvam for the other countries.

®Level 3 programmes (Level 2: 18.5).

The lower experience and fewer years of educatfo8wass apprentices are
therefore potentially important for an understagdaf their low pay. But it provides
only a partial explanation, particularly for bassypates. The pay scales applicable to
the many German and British youth who start appreships at age 16-17 are so high
relative to those of their Swiss counterparts that difference cannot plausibly be
explained in terms of the one year difference ie agd schooling between direct

entrants in Switzerland and the other two countiésreover, when differences in
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educational attainment are measured in terms o&mheunt learned rather than time
spent in school, the prior skills of the Swiss 1&ary old apprentice compare
favourably to those of his or her 16 year old Bhticounterpart (Bierhof and Prais
1997; OECD 2001).

The first three factors therefore align empiricallith some but not all of the
main differences in trainee pay across the six tgtsector categories. The

differences that they cannot explain point to mosgitutional factors.

Collective bargaining

The foremost one is collective bargaining. Highgprantice pay in Germany than in
Switzerland has been attributed to higher collecbargaining coverage (Dionisius et
al. 2008). The implicit assumption is that tradéons not only seek to raise pay, but
want and manage to do so more strongly for traittesss for skilled employees.

In Germany, most firms, in both national data dmelsample, are covered by a
Tarif agreement. Those agreements specify pay for ajigeseras well as employees.
Some German union officials would like to raise ra@ppice pay further. A senior
negotiating official of IG Metall, the large metalvking union, explained that his
union would like apprentices to receive 35 to 40 gant of the craftKacharbeite)
rate. Such a policy is consistent with the uniananifest concern for the recruitment
and integration of young members (IGM 2010).

Here Switzerland differs considerably from Germadnythe previous section it
was shown that the difference in national barggrgoverage is — in the sample at
least — even greater for apprentices than for eyepl® Most of the Swiss employers
set apprentice pay themselves and some increasgyisporadically. The trade union
Unia estimates that one-third of Swiss apprentaresnot given a I3month’s pay
every year, a benefit that the great majority @irtliserman counterparts can take for
granted (Lehrlingslohn 2008). The German-Swiss ewe is therefore consistent
with an important role for collective bargaining asource of differences in relative
pay. But limits to the explanation are suggestetiNmyfactors.

The first qualification emerges when Britain is smiered — which limits the
discussion to engineering. As in Switzerland, biigg coverage is low in Britain.
Moreover, although six of the eight British engineg establishments have collective
bargaining, in only one does apprentice pay featureahe bargaining agenda. Yet

apprentice relative pay is high, both in nation#dtistics and in the sample.
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Differences in unionisation and collective bargaghcannot explain this aspect of the
cross-country pattern in apprentice pay.

The second consideration comes from the IG Metéttial mentioned above.
The pay increase that his union would like is negligible, amounting to five to ten
percentage points more than at present (Table &).itBis not a high bargaining
priority. Moreover, it would leave apprentice relat pay well below the levels
prevailing in British engineering. The union’s myli remains consistent with
interpretations that see German unions, particul&lMetall, as not having used to
the full their power to increase apprentice payolider to help sustain a large, high
quality training system (Marsden and Ryan 1991teldn 1991}

Collective bargaining may however cause a secondéfgrence between
apprentice pay in Germany and Switzerland: howngiso pay rises during the
training period as a whole. The difference betwibenscale rates of last year and first
year apprentices is 5.8 percentage points in eagimgein Germany, and 15.5 points
in Switzerland (Table 6, above). The difference meffect the greater power of
metalworking trade unions in Germany, along witpraference for less inequality
among apprentices. In retailing, pay growth dutiagning is no less in Germany than

in Switzerland — but the cross-national differenc&ade union strength is also lower.

Trainees’ contractual status

The contractual status of trainees potentiallya@#felifferences in trainee pay between
the two sectors in Britain and between engineeapgrentices across the three
countries. Institutionalists argue that apprentitatus legitimates, in the eyes of
employees and trade unionists in particular, paynsystems based on stage of
training rather than job status. This is becauseassociated regulation of training
content neuters the threat of cheap trainee latmthreir job security and bargaining
power (Marsden and Ryan 1991a). That in turn mahksstutionally feasible low
trainee pay and low training costs for employefise point is potentially relevant to
the inter-sector difference in trainee pay in Bntarhe higher relative pay of sales

trainees than of Apprentices in retailing (Tableg)is consistent with the difference

5 Attempts to formalise the implicit contract bydmag lower apprentice pay for more training places,
as promoted by the vario@indnis fiur Ausbildingnitiatives of the past decade, have indeed came t
little (VBM 2007), but the failures can be attribdtmore to the reluctance of employer represemtstiv
to commit to a pre-specified increase in trainitgcps than to any refusal by unions to make such an
agreement — as the union interviewees in both sesieggested their organisations would consider
doing.
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in status, between the former as mainstream emgsosad the latter as Apprentices,
notwithstanding the limitations of training standin retailing Apprenticeship.

The second dimension to which contractual statusleyant is the difference
between the pay of engineering Apprentices in Britand their counterparts in
Germany and Switzerland. More than 90 per centritisB Apprentices (and all those
in our sample) are said to hold an employment eghtmot just a training contract
(LPC 2009: 157¥° Employee status need not mean high pay. Britisprémtices are
not covered by the National Minimum Wage if theg #ss than 19 years old or in
their first year of training. Employee status ddesvever entitle Apprentices to a
minimum income of £80 per we¥kin contrast to the Minimum Training Allowance
of £40 per week that constitutes the floor for Agyices who have trainee status
alone (LPC 2009: 156, 157; TUC 200d8).

By contrast, German and Swiss apprentices hold artiyining contract. In
both countries apprentice status and employeesstatuclearly separated, not least by
the difference between the allowances paid to aiges (ehrlingslohn and
Vergitung respectively) and wages and salaries paid to @yapk Lohn Gehal).
‘Waged’ or employee status does nmtr se alter the fixed-term nature of the
Apprenticeship contract in Britain, much as in tther two countried’ But it does
arguably make possible in Germany and Switzerlameet pay for apprentices than
would be institutionally possible were apprentite$iold an employment contract as
well.>°

In Britain, the option of reviving the common lawpaenticeship contract has

not been taken up. The primary concern when (Mgdé&pprenticeship was

5 Data on the share of Apprentices with employetustare scarce. The ‘over 90 per cent’ estimate
was provided by government officials in oral eviderto the Low Pay Commission (loc. cit.). An
official review has however suggested that emplogte¢éus either already is, or at least will become,
necessary to be counted as an Apprentice (DUIS: B)(R).

" Since raised to £95 per week.

“8 Non-employed Apprentices who do not have have akwalacement (in ‘programme-led
Apprenticeships’) are entitled only to the Educatidaintenance Allowance of £30 per week.

“91n all three countries, apprentices hold a fixemuirt contract, which in principle excludes any rifgt

the apprentice to continue with the employer aftaining. The promotion of employee status in
Britain has however had effects here too. Althotlghemployment contracts held by Apprentices are
formally fixed-term, employers are free to offeeth permanent contracts, and one large engineering
company in the sample does just that, renderifighite to make a redundancy payment if it fires an
Apprentice after training. The share of Apprentieds® hold a permanent contract of employment is
not known but, given that nearly half were emplopgdhe training firm before joining the programme
(Ullman and Deakin, 2005: 11), it may well be colesable.

* |ndirect evidence consistent with the propositisrthe higher level of relative apprentice pay in
countries in which apprentices hold an employmanitract (Austria and Ireland) than in those in
which apprentices have trainee status only (Germ@wjtzerland and Denmark; Ryan 2000: Table 4).
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introduced in 1994 was to improve the programmeasus relative to its immediate
predecessor, Youth Training, in which widespreath&re status was associated with a
low training allowance and limited training contébee et al. 1990; Ryan and Unwin
2001). Encouraging employee status was a way afigdthat. Moreover, recent
legislation locates Apprenticeship agreements metoethe regular contract of
employment (‘service’) than to the common law caatr of apprenticeship
(Parliament 2009: 15-16).

Differences in contractual status therefore contelto the difference between
Apprentice pay in Britain and apprentice pay in tiker two countries. However,
contractual status may itself be endogenous. TlteslBigovernment’s promotion of
employee status in order to increase the statuthefApprenticeship programme
parallels the benefit to employers of offering eoyele status to encourage
applications for Apprenticeship places. If so, cactual status interacts with youth

supply conditions in influencing trainee pdy.

The supply of young people to apprenticeship

A further potential cause of high trainee pay intdn and low apprentice pay in

Switzerland is differences in the supply of suiyabualified young people. At one

level a supply problem appears unlikely: in alletrcountries, all of the companies
report more acceptable applications than vacandrestheir apprenticeship

programmes. However, British engineering firms héweer ratios of acceptable

applications to vacancies than do their German Swiss counterparts (Table 11),
despite much higher trainee pay scales. Three @htkxpress particular concern
about the number and quality of young applicantseyTattribute the shortfall to the
low status in the eyes of parents and teacherpmieaticeship, associated with the
low status of manual skill, the industry’s histoo§ shrinking employment and

redundancy, and lack of information about subsegapportunities for occupational

mobility. They report a widespread preference foil-ime education among

moderately qualified 16-18 year olds, consisterih\ilie rapid expansion of publicly

funded full-time tertiary educatioli. One employer did see high Apprentice pay as

*L A different status issue has led one engineerimg ¥oluntarily to increase its already high scale
rates for Apprentices: in order to counteract ttagitionally low status of apprentices, relative to
graduates from full-time vocational programmes wbahe same (technician-level) work.

2 Some interviewees attribute widespread youth peefee for full-time education to the weaknesses
of careers advice in secondary schools, associattd lack of knowledge or respect for career

26



generating more applications, but even then foem@lly suspect reasons (‘they’re
only in it for the pay’).

Not all British firms suffer from supply constrast{Two establishments owned
by large engineering multinationals with strongutpions — an aero engine and a
turbine manufacturer — both attract a large exoésgceptable applications, despite
accounting for large shares of engineering emplayrimetheir districts. Also, a pump
company that had found it hard to fill its trainiptaces reports a recent easing in the
problem, which it attributes to higher achievemeimscompulsory schooling, the
introduction of a GCSE in engineering, and incrdasszruitment effort. But it still
pays its apprentices the old national scale ra@dly to increase their loyalty to the

firm.>3

Table 11: Applications and vacancies in apprenticésp programmes, sampled
establishments

Ratio of applications to

vacancies
All Acceptable Number of
applications applications® companie$
Engineering GB 7.8 3.2 6
Germany 214 11.6 5
Switzerland 17.4 7.2 7
Retailing GB n.a. n.a. -
Germany 34.5 5.5 7
Switzerland 39.3 13.6 10

Notes
In some cases, only applicants who were actuallga to interview could be counted.
® Excluding companies that either use a third partscreen applications or provided no data.

Nor are all German firms free from supply consti@irAn official of the
engineering employers’ association (Gesamtmetédifes that recenBundnistype
proposals to reduce apprentice pay in order to faoock training places were opposed
by many members because of a scarcity of talenpeticants. That difficulty even
led a large turbine manufacturer located in a majty to leave its apprentice
vacancies unfilled in a recent year. Less surgglgina large retailing group that

contains small grocery stores, many of whom pay teanTarif rates, finds it hard to

opportunities in engineering, and the financialeintive to schools to induce 16-year-old pupils to
continue in full-time schooling.

3 A further possible source of increased youth spppincreased tuition fees for full-time tertiary
education — was not mentioned by any employer.
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attract youth to its centralised apprenticeshipgpamme despite extensive youth
joblessness in its regiof.

By contrast, the supply of young people to appoestiip is bolstered in
Switzerland, not just by the high national stattiseghnical skill and apprenticeship
training, but also by two attributes of the natioeducation and training system. The
first is some rationing of access to general wgeeondary education. Only 20 per
cent of the youth population attends a general uppeondary schoo&ymnasium®
The rate varies greatly from canton to canton, feasons that are not fully
understood® Nevertheless, in some cantons pupils who leaveerdosecondary
education with middling grades appear in effecbéosteered into apprenticeship by
the difficulty of obtaining aSymnasiunplace®’

The second Swiss attribute is well developed lagldef vocational
qualification, which facilitate movement from apptieeship to tertiary education.
Apprentices can study part-time for the vocaticgivalent Berufsmaturitdt of the
general upper secondary qualificatioMaguritat) that gives access to university.
Those who qualify are entitled to apply for a vowaél programme at a non-
university tertiary institution. Around 12 per ceonf apprentices study for the
Berufsmaturitét whether during or after their apprenticeship (BBX10). The option
value of this alternative increases the appeappfenticeship to many young people,
particularly the more energetic and able ones. Hsigect of the Swiss system is
distinctive in comparison to both Germany and Hmitain both countries the
desirability of establishing ladders from appreesitip to tertiary education is widely
recognised, and some apprentices in the engineanidgetailing companies make the
transition. But neither country has as yet developeformalised, well-known, and

respected equivalent of this Swiss attribute.

** More generally, the post-unification boom of ttalg 1990s created excess demand for apprentices
and consequent increases in scale rates (Wagn@y.199

* In addition, approximately 12 per cent of the youbhort attend other full-time school-based
options, whether general or vocational in cont&KEE.CSRE 2010: Fig 71).

% In six (out of 26) cantons the share@fmnasiungraduates in the 19 year old population was 15 per
cent or less in 2008, as compared to a nationabgeeof almost 20 per cent (SKBF/CSRE 2010: 123).
" The presence of canton-level rationing in entnGyymnasia(and their vocational equivalents) at
upper-secondary level is suggested by the maxinrminy shares imposed by some cantons, though a
recent official report reached no firm conclusiarsthe issue (loc. cit). Any rationing appears & b
less than absolute, as, when the size of the ypatulation cohort rises, so does the number of
Gymnasiunentrants. However, as the marginal rate of youthyds only one quarter the size of the
average rate, some intensification of rationingrs®& occur in demographic upswings (Muehlemann,
Wolter and Wiest 2009).
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Differences in the appeal of apprenticeship to gop@ople and the availability
of alternatives to apprenticeship potentially ciimtie therefore to an explanation of

the difference between apprentice pay in Britaid Switzerland.

Public subsidy

Public training subsides may also influence apmemgay. Britain differs radically in
terms of the level and manner of public fundingGermany and Switzerland, public
subsidies are confined largely to covering thedlimsts of part-time education in
public colleges, for which no fees are charged. ddss of training at the workplace
fall to the employer and the apprentice. In Brifdny contrast, most Apprentices
receive no part-time education, and, of those whaeteive off-the-job instruction,
many are taught by specialist training companiéiserathan public colleges. Public
subsidy goes, not directly to public colleges focational education only, but rather
to the principal contractor for an entire Appreaship programme. In practice, much
of the public subsidy is absorbed by the prime @mtor, and used to cover the high
cost of the competence-based assessments and aoocepielated paperwork
involved in the Apprenticeships programme.

The subsidies can be substantial. The British gowent paid in 2004 nearly
£15,000 to an employer who took on a 16-18 yeafal@d Level 3 Apprenticeship in
engineering, and £6,500 for one in retailing (Ry@ospel and Lewis 2007). Public
funds also cover tuition fees for any part-time atomal education received by
Apprentices aged less than 19, which, again exwegity, remains widespread in
engineering.

The public purse therefore provides direct subsitieBritish employers who
provide Apprenticeships, unlike their counterpantghe other two countrie¥. The
subsidies cover only a minority share of the emgisycost for Apprenticeship in
engineering, but most or all of it in retailing ($lack et al. 2008). Either way, these
grants may lead employers to pay their Apprentioese than would be the case in
their absence. If so, they contribute to higheinga pay in Britain than in the other

two countries. The comparative shortage of ativacpplicants in British engineering

%8 Collective funding of apprentice trainin@€rufsbildungsfonds with compulsory contributions by
employers who do not provide training, has beeroihtced (selectively by occupation and canton) in
Switzerland in recent years, but the rate of sybsighpears to be low by British standards
(SKBF/CSRE 2010: 149).
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encourages employers to use the subsidies to Aqpeentice pay. No comparable

effects are expected under the German and Swiginfginegimes.

Monopsony power

Buyer power in the labour market is potentiallyekgnt to the difference between
apprentice pay in Germany and the other two coestiparticularly in engineering.
The Swiss comparison is taken first.

Section 2 noted that economic models of trainingsttgoassume that the
market for training places is either perfectly catipse or subject to a wage floor.
The assumption of competition appears more apm@t@pifor Switzerland than for
Germany, given the difference in bargaining coverégyr apprentices in the two
countries. But the absence of collective bargaingngot synonymous with perfect
competition. The low pay of Swiss apprentices nediect greater monopsony power
for Swiss than for German employers.

Some of the factors that create monopsony powepatentially more marked
for Swiss apprentices than for their counterpantther countries. The fact that
apprentices are younger at entry should mean grelai@endence on the parental
household, and therefore fewer mobility-based édteves to a particular employer’s
apprenticeship programme, even within a given ldaabur market. The effect is
potentially intensified by the smaller size of Ssviswns and cities.

There is also the content of the Swiss institutithveg affect apprentice pay-
setting. Formally, employers remain free to compiete apprentices and to set
apprentice pay accordingly. Section 5 noted thaisSwmployers appear mostly to
adhere to the pay recommendations of occupatiossbcaations (BVs). However,
while those recommendations may influence the iddad employer’s decision, and
constrain its exploitation of monopsony power, tiggnerally low level may result
from the scope Swiss employers have to reduce pagebcompetition through BV-
based coordination. This is particularly likely whehe BV is an employers’
association, with its decisions not directly infhged by trade unions or public
authorities’® Two interviewees state that employers preferrtotlthe availability of
their associations’ information on apprentice paytopic on which no official

statistics are published.

¥ The three BVs responsible for training in two kmccupations covered here (Swissmechanic and
Swissmem foPolymechanikerBildung Detailhandel Schweiz f@etailhandelsfachmann/fraware all
employers’ associations.
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Further evidence suggestive of monopsony powerppremtice pay setting
comes from studies of employers’ training costan&jority of the Swiss employers
who offer apprenticeships incuregativenet costs, whereas that applies to only a
small minority in Germany (Dionisius et al 2008)This attribute of the Swiss
distribution would not be expected to endure waeerharket for apprentices highly
competitive: the incentive to employers to use nagprentices in production would
drive up apprentice pay. No substantial changéishowever visible between recent
surveys of training costs (Schweri et al. 2003; Mitann et al, 2007). The implicit
weakness of competition for apprentices suggesisleafor monopsony power in
Swiss training markets as a whote.

Such considerations do nmér seestablish a role for monopsony power, which
Is in any case notoriously difficult to measureddad, in Swiss retailing, competition
for apprentices appears to be increasing, and itvithprentice pay” In the absence
of direct evidence on monopsony effects on apprentiay, it is argued only that it
may contribute to lower pay for apprentices in ailand than in Germany.

Monopsony power is not however likely to be a majdluence on the pay of
engineering Apprentices in Britain. Despite low dmning coverage and the
locational isolation of many plants, as in Switaad, apprentice pay is much higher
than in Switzerland. Supply constraints in the nireg market arguably reduce
apprentice dependence on employers.

Finally there is a broader potential explanationtiodé low pay of Swiss
apprentices: the existence of an implicit undeidita;y among the interested parties
(government, trade unions and employers) to holdndapprentice pay. (Monopsony
power would be necessary for any such understartditgld.) The potential public
benefit is, apart from a larger apprenticeshipesystmore gradual youth transitions,
from school to employment and from dependence omengs to financial
independence. Apprentices might be deemed to equideserve only a low income,

and as having no claim to luxuries until they dfyali

% Other evidence supports the finding that eveneénn@ny a significant minority of employers earn a
surplus during the training period (Mohrenweised &wick 2009; Backes-Gellner and Mohrenweiser
2010).

81 A further factor that may restrict competitive gsare on the pay of Swiss engineering apprentices i
group training bodies, who train the apprenticesttobe out of nine companies in the sample,
employing them during at least the first two yeafrraining, and paying them at a standard rate.

62 A striking example is the advertising of high ammtice pay by the discount food retailer Aldi astpa
of its current expansion in Switzerland.
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Three considerations align with this interpretatibirst, there is the country’s
discursive and consensual approach to socioeconuotiay-making®® Second, Swiss
trade union officials claim to seek, not higher day apprentices in general, but
rather curbs on very low pay, through the genetiiption of both 18 month
payments and BV-recommended pay r&fdginally, as living standards are higher in
Switzerland, lower relative pay need not mean aetoabsolute standard of living
than that of their British or German counterparthe difference in absolute
apprentice income between the countries is indesd than that in relative pay —
though it remains considerable in engineering whbka high price level in

Switzerland is taken into account, using PPP exgphaates (Table 12).

Table 12: Average monthly pay of third year apprenices in sample
establishments in national currency, converted to aommon currency

: Common Common
National , ) No. of
currency: actual currency: PPP
currency cases
rates rates

Engineering GB £ 1120 $ 2058 $ 1692 8
DE €801 $1172 $ 933 8

CH SFr 998 $ 922 $ 608 8

Retailing DE €764 $ 1119 $ 891 10
CH SFr 1320 $1219 $ 804 10

Notes. Unweighted means, in dollars at actual amdhasing power parity (PPP) exchange rates for
2008.
Sources. Exchange rates: http://stats.oecd.org{laspx?datasetcode=SNA_TABLE4

8. Conclusions

Trainee pay plays a central role in the economid¢saming, mediating the division of
training costs between the employer and the traiB@enomic models of training
mostly assume that it is set competitively, i.g.,cbearing in the market for trainee
places, even when imperfect competition is assuimeskilled labour. Some models
specify instead an exogenous wage floor for traip@g The range of pay setting
methods and pay outcomes is however much broaderactice. Their potential
determinants include both competitive and institodil factors. Moreover, alternative

ways of setting trainee pay may have different iogtions for training outcomes — in

% 1t may be no coincidence that Aldi, the discouettailer whose competition for young talent is
pushing up apprentice pay in retailing, is an a@si as a German newcomer with an innovative
product market strategy and an incentive to adideatestablished Swiss practices.

% However, the broad acceptance by Swiss unionsedftoad level of apprentice pay may reflect their
limited power to do anything about it.
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particular, where monopsony power leads to low fmytrainees, it may induce
employers to offer more training, not so much tewea their future skill supplies as
to reduce their immediate operating costs.

Trainee pay has been analysed for two sectorsreedng and retailing) in
three countries (Britain, Germany and Switzerlandjng evidence taken from both
national sources and in-person interviews with @ygais, unions, public officials and
interested parties.

In terms of how trainee pay is set, the role oflemtive bargaining varies
greatly. Collective bargaining for employees rersawidespread in Germany, where
it covers apprentices as well as employees. Germams express interest in raising
apprentice pay, but they do not rule out tradingdopay for more training places. In
Britain and Switzerland collective bargaining isdevidespread, and it rarely applies
to apprentices even when it does to employees.

The coverage of trainees by performance-relatedigayoderately high, and
some employers not only include trainees in groopus schemes but also offer
individual bonuses to apprentices for performamceadrt-time vocational education.
However no substantial association is found betvikeruse of bonus pay and union
presence, nor are there marked differences inenciel by sector or country.

The evidence on pay outcomes suggests importaes fot both competitive
and institutional factors. The lower pay of Swikart of German apprentices aligns
with both their lower age, lower coverage by cdliex bargaining, and favourable
options for continuing education. It also refleotstrictions on the access of Swiss
youth to full-time upper-secondary education, angdsibly also monopsony power,
which, in the absence of collective bargaining, magply more strongly to
apprentices than to skilled workers.

The higher pay of British than of German (engimegriapprentices cannot by
contrast be explained in terms of bargaining cayeravhich is particularly low for
apprentices in Britain. It is associated insteaith wiidespread employee status among
Apprentices and larger public subsidies, and moneldmentally with a lower supply
of qualified young people to apprenticeship. It mmagult also from weaker and less
assured training standards, given the weaknessctefnal quality control in the
Apprenticeships programme. That factor is howeuesly to play a smaller part in
engineering, with its Training Board heritage, thian retailing, where training

standards are recently developed and pitched aivdelvel. In retailing it may also
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contribute to the higher trainee pay in bespokénduse programmes than in
Apprenticeship.

It cannot be claimed, given the limits of the evide, that the role of these
determinants of trainee pay has been clearly eskedal. Nevertheless, it is hoped that
this paper has suggested new lines of interpretadiod promising directions for

further research.
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Appendix: research methods and establishment attribtes

Our engineering cases are chosen from nationahdstof British and Swiss
establishments by four-digit Standard IndustrialagSification (SIC) code, as
compiled by Dun and Bradstreet. That source showvs pumps, turbines and
compressors significant numbers of medium-sizedbéishments (broadly speaking,
between 100 and 700 employees) in both countries. itiéntified comparable
German producers from various German sources,dimguthe directoryWer Liefert
Was? concentrating the German search on four regi8estin, the Ruhr, Baden-
Wirttemberg, and Hamburg. Although we did not seglecifically to include
establishments located in the former DDR, two oé tBerlin-based retailing
establishments are located there. The inclusioradifitional subsectors in both
engineering and retailing resulted from the neethttude German companies that
are not covered by collective bargainimipite Tarifbindungy none of which could be
located in the core subsectors. Although we did specifically seek only
establishments that provide apprenticeship trajnmgr sample comprises almost
entirely those that do — with the important excaptof British retailing, in which
none of the stores or divisions in our sample dperan Apprenticeship programme.

Table Al shows the distribution of interviewed e$shments across
subsectors. These sectors account for around 0.8epé (engineering) and between
2.8 and 5.4 per cent (retailing, in Switzerland d@itain respectively) of total
employment in the three countries. The data refeerigineering mostly to middle
sized establishments owned by large companiesjnaretailing mostly to groups of
small to medium sized stores, most of them patarmgfe national retail chains (Table
A2).

Companies that declined to participate were repldigecomparable ones until
a full set of interviews had been obtained. Theigpation rate among companies
approached was 79 per cent in Switzerland, 60 @afrioc Germany, and 43 per cent
in England. It is likely that our sample is imptlgiselected towards (i) larger parent
companies and (ii) bigger and better apprentidaitrg programmes. Selection bias is
least troubling for Swiss engineering, in which tesponse rate is high and sample

size is close to population size.
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Table Al: Number of participating establishments bysector

Sector Subsector SIC GB DE CH All
1987

Engineering Pumps and pumping equipment 3561 4 4 4 12
Turbines and turbine generator 5
sets 3511 1 2 2
Air and gas compressors 3563 0 0 1 1
Aircraft engines and parts 3724 1 0 0 1
Electronic components, n.e.c. 3679 3 2 2 7
All engineering subsectors 9 8 9 26

Retailing Department stores 5311 4 2 3 9
Grocery store$ 5411 3 3 2 8
Shoe store% 5661 1 2 2 5
Furniture stores® 5712 1 1 1 3
Radio, TV and electronics stores 5731 1 2 2 5
All retailing subsectors 10 10 10 30
All 19 18 19 56

Note: a. Groups of stores, typically at regionaigion) or national (company) level

Table A2: Employment and training in participating establishments

Engineering Retailing
GB DE CH GB DE CH
Employment Median 377 500 308 1334 3348 333
Mean 1739 2959 288 37650 12957 2406
Share (%) 4.2 105 11.2 45.7 42.4 42.8
Apprentices Mean 27 68 39 § 598 155

Note: participating establishments comprise sirmles in engineering and, in retailing, both single
establishments (department stores) and groupgaileshments (divisions, regions and companies).

& Share of total employment in parent company ougro

® Sales trainees only (no Apprentices).

Eighteen of the establishments are the subsididrg parent company shared with one or more
establishments in the other countries. Most ar@lgipairs, whether German/British or German/Swiss;
one group involves four establishments in a sihgtge company, spread across the three countries.
Most of the paired establishments are in enginggfiiable A3).

Table A3. Establishments with the same multi-natioal parent company

GB/DE DE/CH GB/DE/CH All

Engineering 2 3 1 6
Retailing 1 1 0 2
Number of establishments 6 8 4 18
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Most interviews were conducted by two or three memmlof the research
team; a handful, by one or by all four. A team memiased in the establishment’s
own country was present in all cases. The intersjemhich lasted around 1.5 hours
on average, were conducted around a detailed quasire, the content of whose
English and German language versions was closee Sot@rviews in Germany and
Switzerland were conducted in English. A short (tpage) statistically-oriented
excerpt was sent to interviewees to complete iraade. In a few cases some key data
could not be obtained.
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