Catalogue no. 11-622-MIE — No. 006
o ISSN: 1705-6896
Ml |5pN:0-662-39123-3

The Canadian Economy in Transition Series

Who Trains? High-tech
Industries or High-tech
Workplaces?

by James Chowhan

Micro-economic Analysis Division
18th Floor, R.H. Coats Building, Ottawa, K1A 0T6

Telephone: 1 800 263-1136

This paper represents the views of the author and does not necessarily reflect the opinions of Statistics Canada.

- - i+l
Bl S S Canada



How to obtain more information

For information on the wide range of data available from Statistics Canada, you can contact us by calling one of our toll-free
numbers. You can also contact us by e-mail or by visiting our website.

National inquiries line 1 800 263-1136
National telecommunications device for the hearing impaired 1 800 363-7629
Depository Services Program inquiries 1 800 700-1033
Fax line for Depository Services Program 1 800 889-9734
E-mail inquiries infostats@statcan.ca
Website www.statcan.ca

Information to access the product

This product, catalogue no. 11-622-MIE, is available for free. To obtain a single issue, visit our website at www.statcan.ca and
select Our Products and Services.

Standards of service to the public

Statistics Canada is committed to serving its clients in a prompt, reliable and courteous manner and in the official language of

their choice. To this end, the Agency has developed standards of service that its employees observe in serving its clients. To
obtain a copy of these service standards, please contact Statistics Canada toll free at 1 800 263-1136.

The Canadian Economy in Transition Research Paper Series

The Canadian Economy in Transition is a series of new analytical reports that investigates the dynamics of industrial change
in the Canadian economy. This new series brings together a coherent set of research reports that provide users with awide
variety of empirical perspectives on the economy’s changing industrial structure. These perspectives include the dynamics of
productivity, profitability, employment, output, investment, occupational structure and industrial geography. Readers are
encouraged to contact the authors with comments, criticisms and suggestions.

The primary distribution medium for the papersis the Internet. These papers can be downloaded from the Internet at
www.statcan.ca for free.

All papersin The Canadian Economy in Transition series go through institutional and peer review to ensure that they conform
to Statistics Canada’s mandate as a government statistical agency and adhere to generally accepted standards of good
professional practice.

The papers in the series often include results derived from multivariate analysis or other statistical techniques. It should be
recognized that the results of these analyses are subject to uncertainty in the reported estimates.

Thelevel of uncertainty will depend on several factors: the nature of the functional form used in the multivariate analysis; the
type of econometric technique employed; the appropriateness of the statistical assumptions embedded in the model or
technique; the comprehensiveness of the variables included in the analysis; and the accuracy of the data that are utilized. The
peer group review process is meant to ensure that the papers in the series have followed accepted standards to minimize
problemsin each of these areas.




Statistics Canada
Micro-economic Analysis Division

LA « g7
A% Who Trains? High-tech =

2

Industries or High-tech
Workplaces?

James Chowhan

Published by authority of the Minister responsible for Statistics Canada
© Minister of Industry, 2005

All rightsreserved. No part of this publication may be reproduced, stored
inaretrieval systemor transmitted in any form or by any means, electronic,
mechanical, photocopying, recording or otherwise, without prior written
permission from Licence Services, Marketing Division, Statistics Canada,
Ottawa, Ontario, Canada, K1A OT6.

January 2005

Catalogue no.11-622-MIE no. 006
Frequency: Occasional

ISSN 1705-6896
ISBN 0-662-39123-3

Ottawa

Laversion francaise de cette publication est aussi disponible (n°11-622-MIF n°006
au catalogue).

Thispaper representsthe views of the author and does not necessarily reflect the opinions
of Satistics Canada.

Note of appreciation

Canada owesthe success of its statistical systemto along-standing partner ship between
Satistics Canada, the citizens of Canada, its businesses, governments and other
institutions. Accurate and timely statistical information could not be produced without
their continued cooperation and goodwill.




heauthor isgrateful to John Baldwin, Guy Gellatly, Desmond Beckstead, Marc Frenette
and Ted Wannell for their helpful discussions and suggestions.

The Canadian Economy in Transition Series -4- Statistics Canada — Catalogue No. 11-622-MIE No. 006



i _— ~ -
P - -
_—- ’l —-"7 -
Table of Contents
) g 3 o PN 6
EXECULIVE SUIMMMIALY «evvvvveeeersrsurrreeeessssnsrsseesssssusssesessssssssssseessssssssssssssssssssssssssssssssssssssssns 7
(07; P27 o173 0 M 43 15 0T 3 Lot o o PPN 8
Chapter 2. High-technology, training and WOrker SKills .............ceevuveerrveeerveesiveeerunenn. 9
Chapter 3. Data SOUICE .....uuueveeervrvesssrvrressuereesssssesssssseessssssssssssssessssssssssssssssssssssssssssses 12
3.1 Workplace and EmMPIOyee SUNVEY (WES) ....c.oiiiiie ettt s 12
3.2 Dependent variables and estimation MEthOd ............oooiiiiininr s 13
3.3 INndustry ClassifiCalion SYSIEIMS ......c.coiiieieieie ettt bt sae bbb e e e enas 14
3.4 Workplace-based teChnolOgy INAICES.........cciiiiriiiiie e e 15
3.5 Control Variables ...........ccciiiiiiiiii 18
Chapter 4. Extensive margin: An analysis of training incidence ............ccccceevveuneee. 25
R Y/ o ==Y o =1 1 Vo PRSI 25
4.2 DeSCriPtiVE tADUIALTIONS. .....coueeiieeeieeie ettt b et b et st e bt st e e e ne e 26
4.3 Multivariate analysis of traiNiNg INCIAENCE ........ccoiiiiiiiiie e e 28
Chapter 5. Intensive margin: An analysis of training iNteNSIity .........ec.cceeeeervveeeennee 36
5.1 TheintenSity Of tralNINQ ........coeoerieieeeeeie sttt sbe st e st et e b e e s e e e e e e eneens 36
5.2 DeSCIPLVE tADUIBLIONS......eeeiiieiieiee ettt ettt b e b bbb s e et e e e e e e e ens 37
5.3 Multivariate analysis Of traiNiNg INTENSITY .......ccooiiiiiiiie e e 40
Chapter 6. CONCIUSION a....uuueevreenerreerrerressnereensireeensssseesisseesssssssessssssosssssssssssssssssssses 44
Appendix 1: Identifying ICT and science-based industries ..............ceeeruvvveerrvvveennnnee. 45
Appendix 2: Weighted approach to measuring training intensity ............cceeeveeeernveee 49
Appendix 3: Summary statistics for control VariablEs .............eeeeerruvvverruveveesveveennne 51
Appendix 4: Excerpts from the 1999 Workplace and Employee Survey ...........c........ 54
Appendix 5: Estimates of total employment and gross payroll per employee........... 58
g2 0 £ (o T U 62

The Canadian Economy in Transition Series -5- Statistics Canada — Catalogue No. 11-622-MIE No. 006



Preface

his study contributes to the expanding body of research in the area of information and

communication technologies (ICT). Using data on business sector workplaces from
the 1999 Workplace and Employee Survey (WES), we investigate factors related to the
incidence and intensity of training. The study focuses on whether training incidence and
training intensity are more closely associated with the technological competencies of specific
workplaces than with membership in ICT- and science-based industry environments. The
study findsthat training incidence depends more on the technol ogical competencies exhibited
by individual workplaces. Among workplaces that decide to train, these technological
competencies are also important determinants of the intensity of training.
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Executive summary

he growth in micro-technol ogiesand their widespread diffusion across economic sectors

have given rise to what is often described as a New Economy—an economy in which
competitive prospectsare closely aligned with the firm’sinnovation and technol ogy practices
and itsuse of skilled workers. Training isone strategy that many firms undertake in order to
improve the quality of their workforce.

This study contributes to the expanding body of research in the area of information and
communicationstechnology (ICT). Using dataon business sector workplacesfrom the 1999
Workplace and Employee Survey (WES), we investigate factors related to the incidence
and intensity of training. The study focuses on whether training incidence and training
intensity are more closely associated with the technological competencies of specific
workplaces than with membership in ICT and science-based industry environments.

Workplaces which score highly on our index of technological competency are over three
timesmorelikely to train than those that rank zero on the competency index. The size of the
workplace is also a factor. Large and medium-sized workplaces are 3 and 2.3 times more
likely to train than small workplaces, respectively. And workplaces with higher-skilled
workforces are more likely to train than workplaces with lower-skilled workforces.

For workplacesthat chooseto train, their technological competency isthe main determinant
of training intensity. The size of the workplace, the average cost of training, and the skill
level of the workforce are also influential factors—but to a lesser extent. Other factors,
such as sector, outside sources of funding, and unionization status, are not influential factors
in determining the intensity of training. Workplaces that have a higher average cost of
training train fewer employees as a proportion of their workforce. However, the skill level
of their employees moderatesthis effect, because as payroll-per-employeeincreases (aproxy
for worker skills), plants train more.
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Chapter 1. Introduction

he advent of new computer-based technol ogies has had a profound impact on the nature

of work. New technologies in the workplace have focused much attention on the
importance of “skilled labour”’—workers who can fully exploit the productive benefits of
advanced technology. Training is one strategy that firms utilize to bolster the productive
capacity of their workforce. Training isan investment in skill acquisition, which leadsto an
accumulation of human capital in the firm.

Workplace training often centers on developing a small set of specialized skills and,
characteristically, does not require the employee to bear any pecuniary costs. Firmswill be
reluctant to provide training unless they anticipate areasonable return on their investment.
Our objectiveinthisstudy isto learn more about how workplace characteristics are associated
with differences in training behaviour—first, in the propensity to train, and second, in the
size of the training investment. Accordingly, this study investigates how different factors
influence training decisions on the extensive and intensive margins. The analysis of the
extensive margin centers on the incidence of training among all workplaces (i.e., on factors
that influence the likelihood of training for the general workplace population). Theanalysis
of the intensive margin focuses on the level of training intensity among the subset of
workplaces that do train (and hence on factors that condition differences in the size of the
training investment among active trainers).

Our primary relationship of interest is with how technological factors influence training
practices. Technological intensity is measured in two ways. First, we rely on two industry
classification systems, information and communications technology (ICT) industries and
science-based industries, to identify a set of industry environments that place a relatively
high premium on advanced technology and knowledge creation. Second, we devise afirm-
based index that measures the technological competency of workplacesdirectly. Our central
research question is whether training incidence and training intensity are more closely
associated with the technological competencies exhibited by individual workplaces than
with the location of workplaces in high-technology environments.

The organization of the paper isasfollows. Chapter 2 isabrief discussion of related research
on skilled labour and advanced technol ogy. Chapter 3 describesthe data source, and includes
adiscussion of the measures of technology and training that are used in this study. Results
on training incidence (the extensive margin) and training intensity (the intensive margin)
are presented and discussed in Chapters 4 and 5, respectively. Both descriptive tabulations
and multivariate regressions are reported. Concluding remarks are found in Chapter 6.
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Chapter 2. High-technology, training and worker skills

growing empirica literaturein labour economicsisinvestigating theimpact of advanced

technology use on the demand for labour. Doms, Dunne and Troske (1997) argue that
skill-biased technological change hasled to increased returns to skilled labour. Bresnahan,
Brynjolfsson, and Hitt (2002) argue that three complementary innovations—increased use
of information technology, changesin organizational practices, and changesin products or
services—combine to lead to a higher demand for skilled workers. This complementarity
implies that firms will apply amix of these innovations depending on adjustment cost and
adjustment speeds.

Baldwin and Johnson (1995) use datafrom the 1992 Survey of Growth Companiesto analyze
the factors that influence the training decisions of firms. They find that training tends to
occur when companies are innovative, technologically advanced, emphasize quality
management and have developed human resource strategies. Further, they find that large
firms have a higher incidence of training and train a larger proportion of their employees
than small firms.

Using employee data from the Workplace and Employee Survey (WES), Wannell and Ali
(2002) examine the link between technological investments and the education and training
of employees. They find that investmentsin computer hardware and/or software are rel ated
to significant increases in computer-related training. Further, they find that workplaces
with university-educated workers are more likely to invest in computer technology; that
university-educated employees are more likely to work in the most technology-intensive
plants; and that new hires in workplaces that make computer technology implementations
are more educated than their longer-tenured co-workers. However, they do not focus on the
broader question of whether technologically advanced workplaces train more and more
intensively.! Thisis the subject of the present paper.

Montmarquette and Turcotte (2001) have al so used the WES to examinefactorsthat condition
workplace and worker participation intraining and theintensity of training. Intheir analysis
of workplaces, the authors found a positive relationship between technological innovation
and training. Focusing on employees, they found that previously acquired human capital
playsasignificant rolein theincidence of classroom training. In contrast, on-the-job training
is more uniformly distributed across different explanatory factors; significant differences,
however, are still apparent.
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Several differencesin research design between Montmarquette and Turcotte (2001) and the
present study warrant emphasis. Firgt, thisanalysisfocusesonly on workplacesinthe business
sector (i.e., it excludes non-profit workplaces); second, it includes a detailed training cost,
expenditure, and funding analysis; third, it examineswhether high-technology environments
(asdefined by industry aggregates) are better predictors of training behaviour than location-
specific technology profiles.

The third factor noted above—the role of industry and firm-specific factors—builds on
recent work on the dynamics of high-technology business populations by Baldwin and
Gellatly (1998, 2001). Using survey dataon new small firms, the authors show that industry-
level classification schemes that are often used to define high-technology populations can
obscurethe presence of substantial numbers of advanced firms (firmsthat stressinnovation,
technology use or human capital) in other, less visible sectors. Consequently, firm-based
classification techniques can yield different perspectives on the location of high-technology
populations. In what follows, we evaluate whether training incidence and training intensity
are more sector- or firm-specific.
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Endnote

1. Wannell and Ali only focus on workplaces that implement computer hardware and software
and whether they engage in computer-related training.
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Chapter 3. Data source

3.1 Workplace and Employee Survey (WES)

heWESisalongitudinal survey that links employerswith their employees. Thetarget

population for the WES is all business locations operating in Canada that have paid
employees, with the following exceptions. employers in Northwest Territories, Nunavut,
and Yukon, employers operating in agriculture (crop production and animal production),
fishing hunting and trapping, private householdsand public administration. An overall sample
of 6,322 workplaces was collected, and is representative of an estimated population of
718,083 locations across Canada.

The workplace portion of the WES s used for this study.? This survey of business|ocations
collects information on a range of workforce characteristics, including job organization,
compensation, training, collective bargaining, workplace performance, innovation,
technology use, and business strategies. Our focus herein is primarily with questions that
deal with training. That said, questions on workplace performance, business strategy,
innovation and technology use are used to create alocation-specific index of technological
competency. Other questions, such as those that deal with sources of competition,
unionization, and outside sources of funding, are used to control for factorsthat may affect
the incidence and intensity of training.

By design, the WES excludes workplaces operating in the public sector. This study focuses
on the subset of private sector workplaces that operate in the business (for-profit) sector.
Non-profit workplaces are excluded from this study because of the distinct nature of their
objectives. Workplaces not motivated by profit are expected to behave in a fundamentally
different way with regard to training. Accordingly, theinvestigation of non-profit workplaces
will be left to future research.

As aresult of these exclusions, the relevant sample for analysis is reduced from 6,322 to
5,501 observations, representing a population of 654,551 workplaces across Canada.® The
reference period is the twelve-month period ending March 1999.4 The sample is stratified
by industry, region, and size (location size is defined using estimated employment). The
terms “workplace” and “location” are used inter-changeably throughout this paper.

Various aspects of our research design are described below.
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3.2 Dependent variables and estimation method

This paper uses a logit regression to examine the likelihood of training incidence and an
employment weighted ordinary least squares (OLS) regression to investigate training
intensity. This specification was chosen over several alternative approaches. A Tobit
regression would be appropriate if the data on training are censored; however, the data are
not censored—zerosin the dataare present when workplaces decide not to train. A Heckman
two-stage model was also considered. This specification would control for the possibility
of selection bias—as workplaces that decide to train do not necessarily behave in the same
way as locations that decide not to train.®> To account for selection bias, the incidence of
training equation should include one or more instruments—variables that determine the
incidence of training, but not the intensity of training. It isnot clear that such an instrument
existsin the WES data. Thus, the selection issue is handled by separating the analysisinto
distinct steps—first, using alogit regression to evaluate the incidence of training, based on
the sample of all workplaces, and second, using an employment weighted OL S to evaluate
training intensity, based on the subset of workplaces that train.

Generaly, training is an investment in human capital that is undertaken in the present with
the expectation of future benefits. Both the employer and the employee must consider the
costs and benefits of training; for training to occur the expected total net benefit must be
greater than total cost for both the employer and the employee. The potential return to
training is shared between the employer and the employee receiving the training, when
training is specific (Becker, 1964).6

In this study, only the employer’s characteristics are explicitly considered as the main
determinants of training. It is assumed that firms enrol workers with positive expected net
benefit in training activities in order to satisfy the firm’s planned training objectives for a
given period; thus, given the firm’s pool of employees, it isassumed that the firm isaways
able to enlist trainees when a training objective exists.

A binary (yes/no) training variable is used as the dependent variable to investigate the
incidence of training. Workplaces are deemed to have engaged in classroom training if the
location reported training in any of the following areas. orientation for new employees,
occupational health and safety, environmental protection, literacy or numeracy, managerial/
supervisory, sales and marketing, group decision-making or problem solving, team-building,
leadership, communication, professional, apprenticeship training, computer-hardware,
computer-software, other office and non-office equipment training, and other training.

A training intensity measure (trained employees divided by total employment) is used as
the dependent variablefor the analysis of training at the intensive margin. Trained employees
are equal to the number of employees receiving training during the reference period of the
survey. Total employment is equal to the sum of full-time and part-time employees, as
reported by the workplace, at the time the data were collected (see Appendix 5 for more
details).
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3.3 Industry classification systems

The role that new technologies play in promoting economic growth has resulted in an
increasing amount of attention being paid to sectors of the economy where these new
technologies have either been initiated or adopted. The rapid growth of technol ogy-based
firms and industries has lead to the emergence of a number of classification systems. This
paper examines how training practices vary by sector by using two high-technology
classification systems:. information and communi cations technol ogy industries and science-
based industries.

The OECD (2000) has developed a classification system that identifies a small collection
of goods and services industries as ICT-based. ICT manufacturing industries “must be
intended to fulfil the function of information processing and communication including
transmission and display, and “(m)ust use electronic processing to detect, measure and/or
record physical phenomenaor to control aphysical process’ (OECD, 2000, p.7) ICT service
industries “must be intended to enable the function of information processing and
communication by electronic means’” (OECD, 2000, p.7). As such, the OECD’s ICT
classification system includes several industries that are widely described as part of high-
technology sector, such as computer systems design and related services, and
telecommunications services (see Appendix 1 for a more detailed discussion).

The science-based classification scheme (Baldwin and Johnson, 1999) identifiesindustries
that place relatively more stress on the role of scientific knowledge—based on their use of
both R&D and skilled workers.” Science-based industries are those in which (1) a
comparatively large proportion of the workforce is accounted for by scientific personnel,
and that (2) also exhibit arelatively high R& D intensity. Theresulting science classification
is broader in scope than the ICT classification; while most ICT industries are included in
the science sector, the science sector also includes many heavy manufacturing industries,
such as petrochemical and pharmaceutical manufacturing, along with severa professional
services, such asarchitecture and engineering. We take the union of these two classification
systems to evaluate how patterns of training incidence and intensity vary by sector—by
comparing science- and technology-based industries (our high-technology group) to the
large cross section of other industries that are not included in this science and technology
classification.

Inthe WES, the ICT and Science classifications have a substantial amount of overlap, 2.1%
of all workplaces are classified to both the ICT and science-based sectors. Locations that
are exclusive to the ICT and science sectors make-up 1.0% and 2.7% of the population of
workplaces, respectively. The combined population of the ICT and science-based sectors
amountsto 37,772 plants, or 5.8% of the workplace population covered by the WES (Table
1). In what follows, we refer to this ICT/science-based sector as the ICT-S sector, while
industries outside of this science and technology group are referred to as the non-1CT-S
sector.
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Table 1. Distribution of workplaces by industry classification
Sample Population

Size Percentage Counts Percentage
ICT 45 0.8 6,454 1.0
Science-based 297 54 17,464 2.7
Both 178 3.2 13,854 21
Total in ICT and science-based sectors 520 9.5 37,772 5.8
Non-ICT and non science-based 4,981 90.5 616,779 94.2
Population total 5,501 100.0 654,551 100.0

3.4 Workplace-based technology indices

The main purpose of this paper is to compare industry- and location-based measures of
technological competency in the context of training. This section defines and describes a
location-based index that is used for these comparisons. This workplace-specific index is
comprised of aseriesof sub-indices. Theseincludeinnovation, technology implementation,
implementation effect, and business strategy indices (see Table 2 for a description of the
variables that comprise these indices).

These sub-indices are devel oped to measure the degree to which workplaces plan, implement
and succeed in initiating technological change. The aggregate index—our Technology
Competency Index (TCl)—measures the extent to which a location is technologically
competent and knowledge-based at various stages of the production process, ranging from
planning to the final product.

The aggregate TCI uses survey data to measure the scope of a workplace's technol ogical
competence. The index increases incrementally, by one, for every competency for which
the workplace affirms its participation. Table 2 lists the set of possible technological
competencies. The maximum rank on the innovation index is four, while maximum ranks
on the implementation index, implementation effect index and business strategy index are
three, ten and six, respectively. Accordingly, the maximum rank for the TCI istwenty-three.

All component competenciesin TCI are given the same weight. Due to the heterogeneous
nature of workplaces, it is unlikely that one specific weighting scheme would apply to al
locations. In the absence of any clear information within the datathat indicatestheimportance
of particular components, this study assumesthat all competencies contribute equally to the
workplaces aggregate technological competency. We describe each of the four sub-indices
below.

The Innovation Index captures innovation activities that are taking place within the
workplace. This index focuses on whether workplaces are developing new products, new
processes, improved products and improved processes. New products are goods and services
that are considered to differ significantly in character or intended use from previously
produced goods or services. The introduction of new methods of goods production or new
methods of service delivery into the workplace are considered new processes. Animproved
product, which can be either a good or service, is introduced when its performance is
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Table 2. Components of the technology competency index
Percentage
Variable name of locations
Innovation index 48.3
New product 33.8
New process 239
Improved product 385
Improved process 285
Implementation index 28.7
New software or hardware implementation 232
Computer controlled or assisted technology implementation 45
Other technology implementation 4.6
Implementation effect index 6.3
Effect of implementation on:
Quality of product or service 0.1
Technological capabilities 0.1
Working conditions 0.8
Lead times 0.5
Range of products or services 0.1
Unit labour requirements 1.0
Unit energy requirements 14
Unit capital requirements 4.4
Unit material requirements 13
Unit design requirements 1.2
Business strategy index 45.9
Importance in your workplace's general business strategy of:
Research & development 10.1
Develop new products or services 17.0
Develop new production/operating techniques 133
Research and development business strategy index 239
Reducing labour costs 20.5
Reducing other operating costs 26.1
Cost business strategy index 33.0
Re-organising the work process 12.3

significantly enhanced or upgraded. Similarly, improved processes are processes that have
been significantly enhanced or upgraded (Statistics Canada, 1999; p. 31). The percentage
of locations engaging in some type of innovation ranges from 23.9% to 38.5% (Table 2). If
anew or improved product or processwasintroduced into the workplace during thereference
period, then the innovation index is incrementally increased by one for each innovation
category reported.

The Implementation | ndex measuresthe extent to which the plant isadopting new technology.
There arethree main implementationsthat are measured: new software or hardware; computer
controlled or assisted technol ogy and other technol ogy implementations. Theimplementation
index increases incrementally as each of the possible categories are put into service. New
software or hardware implementations are the most prevalent form of technol ogy adoption,
with 23.2% of workplaces putting these technologies into service; computer controlled or
assisted technology and other technology follow at 4.5% and 4.6%, respectively (Table 2).

The Implementation Effect Index measures the effectiveness of the“main” implementation
of technology. The main implementation refers to the specific implementation category—
either new software or hardware, computer controlled or assisted technology, or other
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technology implementations—with the largest approximate cost. This sub-index captures
the degree to which output and input efficiency is improved by the adoption of new
technology. Output improvements are increases in the quality of the product or service.
Input improvements are realized in terms of lower unit cost requirements and increased
productivity. Both of these improvements can ultimately influence profits. A location that
adopts new technology that has little impact on its operations will rank lower on this sub-
index than a plant whose implementations have affected operations. Thus, the aggregate
TCI not only measures whether or not the workplace is adopting new technol ogy, but how
successful technology implementations are at improving its operations.

Thelmplementation Effect Index measuresthe effect of technology adoption onthelocation’s
input requirements, processes, and final output. Specifically, it measures the effect of the
main implementation in the following areas: quality of the product or service, technological
capabilities, working conditions, lead times, range of products or services and unit labour,
energy, capital, material and design requirements. If the main implementation has had a
positive impact in any one of these areas, then theindex isincreased by one. Relatively few
workplaces report the effects of technology implementation in these areas. Unit capital
requirements are the most affected, with 4.4% of locations reporting a positive impact
(Table 2).

The Business Strategy Index measures the importance of strategic factorsin aworkplace's
general business strategy. Thisindex isimportant because it measures the extent to which a
location orients its objectives and planning toward innovation and technology adoption.
Thus, management’s general attitude toward innovation, improved input efficiency, and
organizational changeis revealed.

Theindex increasesincrementally aslocationsrank the following factors as very important
or crucial to their business strategy: R&D, the development of new products or services,
reducing labour costs, reducing other operating costs, and re-organizing the work process.
To investigate the rel ationship between these factors, we combine information on R& D and
the devel opment of new products or servicesto create a R& D Business Strategy sub-index,
while two cost variables—reducing labour costs and reducing other operating costs—are
combined to create a Cost Business Strategy sub-index; finally, re-organizing the work
process is treated separately. The R&D and Cost Business Strategy sub-indices are quite
different, with 23.9% and 33.0% of plants adopting these strategies, respectively (Table 2).
These sub-indices have apositive Pearson correl ation coefficient of only 0.267. Thisimplies
that workplaces that believe R&D is important or crucial are not necessarily those that
focus on cost strategies.

The component indices—the Innovation, Technology Implementation, I|mplementation
Effect, and the Business Strategy Indices—combineto create the TCI. The aggregate index
measuresthelevel of workplace innovation, its adoption of technology, the effectiveness of
these technol ogical implementations, along with thelocation’sR& D, cost and organi sational
strategies. About half of the plants (48.3%) engaged in some type of innovation, 45.9% had
some business strategy geared towardsinnovation, 28.7% of plantsimplemented technology
and only 6.3% had experienced the effects of the main technology implementation (Table 2).
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Figure 1. Technology competency index
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The TCI ranges from 0 to 23, where 23 implies that the workplace has engaged in all
possible innovation and technology implementation categories, has experienced the effects
of thetechnology adoptionin all of the above noted areas and values all the aforementioned
business strategies. For the population of workplaces, 28.1% have no ranking on the TCI
(Figure 1). The remaining locations are ranked between 1 and 17. Only 2.0% rank between
10 and 17. Thus, the mgjority of workplaces place in approximately the bottom two-thirds
of the achieved ranking. The TCI variable is used as a series of discrete variables; four
binary variables—null (zero rank), low (1 to 3), middle (4 to 7), and high (8 to 17) are used
in the following analysis.®

The distribution of workplaces, grouped by their sectoral and technology characteristics, is
presented in Table 5. Of the population of workplaces, 5.8% arelocated in the ICT-S sector
and 6.6% rank high on the TCI index. If al ICT-Slocations are high-tech, then it could be
said that theindustry classification system capturesthe degree of technological specialization
and variance that exists at the location level. However, only 11.3% of ICT-S plants rank
high on the TCI. Thisis aimost double the proportion of non-1CT-S plants that rank high
(6.3%). Thus, ICT-S locations are more likely to be technologically competent than those
located outside of science and technology industries, but not all ICT-S locations are
technologically competent.

3.5 Control variables

Multivariate analysis will be used to study the extensive and intensive margins of training.
In addition to the | CT-S sector and technology competency variables discussed above, other
influential factorsthat are posited to affect the incidence of training are plant size, payroll-
per-person, significance of competition and unionization. Similarly, for theintensive portion
of the analysis, training intensity is regressed on plant size, ICT-S sector, technological
competency, outside sources of funding, average cost, payroll-per-person, significance of
competition, and unionization (see Appendix 3 for summary statistics on these variables).
All of these characteristics are expected to significantly affect thelikelihood of aworkplace
engaging in training activity.
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Table 3. Distribution of workplaces by employment size

Sample size:

Workplaces that have: No training Training Total

Workplace size: Frequency Percentage Frequency Percentage Frequency Percentage
Small 2,210 93.56 1,888 60.15 4,098 74.50
Medium 140 5.93 958 30.52 1,098 19.96
Large 12 0.51 293 9.33 305 5.54
Total 2,362 42.94 3,139 57.06 5,501 100.0
Population counts: No training Training Total

Workplace size: Frequency Percentage Frequency Percentage Frequency Percentage
Small 461,245 99.64 183,081 95.53 644,326 98.44
Medium 1,611 0.35 7,586 3.96 9,197 141
Large 47 0.01 981 0.51 1,028 0.16
Total 462,903 70.72 191,649 29.28 654,551 100.0

Generally, workplaces are heterogeneous. Largefirmstend to engage more often intraining,
and train a larger percentage of their workforce, than small firms (Baldwin and Johnson,
1995). Thisstylized fact isconsistent with several theories. Larger firmshave greater access
to cheaper capital (Hashimoto, 1979); these firms also have a reduced risk of loss on the
training investment due to a pooling of risks and a diversification of training (Gunderson,
1974); and large firms can take advantage of economies of scale (Doeringer and Piore,
1971).° Thus, the size of afirm has been found to be positively correlated with the decision
totrain.

In this study, workplace size is determined by each location’s total employment count. We
classify small locations asthose with between 0 and 100 total employees, medium locations
as those with between 101-500 employees, and large locations as those with 501 or more
employees.’® Small locations make up 98.4% of the workplace population, followed by
medium (1.4%) and large locations (0.2%), respectively (Table 3).

There exist various sources of funding for training outside of direct workplace expenditures.
Outside sources of funding act as a subsidy and reduce losses in the face of risk. This
subsidy increases the expected net benefit to the workplace on its investment in training.
Outside sources of funding include federal and provincial government programs, training
trust funds, union or employee associations, industry organizations, employees, equipment
vendors, other private sector organizations and other outside sources. These sources of
funding are only observed if the workplace makesthe decision to provide classroom training
to itsworkforce. Thus, outside sources are used as a control in the multivariate analysis of
training intensity, since the availability of outside sources of funding may be critical in
inducing the optimal amount of training. Thisoutside sourcesvariableisequal to oneif any
of these sources are present and zero if otherwise.

Training subsidies are posited to reduce the possible losses and uncertainty inherent in the
risky venture of training and induce workplaces toward the socially optima amount of
training. Private sector workplaces acting to maximize profits can be expected to train only
when:
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where the expected net benefit (E, ;) equals the expected benefit of training (E,) less the
expected benefit of not training (E, ;) and the cost of training (C.). This behaviour may not
result in the optimal quantity of training for society at large. The availability of funding
external to the workplace may be a determining factor in the decision to train, in that the
subsidy reduces the cost of training (C,) to the workplace. Locations may be reluctant to
provide training for their employeesif they believe employees will deprive the workplace
of itsreturn on investment. Thus, the presence of subsidiesreducestherisksto theworkplace
and should increase the incidence and intensity of training.'

The average cost of training controlsfor the location’straining cost structure. The training
cost structure of aworkplaceisnot homogeneous and varies by workplace size, technol ogical
competency and industry. Thetraining cost function is assumed to be decreasing with respect
to employeestrained. Thus, all else being equal, workplacesthat train alarger proportion of
their workforce will face lower average costs.

Theaverage cost of training isdefined astheratio of total expenditureson classroom training
to the number of classroom-trained employees. This variable is used as a control when
investigating training intensity. It depends on the location’s level of fixed and margina
training costs:

i N,
N on T ()‘)iﬁi 2)

Classroom training expenditures

Classroom-trained employees

Fixed Cost

Margina Cost

delineation (location size, technological competency category or industry
sector).

Fixed costs may include, but are not limited to, overhead costs such as classroom space,
equipment (e.g., computers) and instructors. Themarginal costsof classroom training include
the wages or salaries of employees receiving training.

The inclusion of an average cost of training variable in the intensity regression does not
present an endogeneity problem if the decision on how much to spend on training is made
ex-ante.'? Generally, firmsbuild training expendituresinto their operationsor capital budgets
based on past budgets, while adjusting for inflation and growth. Allocating expenditures to
training based on past budgetsreflects historical legitimacy, current organi zational emphasis
and presumed performance (Cyert and March, 1963). Essentially, if training is an element
of afirm’s objective set, then outlays must be budgeted for ex-ante.
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Training expenditures may be included in capital budgets when firms make the decision to
purchase capital equipment. This planning process necessarily takes place prior to the period
in which the training is conducted. Further, firms may evaluate training expenditures in
terms of a percentage of their operating budget. For example, of the for-profit workplaces
that trained in this sample, the average spent by large, medium-sized and small workplaces
is 0.24%, 0.15%, and 0.24% of gross revenue, respectively. Firms typically set an upper-
bound or cap on training expenditures in any given fiscal period. As a result, decisions
surrounding the quantity of persons trained may not be adequately captured by the classic
production function, where output is the number of employees trained—since decision-
making at the margin concerning optimal training may focus mainly on dollars and quality
of training, as opposed to quantity trained.

Workplace gross payroll-per-employee is used to control for a workforce's average return.
Payroll-per-employee is the average return per location to the workforce for labour and
human capital services.®® This estimate is essentially a proxy measure for each location’s
workforce skill (Dunne and Schmitz, 1995). Dunne and Schmitz (1995) argue that plants
that use advanced production methods pay higher wages than plants using less advanced
methods. Thewage premium reflectsthe additional value placed on the skill of theworkforce.

Gross payroll-per-employee is an aggregate measure of skill at the workplace level. It
essentially aggregates across individual characteristics, such as level of education and
occupation. The gross payroll-per-employeevariableis cal culated by dividing gross payroll
by total employment for each workplace.** This variable is used both as a discrete and
continuous measure of skill, in the extensive and intensive portions of the analysis,
respectively.

Significant competition is seen as a factor that influences the incidence and intensity of
training. As the presence of competition intensifies, locations may be expected to engage
in, or increase their investment in, training in order to improve productivity and enhance
their competitive position. A significance of competition variable measures the extent to
which workplaces face significant competition from domestic- or foreign-owned firms.
Significant competition refers to a situation where the workplace faces a market in which
its products and services are similar to those offered by other workplaces, and where
customers are able to choose between the various offerings. If the workplace ranked the
competition it faces asimportant, very important, or crucial, then the level of competitionis
considered significant.”®

Workplaces that face significant competition only from locally and Canadian-owned
workplaces have been categorized using an “only domestic competition” variable. Similarly,
locationsthat face competition only from forei gn-owned workpl aces have been categorized
using a “only foreign competition” variable. Workplaces that face significant competition
from both foreign and domestic workplaces have been classed as* foreign-domestic”. These
variables equal one if significant competition is present and zero if otherwise.
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The presence of employeesin aworkplace covered by a collective bargaining agreement is
controlled for via a union status variable. If any employees at the plant are covered by a
collective bargaining agreement, thisvariable equalsone, and zeroif otherwise. Thisvariable
will control for formal agreements (written or oral) between management and the workforce
or ad hoc agreements that promote training.
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Endnotes

2. Dueto the small sample size within a workplace on the employee portion of the survey, the
employee portion is not used to calculated estimates of mean employee characteristics within
aworkplace; alternatively, workplace variables are used as proxiesfor employee characteristics.
For example, gross payroll-per-employee is used to proxy the average skill level of workers.

3. A fina weight for each plant is calculated in such a manner that the weight represents the
respondent’s contribution to the total population. Estimates generated from these weights will
be consistent with estimates for the population. The weight is calcul ated as a product of three
factors: a design weight, which incorporates design information (the cluster and stabilization
weight are used to cal culate the design weight); anon-response adjustment, which compensates
for non-responding locations and afactor that calibrates the sampl e to known population counts.
The final weight also acts as an adjustment for coverage error.

4. Some of the questions in the employer survey referred to the previous year or pay period.

5. Inamodel of selection, the problem of truncation arises when the intensity of training (the
proportion of employees trained) describes the desired quantity of training, but the actual
amount of training is only observed if the workplace is training. It can be inferred from this
that the benefit of training exceeds the benefit of not training and the cost of training. Thus, the
intensity variable isincidentally truncated (Greene, 1990).

6. Generd training istransferable and can be used among various firms—and not just by thefirm
providing the training; accordingly, workplaces have little incentive to fund general training.
Asaresult individuals will typically self-sponsor general training. Specific training provides
skills that only have value to the firm providing the training; thus, when employers sponsor
training , it can be considered specific training. The gains from specific training are shared
through a bargaining process (Becker, 1964).

7. Baldwin and Johnson’s classification system was closely based on earlier taxonomy of
knowledge industries developed by Lee and Has (1996). The three measures of R&D are:
R& D-to-sales ratio, the proportion of R& D personal to total employment and the proportion
of professional R&D personnel to total employment; and the three human capital measures
are: the ratio of workers with post-secondary education to total employment, the ratio of
knowledge workers to total employment and the ratio of the number of employed scientists
and engineers to total employment (Baldwin and Johnson, 1999). Knowledge workers are
occupationsin the natural sciences, engineering and mathematics, in education, managers and
administrators, social sciences, law and jurisprudence, medicine and health, and writing.
Scientistsand engineersare occupationsin the natural sciences, engineering and mathematics.

The Canadian Economy in Transition Series -23- Statistics Canada — Catalogue No. 11-622-MIE No. 006



8. Thesediscrete variableswere defined to follow the four main groupings that emergein Figure
1 (null, low, middle, high). The multivariate analysis was replicated with different category
delineations to test the sensitivity of the results to the categorization of the TCI. Two main
variations were tested. Case 1 used the following ranges: null (zero rank), low (1 to 3), middle
(410 6), and high (7>). Ranges for Case 2 were: null (zero rank), low (1 to 2), middle (3 to 6),
and high (7>). For these different cases, the results did not qualitatively change. Coefficient
estimates are robust to changes in category delineation, as their magnitude, direction and
statistical significance remained similar.

9. Economies of scale occur when output per unit costs fall as output increases.

10. These arethe plant size category ranges that are traditionally used in the Canadian System of
National Accounts.

11. The outside source of funding variable is not included in the estimation of training incidence
due to endogeneity with the binary training variable. An outside source of funding is only
observed in the data when training is observed.

12. Further, the Hausman specification test, with the null of exogeneity, could not be rejected at
the 5% level.

13. This holds under the assumption of competitive labour markets.

14. SeeAppendix 5 for adescription of total employment and adiscussion of payroll-per-employee.

15. The remaining choices available to the workplace on this spectrum of competition were: not
applicable (no competition), not important, slightly important, and don’t know. See Appendix
3 for descriptive statistics and Appendix 4, Section G for detailed survey questions.
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Chapter 4. Extensive margin: An analysis of training
incidence

wo main issues are addressed in the following sections. In this chapter, we investigate

which factors are associated with theincidence of training among the general workplace
population. In Chapter 5, we examine which factors are related to the intensity of training,
among those workplacesthat actively engagein training. Two types of anaysisare presented
in these sections, descriptive tabulations and multivariate regressions.

4.1 Types of training

There aretwo main styles of training that the WES coll ects information on—classroom and
on-the-job training. In general, training is an activity intended to develop an employee’s
knowledge and/or skills via a structured format. Training is not location dependent, it can
take place inside or outside the physical location of the workplace. Classroom training is
defined as an activity with specific content, which is presented with a pre-defined objective
and a pre-determined format and on which progress may be monitored and/or evaluated.
On-the-job training isinformal training, which does not necessarily have a pre-determined
format, pre-defined objective and/or specific content (Statistics Canada, 1999).

WES collects information on various types of training. These can be grouped into three
general classes: workplace training, general professional training and technology training.
Workplacetraining coversthefollowing areas: orientation for new employees, occupational
health and safety, environmental protection, literacy or numeracy and other training. General
professional training istraining that enhances skills and/or knowledge that is career related.
Examples include the following: managerial /supervisory, sales and marketing, group
decision-making or problem solving, team-building, |eadership, communication, professional
and apprenti ceship training. Technology training iscomputer-hardware, computer-software
and other office and non-office equipment training. These various types of training can be
conducted both in the classroom or on-the-job.*®

The percentage of firms engaging in on-the-job training istypically higher than classroom
training (Table 4). Thisis due to the informal and accessible nature of on-the-job training.
Informal on-the-job training does not have the fixed cost component that is associated with
formal training.t” However, due to the formal nature of classroom training, it is more
quantifiable, specifically in terms of measuring expenditures, than on-the-job training. Thus,
the remainder of this analysis will focus on classroom training.®
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Table 4. Incidence of training by type

Percentage of workplaces training

Types of training in classroom on-the-job
General workplace:

Orientation for new employees 9.3 284
Occupationa health and safety, environmental protection 9.9 105
Literacy or numeracy 12 14
Other training 4.8 39
General professional:

Managerial/supervisory training 8.9 11.0
Professiona training 12.0 9.0
Apprenticeship training 5.7 9.2
Sales and marketing training 8.2 11.9
Group decision-making or problem-solving 5.0 7.2
Team-building, leadership, communication 7.4 10.1
Technology:

Computer/hardware 7.7 9.9
Computer/software 13.7 19.2
Other office and non-office equipment 2.8 6.6

4.2 Descriptive tabulations

The frequency of classroom training by location size, industry and our location-specific
measure of technological competency isreportedin Table 5. For ailmost al typesof training,
large workplaces train more than medium-size workplaces and medium-size workplaces
train more than small workplaces (Table 5). Locations that are in the ICT-S sector train
more than those in non-ICT-S industries. Training is also correlated with technological
intensity. Locations that rank high on the TCI (between 8 to 17) train more than those with
amiddlie (4to7), low (1 to 3) or null ranks (0). Similarly, middle-ranked workplaces train
more than their low-ranked counterparts, and low-ranked workplaces train more than those
with anull rank. Locations that rank high on the TCI index also have a higher incidence of
training than the ICT-S sector average.

These general relationships are not as apparent when our sector and technological
competency variables are cross-tabulated by location size. For instance, large workplaces
in the non-1CT-S sector have significantly more occupational health and safety and
environmental protection training than thosein |CT-Sworkplaces (Table 6). Further, within
the ICT-S sector, medium-size locations appear to train more in certain areas than large
workplaces—however, these data points are not significantly different. ICT-Slocations are
typically more likely to engage in technology training than non-1CT-S workplaces.

Table 7 presentstheincidence of training, cross-tabulated by |ocation size and technol ogical
competency. Small- and medium-size plants with high TCI scores generally tend to have
significantly higher training frequencies than middle, low, and null-ranked workplaces.
Specifically, theincidence of technology training (computer-hardware, computer-software,
and other office and non-office equipment) istypically higher in locationswith ahigh TCI.
Guidelines for estimate suppression, due to high sampling variability, come from the WES
users-guide (Statistics Canada, 2003).
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Table 5. Incidence of classroom training by category (per centage)
Workplace size Sector Technology competency index
Null Low Middle High
Small Medium Large Non- ICT-S (0) (Qto3) (4to7) (8to1l7)
Types of training ICT-S
General workplace:
Orientation for new employees 8.6 53.8 69.3 9.1 12.2 - 5.2 19.2 22,6
(0.8) (32 (4.9) (0.8) (25) - (09 (24) (3.6)
Occupationa health and safety, environmental protection 9.2 52.0 78.3 9.8 11.6 29 7.6 16.8 274
(0.8) (33 (38) (0.8) (21) (0.7) (12 @) (5.1)
Literacy or numeracy - 6.5 11.3 - - - - - -
- 1.3 (1.9 - - - - - -
Other training 4.6 17.0 14.0 45 9.2 - 36 75 -
(0.6) 27 (34) (0.6) (©) - (09 (1.6) -
General professional:
Managerial/supervisory training 8.1 56.1 70.5 8.8 105 1.1 5.7 18.2 26.4
(0.8) (32 (53 (0.9) (1.9 (0.4) (11) (25) &)
Professiona training 115 394 63.4 11.4 21.6 52 75 229 27.0
(1) (32 (53 1) (4.3 (14) (12 (28) (4.3)
Apprenticeship training 5.3 29.5 44.6 57 59 17 3.6 11.1 15.7
(0.6) 27 (5.1) (0.6) (12 (0.5) (0.7) (1.8) (34)
Sales and marketing training 7.9 29.3 38.6 8.1 10.2 1.3 5.6 17.7 17.3
(0.8) (29) (5 (0.9 (28) (0.4) @) (25) (35)
Group decision-making or problem-solving 4.7 285 45.0 5.0 5.6 - 27 12.2 115
(0.7) (2.8) (5 (0.7) (14) - (09 (22 (24)
Team-building, leadership, communication 6.8 46.7 67.0 7.3 9.3 - 4.8 15.5 18.1
(0.8) (33 (5.1) (0.8) (18 - @y (22 (32
Technology:
Computer/hardware 7.3 36.1 52.2 7.1 18.6 17 53 14.6 22.6
(0.7) (3.1) (5.2 (0.7) (3.9 (0.5) (€ (@) (38)
Computer/software 129 61.1 77.2 12.7 30.6 33 10.7 249 33.6
(0.9 (32 (5.1) (0.9 (4.8) (0.7) (14) (25) (4.5)
Other office and non-office equipment 24 22.9 29.8 26 6.0 - 1.3 6.0 9.7
(0.3 (29) (4.2) (0.3 (1.6) - (03 (€ (24)
Population of workplacesin each category (percentage) 98.4 14 0.2 94.2 5.8 28.1 40.2 25.2 6.6

Note: Standard errors are presented in parenthesis. Estimates with “—" are suppressed because of high sampling variability, their coefficient of variation
isover 33.3%. The coefficient of variation is calculated by dividing the standard error of the estimate by the estimate. Estimates with a coefficient of
variation between 25.1-33.3% should be used with caution, this range is greater than the good (1 to 16.5%) and acceptable (16.6 to 25%) ranges.

Theresultsfor large workplaces are also quite consistent. Large workplaces with high TCI
scores do more technology training than middle, low, and null-ranked locations. For the
remaining training types, large workplaceswith amiddle TCI rank do not have significantly
different training incidences than those with high-ranking TCl workplaces, except for the
following: orientation for new employees, occupational health & safety, environmental
protection, and managerial/supervisory training. These are often significantly higher for
large, high-ranking TCI workplacesthan for those in lower TCI ranges. For apprenticeship,
group decision-making or problem solving, and team-building training, large null-ranked
locations have a greater training incidence than large workplaces with high TCI scores
(Table 7).

From these cross tabulations, there is some initial evidence that training incidence, across
all types of training, increases as workplace size increases. Further, workplacesin the ICT-
S sector and those that rank high on the TCI also look to have generally higher training
frequencies (the above mentioned exceptions noted). This said, conclusions regarding the
impact of location size, industry, and technological competency on training incidencerequire
multivariate analysis. We turn to this below.
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Table 6. Incidence of classroom training by workplace size and sector (percentage)

Workplace size Small Medium Large
Non- ICT-S Non- ICT-S Non- ICT-S
Sector ICT-S ICT-S ICT-S

Types of training:
General workplace:

Orientation for new employees 8.5 10.1 51.1 73.0 69.6 67.7
(0.9 (2.5) (3.5 (6.3 (5.6) (6.2
Occupational health and safety, environmental 9.1 10.1 52.0 51.5 80.7 65.3
protection (0.9) (2.1) (3.5) (9.2 (4.2) (7.5)
Literacy or numeracy - - 5.2 - 9.4 21.4
- - 1.2 - 2 (5.5
Other training 4.4 - 14.7 335 125 21.8
(0.7) - (2.6) (10.5) 39 (5.4)

General professional:
Managerial/supervisory training 8.1 8.2 535 74.8 69.2 77.0
(0.9 1.8 (3.4) (6.1) (6.1) (6.1)
Professional training 11.0 20.5 38.1 49.1 61.7 72.7
@ (4.9 (3.5 9) (6.2 (6.6)
Apprenticeship training 5.4 4.9 28.8 34.4 45.0 425
(0.6) 1.2 (©) (7.5) (5.8 (7.2)
Sales and Marketing training 7.8 9.0 26.8 47.0 374 45.0
(0.9 (2.8) (2.9 (9.3 (5.8 (7.2)
Group decision-making or problem-solving 4.7 4.3 27.0 39.6 41.8 62.2
(0.7) 1.4) (©) (8) (5.7) (7.1
Team-building, leadership, communication 6.7 7.1 43.2 71.7 65.3 76.2
(0.8 @7 (3.5) (6.7) (5.9 (6.3

Technology:

Computer/hardware 6.7 17.1 33.0 58.6 50.0 63.9
(0.7) (4) 32 (8.2 (6) (6.9
Computer/software 12.0 28.8 58.2 81.8 76.3 82.1
(0.9 (4.9 (3.5) (5.3 (5.9 (5.8
Other office and non-office equipment 2.3 5.2 22.2 28.7 26.8 45.9
(0.3 @7 3.2 (7.5) (4.6) (7.3

Note: Standard errors are presented in parenthesis. Estimates with “—" are suppressed because of high sampling variability,
their coefficient of variation is over 33.3%. The coefficient of variation is calculated by dividing the standard error of the
estimate by the estimate. Estimates with a coefficient of variation between 25.1-33.3% should be used with caution, this
range is greater than the good (1 to 16.5%) and acceptable (16.6 to 25%) ranges.

4.3 Multivariate analysis of training incidence

This sub-section investigates workplace characteristics that influence the probability of
classroom training. A binary (yes/no) training variable is used as the dependent variable to
investigate the incidence of training across sectors and our workplace-specific measure of
technological competency. The determinants of training are posited to be workplace size
(small, medium, large), industry sector (ICT-S, non- ICT-S), technol ogical competency (null,
low, middle, high), the use of government training subsidies, payroll-per-employee,
significance of competition, and unionization. All of these characteristics are expected to
have a positive influence on the probability of training.

Three models are presented in this section. Each model includes the full set of control
variables (workplace size, government subsidies, payroll-per-employee, significance of
competition, and unionization). The models vary in the inclusion of the key variables of
interest, sector and technological competency. Thefirst model focuses on the impact of the
| CT-S sector, the second on the impact of the TCI, and the third on the interaction between
the sector and technological competency variables.
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Table 8. Logisticregression parameter estimates
Model 1 Model 2 Model 3
ICT-science TCI ICT-Sand TCI
interactions

Coefficients Standard  Coefficients Standard  Coefficients Standard
Variable name error error error
Medium workplace size 1.966 0.213* 1.832 0.222* 1.849 0.227*
Large workplace size 3.361 0.566* 3.259 0.610* 3.260 0.609*
ICT-science 0.168 0.260
Low 0.658 0.213*
Middle 1.614 0.229*
High 1.996 0.300*
Non-ICT-S_low 0.639 0.219*
Non-ICT-S_middle 1.601 0.238*
Non-ICT-S_high 1.920 0.316*
ICT-S _null -0.544 0.512
ICT-S_low 0.648 0.515
ICT-S_middle 1.546 0.382*
ICT-S_high 2.603 0.590*
Payroll per employee ranges:
$10,001 to $30,000 1173 0.297* 1.141 0.298* 1.138 0.299*
$30,001 to $50,000 1721 0.315* 1.686 0.315* 1.683 0.316*
$50,001 > 1.629 0.337* 1.528 0.345* 1.524 0.349*
Only domestic competition 0.463 0.173* 0.257 0.184 0.262 0.184
Only foreign competition 0.905 0.341* 0.501 0.404 0.496 0.402
Foreign and domestic 1.081 0.220* 0.639 0.233* 0.638 0.233*
Unionized employees 0.437 0.228 0.260 0.246 0.263 0.247
Constant -2.696 0.305* -3.325 0.343* -3.306 0.345*
Number of observations 5,501 5,501 5,501

Note: *Statistically significant at the 5% level.

The probability of training ismodelled using alogit regression. The general model estimated
is:

P
In[ﬁ]_xiﬁ +E ©)

where P isthe probability of classroom training, X, represents the determinants of training,
[ isthe vector of logit coefficients, € isarandom error, and i denotes the workplace.

In equation 4,

(4)

P isthepredicted probability that isgenerated for each plant oncethe esti mateg bisobtained.

A(xb) isthelogistic cumulative distribution function. The marginal effect on P with respect
tox IS

oR

5= Nk b)li-AGx b] b, (5)

i
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Table 9. Distribution of workplaces, by sector and technology competency

Sample size by sector and technology competency:

Null Low Middle High Total
Non-ICT-S 912 1,784 1,620 665 4,981
ICT-S 60 128 228 104 520
Total by tech group 972 1,912 1,848 769 5,501

Percentage of the population by sector and technology competency:

Null Low Middle High Total

0 (1to3) (4t07) (8to 17)
Non-ICT-S 27.19 38.30 22.83 5.91 94.2
ICT-S 0.87 1.93 2.32 0.65 5.8
Total by tech group 28.1 40.2 25.2 6.6 100.0

Proportion of each sector by technology competency:

Null Low Middle High
Non-ICT-S 28.9 40.7 24.2 6.3
ICT-S 151 334 40.2 11.3

Thelogistic regression results are presented in Table 8. Model 1 showsthat when only ICT-
Sisincludedintheregression asthe main variable of interest, it ispositive but not significant.
Thus, the ICT-S industry classification is not a significant determinant of a workplace's
incidence of classroom training. This suggeststhat amultidimensional measureisnecessary
to capture the diversity of technological profiles across workplaces. The second model
focuses on thetechnological competency variable, with the null rank asthe omitted category.
Results for Model 2 show that the TCI is a significant determinant of classroom training.
Further, the probability of training increases as technological competency increases.

Model 3 interacts the ICT-S and TCl measures to test the robustness of Model 2's resullt.
Previously we found that the ICT-S sector contains a larger percentage of locations with
mid to high TCI scores than the non-ICT-S sector (Table 9). Model 3 investigates whether
these TCI results are robust when interacted with the ICT-S variable.

For Model 3, the sample-mean probability of training is 0.49. All statistically significant
variables have (the expected) positive impact on this probability of training. The sector and
technology competency interactions are positive and significant. This indicates that, even
after controlling for the ICT-S sector, the TCI is an influential factor in determining the
incidence of classroom-training.

When technological competency is held constant and the ICT-S and non-1CT-S sectors are
compared, there are no significant differences between the two sectors. However, when the
sector is held constant and technological competency is allowed to vary, locations with
high technological competencies are found to be significantly different than low-ranked
and null-ranked locations (both in the ICT-S and non-1CT-S sectors) but not from middle-
ranked locations (Table 10).%° Further, middle-ranked locations are significantly different
from null-ranked workplaces, but are not significantly different from low-ranked locations.
Locations with TCI scores in the low range are significantly different than null-ranked
workplaces.
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Table 10. Joint tests of estimates from the Model 3 logistic regression

Are these parameter estimates significantly different? chi2 (1) Prob > chi2
Workplace size

medium = large 5.160** 0.023
Sector * tech competency:

Non-ICT-S_low = Non-ICT-S_middle 27.740** 0.000
Non-ICT-S_low = Non-ICT-S _high 21.560** 0.000
Non-ICT-S_middle = Non-ICT-S high 1.190 0.276
Non-ICT-S low = ICT-S _low 0.000 0.985
Non-ICT-S_middle = ICT-S_middle 0.020 0.878
Non-ICT-S_high = ICT-S_high 1.260 0.262
ICT-S_null =ICT-S low 3.210* 0.073
ICT-S null = ICT-S_middle 13.200%* 0.000
ICT-S null =ICT-S high 18.790** 0.000
ICT-S_low = ICT-S_middle 2.430 0.119
ICT-S_low = ICT-S_high 7.140%* 0.008
ICT-S_middle = ICT-S _high 2.700 0.101
Payroll per employee ranges: *

Pay02 = Pay03 10.150** 0.002
Pay02 = Pay04 3.050% 0.081
Pay03 = Pay04 0.450 0.501
L evel of competition:

Only domestic = Only foreign 0.380 0.539
Only domestic = Foreign and domestic 3.510* 0.061
Only foreign = Foreign and domestic 0.120 0.725

Note: **Reject the null hypothesis that these parameter estimates are equal, at the 95%
confidence level (chi2 critical value is 3.84). Estimates significant at the 90% confidence
level areindicated by “*”.

1. The payroll per employee ranges are pay02 is $10,001 to $30,000; pay03 is $30,001 to
$50,000; and pay04 is $50,001 and greater.

For locations in the non-1CT-S sector, those with TCI scores in the middle range are
significantly different than low- and null-ranked workplaces, and low-ranking workplaces
are significantly different than those with anull rank. Thisindicatesthat the likelihood of a
workplace deciding to train cannot be generalized based on membership in the ICT-S or
non-1CT-S sectors, and that the decision to trainismore multidimensional. The TCI captures
the degree of technological diversity across the underlying workplace population, and is a
more influential factor in the decision to train.

All payroll-per-employee categories are significantly different from each other except for
the $30,001 to $50,000 and $50,001 or greater categories (Table 10). This indicates that,
beyond acertain payroll-per-employee threshold, the impact of worker skillsonthedecision
totrain plateau. That is, locationswith higher-skilled workforceswill only differ from those
with lower-skilled workforces in their decision to train up to an average income ceiling.

From the logistic coefficients, the predicted probability of training for each location can be
generated using Equation 4. To calculate the average predicted probability for each of the
explanatory variables, the binary explanatory variable in question is set equal to onefor the
entire sample and the remaining explanatory variablestake on their actual values. Predicted
probabilities are then calculated using the logistic coefficients and these predicted
probabilities are averaged. These predicted probabilities are conditional on the explanatory
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Figure2. Sector and technology competency interactions
(average conditional probabilities of training)
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variable of interest being equal to one, while all other explanatory variables take on their
actual values. Theintuitionisasfollows: what isthe average probability of training holding
all other explanatory variables constant, if the binary explanatory variable of interest “is
true’ ? Thismethod isadopted from work done by Frenette et al. (2005), and Méellor (1998).

This differs from the more commonly used method of analysis, which defines a base set of
characteristic and then measures the probability of an event if one of these characteristics
changes. This common method is more restrictive, because it assumes a baseline case and
al predicted probabilities are then measured from this base case. The common method is
subject to problems that can be caused by the non-linearity present in the marginal effect
(Equation 5). The method that is used in this study is more general and takes full advantage
of the datarather than being restricted to an arbitrarily chosen “ base workplace”—as such,
it more accurately accounts for the heterogeneity across workplaces. The method used in
thisstudy essentially restrictsthe base set to one characteristic and then allowsall observations
to vary with what is observed in the data.

The sector and TCI interactions indicate that ICT-S and non-ICT-S locations are not
significantly different once technological competency is controlled for in the model
(Figure 2). Asaresult, the difference between the | CT-S and non-I CT-S probabilities should
not be regarded as economically meaningful. Locationswith high technological competency
scores are between 3.4 times (non-1CT-S sector) and 4.4 times (I CT-S sector) more likely to
classroom train than null-ranked plants. Middle-ranked and low-ranked locations (non-
|CT-S sector) are approximately 2.9 times and 1.6 times more likely than null-plants to
classroom train, respectively. The decision to train cannot be generalized as a phenomenon
occurring in aspecific sector. The decision to train ismore pervasive and workpl ace specific,
occurring across all industries.
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Table 11. Average conditional probabilities of training

Variable Probability* Ratio?
Workplace size:

Small 0.29

Medium 0.66 2.3
Large 0.87 3.0
Payroll per employee ranges:

< $10,000 0.12

$10,001 to $30,000 0.28 23
$30,001 to $50,000 0.38 31
$50,001 > 0.35 29
Significance of competition:

No competition 0.24

Only domestic competition 0.29 12
Only foreign competition 0.33 14
Foreign and domestic 0.36 15
Collective bargaining:

No union 0.29

Union 0.34 12

1. The standard errors of all average conditional probabilities are less than 0.0001.

2. Thesearenot odd ratios, but are simply ratios of the average probability within each category
relative to a base, for example, for workplace size the base is small.

The employment size of theworkplaceispositively associated with thelikelihood of training.
Small workplaces have a0.29 average predicted probability of training (Table 11). Medium-
sized workplaces are 2.3 times more likely to classroom train and large workplaces are 3.0
times more likely to classroom train than are small workplaces.

Theaverage predicted probability of training isgenerally increasing as payroll-per-employee
increases. In general, thisimpliesthat workforces that have ahigher level of skill typically
tend to engage more in training (Table 11). Locations ranging from $10,001 to $30,000
dollars per worker are 2.3 times more likely to train than locations with a payroll-per-
employee of $10,000 or lower. L ocationsthat have agross payroll-per-employee of $30,001
to $50,000 and $50,001 or greater are 3.1 and 2.9 times more likely to classroom train. For
these two top payroll categories, these two ratios are not significantly different.

Competition a so influencesthe probability of training. Locationsreporting significant levels
of foreign and domestic competition are 1.5 times more likely to train than plants with no
significant competition. Similarly, the presence of employees covered by a collective
bargaining agreement improves the probability of training by approximately 20%.
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Endnotes

16. See Appendix 4 for survey questions on training.

17. A simplemodel of the cost of formal trainingis: C = F, + AN,, where Cisthe cost of classroom
training, F is the fixed cost component which contains an overhead, N is the number of
employeestrained and A isthe marginal cost of training, which would includetrainees salaries,
supplies, etc..., for theith firm. For informal training the fixed cost component F is equal to
zero.

18. SeeMontmarquette and Turcotte (2001) for acomparison of on-the-job and classroom training.

19. Although, inthe non-1CT-S sector, high- and middle-ranked |ocations are significantly different
at the 10% level.
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Chapter 5. Intensive margin: An analysis of training
intensity

he breadth of training is captured in a meaningful way by studying the frequency and

probability of training; however, these incidence measures do not get at the depth of
the training which is occurring. In this chapter, we investigate several intensity measures,
designed to evaluate the degree to which workplaces are training. As with our analysis of
incidence, theinvestigation of training intensity proceedsin two stages, adescriptive profile
followed by regression analysis. Location size, sector, and technological competency are
the categories used to present descriptive estimates of training intensity. The descriptive
analysis does not control for other potential factors—such as outside source of funding,
payroll per employee, significance of competition and unionization status—that may also
serve to influence aworkplace's training intensity. Multivariate analysis is used to test the
significance of location size, sector and technological competency while controlling for
these various factors.

5.1 The intensity of training

Measuring training intensity provides an indication of the depth of training taking place.
Once aworkplace makesthe decision to train, training intensity describes how much training
is occurring. This chapter focuses on aggregate classroom training intensity and does not
make di stinctions between the various types of training. (The number of classroom-trained
employeesis not available from the WES by type of classroom training). The measure that
is used to evaluate the intensity of classroom training is the number of classroom-trained
employees divided by total employment or the percentage of the workforce that receives
training. Thisis ameasure of the quantity of training taking place.

The quantity of training is postulated to be afunction of training costs. An average cost per
employee measure—classroom training expenditure divided by total employment—is
presented as the net effect of the interaction between two factors: (1) classroom training
expendituredivided by classroom-trained employees® and (2) classroom-trained employees
divided by total employment. Asthe average costs of training (classroom training expenditure
divided by classroom-trained employees) increase, the proportion of employees trained
should decline. The relationship between these measures can be expressed as follows:

B Bt BV B
TE. N TE (6)
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Classroom training expenditure

Total Employment

Classroom trained employees

delineation (workplace size, technology competency category or industry
sector)

Z4d0
m
o

The estimates presented in this chapter are all employment-weighted ratios (see Appendix
2 for details and an example).

5.2 Descriptive tabulations

The comparison of the two measures—classroom expenditure divided by total employment
and classroom expenditure divided by classroom-trained employees (average cost)—by
location size shows that large plants have higher costs per employee and per employee
trained than medium- and small-si zed workplaces and medium-sized workplaces have higher
coststhan small locations (Table 12). Generally, medium size workplacesare not significantly
different at the 95% confidence level, than small workplaces for both measures.

When these training measures are broken down by sector, locationsin the ICT-S sector are,
on average, spending more on training per employee and employee trained than those in the
non-ICT-Ssector (Table 12). These sectoral differencesare generally statistically significant.

Cross tabulations of sector and location size show that, within the ICT-S sector, small,
medium-sized, and large workplaces are al not significantly different in terms of the costs
per employeetrained (Table 12). Thisimpliesthat | CT-based workplaces may have similar
cost structures, regardless of differences in workplace size.

Differences in training intensity—classroom-trained employees to total employment—are
not significant between medium-sized and large locations or between small and large
locations. Estimates of classroom-trained employees to total employment range between
56% and 49%—falling across small and medium-sized locations, then rising for large
workplaces (Table 12). These results show no clear pattern and only support Black, Noel,
and Wang's (1999) findings over the medium and large workplace range;** however, other
factors of influence, such as other sources of human capital, are not being controlled for at
this descriptive level of analysis. In the multivariate regressions that follows, payroll per
employee will be introduced to control for differencesin the level of workforce skill.

There is no significant difference in training intensity between the ICT-S and non-ICT-S
sectors; on average, locations in non-1CT-S and | CT-S sectors train about 53% and 58% of
their workforces, respectively. Further, this holds even after workplace size is accounted
for in the analysis. However, large ICT-S workplaces may be considered to train a
substantially higher proportion of their workforce (64%) than those in non-1CT-Slocations
(52%).
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Table 12. Trainers. | CT-science-based sector comparison of weighted intensity measures'
Totals by
Non-ICT-S ICT-S workplace size
Small workplaces
Classroom expenditure by total employment? 378 790 418
(32 (163) (33)
Classroom expenditure by classroom trained employees’ 674 1421 746
(58) (274) (61)
Classroom trained employees by total employment?® 0.56 0.56 0.56
(0.02) (0.04) (0.02)
Medium workplaces
Classroom expenditure by total employment 390 818 454
(27) (162) (39)
Classroom expenditure by classroom trained employees 808 1476 921
(67) (286) (82)
Classroom trained employees by total employment 0.48 0.55 0.49
(0.03) (0.04) (0.02)
L arge workplaces
Classroom expenditure by total employment 614 1271 736
(75) (275) (85)
Classroom expenditure by classroom trained employees 1192 1979 1366
(247) (420) (153)
Classroom trained employees by total employment 0.52 0.64 0.54
(0.05) (0.05) (0.04)
Sector totalsfor all workplace sizes
Classroom expenditure by total employment 421 926
(22) (111)
Classroom expenditure by classroom trained employees 791 1601
(45) (184)
Classroom trained employees by total employment 0.53 0.58
(0.02) (0.03)
Non-ICT-S ICT-S Total
Small to large workplace ratios
Classroom expenditure by total employment 0.62 0.62 0.57
Classroom expenditure by classroom trained employees 0.57 0.72 0.55
Classroom trained employees by total employment 1.09 0.87 1.04
Medium to large workplace ratios
Classroom expenditure by total employment 0.63 0.64 0.62
Classroom expenditure by classroom trained employees 0.68 0.75 0.67
Classroom trained employees by total employment 0.94 0.86 0.91

1. Standard errors are presented in parenthesis.

2. ((j?llalssroom expenditure by total employment and classroom expenditure by classroom-trained employees are measured in
ollars.

3. Classroom trained employees by total employment is a proportion.

Results are similar for our training measures when broken down by technological
competency and location size. Training expenditures are generally increasing with location
size (Table 13). Further, average costs tend to increase across the low, middle and high TCI
ranges. Locations with a high TCI have average costs of $1122, which is significantly
above those in the low, but not the middle ($727 and $889, respectively).
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Table 13. Trainers. Technology competency index category comparison of weighted intensity measurest
Null Low Middle High Totals by
(0) (1to3) (4t07) (8to17) workplace
size
Small workplaces
Classroom expenditure by total employment? 324 325 461 511 418
(96) (29) (60) (104) (33)
Classroom expenditure by classroom trained employees’ 642 657 742 955 746
(179) (45) (201) (202) (61)
Classroom trained employees by total employment® 0.51 0.50 0.62 0.54 0.56
(0.06) (0.03) (0.03) (0.05) (0.02)
Medium workplaces
Classroom expenditure by total employment - 379 443 457 454
- (42) (59) (59) (39)
Classroom expenditure by classroom trained employees 1855 828 845 954 921
(589) (124) (96) (169) (82
Classroom trained employees by total employment 0.49 0.46 0.52 0.48 0.49
(0.07) (0.05) (0.03) (0.05) (0.02)
L arge workplaces
Classroom expenditure by total employment - 475 849 838 736
- (209) (241) (141) (85)
Classroom expenditure by classroom trained employees 670 855 1475 1517 1366
(240) (237) (251) (254) (153)
Classroom trained employees by total employment - 0.56 0.58 0.55 0.54
- 0. (0.05) (0.05) (0.04)
Technology competency totals for all workplace sizes
Classroom expenditure by total employment 414 358 523 585
(130) (29) (49) (60)
Classroom expenditure by classroom trained employees 929 727 889 1122
(253) (52) (78) (126)
Classroom trained employees by total employment 0.45 0.49 0.59 0.52
(0.07) (0.03) (0.02) (0.03)
Null Low Middle High Total
Small to large workplaceratios
Classroom expenditure by total employment - 0.68 0.54 0.61 0.57
Classroom expenditure by classroom trained employees 0.96 0.77 0.50 0.63 0.55
Classroom trained employees by total employment - 0.89 1.08 0.97 1.04
Medium to large workplace ratios
Classroom expenditure by total employment - 0.80 0.52 0.55 0.62
Classroom expenditure by classroom trained employees 2.77 0.97 0.57 0.63 0.67
Classroom trained employees by total employment - 0.82 0.91 0.87 0.91

1. Standard errors are presented in parenthesis.

2. (Cj:llallssroom expenditure by total employment and classroom expenditure by classroom-trained employees are measured in
ollars.

3. Classroom trained employees by total employment is a proportion.

Estimates with “—" are suppressed because of high sampling variability, their coefficient of variation is over 33.3%. The coefficient of variation is
calculated by dividing the standard error of the estimate g/ the estimate. Estimates with a coefficient of variation between 25.1-33.3% should be used
with caution, this range is greater than the good (1 to 16.5%) and acceptable (16.6 to 25%) ranges.

After these aggregate measures are cross-tabulated by location size and technological
competency, large sized high and middle locations have the highest ratio of classroom
expenditure to total employment, followed by small locationsin the high TCI range (Table
13). The average cost of training for medium-sized locations in the null range ($1855) is
substantially larger than all other average costs estimates. On balance, these results suggest
agenera trend towards increasing expenditures as both workplace size and technological
competency increase.
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Next, we consider the proportion of the workforce trained. When aggregating across size
categories, locationswith ahigh TCI index train 52% of their workforce, compared to those
in the middle (59%), low (49%) and null (45%) ranges, respectively (Table 13). The
proportion of theworkforcetrained ishigher for middle-ranked locationsthan for locations
in the low and high TCI ranges.

The proportion of classroom trained to total employment is highest for small middle-ranking
plants. Workplaces with amiddle TCI rank, within location size categories, tend to have a
higher training intensity (proportion of employees trained per workforce) than null, low, or
high-ranked workplaces; however, these differences are not always statistically significant
(Table 13).

The proportion of classroom trained to total workplace employment is our core measure of
training intensity. This proportion generally falls as location size increases. However, a
lower proportion of employeestrained coincideswith higher average costs of training. This
indicates that a multivariate analysis of training intensity based on theratio of classroom-
trained employees to total employment will have to control for differencesin average cost.
We turn to thisin the following section.

5.3 Multivariate analysis of training intensity

This section uses multivariate analysis to control for a range of factors, beyond our key
variables of interest (sector and technol ogical competency) that are posited to affect training
intensity. Our analysis of the intensive margin looks at factors that influence the training
intensity of locations that actively train. The central issueis: Of workplaces that train, can
differencesin training intensity be generalized to the sectoral level, or are these differences
more workplace-specific and dependent on the technological characteristics of specific
locations?

Some comments on methodol ogy arewarranted. For thisanalysis, the sample dataisweighted
by an adjusted final weight. To derive this adjusted weight, the final weight for the location
ismultiplied by theworkplace’ stotal employment. Hence, this adjusted weight placesmore
importance on locations with higher total employment. These adjustments make the results
comparable to the ssimple tabulations presented in Section 5.2. Further, these results are
robust. Not only has the complex survey design been accounted for in the estimation
procedure, but the estimation techniques used account for cross-sectional heteroscedasticity,
using weighted least squares.

Aswas the case in the multivariate analysis of training incidence, our analysis of training
intensity is based on three regression models. The first focuses on the impact that the
| CT-S sector variable has on training intensity and the second on the impact of the TCI, the
location-specific measure of technological competency. The third model examines the
interaction between the sector and technological competency variables. All modelsinclude
the following controls: location size, government subsidies, payroll per employee,
significance of competition and union status.
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Table 14. Intensive margin (OL Sregression)!
Dependent variable: Model 1 Model 2 Model 3
Proportion of employees who are training ICT-science TCI ICT-Sand TCI
interactions
Coefficients Standard ~ Coefficients Standard ~ Coefficients Standard
Variable name error error error
Medium workplace size -0.061 0.029* -0.059 0.029* -0.060 0.029*
Large workplace size -0.026 0.048 -0.026 0.046 -0.026 0.046
ICT-science 0.028 0.030
Low 0.043 0.062
Middle 0.138 0.061*
High 0.077 0.066
Non-ICT-S low 0.065 0.066
Non-ICT-S_middle 0.161 0.065*
Non-ICT-S high 0.081 0.071
ICT-S_null 0.165 0.096
ICT-S_low 0.032 0.076
ICT-S_middle 0.140 0.070*
ICT-S_high 0.173 0.079*
Outside source of funding 0.031 0.026 0.031 0.025 0.029 0.025
Average cost of training -9.830E-06 2.030E-06*  -9.620E-06 1.920E-06*  -9.720E-06 1.950E-06*
Average cost squared 8.930E-12 1.970E-12* 8.690E-12 1.860E-12* 8.790E-12 1.890E-12*
Payroll per employee 1.520E-06 7.020E-07* 1.560E-06 6.450E-07* 1.480E-06 6.420E-07*
Only domestic competition -0.039 0.047 -0.039 0.046 -0.036 0.046
Only foreign competition 0.035 0.059 0.036 0.057 0.035 0.057
Foreign and domestic -0.047 0.048 -0.050 0.047 -0.049 0.047
Unionized employees -0.014 0.029 -0.017 0.028 -0.014 0.028
Constant 0.543 0.055* 0.457 0.072* 0.439 0.074*
Number of observations 3139 3139 3139
R? 0.0485 0.0618 0.0649

Note: *Statistically significant at the 95% confidence level.

1. Anadjusted final weight isused for thisregression, the final weight is adjusted for plant employment size, thus the weight
used is the (final weight * plant employment).

Resultsfor the three modelsdo not differ substantially. Among workplacesthat train, factors
such as outside sources of funding, competition and unionization are not influential
determinants of training intensity (Table 14). These results are robust across specifications.

Size effects are apparent. M edium-sized workpl aces have an approximately 6% lower |evel
of training intensity level than small locations. Thisfinding isconsistent with the descriptive
anaysis.

Resultsfor Models 2 and 3 indicate that technological competency isassociated with training
intensity in locations with middle or high TCI rankings. Middle-ranking locations in non-
ICT-Sindustries have a 16.1% higher training intensity than null-ranked workplacesin the
non-1CT-S sector (Model 3); similarly, interactions between the ICT-S sector variable and
locations with middle and high TCI rankings result in 14.0% and 17.3% higher training
intensities, respectively (compared to the null-ranked, non-1CT-S base group).
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Table 15. Joint tests of estimatesfrom the Model 3 OL Sregression

Are these parameter estimates significantly different? chi2 (1) Prob > chi2
Workplace size

Medium = large 0.630 0.428
Sector * tech competency:

Non-ICT-S _low = Non-ICT-S_middle 8.560* 0.004
Non-ICT-S _low = Non-ICT-S high 0.170 0.684
Non-ICT-S_middle = Non-ICT-S_high 4.270* 0.039
Non-ICT-S low = ICT-S low 0.360 0.546
Non-ICT-S_middle = ICT-S_middle 0.240 0.622
Non-ICT-S high =ICT-S_high 2.570 0.109
ICT-S_null =ICT-S_low 2.280 0.132
ICT-S_null = ICT-S_middle 0.090 0.764
ICT-S_null =ICT-S high 0.010 0.929
ICT-S low = ICT-S _middle 3.420 0.065
ICT-S_low = ICT-S_high 4.290% 0.038
ICT-S_middle = ICT-S_high 0.300 0.586
L evel of competition:

Only domestic = Only foreign 2.520 0.112
Only domestic = Foreign and domestic 0.160 0.686
Only foreign = Foreign and domestic 3.930* 0.048

Note: *Re#_ect the null he]/poth.e_sis that these parameter estimates are equal, at the 95%
confidence level (chi2 critical valueis 3.84).

Joint tests on the coefficient estimates (Table 15) affirm that differencesin training intensity
are driven more by location-specific differences in technological competency than by
differences in sector (ICT-S versus non-ICT-S). Within the ICT sector, differences are
apparent among locations with low- and high-ranking TCI scores; within the non-ICT-S
sector, differences exist between low- and middle-ranking locations and between middle-
and high-ranking locations. These results are consistent with the descriptive tabulations
presented in the previous section.

Other factors that are associated with training intensity are the average cost of classroom
training and payroll per employee. Training intensity decreases as average cost increases.
For every thousand-dollar increase in average cost, the level of training intensity will fall
by 0.97% (Table 14). However, the positive coefficient on the average cost squared term
indicates that there are increasing returns to scale present. As payroll per person (i.e., the
skill level of theworkforce) increases, the percentage of the workforcetrained also increases.
Thus, for every ten thousand dollar increase in payroll per person, the level of training
intensity increases by 1.5%. Competition and union status are not significantly correlated
with training intensity.

Theremaining factors of influencein thismodel are average cost and payroll per employee—
both of which affect the training intensity of locations that train. Workplaces that have a
higher average cost of training train fewer employees as a proportion of their workforce.
Further, the proportion of theworkforcetrained increases as payroll per employeeincreases,
a proxy for the skill level of employees. As employee skills increase, workplaces train
more.
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Endnotes

20. Thisis an average cost per employee receiving training measure, see Equation 2—where
trained employees is the outpui.

21. Black, Noel and Wang (1999) suggest training intensity increases with firm size. They use an
hours-per- week proportion to measure training intensity. They argue that their findings are
consistent with the economies-of-scale hypothesis—that economies of scale alow relatively
larger establishments to provide more training.
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Chapter 6. Conclusion

his study uses the 1999 Workplace and Employee Survey to investigate how training

decisions are influenced on the extensive and intensive margins. The study examines
the extent to which basic differences in the incidence and intensity of training are sector
and workplace specific. We do so by comparing science and technology-based industries
to other industries and by comparing workplaces using a location-specific index of
technological competency.

The study found that thelevel of training incidence depends, inter alia, on the technol ogical
competencies specific to workplaces and that membership in science and technol ogy-based
industries is not a significant predictor of training incidence and intensity once location-
specific differencesin technological competency are taken into account. Thesefindingsare
consistent with a recent study (Baldwin and Gellatly, 1998) that found that innovative,
technology-based firms are not confined solely to high-technology industries. Sizable
concentrations of advanced firms exist in many different sectors of the economy. Similarly,
sector level characterizations about the incidence and intensity of training may also prove
limiting—as workplace-specific technology indicators may better account for the
heterogeneity that exists across the underlying workplace population.

L ocations that place more emphasis on technology have a higher incidence of training and
are more likely to train than other locations. In regards to workplace size, this study found
that large workplaces are more likely to train than medium-sized and small workplaces.
L ocationswith higher skilled workforcesonly differ from those with lower skilled workforces
in their decision to train up to a payroll per employee threshold.

Onceworkplaces make the decision to train, sector, outside sources of funding, competition,
and unionization are not significant factors influencing the intensity of training. For
workplaces that decide to train, the main factors affecting the intensity of training are
technological competency and size, followed by the average cost of training and the skill
level of the workforce. Workplaces that place more emphasis on technology train a higher
proportion of their workforce than other locations. Locations that have a higher average
cost of training, train fewer employees as a proportion of their workforce. However, the
skill level of workers moderates this effect, because as payroll per employee increases,
workplaces train more.
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Appendix 1: Identifying ICT and science-based industries

he Workplace and Employee Survey (WEY) classifies the workplaces surveyed by the
North American Industry Classification System (NAICS). NAICS-based ICT sector
industries are presented in Table A1.1.

The science-based classification scheme advanced by Baldwin and Johnson (1999) isbased
on the 1980 Standard Industrial Classification. Asthe WES s primarily employment based,
a concordance between science-based SIC industries and NAICS-based industries was
created using employment as the weighting factor in the development of the NAICS-based
specification.

The following procedure was employed:

From the year-end 2001 Business Register, the existing SIC specification for science-
based industries (51 4-digit industries) is used to select 63,820 establishments with
employees (representing approximately 1,218,200 employees).

These same establishments are classified to 152 different 6-digit NAICS codes. Using
these 152 NAICS codes as the selection criteria yields 163,000 establishments
representing approximately 2,495,100 employees. Thisfigureis about twice aslarge as
the existing SIC-based estimate of science-based employment.

Accordingly, each of the 152 NAICS codesisevaluated for inclusioninthenew NAICS-
based science specification using its share of employment in science. (Many of these
NAICS codes include both science and non-science components in that their
establishments are classified to either science and/or non-science SIC industries).
Individual NAICS industries are selected if their science employment (based on the SIC
definition) represents more than 50% of its total employment.

This agorithm resulted in a selection of 78 NAICS codes, which covered 1,196,030 total
employees. Of these employees, 98.4% are science-based.
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TableAl1l.1 NAICS-based ICT sector industries

Manufacturing

33331 Commercia and service industry machinery

33411 Computer and peripheral equipment

33421 Telephone apparatus

33422 Radio and television broadcasting and wireless communications equipment
33431 Audio and video equipment

33441  Semiconductor and other electronic components

33451 Navigational, measuring, medical, and control instrumentation

33592 Communication and energy wire and cable

Services

51121  Software publishers

51322  Cable and other program distribution

5133 Telecommunication services

51419  Other information services

51421 Data processing services

54151 Computer systems design and related services

81121  Electronic and precision equipment repair and maintenance

41731  Computer, computer peripheral and pre-packaged software wholesaling
41732  Electronic components, navigational and communications equipment and supplies wholesaling
41791  Office and store machinery and equipment wholesaling

53242  Office machinery and equipment rental and leasing
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TableA1.2 NAICS-based science sector industries

221111 Hydro-€lectric power generation

221112 Fossil-fuel electric power generation
221113 Nuclear electric power generation

221119 Other electric power generation

221121 Electric bulk power transmission and control
221122 Electric power distribution

324110 Petroleum refineries

324121 Asphalt paving mixture and block manufacturing
324190 Other petroleum and coal products manufacturing
325110 Petrochemical manufacturing

325120 Industrial gas manufacturing

325130 Synthetic dye and pigment manufacturing

325181 Alkali and chlorine manufacturing

325189 All other basic inorganic chemical manufacturing
325190 Other basic organic chemical manufacturing

325210 Resin and synthetic rubber manufacturing

325313 Chemical fertilizer (except potash) manufacturing
325314 Mixed fertilizer manufacturing

325320 Pesticide and other agricultural chemical manufacturing
325410 Pharmaceutical and medicine manufacturing

325520 Adhesive manufacturing

325910 Printing ink manufacturing

325920 Explosives manufacturing

325991 Custom compounding of purchased resins

325999 All other miscellaneous chemical product manufacturing

332991 Ball and roller bearing manufacturing

333110 Agricultural implement manufacturing

333120 Construction machinery manufacturing

333130 Mining and oil and gas field machinery manufacturing

333210 Sawmill and woodworking machinery manufacturing

333220 Rubber and plastics industry machinery manufacturing

333291 Paper industry machinery manufacturing

333299 All other industrial machinery manufacturing

333310 Commercial and service industry machinery manufacturing

333413 Industrial and commercial fan and blower and air purification equipment manufacturing
333416 Heating equipment and commercial refrigeration equipment manufacturing

333611 Turbine and turbine generator set unit manufacturing

333619 Other engine and power transmission equipment manufacturing

333910 Pump and compressor manufacturing

333920 Material handling equipment manufacturing

333990 All other general-purpose machinery manufacturing

334110 Computer and peripheral equipment manufacturing

334210 Telephone apparatus manufacturing

334220 Radio and television broadcasting and wireless communications equipment manufacturing
334290 Other communications equipment manufacturing

334310 Audio and video equipment manufacturing

334410 Semiconductor and other electronic component manufacturing

334511 Navigationa and guidance instruments manufacturing

334512 Measuring, medical and controlling devices manufacturing

335311 Power, distribution and specialty transformers manufacturing

335312 Motor and generator manufacturing

335315 Switchgear and switchboard, and relay and industrial control apparatus manufacturing
335920 Communication and energy wire and cable manufacturing

335990 All other electrical equipment and component manufacturing

336410 Aerospace product and parts manufacturing

486110 Pipeline transportation of crude oil

486210 Pipeline transportation of natural gas

486910 Pipeline transportation of refined petroleum products
486990 All other pipeline transportation
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TableA1.2 NAICS-based science sector industries - concluded

511210
512110
513220
513310
513320
513330
513340
513390
514210

532420

541310
541320
541330
541340
541360
541370
541380
541510
541620
541690
541710

Software publishers

Moation picture and video production

Cable and other program distribution

Wired telecommunications carriers

Wireless telecommunications carriers (except satellite)
Telecommunications resellers

Satellite telecommunications

Other telecommunications

Data processing services

Office machinery and equipment rental and leasing

Architectural services

Landscape architectural services

Engineering services

Drafting services

Geophysical surveying and mapping services
Surveying and mapping (except geophysical) services
Testing laboratories

Computer systems design and related services
Environmental consulting services

Other scientific and technical consulting services

Research and development in the physical, engineering and life sciences
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Appendix 2: Weighted approach to measuring training
intensity

An example:

he measure used for analyzing training intensity in this study is the weighted ratio as

opposed to the unweighted ratio. In the example below, T is equal to total training
expenditure and E is total employment for the i™" class, where classes can be location size
and industry, or some combination of these key variables. N is the sample size.?

Weighted ratio:

2T T E _E 2T 2T

ﬁz i (V\’i)Eii,where,Wi ZEi EandZEi E

Unweighted ratio:

The employment-weighted measure adjusts the workplace's ratio of classroom training
expenditure to total employment by its share of total employment. The use of this measure
gives less weight to plants with smaller shares of employment; accordingly, entities with
smaller shares and unusually large expenditures are given less weight than entities with
large shares and typical expenditures. The unweighted cal cul ation takes the sum of theratio
of classroom training expenditureto total employment across each location, and then divides
thisby thetotal number of locations. The unweighted measure does not take into consideration
the heterogeneity of locations. Theweighted ratio presentsamore accurate picture of training
intensity—for this reason, we report employee-weighted results herein.
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Endnote

22. A specific example is presented here to illustrate a weighted ratio; however, the description
could be more general, with T and E being any variables of interest.
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Appendix 3: Summary statistics for control variables

TableA3.1 Of thosethat train: Percentage of workplaces receiving funding by source
Sector Small Medium Large Totals by
Non- ICT-S Non- ICT-S Non- ICT-S workplace size
ICT-S ICT-S ICT-S by categories
Federal Government 23 2.8 51 45 8.6 134 25
Provincial Government 5.6 22 7.9 7.3 144 12.3 54
Training trust funds 45 3.2 6.8 32 4.8 4.7 45
Union or employee association 15 1.0 2.8 2.6 4.0 0.9 15
Industry organisation 7.7 2.7 6.8 1.0 7.6 5.6 7.3
Employees 32 16 4.6 4.6 7.4 55 31
Equipment vendors 4.7 4.7 10.3 255 135 11.9 5.1
Other private sector organisations 55 2.7 6.2 8.9 59 4.3 5.3
Other outside source of funding 137 121 8.1 1.9 6.1 14.0 13.3
Government training subsidy* 8.1 7.3 16.4 25.7 15.0 30.8 8.5
All outside sources of funding? 475 28.9 443 51.2 43.3 60.8 45.9
Population count 168,112 14,969 6,520 1,066 823 158 191,649

1. Government training subsidy is more specific than the general federal/provincial training programs that workplaces may have accessed.

2. All outside sources of funding includes all of the above sources, from federal government to other outside sources of funding, it also includes
Government training subsidy.
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TableA3.3 Cost of classroom training

Statistic Average cost!
N 3,139
Mean 1,004
25th percentile 167
Median 401
75th percentile 1,000
90th percentile 2,000
95th percentile 3,000

1. The average cost of training is classroom expenditures divided by classroom trained

employees; measured in dollars.

TableA3.4 Gross payroll per person descriptive statistics
Workplaces that have:

Statistic No training Training
N 2,362 3,139
Mean 24,355 30,475
25th percentile 13,249 17,143
Median 20,000 26,667
75th percentile 30,000 38,619
90th percentile 42,500 51,852
95th percentile 53,571 63,949

1. All descriptive statistics are measured in dollars—estimates are representative of the

population.

TableA3.5 Level of significant competition measurest

Workplaces that have:
Percentage of workplaces with competition from: No training Training Total
Domestic:
Locally-owned 63.5 68.5 65.0
Canadian-owned 26.9 449 322
Total domestic-owned 69.6 80.1 72.7
Foreign:
United States-owned 12.9 274 17.2
Other internationally-owned 55 12.7 7.6
Total foreign-owned 14.4 29.4 18.8
Mutually exclusive categories.
No significant competition 29.0 16.9 255
Domestic-owned 56.5 53.7 55.7
Foreign-owned 14 3.0 19
Foreign and domestic competition 131 26.4 17.0

1. Workplaces with competition ranked important, very important, or crucial are included in these measures as having

significant competition.

TableA3.6 Collective bargaining status

Statistic

Workplaces that have:

No union
Union

No training Training
Frequency Percentage Frequency Percentage Total
94.7 171,183 89.3 93.1
53 20,465 10.7 6.9
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Appendix 4: Excerpts from the 1999 Workplace and
Employee Survey

This questionnaire includes questionsrel ating to the characteristics of the employees at thisphysical location
only. Pleaseinclude only paid employees of thisworkplace receiving a T4 Supplementary slip who work on-
site, off-site such as customer service representatives or telecommuters, and employees who are on paid
leave.

Questions used to calculate total gross payroll per employee:
SECTIONA: WORKFORCE CHARACTERISTICSAND JOB ORGANIZATION

1 (a) Inthelast pay period of March 1999, how many people were employed at this location?
I R

SECTION B: COMPENSATION

7. What was the total gross payroll for al employees at this location between April 1, 1998 and March 31,
19997 (If theinformation isnot available for the specified period, givethetotal gross payroll for the calendar
year.)

S [ [ [ [ [ [ [ [ [ 1

Grosspayroll isthetotal remuneration paid to employees before deductions. The amount should be equivalent
to the sum of the monthly taxable employment income reported in box 14 of the T4 slip and on the Revenue
Canada“ Remittance Form for Current Source Deductions.”

It includes:

- regular wages and salaries

- COMMIssions

- overtime pay

- paid leave

- piecework payments

- specia payments

- taxable allowances and benefits that are recognized by Revenue Canada

It excludes:

-employer’s contributions to pension plans

- employment insurance premiums and other employee benefits

- compensation in kind

- travel expenses

- non-taxabl e allowances and benefits

- recreational facilities provided by the employer

- moving expenses paid by the employer and employee counselling services
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SECTION C: TRAINING

This section covers the nature and extent of workplace training. It is meant to include all types of
training intended to develop your employees’ skills and/or knowledge through a structured format,
whether it takes place inside or outside the location.

14 (a) Between April 1, 1998 and March 31, 1999, did thisworkplace pay for or provide any of thefollowing
types of classroom job-related training?

Classroom training includes:

- al training activities, which have a pre-determined format, including a pre-defined objective;
- specific content;

- progress may be monitored and/or evaluated.

01 O No classroom training ————> Go to Question 16 (a)
02 O Orientation for new employees

03 O Managerial / supervisory training

04 O Professional training

05 O Apprenticeship training

06 O Sales and marketing training

07 O Computer / hardware

08 O Computer / software

09 O Other office and non-office equipment

10 O Group decision-making or problem-solving

11 O Team-building, leadership, communication

12 O Occupational health and safety, environmental protection
13 O Literacy or numeracy

14 O Other training, specify

14 (b) Please estimate the number of employees who received classroom training between April 1, 1998 and
March 31, 1999. (Include full-time, part-time, permanent and temporary employees.)

([ [ [ [T 1

14 (c) Between April 1, 1998 and March 31, 1999, were any of thefollowing asource of funding for classroom
training of employees at thislocation? (Check all that apply.)

1 O Federal government programs

2 O Provincial government programs

3 O Training trust funds

4 O Union or employee association funding
5 O Industry organizations

6 O Employees

7 O Equipment vendors

8 O Other private sector organizations

9 O Other outside sources of funding, specify

15 (a) Please estimate this workplace total training expenditures, between April 1, 1998 and
March 31, 1999.

S [ [ [ [ [ [ [ [ 1

If total training expenditures equal 0, Go to Question 15 (c).
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15 (b) Which of the following are included in that estimate?

1 O Trainers salaries

2 O Trainees' salaries

3 O Contracts to vendors

4 O Direct tuition to schools or training institutions
5 O Training materials

6 O Travel or living costs for trainees and trainers
7 O Overhead or office costs for training

8 O Other training expenses

9 O Other, specify

15 (c) Between April 1, 1998 and March 31, 1999, did the amount of training time for the category of
employees with the largest number of employees...

1 O increase?
2 O remain about the same?
3 O decrease?

16 (a) Does this workplace subsidize, assist or reimburse employees for training or courses taken outside of
their paid working hours?

This question is meant to be inclusive. Besides direct subsidies (i.e. helping with tuition or fees), assistance
could include: helping with registration, arranging travel, arranging discounts or offering salary incentivesto
training.

10 Yes
3 O No——> Goto Question 16 (c)

16 (b) Between April 1, 1998 and March 31, 1999, how many employees has this workplace subsidized,
reimbursed or assisted?

([ [ [ [ 1

16 (c) Between April 1, 1998 and March 31, 1999, did thisworkplace pay for or provide any of the following
types of on-the-job training?

01 O No on-the-job training ——> Go to Question 17.
02 O Orientation for new employees

03 O Managerial / supervisory training

04 O Professional training

05 O Apprenticeship training

06 O Sales and marketing training

07 O Computer / hardware

08 O Computer / software

09 O Other office and non-office equipment

10 O Group decision-making or problem-solving

11 O Team-building, leadership, communication

12 O Occupational health and safety, environmental protection
13 O Literacy or numeracy

14 O Other training, specify
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16 (d) Please estimate the number of employeeswho received on-the-job training between April 1, 1998 and
March 31, 1999. (Include full-time, part-time, permanent and temporary employees.)

([ [ [ [T 1

SECTION G: BUSINESS STRATEGY

36. Do you directly compete with locally, Canadian or internationally-owned firms? (Check all that apply.)

1 O Yes, locally-owned firms

2 O Yes, Canadian-owned enterprises

3 O Yes, American-owned enterprises

4 O Yes, other internationally-owned enterprises
50O No———> Goto Question 40.

36 (a) To what extent do these firms offer significant competition to your business?

Significant competition refersto a situation where other firms market products/ services similar to
your own which might be purchased by your customers.

Not Not Slightly  Important Very Crucia Don't

applicable important important important know

A. Locally-owned O O O O O O O
B. Canadian-owned O O O O O O O
C. American-owned O O O O O O O
D. Other internationally-owned O O O O O O O
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Appendix 5: Estimates of total employment and gross
payroll per employee

he gross payroll per employee variableis calculated by dividing gross payroll by total

employment for each plant. It is important to note that the total employment value
used isfor March 1999, the last month of the survey’s reference period. Thisisin contrast
to thetotal gross payroll value, whichisfor all employeesat the workplace over thereference
period, between April 1% 1998 and March 31% 1999 (or the total gross payroll for the past
calendar year, the response depended upon the availability of the information to the
respondent). The total gross payroll should be equivalent to the sum of the workplace's
monthly taxable employment income reported on the T4 dlip over the period chosen (see
Appendix 4 for detailed survey questions).

The implicit assumption being made is that the total employment estimate is an average of
mean monthly employment (over twelve months) for the respondent’s chosen reference
period. The use of total gross payroll and total employment measures to generate a gross
payroll per employee estimateisonly problematicif workplaces experienceadrastic increase
or decreasein thetotal number of employeesat the end of thereference period. For example,
aworkplacethat doubled itsworkforcein February would have agross payroll per employee
estimate that is approximately half of the average monthly gross payroll per employee for
the reference period.

The gross payroll per employee measure of skill should not be problematic if changesin
employment for each workplace are at the beginning of the reference period, as opposed to
the end. Net changes in total employment early in the reference period will typically be
accompanied by a similar change in gross payroll, and thus, the estimate of each measure
over the period is comparable. Thus, the two questions to be answered are: Is total
employment change sporadic (mainly occurring at the beginning of the reference period) or
gradual? And what is the magnitude of the net change in total employment across
workplaces?

Of the total 654,551 business sector workplaces represented in the survey, 56.6% reported
new hiring and 56.6% reported some type of employment reduction. The possible sources
of employment reduction are quits (no incentives), layoffs (no recall), special workforce
reductions, dismissal for cause, and retirement (no incentive). From the possible additions
and reductions to the workforce, 67.8% of workplaces have some type of change occurring
to employment from either hires or reductions. Thus, 32.2% of workplaces report no hires
and no reductions.
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FigureA5.1 Net changein total employment over thereference period
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Ranges for the percentage change

The percentage change in total employment over the reference period, for each workplace,
is calculated by dividing net change (new hires minus reductions) over the workplace's
approximated total employment at the beginning of the period. Total employment at the
beginning the reference period (April 1998) is estimated by taking total employment in
March 1999, and subtracting net change.

In addition to 32.2% of workplaces reporting no hires and no reductions, 16.7% had a net
change in employment of zero; thus, 51.7% of all workplaces had no change in total
employment over the reference period (see Figure A5.1). Of the remaining workplaces,
25% had a positive and 23.3% had a negative net employment change. The majority of
workplaces (76.3%) net change fallsinto the —25% and +25% range. Thus, the majority of
workplaces do not have extreme changes in the level of total employment.

Due to the fluctuations in total employment over the reference period, it is important to
have an indication of when the majority of the changes are occurring. The seasonality of
many types of business will result in workforce variability over the reference period.
Workplaces were asked to identify months of peak employment. For all workplaces, 31%
reported monthly peaksin employment, and for most of these plants, the peakswere reported
for the months June, July, and August (see Table A5.1). These peak months are within the
first half of the reference period. Asaresult, it appearsthat the effect on total gross payroll
from changes in total employment reaches a maximum at the beginning of the reference
period and then declines over the remaining months.
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Table A5.1 Workplacesreporting a peak in employment

Peak in employment Percentage Count
Yes 31.0 203,103
No 69.0 451,448
Total 100.0 654,551

Of the workplaces that reported a peak in
employment, the peaks were identified for

the following months:* Percentage? Count
April 27.0 54,753
May 451 91,567
June 59.0 119,786
July 59.6 121,116
August 57.7 117,218
September 46.2 93,761
October 33.3 67,649
November 28.0 56,886
December 335 68,000
January 13.0 26,377
February 14.3 29,017
March 19.8 40,302

1. The reporting of peak employment is not mutually exclusive, workplaces can report
peak employment in more than one month.

2. Percentage of workplaces reporting a peak in employment in the identified month.

A comparison of workplacesthat report peak employment periodsto non-peak employment
plants showsthat peak employment workplaces have greater variability intotal employment
over thereference period. Only 37.1% of peak employment workplaces, compared to 58.3%
of non-peak, have no net change in total employment over the reference period (Figure
Ab5.2). Further, the peak employment workplaces, on average, have higher percentage net
total employment changes.

In summary, the employment dataindicates that the use of total employment and total gross
payroll to generate agross payroll per employee estimate is not problematic. The majority
of workplaces experience most of their employment change at the beginning of thereference
period; and as a result, the net effects on total gross payroll come at the beginning of the
period. Thus, the total employment and total gross payroll variables on average are
comparable.
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FigureAb5.2 Changein total employment over thereference period: Comparison of peak
and non-peak employment wor kplaces
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