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Preface

The primary goal of the ILO is to achieve full amabductive employment and decent
work for all, including women and young people, @algwhich has now been widely
adopted by the international community. Working &ogls this goal is the fundamental aim
of the ILO.

In order to support member States and the socrahgra to reach the goal, the ILO
pursues a Decent Work Agenda which comprises faterrelated areas: Respect for
fundamental worker’s rights and international labstandards, employment promotion,
social protection and social dialogue. Explanatiohthis integrated approach and related
challenges are contained in a number of key doctsnanthose explaining and elaborating
the concept of decent wotkn the Employment Policy Convention, 1964 (No.)12and
in the Global Employment Agenda.

The Global Employment Agenda was developed by th® through tripartite
consensus of its Governing Body’s Economic and &oeblicy Committee. Since its
adoption in 2003 it has been further articulated emade more operational and today it
constitutes the basic framework through which th® pursues the objective of placing
employment at the centre of economic and sociatipst

The Employment Sector is fully engaged in the impatation of the Global
Employment Agenda, and is doing so through a lasg@e of technical support and
capacity building activities, advisory services gulicy research. As part of its research
and publications programme, the Employment Sectomptes knowledge-generation
around key policy issues and topics conforming lie tore elements of the Global
Employment Agenda. The Sector’s publications cansisbooks, monographs, working
papers, employment reports and policy brfefs.

The Employment Working Papeseries is designed to disseminate the main firsding
of research initiatives undertaken by the varioepadtments and programmes of the
Sector. The working papers are intended to enceueaxghange of ideas and to stimulate
debate. The views expressed are those of the &sitteond do not necessarily represent
those of the ILO.

José Manuel Salazar-Xirinachs
Executive Director
Employment Sector

! See the successive Reports of the Director-Getethk International Labour Conferen&ecent
work (1999);Reducing the decent work deficit: A global challe@001); Working out of poverty
(2003).

% In 1964, ILO Members adopted Convention No. 122mployment policy which states that “With

a view to stimulating economic growth and developineaising levels of living, meeting manpower
requirements and overcoming unemployment and ung#@oyment, each Member shall declare and
pursue, as a major goal, an active policy designedromote full, productive and freely chosen
employment”. To date, 97 member States have ratifies Convention.

3 See http://www.ilo.org/gea. And in particuldmplementing the Global Employment Agenda:
Employment strategies in support of decent worksidn” document]LO, 2006.

* See http://www.ilo.org/employment.






Foreword

Workplace learning has become increasingly importaming the last decade as an
effective means of developing workforce knowledgel akills. Over recent years, in
particular, the use of the workplace as a leareixygerience has been transformed due to
the growth of the knowledge economy, the impaatef technology on productivity, and
the growing use of high performance work practitest are transforming the ways in
which work is organized.

Through its research on this subject, the ILO dimrassist its member States deal with
the challenge of improving productivity and compeginess, through the development of
the knowledge and skills of their workforces. Thaper aims to increase awareness of the
importance of workplace learning, particularly mal and medium-sized enterprises, and
explore ways in which public policy can be use@&mnaourage organizations to make more
effective use of the skills of their employees. Tpeper also deals with some of the
interesting ‘myths’ surrounding workplace learningarticularly with regard to the
perception of under-investment in learning andhtrgy in smaller enterprises. The Human
Resources Development Recommendation, 2004 (NQ. 4®8&sses that member States
should “promote the expansion of workplace learnamgl training”, and provides the
policy reference for this work.

The World Employment Report 1998/99, “Employabilitythe global economy: How
training matters” focused on training policy andlit training systems. Research in the
Skills and Employability Department and the Jobaflmm and Enterprise Development
Department has extended the review of the natullecatent of training undertaken in the
workplace. The first stage of this work resultedtire ILO publication, “Supporting
workplace learning for high performance working”’s@®on and Sung, 2002). This paper
looks more closely at the issue of workplace leagrin the context of small and medium-
sized enterprises. It aims to challenge some of‘itinghs” that exist about leaning and
training in these types of enterprises. The papawsl examples primarily from policies
and programmes in industrialized and transitionntges. It also focuses on workplace
learning for workers already in the workforce armbsl not cover apprenticeships or other
training for young persons and labour-market emsramor does it cover learning by those
that are self-employed.

This working paper has benefited enormously froetdthnical inputs and comments
provided by the ILO’s Small Enterprise Programm&BSEED) and, in particular, from
the contributions of Karl-Oskar Olming and Simon i¥WhThis collaboration represents a
genuine partnership between our two departmentsnmpleting this work. We would also
like to thank the authors, David Ashton, Johnny&ukarwen Raddon and Trevor Riordan
for their research. Trevor Riordan has led the lte€8earch on workplace learning for
several years and also oversaw the developmenéssaxf this paper. Jo-Ann Bakker was
responsible for preparing the manuscript.

Christine Evans-Klock Michael Henriques
Director Director
Skills and Employability Department Job Creation and Enterprise

Development Department
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1.

Introduction

This paper draws on the results of recent reseancthe process of learning and
training research in small and medium-sized entpr(SMES) as a way of exploring
some of the implications for policy-makers and tlaeivisers.

What is of prime consideration here, relevant tticigs and the skill levels found in
small enterprises, is the perception of underimaest in training. A lack of adequate
formal training is frequently viewed as a “markeildre” and thus as something that
governments can legitimately take action to rectiffis is then done through various
programmes designed to increase the level of fotraaling within small enterprises. The
“underinvested” conclusion found in various reshareports from around the globe that
indicates with some regularity that the level ofnfial training that firms offer is directly
related to their size: the smaller they are, thes l®rmal training they provide. Because
formal training is the one aspect of learning amaintng in companies that can be
measured, it is widely used by economists to atgaethe absence of it represents a lower
level of investment in human capital by small eptise owners. Given that human capital
is also vital for ensuring economic growth and thatall enterprises often provide the
majority of jobs in the economy, the case for gowant intervention in this area becomes
a very powerful one. However, the research findipgesented here challenge this
interpretation and the beliefs they sustain.

While small enterprises are major employers in ged and developing countries,
spanning both formal and informal economies, they @articularly large in number in
developing countries where the informal economgigmificant in employment and GDP
terms.

It should be noted that there is no universal terimational definition applied to the
size of enterprises. The criteria used to deterrthe definition (for example, turnover,
number of employees, value of fixed assets, segtos) across countries. When drawing
from empirical data from different countries, weegent data on skills development in
micro, small, medium and large firms that use défe size criteria and this criteria is noted
whenever possible. However, for the purposes af plaiper, the term “small enterprises”
refers to private, non-agricultural firms that cgterin the smaller end of the size spectrum.
This includes the self-employed as well as firmattiné some countries are defined as
“micro-enterprises” and “small enterprises”. In geal terms, this may be seen to include
micro-enterprises with as many as 25 workers arall smterprises with up to 50 workers.
In developing countries, these firms operate inftmmal and informal economy, although
the smaller the firm the more likely it is to bassified as “informal”. The terms “medium-
sized enterprises” (MEs) and “large enterprisesEEg)L when used in this paper refer to
private, non-agricultural firms in the larger enfctlee size spectrum. These firms typically
operate in the formal economy (although they mdl estigage in informal transactions)
and have a more complex management structure thalh enterprises.

Because there is considerable confusion in theatiltee on small enterprises about
what makes them distinctive, it is important toidefthe categories carefully (Trouve,
2001). Essentially, what we argue is that therevamy real differences between small
enterprises (i.e., including micro-enterprises)ewhlearning and training is characterized
by informality, and medium and large enterpriset B¥), where learning and training are
characterized by much greater formality.

Our aim with this paper is to dispel what we se¢hasmyths that underpin much of
the current approach to learning and training imlsenterprises. Specifically, we look at
four myths:



Myth 1.  small enterprise owners systematically underinwvesaining;

Myth 2:  small enterprise owners fail to appreciate thtueveof learning and
training;

Myth 3: informal learning is less valuable than formalining; and

Myth 4:  this failure is best tackled through the use ofvggnment training
schemes designed to help small enterprises invese nrm formal
training.

We argue that these myths rest on a shortcomiqgesfous research to differentiate
between two very distinctive issues: the firsthe tifferences in the skill levels that are
characteristic of firms of different sizes. In Sent2, we examine the current knowledge on
the factors that determine skill levels in smaliegprises. If these factors can be identified,
then they can be acted upon in a way that enhahkdetevels. In this respect, we find that
the factors that determine the levels of skill deped and utilized in small enterprises are
usually the same as those for larger enterpriseis. [Eads to the conclusion that there is
nothing inherent in the nature of small compankest prompts them to maintain lower
levels of skill or capability in their employees.

The second issue centres on formal versus inforimahing and why smaller
companies tend to make less use of formal traitliag larger companies. We use a range
of research findings that highlight the fact tha¢ processes of learning and training take
on different forms in MSEs from that typically faiin MLEs. Section 3 explores this
issue with regard to MSEs. The important distintti@re is not between small enterprises
and large enterprises, as is usually the caséhdduteen MSEs on one hand and MLEs on
the other. Moreover, in Section 4, we argue thatatild be misleading to believe that the
informal system of learning and training, which dsaracteristic of MSEs and which
differentiates the learning and skills formatiorogess from that of MLEs, is inferior. In
this view, there is nothing to warrant governmetnygng to increase the use of formal
training among MSEs.

By separating out these two very distinct issuescame to some very interestiagd
differentconclusionsWe explore the policy implications of this disdossin Section 5.

Existing research evidence indicates that the factesponsible for making the
experience of skills formation in MSEs differenorir that experienced and organized in
MLEs are the same in all societies. Similarly, vetidve that the underlying factors that
affect the level of skills demanded by firms are #ame in all societies. We use examples
from a range of research, some undertaken by theomu(Sung, Raddon and Ashton,
2000; Ashton and Riordan, 1999) to illustrate thasiats.

There are, of course, a number of factors affedtiegorocess of learning and training
in small enterprises that we do not have the sfiacever in this paper. For example, one
of the most important factors is the impact of owadil culture. On the supply side, it makes
a big difference through the impact of the systerhsocational education and training
(VET) on the supply of educated/trained workers. iRstance, the German apprenticeship
system provides a supply of high-level intermed&Midls to German small enterprises that
are not available in developing countries with theore rudimentary VET infrastructure.
This, in turn, increases the number of German comegahat can operate in higher value-
added markets. Nevertheless, when we look at ttterfathat determine the level of skills
demanded by employers, they are the same in Thldanthey are in Germany.

Another way that national cultures affect entegsbigsed learning and training is
through the small enterprise infrastructure. Foaregle, the market-led approach in the
United Kingdom and the United States is very ddfarfrom the sector-based approach



observed in Japan. In Anglo-Saxon countries, thditton has been for governments not to
interfere in the workings of the market. Thus snesflerprises could only be given public
funding if it was shown that markets were failimgdeliver appropriate outcomes due to
small enterprises failing to invest in training.Japan, however, there has been a different
approach. The Japanese government traditionallpedebmall enterprises as part of a
sector-based industrial policy. This acted to supfhee government’s relationship with the
major industrial conglomerates, guiding them inaaresuch as production methods,
communication, marketing, product development, humesource management, training
and long-term financial matters. Given the demitéhe sector-based approach in Japan
and the end of these relationships with the conglates, the small enterprises were left
exposed to the uncertain effects of market forCEse State recently modified this
traditional framework by offering help to small erdrises to become “independent and
self-sustaining” (METI, 2002). However, elementdlw old framework remain that makes
the Japanese approach different to that of thedA8gixon countries.

The important point here is that we cannot undedstéie variance in government
policies unless they are seen in terms of the whddory and context of national industrial
policies. Because we do not have the space tovd#althese variations in this paper, we
have confined our attention to what we see as thee mniversal features of training and
learning in small enterprises and the implicatiaooss systems.

Another proviso we want to make is that this pagees not attempt to provide a
comprehensive treatment of all facets of smallrpnige activity in the field of learning and
training. This is partly due to the lack of extetesand detailed research, which restricted
our treatment. We encountered this difficulty inotwareas: the first is that of small
enterprises and skills formation in the informabmamy. Some authors looking at human
resources in general have touched on this topicgfample, Nguyen and Bryant, 2004,
Palmer, forthcoming), and we have addressed sortleegiolicy issues it raises. However,
we have not been able to provide in-depth anabfsésich issues.

The second area posing constraints for our dismussnd where further research is
required is that of the institutional infrastrueuneeded for effective public intervention.
This problem is particularly acute in developingcisties. The lack of an effective
vocational training system and of trained persotoehanage and implement government
programmes designed to help small enterprisestis iopic we have been able to tackle
here, although it is an urgent policy issue. Indeedil such an infrastructure is in place,
many of the policies associated with the “problenag” small enterprises cannot be
addressed. This has been evident in South Afrioa, eikample, where considerable
resources have been devoted in the post-apartlegidhe to build up an institutional
framework that will facilitate more differentiateghproaches to the problems of training, in
general, and small enterprises, in particular.

Another area we chose not to explore is that ofsgleemployed. As this is a paper
about small enterprises, we feel justified in kegmur focus on firms that employ people.

Finally, it is acknowledged that most of the coigsrcovered in our review are
industrialized or in transition. Very few exampleave been drawn from developing
countries.

Thus, in the limited space available in this papen discussion hones in on the
findings from new research that highlights the aredere the process of learning and
training in MSEs is different from that observedMibLEs and the implications of this for
the delivery of public policy. Having made thesgaortant distinctions on skills formation
between small enterprises and MLEs and highlighktedrole of informal learning and
training, we set this paper up to provide a stgrpoint from which to consider the more
localized issues confronting small enterprises.



2. What determines the levels of skill required
in enterprises?

If we know what determines the levels of skill neg@dn companies, we will be in a
better position to explore policy options that @gacrease those levels. Unfortunately, few
studies tackle this problem directly, so we havedly for much of our knowledge on
research that approaches it indirectly. What wekdow is that a company’s business
strategy and the type of product or service it poed are linked to the skills required to
carry out those functions. In Canada, Betchermaah €1997) found that ability to compete
in global markets was linked to higher skill levgldirms at any given level of costs. In the
United Kingdom, Green et al. (2003) and Mason (2006nd a strong link between market
strategies for high-specification products — foample, focusing on high-value-added or
highly customized products/services — and high #k#els in the labour force. Also in the
United Kingdom, Kitchin and Blackburn (2002) iddigi a link in small enterprises
between the adoption of a strategic orientatiorirdéning and competing on non-price
factors. This suggests that those companies congpe&th non-price factors are also
operating in high-specification-product markets. wdwger, this variable of high-
specification/low-specification product strategissdifficult to operationalize in surveys,
and few studies have investigated it.

A more indirect link has been found in studies txeamined the impact of industry
type. In these studies, as would be expected, copan industries such as petroleum and
advanced engineering have higher skill levels ttherse in textiles, hotels, catering and
retail (Crouch et al., 1999; Felstead et al., 20@%) one level this is obvious, if the
company is selling information technology (IT) puots to major businesses or legal
services to the general public, for example, thewegally have to be staffed by graduates
with the relevant knowledge and skills. Howeverthiéy are selling cleaning services or
employing check-out staff or shelf-fillers, theynoaperate with staff who have only a basic
education. This reinforces the suggestion thatidliels of skill required by a company is
closely linked to the type of product/service ilser delivers.

Although there have been few studies on the detemts of skill levels, there has
been a plethora of studies seeking to identifyféladors that influence the level of training
undertaken by companies. This is not surprisingabge this has been a major concern of
governments. As the frequency and duration of immgins linked to the skill levels of
employees (firms with higher levels of skill typllgahaving higher levels of training), we
can take the frequency and duration of trainingndscative of higher skill levels. Such
studies have been conducted in a range of couraneégsheir findings tend to point in the
same direction: they all identify technological amorkplace changes as the most important
factors in creating the demand for training in gmiees. In Australia, for instance, this was
acknowledged by the work of Smith and Hayton (192%) subsequently by Ridoutt et al.
(2002).

Of course, the term “workplace change” is broad aaders a number of separate
items. However, subsequent studies have foundstict change is generally triggered by
two main forces, namely new technologies and prisdand organizational change (Smith
et al., 2002). New technology can create a demandrdining in two ways: through the
requirement for new or modified skills within anigtihg production system, or through the
business strategy, where technological change tdunced to stay ahead of the
competition in dynamic markets. In the first instanthe impact on skills may be as small
as one-off training interventions that are suffitieo embed new skills in the staff. In the
second situation, however, the demand for newss&ifid learning may be more extensive
and continuous (Kitchin and Blackburn, 2002). la tase of new production processes, the
training implications can be very substantial beeathey may involve disseminating new
skills throughout the organization (Smith and Hayt999), as the following case study
illustrates (Box 1).



Organizational change in both small and large cangzahas been found to have an
all-pervasive impact on the demand for training.isTis because changes such as
downsizing, the introduction of new managementedéalization, team working, mergers,
work design and so on are major and likely to afferge proportions of the labour force.
Such changes frequently require all employees doisz new skills or knowledge in order
to adapt. All the studies we have cited previowstknowledge the importance of such
organizational change as a primary driver of traghias did the Betcherman et al. (1998)
study in Canada. The latter also attributed theoéhiction of new working/management
practices — for example, high-performance workingcpces — as a factor contributing to
organizational change. In a similar manner, Smitd &layton (1999) reported that the
introduction of Total Quality Management (TQM) pramimes had a significant impact. In
later work, Smith et al. (2002) identified a seregsnew management practices as one of
the most important determinants of the degreeavhitrg undertaken by companies; these
include TQM, team working and continuous improvetnen

The important point about these findings is thaytkome from different countries,
with researchers using different methodologies @petating independently of each other.
This suggests that the major demand for training enhanced learning in firms is a
derived demand, or one that emanates from thelmimess strategy. Furthermore, these
studies suggest that it is the product market @inmss strategy of the company and the
way in which it is operationalized through the arigation of production factors that are
crucial in determining the levels of skill that cpamies need (Ashton and Sung, 2006).
This is difficult to illustrate with quantitativeesearch studies and is best approached
through case studies. The following two case stu@id®xes 1 and 2) are used to explain
the ways in which these factors influence the kewélskill that employers require.

Our first case study involves a mobile car-cleartogipany providing services in a
local market. The process of production requires-d&illed workers to clean cars on
customers’ premises. This is a very simple procéggoduction, controlled by the owner
and executed by employees with relatively low-leskglls. However, even here the owner
has sought to establish a competitive advantageighrthe quality of service his company
delivers. This, in turn, demands additional skittsm his employees, which he has taken
pains to develop. We highlight the way in whiclstbieates the demand for skills in Part 1
of the case study.



Case study 1. Low-value-added company - Mobile car cleaning (Part 1)

Box 1a:
The demand for skills in a local car-cleaning company

This company provides a mobile car-cleaning (valeting) service, although it has branched out
into cleaning boats and trains. The owner trained as a mechanic for a motor trade after finishing
high school and started the company when he spotted a gap in the market. He initially worked
from home, finding customers by knocking on his neighbours’ doors. After a year, he took on his
first employee and now employs 30 full-time workers. The labour required is largely unskilled, and
employees are recruited locally. Because it is unskilled work and needs little capital to set up,
there is a constant problem of employees leaving to work independently and taking customers
with them — a situation many small enterprises experience.

The owner has an office administrator, one part-time assistant and three senior staff who
have been with him over the years, who are very experienced in valeting and customer care and
whom he trusts to train new workers. Employees have their own van and are responsible for its
upkeep. The mobile nature means each employee goes to customers’ homes or offices to clean
their cars.

The owner acquired his knowledge of management and business through experience but
relies on his solicitor to advise on employment contracts. As well as managing the company, the
owner constantly handles the customers, suppliers and staff problems. The owner makes all
major decisions, although he is starting to delegate recruitment to the office manager. He finds
that he has too much to handle and little or no time to reflect on his business.

The skills required to work in this company are fairly basic. The owner has to recruit at the
lower end of the labour market to keep costs under control. As the task is to clean cars,
employees can acquire the skills quickly. However, to ensure the quality and distinction of his
service delivery, the owner set up a one-week training programme for new employees. This
training is done on-the-job with a more senior and experienced person working alongside the new
worker. The skills the employer looks for are the ability to sustain hard physical work, “common
sense”, a good work ethic and a willingness to help out. In addition, employees need to be good
with people and building relationships with customers, taking charge of their work and taking care
of company property, primarily the van that is assigned to them. To maintain the company image,
the owner insists that the employees keep their vans clean and well equipped. The owner also
looks for loyalty from his employees, but this is particularly hard when recruiting at the bottom of
the market and when there are lots of other jobs that require less hard work and pay better.

The office administrator received training in office skills via a formal course and the local
college sent a tutor to teach her IT skills while working on the job.

Given the business needs of this company and that the jobs remain the same, there is no
demonstrable need for further training. Thus training is only conducted when there is an
operational need, for example, when leaming about the use of new chemicals. Any additional
training would generate additional costs and reduce profit margins.

Source: Sung et al., 2000.

The quantitative studies previously cited also higtt the importance of changes in
the business strategy and in the organization ofiymtion as factors responsible for
generating new demands for skills. Part 2 of thisaeaning case study demonstrates how
this works in practice in a small company and whatbarriers are to increasing skill levels
in this type of business.



Case study 1. Low-value-added company - Mobile car cleaning (Part 2)

Box 1b:
Expanding the business and the demand for new skills

If the owner were content to keep the business at the current operating level, there would be
no need for his workers to learn additional skills. However, he would like to expand his business
into other regions of the country. He is aware that this would require new management skills on his
part, but he is not sure where to get appropriate help and advice. He does not have a business plan
because he is unsure how to put one together. Nor does he want to create one because he fears
the bank may use it against him if he fails to meet his targets. And as he is already working a 12-
hour day, he does not have the time to get business procedures in place.

The owner has relied on his own initiative to tackle his immediate worries, which entail
maintaining customer satisfaction and keeping his staff motivated while improving efficiency. To
reduce staff turnover and enhance their commitment to the company, the owner introduced a profit-
sharing scheme, provided perks for the most loyal of his staff and increased the flow of business
information to all workers. Although he thinks the workers are aware of the company’s problems, he
does not sense they are interested in helping to solve them. To increase efficiency, he tried to
reorganize the production process by introducing new practices, such as team working. However,
these initiatives floundered because he found it difficult to address the staff as a group and felt that
he was “being put on trial”. Adopting new work practices would have required the staff to learn new
skills.

This is a company in which the owner can see the need to increase his skills but for a variety
of reasons has not been able to do so. This scenario suggests areas where policy interventions
could be effective.

Source: Sung et al., 2000.

The second case study focuses on a company prgducamsformers for an
international market, which requires a higher lesfeskills among its labour force. It also
illustrates the points made in the quantitativeréiture, namely that participation in global
markets can generate demand for continuous orgamah change through the operation
of new management practices. In turn, this furtilereases the demand for learning,
thereby enhancing skill levels. This case studyides the opportunity to trace, in a more
precise manner, just how these broader market ymessgor variables, as identified in the
gquantitative literature) generate the demand fgapizational and technical change, which

generates the (derived) demand for higher-levélsski



Case study 2. High-value-added company - Manufacturing transformers

Box 2:
The demand for skills in a transformer manufacturer

As part of a larger group that operates in international markets, this Thai company makes
transformers used in producing electricity. The company has 166 employees, consisting of nine
managers, 29 supervisors and 128 operators. The technology involved is capital intensive. Unlike
the car-cleaning company, this type of production system requires that the majority of manual
workers have intermediate-level technical skills, while the supervisors and managers need to have
higher education and proven management skills. The company needs to recruit only a few low-
skilled workers having only a secondary education.

The need to compete in international markets required the company to achieve the ISO 9001
standard. This meant that employees had to acquire new skills in computing to manage the
processes involved and led to their participation in courses on ISO maintenance system
management as well as a course on manufacturing process control in accordance with the ISO
9000 standards.

The ever-increasing demands of customers, in terms of specification standards and product
quality, stimulated a series of changes to the production process. This included more automation,
which led to a decline in the number of staff but a demand for increased skills of remaining
employees. One response to this has been for the company to enhance its stock of skills by
recruiting more qualified staff and to increase its investment in training.

To maximize its gains from the automation, the company introduced organizational changes.
New operating procedures were required to control the production process. This required the
operators take part in a one-week course on operating reviews and a series of short in-company
courses for them to acquire the skills required to implement the reviews effectively. These new
procedures also required better communication skills among staff, which resulted in employees
attending a course on telephone use. The introduction of the Internet led to another course on
Internet auditing.

New materials were introduced to meet customer demands and further training was required to
handle these. The demand for higher levels of quality in the company’s products led to a three-day
course on the quality processes of the company and a one-day course on the meaning of quality.
Additional courses were introduced on data organization and the planning of maintenance costs
and energy conservation.

The combination of technical and organizational change demanded even greater need for new
skills among the supervisors. In addition to training courses on the quality system, they participated
in courses on security, production planning and control, purchasing, the new quality-control tools,
improving work efficiency, command and assignment techniques and TQM for management. These
were mostly externally provided. Here the same drivers of training needs as for the operators were
at work, except the supervisors were expected to develop more in-depth knowledge of the issues
and acquire the knowledge and techniques required for management.

For the managers, there was extensive training in quality systems, safety, TQM and costing,
most of which were formal courses provided externally. The company was especially keen to
develop its managers’ planning and general management skills.

Source: Ashton and Riordan, 1999.

These two case studies illustrate an obvious pai@ut how the product market
strategy, or the difference between selling clegquservices and selling transformers,
demands very different skill levels. However, thalgo show how technological and
organizational changes drive up the demand foissks employers attempt to sustain or
improve their position in a market. And they unders how the demand for higher skills
does not automatically mean that they are acquiasdin the case of the car-cleaning

company.



One remaining issue that needs to be addresséikisdction is whether the size of
the enterprise matters in determining the impadhete factors on the skill levels of the
enterprise. The evidence from studies of traininggdfiencies and duration of formal
training episodes suggest that it does. Howevemwashow in the next section, formal
training of the type used in most of these studessls to underestimate the level of
learning and skill development that takes placenmall enterprises. Indeed, recent work
that attempts to capture some of this informal | sllidvelopment, by extending the
definition of what constitutes training, suggestattwhen informal learning is included,
small firms invest just as much in “training” asdar firms do.

When we factor in the finding that the impact aftteology and organizational change
is just as significant in small firms as it is iarde firms in generating higher levels of
learning and training (Kitchin and Blackburn, 20&2nith and Hayton, 1999; Ridoutt et al.,
2002), we have a substantial body of evidence ppati the contention that siper sehas
little impact on thdevels of skillformation that takes place in enterprises. Thidlifig is
reflected in the work of Smith et al. (2002), wHeoafound that when a range of training
activities was included, size was not a signifidactor in determining training levels.

There are of course a number of other factorsithpact the levels of skill needed or
achieved in different companies. Franchise arramgésncan increase the skill levels in a
business because the company granting the franasires certain standards to be met.
Equally, the national system of vocational educatimd training can have an impact
(Ashton and Green, 1996; Brown et al., 2001). Faamgple, in comparison to other
countries, the German apprenticeship system raikeslevel of skills in German
enterprises. However, the point we want to make rethat within Germany, as well as in
other countries, the factors that drive skill levere the same in small enterprises as in
MLEs. In general, small companies may exhibit lovexels of skill, but this is because
more of them operate in low-value-added productketar and are less exposed to
technological and organizational change. It is thusyth that size has an “independent”
effect that prompts small firms to underinvestmpioving the skills of their labour force.

Recent research also shows that workers’ experiehdearning a job task is very
different in companies that require high-level Iskirom those that need minimal skills.
Where the company only requires the employee tdoper routine tasks, such as
monitoring the quality of peas that pass alongassembly line or washing cars, then the
quality of the learning is restricted to the penfance of very limited tasks. These tasks
make few demands on the cognitive capacities ofl@yeps. The job can be learned within
a matter of minutes or hours and the employee itsexpected to contribute to the
performance of the company other than by perforraitighited set of tasks.

Where companies demand higher levels of skill antbe employees, learning takes
on a very different form. The learning demanded I'Df specialists, managers and
technicians has to enable them to resolve commeknical and production problems,
which requires the application of professional awtkentific knowledge. They need to
understand the details of the production procdms part they play in it, keep up to date
with developments in relevant knowledge and shafermation with colleagues and
others. Here preparatory learning for the job @@ tyears, as in the case of the medical
profession. Indeed, the demands of the job meahn filmther learning is essential
throughout the individual's career. Researchershsas Koike and Inoki (1990)
conceptualize this process as “learning in breadthis learning involves a range of issues
within an organization or profession and includegugring an in-depth understanding, such
as the underpinning theoretical knowledge necedsamaster the appropriate skills. Other
researchers seeking to highlight the differenceshese learning environments use the
terms “restrictive” to denote learning opporturstia companies that offer unskilled work
and “expansive” to denote opportunities in thosat thffer more challenging learning
environments (Unwin and Fuller, 2004).



From a policy point of view, such academic labals aseful in that they help to
emphasize the very different opportunities for i@y and training that various workplaces
offer. Some present little or no opportunity to elep intellectual capabilities, while others
offer excellent opportunities for what is now reést to as “lifelong learning” (Ashton,
2004). However, the key message from this sectidhat the size of an establishment does
not necessarily restrict the experience of learnamgl the opportunities offered. For
example, think of a comparison between the gemeealical practitioner running a practice
with four employees, on one hand, and an employearoassembly line in a fast-food
factory that employs more than a thousand employbsch environment extends greater
learning opportunities?

3. Learning and training in micro and small
enterprises (MSESs)

If size is not a factor leading to an underinvestia skills formation, why has this
perception come about? The answer to this quessioto be found in our failure to
understand the distinctive features of learningtaaiding in small companies.

Only recently have researchers started to reveal different the process of skills
formation is in MSEs from that which occurs in MLHEs essence, learning and training in
MSEs is characterized by the informality and tHeatance of owners and managers to use
formal training courses. Given two companies, cmgd and the other small but both
operating in the same product market with simitarhhology, the levels of skill required
by employees will be the same. However, the maimehich these skills are acquired will
be very different. In this section we concentratetite experience of the MSEs to explain
this.

To understand why the differences occur, we must fiook at the business
environment of the small enterprises and theneatttaracteristics of the relationships we
find within them. We can then explore in greatetadehow these factors generate a
different kind of skills formation process.

3.1 The business environment of MSEs

Our everyday approach to thinking about businesttensatends to be influenced by
the perspective of larger organizations. In theggdacompany, budgets and the daily
interaction and relationships tend to be conditibbg what some have referred to as the
“silo mentality” (Gemmell, 2003). Resources ar®edited to departments and, while heads
of these have to be concerned about the performainiteir department, they do not have
to worry from where the next week’s or month’s imsowill come. That is the realm of the
finance department and the managing director/adwetcutive. Likewise, recruitment and
skills formation issues are the domain of the humemources or personnel department. The
main concern for individual department heads istmgetheir own targets and keeping
their particular section running smoothly.

However, the situation is different in the MSEsr Bte owner of a micro-enterprise,
the dominant concern is securing the income arahfiial resources necessary to continue
the day-to-day operation. The small number of eyg¥s, between one and ten, means that
there are no major managerial worries. Small erigge with more than ten employees
have this same immediate financial concern, but #igo have to ensure the continuity of
necessary skills within the company to sustain wutd@hey have more managerial
problems, but these can be handled in terms ofydagrinterpersonal relationships. In
addition, and depending on the market within whilsey operate, they may have to be
aware of the regulatory environment. The mentalitghe entrepreneur is thus dominated
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by these day-to-day issues of generating incomefiaadcial resources, of managing staff
and complying with regulations.

The concern with the immediate day-to-day issueslbag been recognized in the
general literature, which has highlighted that $enaénterprises face relatively greater
difficulties in accessing finance support and ofpegain an intensely competitive
environment and often with small margins (OECD, @90 The problems confronting them
in the immediate business environment is one o¥igair performance and achieving
growth. The daily problem is securing continuityin€ome, cash flow and customers to
ensure that salaries and fixed costs are covereid. fEature of the operation of small
enterprises is further aggravated by their shameéthorizons”. Most small enterprises do
not have significant reserves to carry them throufjhis means that they encounter a
constant series of threats, from customers who téaipay their invoices on time, to
increased competition of new firms, to local plasnand legislators who may change
regulations. Moreover, in the age of global comnjmetj entry to the product market may no
longer be restricted or protected by national bamed. Small enterprises that function as
subcontractors are often subject to global comipatitin view of this, it is not surprising
that small enterprises are characterized by a popation with immediate concerns and
the demands of the “here and now”.

This high level of uncertainty that owners of MSIe& with has provoked much
theoretical debate (Westhead and Storey, 1997; anitl Stewart, 2000). Westhead and
Storey, in particular, introduced the idea that th&ative attention between “internal”
uncertainty and “external” uncertainty is the méaator conditioning and differentiating
the behaviour of enterprises. They argue that ihallssize of small enterprises makes it
relatively easy for the owners/managers to managiernal matters, such as
communication, resolving organizational issuestirgptup effective procedures, getting
feedback and monitoring progress. However, beingllsalso means that the organization
is not able to control market factors. This leatresn subject to greater changes as a result
of competition as well as the “external” uncertgirissociated with such competition.
Huang and Brown (1999) found that market/competittonditions presented, by far, the
biggest problem to such enterprises in Austral@4er cent of respondents compared
with 15.3 per cent reporting problems concerningném resource management). In
contrast, large enterprises, due to their largee,scomplexity and greater ability to
influence the market, are frequently preoccupiedhwhe problems of getting their
“internal” systems working smoothly among differectnstituent divisions, including
maintaining their internal communication, monitgyirprocedures and standards. It is in
this sense that “internal” uncertainty is relativgreater in the case of larger enterprises
and dominates the mentality of the manager indtgel enterprise.

The different relative weights attached to “intdtrend “external” uncertainty helps
to explain the much shorter time horizon in smalleeprises than in larger enterprises.
Storey (1994) argues that the inability to conerternal uncertainty means that smaller
enterprises tend to concern themselves more wéthegs such as cash flow, meeting the
immediate demand of regular customers and the @agy production/service issues. This
leads small enterprises to resort to “short-terrhigmd strategies that are essentially
reactive in nature (Hill and Stewart, 2000).

Such strategies have major implications for trajramd development issues in small
enterprises. In the circumstances confronting smaterprises, systematic training and
development are not a high priority for owners (lan, 1999). Indeed, for some they may
be irrelevant. Sung et al. (2000) found that fortnaihing and development were at times
not only seen as irrelevant by employers, partitplsm times of crisis and survival, but
that employees, whose jobs were at risk, had littlerest in training activities.

Storey (1994) further argues that external cergaintates two opposing forces within
small enterprises when it comes to training antlsskiatters. On the one hand, external
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uncertainty may push small enterprises to become midling to adapt to change because
they simply have no choice. Change could occueahnology, but it could also occur in
other areas such as output (products and senacesprganizational issues. In this case,
training can be important. However, this could dbgoa double-edged sword in that such
an environment will add to the pressure for shemrism because change may be just
round the corner and long-term planning may beidensd wasteful.

The other feature that characterizes relationshipsmall enterprises and which is
directly linked with the size of these enterpriggshe informality of relationships within
the company. Micro-enterprises are very small orgdions that generally revolve around
relationships between employees and the owner.eThes almost always informal in
character. Once the number of employees has ireddasyond ten, then, while it is still
possible to handle relationships with a high degreénformality, there are increasing
pressures to formalize relationships. Thus, eveallsemterprises tend to have different
characteristics than micro-enterprises.

As these enterprises grow in size, we start totlseeemergence of more formality,
although this is still somewhat limited. Howeveg far as we can tell from existing
research, the big break in terms of organizatioclsracteristics takes place when
organizations move beyond approximately 30-50 eyegls’ In a micro-enterprise,
relationships can be handled on the basis of irdbamderstandings, much as they are
within families. Indeed, in some cases, the eniggprare synonymous with the family. The
owner/manager will be in a position to know all @taff. There is little need for formal
rules or regulations because the employees carysilalgeck any unknown item with the
owner/manager. Work roles are multifaceted in &zath person, both employee and owner,
will have to undertake a number of activities thata larger organization, would be the
domain of specialist individuals. Skills are traarséd and learning needs assessed in the
course of everyday interaction without the needidomal procedures, providing that there
is a relationship of trust and that the owner pgeseworkplace learning as important for
the successful execution of the business strategy.

As organizations grow and the numbers employed nfimre ten to twenty or thirty,
it becomes increasingly difficult for the owner/rager to maintain personal relationships
with all the staff. The assumptions and rules tiraderpinned relationships in the micro
organization have to be made explicit and formdlite ensure that everyone understands
them. After a point, managers no longer know eveeywith sufficient detail and hence
need to develop formal procedures. Atkinson andddefl994) note that, at this point, the
delegation of general decision making increasesiastitutionalized practices replace ad
hoc processes for recruitment, performance, ndgoii® working practices, training and
discipline. Later in Australia, Ridoutt et al. (Z)0found that the size of organizations in
their sample, which included small (they definedlak® employees), medium (20-99) and
large (100+), was positively related to what theyled “formalization”, or the extent to
which training opportunities are structured andleated and whether the organization has
personnel responsible for training and is a reggsitéraining provider.

5 There can be no exact point at which this breatuscbecause the conditions that lead to the
introduction of greater formality may differ betwemdustries and countries. In developing societies
and in certain types of industries, it may be puesio sustain the almost exclusive use of informal
relationships to manage much larger numbers of Ipettyan in older industrial countries where

wider institutional constraints require the intratan of formal rules and regulations, even in the
management of small numbers of employees.

® The way in which the owner/manager perceivessskitmation is largely a function of the type of
product market they are in. If, for example, thempany produces low-value-added goods or
services, then skills formation is less importamart it is in more knowledge-intensive product
markets.
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This process of change has been observed by a nwhhgiters who found that as
organizational size increases, new managementgmsbtievelop and are resolved through
the use of formal procedures. These are discussetwbie detail in Section 4, where we
consider MLEs. The important point here is thas flrmality contrasts with the focus on
the “here and now” and the informality of relatibipgs that generate the distinctive features
of training and learning in MSEs.

3.2 The distinctive learning and training needs of
small enterprises

Two of the major features of skills formation inaienterprises are: 1) the reliance
on informal processes of learning; and 2) the swyiset reluctance to use formal training
courses. We deal first with the reluctance to usendél training courses, which is often
perceived by smaller enterprises as a significactbf that pushes up operating costs.

The costs of formal training and development activities

Research from around the globe finds that smaé#irprises are characterized by very
low levels of formal training. Generally speakirige smaller the firm the less use they
make of formal training courses. For example, nesem the United Kingdom has shown
that 36 per cent of firms with less than 25 empésy@rovide off-the-job training for
employees, compared to 79 per cent of firms with485employees and 92 per cent of
firms with more than 200 employees (Skills Taskdegr2000). Similar patterns can be
observed in all societies, whether they are of dkder industrial type or developing
economies.

One of the main reasons for this is that the cbstsing formal training courses is
much greater for small enterprises than it is fawBd. This is because they encounter much
higher marginal costs (Betcherman et al., 1997;tiéesl and Storey, 1997). If a large firm
provides a training programme for its office stafich as in information technology, it may
have hundreds of office workers to train and th&t of the course is offset against the total
number of trainees. The marginal cost of puttingeaima person through it is very small.
For a small enterprise with ten employees andqust office worker, however, the whole
cost of setting up and designing the course woalda o be offset against one person. This
can make the cost of formal training courses piitiae

Also, and of even greater importance, there isdbst of disruption involved in
sending a person to a formal course. This is oftemajor factor in a micro-enterprise
where, in order to send an office manager to asguhe owner may have to close down
their office for the duration of that person’s tiaig. The cost in terms of disruption and
loss of business would be substantial. In the cAsemanufacturing company, the loss of
one out of three production workers for a few digythe equivalent of losing a third of the
output of the enterprise, or in some cases noigbalte to operate at all. The costs of such
disruption are frequently regarded by many owneaiségers of small enterprises as far
more serious than the actual cost of the course.

In addition, formal courses tend to be either tpecgalized or too general for the
needs of small enterprises (Sung et al., 2000 Tray sound contradictory and requires
some explanation: formal courses may be too geriardhat they deal with general
principles of, say, marketing, which may be vergfukfor staff in a marketing department.
However, the small enterprise owner/manager regjuigdp in establishing how they can
expand the market in car cleaning, garments oilindriinstruction. Training courses that
deal in general principles are seen as far toorgemmd remote from what is needed,
namely, specific advice and help to deal with yangctical concerns.
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On the other hand, formal courses may be too dpsmiain that they provide
knowledge and skills in a particular work role, Isw&s training needs analysis. In the case
of a small staff of four or five employees, an @ladte training needs analysis is wasteful. It
is often more effective if the owner/manager simialiks to each employee individually
about their learning needs.

Many training courses assume that the person beanged is in a specialized work
role. In one case study (Sung et al., 2000), thearehers found that while the courses
offered in the bakery trade were geared to baldtiger than business and were structured
around more traditional methods of working, theibgkndustry had developed to become
more entrepreneurial in order to survive. As slielsiness skills were seen as essential, not
supplementary. Indeed, specialization is seldomctse in most small enterprises where
the managers and many employees are multi-skilélceapected to work across a range of
tasks.

In view of all of these considerations, the enteggurs in small enterprises often
argue that training courses need to be tailoretthéd needs. The downside is that tailor-
made training can be prohibitively expensive.

There is evidence that many owners of small enisaprare reluctant to send
employees on training courses because they fegrahee employees have completed the
course, they will leave. This is especially theec#sthe course leads to some form of
recognized qualification (Coleman and Keep, 2001).

This is not to say that all formal training courses irrelevant to small enterprises. In
fact, one of the most important sources of knowdeddfpout skills upgrading for small
enterprises comes from the formal (and informalining provided by equipment suppliers.
As companies acquire new equipment, suppliers aftganize formal training for those
employees who are to use the equipment. Anotheoritapt use of formal courses is in
training the owners/managers of small enterprisesitathe regulatory requirements for
their business. However, the use of such formalitrg is very restricted.

The real significance of formal training for smahterprises may well be more
indirect. Formal training provides many entrepresewith the confidence and technical
knowledge required to start their own business. Wiawners of small enterprises first
acquire their knowledge of the industry throughirthiitial training. We saw in the
previous section that the owner of the car-cleacimgpany trained as a mechanic in the
motor industry before moving into car cleaning.clompanies that operate in industries
based on technical skills, such as the variousdhesof textiles and engineering, many of
the entrepreneurs acquired the requisite technkabwledge during an earlier
apprenticeship. For example, many of the ownetsxdfle small enterprises in Hong Kong
SAR, China, obtained their skills from the largempanies set up in Hong Kong in the
1960s and subsequently set up their own small bssinn the field of engineering, many
of those who set up as a small enterprise initiatiguired their technical skills through the
apprenticeship route. Likewise, in South Africamso73 per cent of those who became
self-employed, or set up a micro or small busind&bsso because they had formal sector
experience and saw an opportunity (Bird, 2002).

It is key to remember that the lack of formal traghin small enterprises does not
mean that learning is absent. In reality, a gresdl @f learning takes place, but it is
essentially informal in nature (Brown et al., 20@®yle and Hughes, 2004; Hughes et al.,
2002; Kitchin and Blackburn, 2002; Ridoutt et 2002; Sung et al., 2000). To understand
the distinctive features of small enterprises is tlespect, we need once again to consider
the problem of people development from the perspedf the owners/managers of small
enterprises.
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In larger enterprises, managers and employees anbave specialized and well-
defined work roles and their behaviour is oftenegoed by formal procedures. When it
comes to training, managers and/or employees déhtify training needs that are then
examined by training specialists who search forgmate courses. If none are available,
courses are designed specifically to develop therompiate skills. These courses are
usually off-the-job and very often in specialistiting departments.

This is not the case in small enterprises whenetage few formally defined roles and
where specialized trainers are rarely employed. wdl, small enterprises have no
provision for attending formal courses within th@egprise. Indeed, most of them do not
even formalize training prospects through instrutmesuch as training budgets, training
plans or training policies (Sung et al., 2000).

The fact that small enterprises send fewer stafffmmal courses is sometimes
thought to indicate that they have less concernvorker development because they use
less skilled labour. As we have seen, the readitynore complex than this. First, not all
small enterprises employ low-skilled labour. Mamyptoy highly skilled labour, such as in
medical and dental practices and specialist IT igderyg. The fact that there is a low level of
skill development in some small enterprises isitsalif a distinctive characteristic of their
activities. Many larger organizations also emplow-skilled labour. Second, the absence
of formal courses does not mean that the developofemorkers is necessarily neglected.
What is distinctive about learning in small entesgs is not the absence of learning but
rather the way in which skills are acquired andrangpecifically, the extensive use of
informal learning.

Some researchers have questioned the use of infranaing because it suggests that
the training is unstructured (Tillaart et al., 1898998b). However, their observations of
the learning process in MSEs revealed that whilmesanformal learning is certainly
unstructured, some is also structured. What thesearchers see as the defining
characteristics of learning in these enterprisélasit is incidental and occurs by using the
ad hoc possibilities available within the normallyavork. Learning is thus a part of the
usual daily work, and different methods are useddoordance with the demands of the
workplace and experience of the worker. Sometirhesincidental learning will involve
formal as well as informal methods; sometimes itsisuctured, and at other times
unstructured.

This suggests that the categories we use to dideassing and training in large
organizations fails to capture the realities of i small enterprises. However, as the term
“informal” is commonly employed in the literatunege stay with it while noting that at a
more fundamental level this learning is rootedhia tealities of the workplace and takes
place incidentally in the process of producing goadd services.

In this context, informal learning plays a cruciale in small enterprises, both in
transmitting job-specific skills and also in maintag the culture and ongoing viability of
the organization. Many researchers have notedrti@at role of this informal learning: in
Australia, Hayton et al. (1996, p. 66) found thatathing in small business is often
subsumed under other activities that are not comhymmrtognized as training”. Field
(1998) similarly notes that there are a numberratfces in small businesses that may not
be counted by the owners/managers as trainingrbutrgoortant in transmitting skills and
information. In the United Kingdom, Kitchin and Bkburn (2002), in their survey report
of more than 1,000 businesses with fewer than Sl@rees, note that:

" This is part of a much wider debate in the literaton the nature of learning at work; see Ashton
(2004) and Fuller et al. (2003).
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Initially, respondents often claimed that they pded no training or were apologetic
about the training they did provide because ofiftf®rmal, on-the-job character. Such
practices were often not defined initially as tmaghas they were an integral part of customary
working routines. These practices contrast shasitly more formal practices which were felt
to be ‘proper training’ (Kitchin and Blackburn, Z0®.ix).

In an ILO study in Thailand (Ashton and Riordan99f employers reported that
80 per cent of learning among their operators waeugh informal means. It is not
surprising that the primary means for acquiringliskin small enterprises is through
working with other employees. There are a varidtways in which companies with some
commitment to skills development and organizaticuedcess have developed the informal
approach, some of which are detailed in Box 3a.

Box 3a:
Ways of learning in small enterprises

1. Working alongside a skilled employee for a period of time, observing their activities and then gradually
taking over the job, with the skilled worker providing advice and guidance, until such time as the new
worker is considered proficient. This is variously referred to as “sitting-by-Nellie” in the United Kingdom;
“over-the-shoulder” learning in South Africa; or hands-on training elsewhere. The senior worker usually
continues to monitor the trainee and further training is given if they fail to meet the standard of
competency required by the owner/manager.

2. Working through learning packages and experimenting through trial and error until the new skills are
acquired.

3. Using one worker who trains in a new skill and passes on, or cascades, the skills down to their
colleagues, a variant of the “key worker” approach used by many large enterprises. This is sometimes
used when new equipment is introduced and the person sent to install it trains one employee, who then
trains their colleagues. This can be an important means to achieve improvements in product quality.

4.  Rotating workers between jobs to ensure that they are multi-skilled and can then step in and take over a
colleague’s job in their absence.

5. Designating one employee to whom the others can go to for advice; in some cases these are designated
as informal mentors.

6.  Using informal seminars where more skilled workers, suppliers or outside specialists provide advice,
information or instruction to groups of employees in the workplace.information or instruction to groups of
employees in the workplace.

The use of “key workers” is not just confined tarfal sector enterprises. In rural
China, for example, ILO staff observed this apphoand then built upon it for a regional
project (Box 3b).
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Box 3b:
Community-based training (CBT) model for Chinese farmers

An ILO survey in 1998, designed to examine the problems in the rural labour force, revealed
that job creation and farmers’ micro-enterprise, income-generating activities were often restricted
because of a shortage of capital and a lack of technical skills, particularly in areas calling for non-
traditional skills. They also lacked innovative ideas, business and marketing skills as well as
management and bookkeeping knowledge. The findings were supported by responses from
farmers in Gansu and Jiangxi provinces who were interviewed by ILO project staff. During the
interviews, the farmers stated that if they were able to generate an adequate income locally, they
would not move to urban areas.

In response to these issues, the ILO introduced its community-based training (CBT) model for
a trial period. Initial follow-up of pilot training programmes in Xingtang county, Hebei province,
produced indications that the CBT model had been a success. A key feature of the Chinese
version of CBT was the use of “key workers” from within or from nearby districts to train other
workers. Farmers were happy with the outcome of CBT training activities, and government officers
considered it effective. The CBT was initially adapted to local conditions and requirements during
the pilot training programmes; China’s Institute for Labour Studies conducted further action
research in Min county in Gansu province. This work culminated in the development of a unique
Chinese version of CBT.

Source: ILO, 1999b.

Research from the employees’ perspective that timedean Centre for Development
of Vocational Training conducted in Europe indicatlat the methods used vary between
sectors (Tillaart et al., 1998a, 1998b). In thentimg and car repair industries, the most
common form of incidental learning entailed empkegeolving problems themselves and
with colleagues. In the print industry, this wand®pecifically by asking for help from an
experienced colleague, direct employee participagiod working with the boss. In the car
repair industry, this involved learning through jaitation and learning alongside the boss
or an experienced mechanic.

The focus on incidental learning helps root thecpss of learning in the everyday
realities of the workplace. However, we must alsmember that the effectiveness of the
methods may depend in part on the role and experiehthe employee. For instance, an
apprentice in one case study found that learnioghfan experienced worker was most
effective. This is understandable given the apjrelst low level of knowledge. However,
for the foreman, who already knew the trade, legriy asking for help or advice from
suppliers was a good method, presumably becausentds an important source of new
knowledge (Tillaart et al., 1998a). These informoalincidental methods may be more
important in micro-enterprises where formal tragnis less frequently available, for the
reasons we have discussed.

From the employee’s perspective, the effectiveradsthe incidental learning that
takes place in micro-enterprises also varies from industry to another, depending on the
characteristics of the work situation and the presiexperience of the employee (Tillaart
et al.,, 1998a, 1998b). In the print industry, empls found that learning by using
handbooks, solving problems with colleagues, askimgadvice from an experienced
colleague and direct employee participation weke rifost effective. Whereas in the car
repair industry, the most effective ways of leagninere by doing non-routine repairs,
working with a growing degree of difficulty, askifigr help from an experienced mechanic
and through explanations given by experts.

As for ineffective ways of learning, these alsoiedrconsiderably between industries.

For example, in the print industry, learning byadlwement in management and from the
experiences of clients/users of products was seéneffective. In the car repair industry,
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the use of handbooks and manuals and learning $tgupliers’ instructions were seen as
the most ineffective.

A study in India revealed that informal learningaag auto mechanics enabled them
to develop high levels of innovation as they stitadgvith the limited facilities and tools
that were available (Barber, 2004). These mechamice also found to develop high levels
of tacit knowledge skills, or a “mechanic’s feeThese skills were essential to the success
of most of the jobs in the garage. This type obinfal apprenticeship exists in many parts
of South Asia and is known as the “urstard-shafjimaster-trainee) system. The relation
between master and trainee is quite different ftbat in formal sector training systems.
Nevertheless, its unstructured, flexible and hassharacter has made it very useful in
developing workplace skills over many years (ILO98).

Apart from these activities, which can be desiga&s informal training, small
enterprises also undertake other activities thatritute significantly to the process of
skills formation but which may not be perceivedsash by the owners/managers. These
include participating in staff meetings and projegefings, contributions to project work
and association with other organizations. Stafftinge are an important means through
which information on the business and its curramtgymance is transmitted to employees,
as are informal meetings in micro-enterprises. éthsmeetings, work-related problems
may be discussed and possible solutions suggeé3temburse, not all owners/managers are
willing to share all of the information they posseparticularly financial information. But
such meetings and day-to-day contacts are a cnmeiahs for employees to learn about the
state of the business and the solutions to busipedsems. These are just some of the
many ways in which skills are transmitted inforngallithin the organization (Ashton and
Riordan, 1999; Sung et al., 2000).

There are two main advantages to using this infosystem.

First, it enables the process of learning to bdiged to those skills that are essential
for individual and organizational performance. lexrgnterprises always grapple with the
problem that much of the information/knowledge amahy of the skills learned in formal
courses are not subsequently developed in or gaesf to the workplace. This may be
because the course occurred too early or too tateéht workers to practise their skills;
because many of the skills transmitted were natvesit for the job; or because line
managers did not allow the necessary time to g&ctke skills in the workplace and what
is not used is lost. Formal courses almost alwagsent this problem of “transfer”, which
is not an issue for small enterprises. In smakigmises, informal training in the workplace
means that workers learn when and what they nekaow.

This is not to deny that there are potential disatlvges involved in relying largely on
informal learning, such as employees picking up bhadwell as good habits. For that
reason, employers often use experienced and “reggehworkers to undertake informal
training. This type of informal training can alse bf varying quality. It may be confined to
merely showing the worker how to do a job or it nmyused to encourage reflection on
what has been learned and how that learning mayf béder benefit to the company and
individual. Informal skills acquisition is neithgood nor bad in itself; like formal training,
it depends on how it is used.

The second advantage of informal learning in smaterprises is that it provides an
important means of transmitting the company ethod eulture. Many small enterprise
owners/managers have problems with supervisiothegscannot be everywhere at once. In
these instances, they need to build the loyaltya@mmitment of employees to ensure that
the work is performed correctly and that employed® ownership of the job, as in both
the previous case studies. In some instances, evafieamall enterprises find that one way
to counter the lack of career development oppaiimialmost inevitably associated with
small enterprises, is to exploit the advantageéhefibformality of the organization to make
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it a pleasant place to work and so build up therndment of the staff to the company.
Indeed, it is only in recent years that researchdiscovered the significance of informal
learning in large enterprises, with researchersainwide range of countries now
investigating workplace learning (Felstead et a004; Engestrom, 2001; Eraut et al.,
2000).

While informal learning is ideally suited to thejugrements of small enterprises, there
are other disadvantages, particularly from the tpofirview of the employee. First, because
learning is specific to the enterprise, only preadtskills tend be acquired. There is usually
littte or no provision for off-the-job reflectionraraining in theoretical principles that
underpin these specific activities (Barber, 2004iis means that employees are denied the
opportunity to acquire skills in depth, plus théellectual skills that this requires. Allied to
this, the learning tends to be only partial. Foaraple, a person learning skills in a small
enterprise that is a subcontractor to a largemalsiseplant in the motor industry may find
their learning restricted to a narrow range of gggroduced by the company. Barber (2004)
found that the mechanics he studied in India h#étdity in adapting to new technology.
This type of learning and training is not accredlite terms of formal qualifications, so is
potentially less transferable to different kindseoterprises or larger organizations. These
skills thus do not carry a premium in the labourkedif the employee wishes to move to
another employer.

Given owner’s concerns that employees will leavihéy receive formal training and
given the small size of these enterprises whenetleelittle possibility of increasing the
employees’ skills by moving up within the compamyformal training has its place and
appeal. In developing countries, informal learnifay, instance, provides individuals who
have limited formal education an opportunity to w@og marketable skills (ibid.). A good
example of this informal learning was observed apal in the early 1990s (Riordan, 1992)
when a skilled but illiterate mechanic who operagednotorcycle repair workshop in
Kathmandu became very well known for his skillsré@pairing Japanese motorcycles. He
became so well known, in fact, that young men filodia would go to learn from him,
under the urstaad-shahgir informal apprenticesygpesn. Japanese motorcycles were just
starting to become popular in India at that timet, there was no formal training available
in their repair. So, despite his lack of formal eation, the illiterate Nepalese mechanic
became an important source of local skills develampm

As for the content of training in small enterprigégchin and Blackburn (2002) found
that for all types of employees, established and mecruits, there were discernable
similarities in the type of knowledge they valuéd. ranked working methods, health and
safety and product knowledge highly. This supptiveswork of Tillaart et al. (1998a) that
concluded the content of most training in smallegmises is concerned with day-to-day
operational issues necessary to ensure that engdqerform their jobs competently and
safely.

Formal training in small enterprises

As we have already noted, formal training is nomhoiggd altogether in small
enterprises. In the car repair industry, Tilladrale (1998a) found that formal courses were
offered by manufacturers to transmit specializeoMedge on new products to mechanics.
In the Netherlands, the owners of micro-enterprisgbe car industry received knowledge
of new technological developments and management & sector innovation and training
centre. Indeed, for owners of many small enterpriBamal courses and networks provide
an important source of new information on developt®ein the industry. In the
Netherlands, for instance, owners in the print siduparticipate in independent networks
through which they visit each other and discusseaaduate each other’s business and their
management practices (Tillaart et al., 1998b). Otlesearch has shown that of the
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professions — for example, accounting, dental agdl] those in small practices frequently
update their knowledge by participating in confeesand seminars (Brown et al., 2005).

The ILO runs the Expand Your Business ProgrammeB)EN association with public
and private sector training providers in developiogntries around the world. EYB is an
integrated business training and support packagerfall enterprises that have growth
objectives in mind. These small enterprises thaelgowth potential are called Growth-
Oriented Enterprises (GOEs). The EYB programmeiritefrated” because it provides a
number of interventions that are important to thewgh and expansion of businesses.
These are training and non-training interventidree target group is composed of growth-
oriented entrepreneurs of small enterprises. Thevthr orientation is the main selection
criteria and growth indicators need to be considleiee identify the target group (for
example, changes in asset base, turnover).

In the United Kingdom, Kitchin and Blackburn (20@8und that nearly half the small
enterprises in their sample (48 per cent) had aséelast one external training provider in
the previous year. These were usually sought wihemivner could not access the relevant
knowledge internally. However, seeking formal nasibvocational qualifications was not
seen as important in small enterprises, with ortlypdr cent reporting they had a staff
member working to obtain such a qualification. @a bther hand, 35.3 per cent of small
enterprise owners surveyed reported that they Isad gourses off their premises, away
from the workplace during working hours, althougbyt much preferred in-house training.
Courses outside the workplace were used more ftableshed staff who had been
employed with the firm for a number of years.

Owners preferred the use of external courses fr thwn training as they thought
that in-house training would be ineffective becailsy already saw themselves as the most
knowledgeable person within the enterprise. Howeweners frequently sought to develop
their knowledge of the market and innovations thgtotheir own informal networks or
through trade associations. In this sense, the @ivirdormal networks of colleagues in
their community or acquaintances in the local chermdf commerce or trade association
formed their “training department”. They were mékely to look to these trusted sources
for help with their business problems than to ctirsfticial agencies (Sung et al., 2000).

Other features of the training process in small
enterprises

There is more to the training function than jusé throcess of learning. In all
organizations, skill needs have to be identifiedyfgrmance formally or informally
assessed against standards, the process of ledwasntp be monitored and, if necessary,
corrective action taken. Here again, however, tleegss in small enterprises is different
from larger organizations. Ridoutt et al. (2002gwe that size may influence the
organization of training, including the extent tdhieh reliance is placed on external
providers and the degree to which the whole proisefsgmalized. But it is important to be
aware of the more informal manner in which thesecfions are carried out in small
enterprises.

In small enterprises, assessing skill needs onitrgineeds analysis is done in a
number of ways, with “observation” being the mostmonly used method. Employers
and managers often work in close contact with eyggs, and in the process, they can
observe how jobs are executed. Where they notiemtitens from set standards of work
practices, corrective action can be implementeds Tay well be in the form of a brief
discussion with the employee or, if appropriataining can be provided. If relationships
are more formal, then counselling may be provideti@ disciplinary action taken.

20



Other methods of assessing skills in small entsegriare through customer
complaints, poor product quality, failure to complevork within the standard time and
failure to achieve sales targets. In the hospjtadiéctor, inspections by franchisers are
sometimes carried out to monitor performance antthéu training provided if problems are
identified. In other instances, the introductiomefv equipment or techniques will make it
clear that training is required.

Evaluation is another area in which observatioimésmost common method used due
to the close interpersonal relations found in snasiterprises. Kitchin and Blackburn
(2002) note that most of the owners/managers iir #a&nple were able to observe the
impact of any training on the performance of théidual concerned, either in the way
they performed the job or in the output of work. &kéhindividuals performed the job more
competently and safely, employers defined the itngias a success. Interestingly, none of
the employers in their case studies attempted atuate any direct “bottom-line effect” as
a consequence of training. However, the majorithudiness owners were in no doubt that
training improved worker performance. When askedualthe benefits of training, one
employer stated:

Internal training is immediately apparent. The otgpare the people who are working
with us. Being a small company, there aren't arding places ... Internal training is very
apparent, very hands-on, very apparent to everybBgternal training, | suppose you could
say is not easy to judge (ibid., p. 39).

Thus, while most employers claimed not to evalueming in a formal manner, the
same employers did make some assessment of thdnesesf of particular training events.
The focus of the evaluation by the owners was eniithpact of training on the job, for
which they saw a direct benefit in terms of impmbyeerformance. For them, the link
between training and performance improvement wikegglent. They did not look for any
longer-term link between training and businessqrarnce.

As has been outlined here, learning and training 8ks is not lacking but occurs in a
less formalized manner due to a range of factarpatticular, we refer to the informality of
work processes and relationships, which makes rkale due to the small size of the
enterprise. This allows a direct relationship bemwewner/manager and employees, with
less formalized methods of identifying and deliagrtraining needs.

As noted, there are both advantages and disadwentagthe informal approach.
However, it is misleading to conclude that inforityaimeans a lack of investment in skills
development. Instead, as highlighted, the levelskifls required for the day-to-day
processes and production are the key drivers dis skevelopment and investment. This
now brings us to examine learning and training inBd, which this takes place in quite a
different way from that in MSEs.

4. Learning and training in medium-sized and
large enterprises (MLES)

As companies grow from small to medium size withrenthan 50 employees, they
become subject to a number of processes of chdmgefundamentally transform the
context within which learning and training take qdaWe therefore start this section by
outlining the impact of such growth on the orgatiora of the business. This is a crucial
period in the lifecycle of the company because,eoiichas been passed through, very
different conditions are created for the processkdfs formation. This makes learning and
training very different in the MLESs to that obseivend experienced in the MSEs.

A growing body of literature on the lifecycle otampany has demonstrated a certain
degree of predictability in its growth as it mothsough certain stages (Adizes, 1989). For
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example, Rutherford et al. (2003) found that tragnproblems were highest in the high-
growth lifecycle of small enterprises. In a studynmarketing in eight firms in the United
Kingdom and the United States, Hill et al. (200Dserved that in the early stages
owners/managers concentrated on producing goodtyypabducts and keen pricing. The
main problems they faced were funding for new eqpaipt, premises and staffing levels.
These problems eventually led to crisis, which tbenpanies resolved before resuming
growth. As they moved from being small to mediuzesithese companies experienced a
lack of general management skills — one of theofacthat they identified as leading to
crisis (ibid.).

We saw something of this in the previous sectionfifns grow in size from micro or
small to medium-sized and large enterprises, batheos/managers and employees have to
adapt to very different circumstances and relatigpss Not only do relationships become
more formal, but they are increasingly conditioneg the internal structure of the
organization. Where the owner once focused on ragua with the forces of the (external)
market as a small enterprise, they now faced tbbl@ms of managing a large number of
employees. As they become established medium-dized, only the leaders of the
organization are now concerned directly with thebems of the market. For the
employees, their experience of the day-to-day im#lahips in the workplace is largely
insulated from the demands of the market.

These are major changes, so it is not surprisia) ds organizations grow in size,
employees and especially owners/managers encounaier problems of adjustment. We
start this section by examining some of these probl

When small enterprises are being set up, the pyimablems many owners/managers
encounter are practical business issues. In tloisnsephase, when the small enterprise is
established and the numbers of staff employed maveased from say ten to 50, the owner
contends with a new situation. It is no longer guesfor one person to know all the staff
personally and to cope with the number of day-tp-decisions that have to be made. At
some point, systems and procedures have to belimteal. Departments have to be created,
procedures formalized and rules established abdub wan make what decisions.
Increasingly, as the work of the owner becomes dhabordinating the work of managers
and/or teams, the problem of managing internal aicgy emerges. In this second phase,
the owner may also have the additional problem afdiing more abstract business
concepts, such as cash flow, industrial relation @ganizational design, many of which
may be totally new to them.

Implementing such a growth strategy, coupled wiik tncreased staffing levels,
demands a more structured approach to managenmewgeneral, and human resource
management, in particular. As we shall see indbidion, expansion into the medium-sized
enterprise category is associated with the introdocof specialized staff, such as
accountants, production managers, personnel managel trainers. Moreover, some of
these firms may have to deal with union organizinges during the growth period. Thus,
the owners/managers now have to confront the neemtltiress employee interests in a
more formal manner, perhaps for the first timehigitt career.

If we return to the case of the car-cleaning comgparentioned in Section 2, the
owner is starting to enter this transition. Withrtth staff, he can just keep on top of
everything without the use of formal procedureswigeer, he is working twelve hours a
day, still making all the decisions and has no timeeflect on his position, which suggests
that he is operating at his limit.

Typically, while many owners of small enterpriseaynave acquired technical skills
from an apprenticeship (Bird, 2002) or had expegewith a larger employer, they have
little prior training in the full range of busineskills. Instead, they pick these up through
experience as they build up their business (Johrik@®0). This was indeed the case with
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the owner of the car-cleaning company. He had pieohnical skills but no business
experience. His experience of marketing developealgh his “knocking on doors” when
he first set up the business. He had never formdlatbusiness plan and was apprehensive
about doing so. His knowledge of finance was lichite that obtained from his practical
experience, while his knowledge of personnel msitterd been gleaned from his solicitor,
who provided advice on contracts. He is now atdtage where the skills developed to
manage people in one-to-one and small group sigtre no longer appropriate. The use
of personal experience and informal relationshipdh& basis for the management of the
company has reached its limit. In short, at themgitional stage, owners/managers are
encountering the problems of modern managemenwfiich they have little training and
which take many of them beyond the limits of thesiisting skills and expertise.

In these circumstances, many owners/managers tfeeloss about where to turn for
help (Sung et al., 2000). Some seek out programsoes as ISO 9000 to acquire
knowledge of procedures and business planning. rotge to local business people or
networks for help. Of course, not all entrepreneuesso inexperienced when they set up
their first business. Much depends on the broadsy of relationships within which their
business is located. Some may have previous exgperieas managers in larger
organizations. These are more typically found ipidly growing small enterprises that
focus more on product innovation and marketingliguand strategic thinking (Johnson,
1999).

The gap in knowledge and experience between thvesetyipes of entrepreneur is
significant. The owner of the car-cleaning comp@yperhaps more representative of the
majority of owners of small enterprises. Here thraining need is considerable.
Furthermore, it cannot be assumed that all smadirprise owners/managers want to grow
their business. The desire to expand may be ofteedeatures that distinguish between an
entrepreneur and someone who simply owns and maagimall enterprise.

For those companies that successfully make thissitian, relationships take on a
very different form and have crucial implicatioms the process of learning. At some point,
systems and procedures have to be introduced,tdepds created, procedures formalized
and rules established about who makes decisioreswbink of the owner becomes that of
coordinating the work of managers, and the problefnsnanaging internal uncertainty
emerges. This process is explored in more detdilsimon et al. (2005) where the analysis
indicates that three different processes transfoemationships within medium-sized
companies and are responsible for generating distincontexts for the process of skills
formation. This brings the process of skills foribatwithin medium-sized businesses far
closer to that found in large firms and makes iyveifferent from that experienced in
MSEs.

4.1 |Institutionalizing skills formation in MLEs
There are three processes responsible for transfgrskills formation in MLES:
1. differentiating functions;

2. formalizing relationships; and
3. delegating authority.

Differentiating functions

As firms grow in size, it becomes more and mor@atilt for the owner/manager to
conduct all the business by themselves. Conseguénd functions are divided among the
staff. Gradually, specialist staff emerge or argaamed to take responsibility for
designated areas of the organization. As the owmaarager is unable to handle all these
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Table 1:

Table 2:

matters with the increase in the number of emplgydbey have to start employing
specialists in finance, production, sales and persb This process impacts on learning and
training in a number of ways: it frequently restiftdhe appointment of specialized trainers
and in the establishment of separate training deygsuts. This is symptomatic of the fact
that learning is increasingly differentiated frorther activities and treated as a separate
activity, namely, “training”. Learning is no longeseen as incidental to everyday work
activities but becomes something that is carrietdroa formal programme or in a separate
training department.

We can observe how this process operates throwghetiults of quantitative studies.
Table 1, highlighting research results from Singaposhows how enterprises with
workforces increasing beyond 50 employees underfat vwnight be termed a “step
change” in organizational characteristics, partidyl with regard to some of their training
activities. This data illustrates the emergencepefcialist functions and training personnel.
For example, the percentage of organizations withiaing department increases from less
than 10 per cent in small enterprises to 23 pet icemedium-sized enterprises (MEs) and
then to over two-thirds in large enterprises (L#&h over 250 employees. Likewise, the
training budget has to make increasing provisigrsfeecialist trainers, which is reflected in
the observation that whereas only 14.4 per ceMEd make such provision, it is found in
some 60 per cent of the LEs. Surveys in the Urfteddom and elsewhere have produced
similar results.

Employers in Singapore establishing specialist training departments, by employee size
(per cent)

Employees
MSEs <50 MEs 50-249 LEs >250
Training department* 9.1 226 67.5
Training specialists** 74 14.5 59.7

*

enterprises that use their own training department (%)

** enterprises that employ internal trainers (%)s

Source: Sung and Ashton, 2001.

Examining the various training activities that ca@ng@s fund provides further
evidence of the ways in which the training departimer function becomes further
differentiated or specialized. This is illustratedTable 2, which shows that where small
enterprises have a training budget, the funds amgely used for purchasing external
courses. In MSEs, training budgets are used to fonode activities beyond external
courses, with a minority of resources spent on bptdchnologies and outside consultants.
For large firms, the vast majority with a trainibgdget fund all three sets of items.

Expenditure in the training budget in Singaporean enterprises, by employee size (per cent)

Employees
MSEs <50 MEs 50-249 LEs >250
Fixed costs 10.2 221 44.2
External courses 394 93.9 81.8
Books, technology, etc. 21.2 35.8 68.8
Outside consultants 17.5 343 7.4

Source: Sung and Ashton, 2001.
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As a general rule, the larger the enterprise, theerdifferentiated are its activities in
the field of learning and training. These becomeasarof specialist activity located in
separate departments within the company.

In larger enterprises with specialist roles, theowdedge and skills required for
training can no longer be picked up so effectivefy the job. As the training function
becomes integrated in the business strategy adrtjgnization, training managers in larger
small enterprises have to manage a relatively cexnptocess, often requiring their own
specialist training. This involves both theoretidalowledge of the type alluded to
previously, together with the practical skills @ligering and supporting learning.

Trainers and human resource development practisorwiltivate expertise in
pedagogy; they have to master theories of learaitplearn how to use them to maximize
the impact of classroom instruction. They have d¢wetbp expertise in other methods of
delivery, including coaching, mentoring, actionrteag and structured on-the-job and
computer-based training. All this is a far cry frahe “sitting-by-Nellie” approach that
characterizes learning in the micro-enterprise.

Formalizing relationships

We have seen how, as firms grow in size, it become®asingly difficult for the
owner/manager to maintain personal relationshipth wvail staff and to make all the
decisions about the type of training undertakeny has delivered, who receives it and so
on. The assumptions and customs that governedntbamal relationships in the micro
organization now have to be made explicit and fdzed so that they are known by all
staff and can be used to inform the decision-magnmogess. Formalization, therefore, leads
to explicit systems and plans that make it easierommunicate to a larger workforce, as
well as facilitating delegation of the various ftinons. Numerous researchers have
discussed this process of formalization becausaffécts the broader field of human
resource management, but little attention has pag&hto its impact on skills formatidrin
the field of learning and training, we can obsetive manifestation of this process in a
number of areas; this includes in the emergence usedof written training plans, the
identification of training needs, the use of formgaklifications and the evaluation of the
effectiveness of training.

Formalizing training plans

In small enterprises, the organization of trainmgtill very much in the hands of the
owner/manager. The idea of having a formal, writraming plan specifying the range of
training activities undertaken, including thoseitéed to receive training, the priorities that
determine what type of training is to be deliveasdl how such training is to be evaluated,
is unusual. The “plan” exists only in the mind bétowner. Our research found that only
20 per cent of companies with fewer than ten engdsyand 21 per cent of those with 11 to
50 employees had a formal training plan. Howevaeothe size of the establishment
increased from 50 to 99 employees, the proportfoctompanies with a training plan more
than doubled to 47 per cent and increasing to 6@get of companies with more than 100
employees (Sung et al., 2000). For the very lamapanies, training plans are the norm.
Surveys of the training situation in a range ofrddes reveal a similar pattern.

8 See, for example, Kotey and Sheridan (2004) andydlyand Bryant (2004).

25



Analyzing training needs

Table 3:

We see a similar process when it comes to analyzaiging needs. As we have
discussed, in small enterprises this activity isally the domain of the owner/manager who
decides who needs what training. However, withgtewth in size, this process becomes
formalized. With a staff of more than 50 or 100isitho longer possible for the “boss” to
identify the training needs of all employees in tioeirse of their everyday interaction with
them. Training needs analysis becomes formalized ssparate and specialized activity
with its own expertise, usually embodied in thecsglest knowledge of the trainer. In larger
organizations, the process becomes systematizetbbjattive” in appearance, involving a
series of steps between the initial identificatiddriraining needs and their translation into a
formal training course.

Table 3 illustrates one aspect of this analysisjeia the techniques used to identify
the training needs. This shows that as companiew gn size they make more use of
methods such as performance appraisal and doafainmore formal manner. In addition,
much more use is made of the business plan analisiee we can also see that the
medium-sized firms are at a mid-point, startingake on the characteristics of the large
enterprises.

Aspects of training activities in Singapore — Proportions of practice adopted,
(per cent)

Employees
MSEs <50 MEs 50-249 LEs >250
Training needs analysis
Using business plan analysis 220 36.6 74.0
Using training audit 6.4 174 42.9
Using performance appraisal 296 55.3 83.1
Meeting employees’ requests 483 62.9 80.5
Training designed explicitly to support 324 95.3 88.3
strategic business objectives
Most employees receive a minimum of 9.0 177 416

5 days training per year

Note: These figures are generally significant at the 5 per cent level, unless otherwise stated.

Source: Sung and Ashton, 2001.

Formalizing the delivery of knowledge and skills

One of the most common ways of delivering formabwiedge and skills is through
support to attain educational qualifications. Thase used more frequently at the higher
occupational levels, such as managers, accounfarsnnnel specialists and technical staff
— functions that are more dependent on the usejapitcation of theory. Because MEs and
LEs have more such staff, they make greater utarmil qualifications to train employees
than small enterprises, as Table 4 demonstratasth€overy large companies, training
plans are the norm. While training surveys in ageanf countries reveal similar patterns,
ILO research on small enterprises reveals that Tbhaipanies found formal, off-the-job
training programmes rarely met their needs (Aslatath Riordan, 1999).
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Table 4:

Employers providing training for qualifications, by size of enterprise and occupational group
(per cent)

Employees
Occupational group MSEs <50 MEs 50-249 LEs >250
Managerial/professional 248 40.3 62.3
Non-manual/white collar 278 455 64.9
Manual 16.1 28.3 48.1

Source: Sung and Ashton, 2001.

The situation was the same in the United Kingdon2®92, where 48 per cent of
employers with 5-24 employees offered training iegdto a formal qualification. This
figure increases to 60 per cent for firms with 2B-enployees; 74 per cent for those with
100-199; and to 80 per cent for those with 200-et8ployees (IFF, 2002).

Formalizing the cost of training

With informal onthejob learning in MSEs, it is difficult to separatatdhow much
time is devoted by the experienced worker and ¢lagnker to the process of learning, as
opposed to production or the delivery of the seniic which they are simultaneously
engaged. However, once training is taken away ftbenworkplace and delivered in a
specialist course, the situation is very differdinthen becomes much easier to identify and
cost the time of the trainer and the trainee ared dhpital costs of specialist training
facilities. As the process of learning becomes nformalized in MLEs, it is also easier to
measure the full costs of development activities.

Formalizing evaluations

The process of formalization also occurs in the akevaluation. In MLEs, it is no
longer possible for the owner to personally chdxkjnformal observation, the impact of
training on workplace skills and performance. Thiggsmal processes are developed to
measure effectiveness. This also has received vils theoretical underpinning with
Kirkpatrick’'s (1967) three levels of analysis: ihgpact of training is now assessed through
“objective” measures of the performance of:

1. the individual;
2. the group or department; and
3. the organization as a whole.

More recently, other evaluating techniques sucltas-benefit analysis (borrowed
from economic analysis) also have been used.

As the owner/chief executive is no longer direatlyolved in the operational process,
they now need to be convinced of the value of inginThus it becomes even more
important to establish the success of training ®esirThis is not only in terms of improving
the performance of the individual worker but also showing impact on bottom-line
accounting and profit. Again, this encourages tmenélization of procedures and practices.

Delegating authority

The third area in which change takes place withgtiosvth in size of the organization
is in the delegation of authority. In small entéses, the owner/manager can retain control
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over all major decision making. As the organizatgmows beyond 30-50 employees, it
becomes increasingly difficult to manage (conttm®haviour through personal interaction.
Internal relationships now have to be explicitlynmaged, and the authority to do so has to
be delegated. Research by both Matlay (2002) anideSSmith and Lean (2004) found
that in small enterprises, the primary respongjbifor decisions on human resource
development lay with owners. Matlay found thatimadl enterprises, more than 90 per cent
of owners/managers made the main decisions withrdep human resources, whereas in
26 per cent of medium-sized firms, this became tbgponsibility of the personnel
manager.

We can observe the manifestation of this throughdiflegation of explicit budgets for
training. In the United Kingdom, the percentageoajanizations with a training budget
doubles as workforce increases, from one to foupleyees where the figure is 19 per cent,
to 40 per cent for those in the 5-24 band, and foemps to 64 per cent in the 25-99
employee band; thereafter it increases incremgnteith each size band until it reaches
91 per cent for those with more than 200 employ#es, 2002). Similarly, Sung et al.
(2000) found that only 7 per cent of small entexgsi trained staff to carry out training,
while 70 per cent of the large organizations did so

There is evidence to suggest that the three presasfsdifferentiation, formalization
and delegation may well be universal. For examplth regard to formalization, we have
data from the United Kingdom and Singapore as a&liwo Australian studies, Hayton et
al. (1996) and Ridoutt et al. (2002). These stuflesd that the number of employees
working at the site was positively related to thegmke of formalization: the larger the
organization, the more formal and structured tamiing provision.

Taken together, we can see how these three pracedgsehange dramatically
transform the context within which the processeairhing and training take place. We have
moved from a situation in which the process of neay occurred in the context of a
personal one-to-one relationship between the emapland the owner, to one in which, in
large organizations, separate institutions deah Wwaining. Moreover, this is increasingly
supported by major infrastructure in the form oédplist staff with a range of different
techniques, methodologies and technologies at tloeimand.

We now turn to a brief examination of the consegeenof these changes on the
management and experience of learning and trainiMJ_Es.

4.2 Consequences of formalizing and specializing the
training function

As enterprises continue to grow in size, the d#fgiation of functions and
specialization of roles results in more opportesitfor learning different skills, which
increasingly take place in specialized trainingngises or classrooms away from the
workplace. The formalization of relationships andagbices means that much of the
learning takes place in a more systematic andtstest manner, while the delegation of
responsibility means that many staff, in additienformal trainers, are trained in the
techniques of teaching and coaching.

More opportunities for formal learning

As noted, the growth of opportunities for formahdeing and training is one major
consequence of the increasing specialization arddiization of activities in MLEs. Here
we use two examples to illustrate this: in Singaptite proportion of employers providing
five or more days of training (formal) per yearregses dramatically with size. While only
9 per cent of small enterprises there reportedpiosision in 2000, the same practice was
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Table 5:

Table 6:

used in 17.7 per cent of MEs and 41.6 per centks. LSimilarly, as shown in Table 5,
larger employers in the United Kingdom provide tié-job training more frequently than
smaller employers. However, care should be takeenwihterpreting Table 5, below, as
well as Table 6, as neither of these tables comimehe volume or quality of the training
provided within the firms in each size categoryr Festance, while 93 per cent of firms
with 500 or more workers may provide off-the-johiting in the United Kingdom, it is

unclear in the following table how many workerstlirese firms were provided with such
training.

Employers in the United Kingdom providing off-the-job training, by size in 2002
(per cent)

Number of employees Days per year
5-24 57

25-99 79

100-199 89

200-499 92

500+ 93

Source: IFF, 2002, p. 47.

For the individual employee, this leads to impartdifferences in the opportunity to
access learning at their work location. Table Gsillates the impact that the size of the
enterprise has on the chances of an employee iiited Kingdom receiving different
types of learning opportunities, ranging from bakferacy to information technology.
These findings no doubt reflect the greater ressuend availability of specialized staff in
larger enterprises, which are also in a bettertijposio handle the disruption that such
training can cause.

Employers offering learning opportunities, by employee size

(per cent)
Employees

Type of learning 5-24 25-99 100-199 200-499 500+
T 45 61 79 82 89
Working with others 44 55 62 70 82
Problem solving 35 43 52 60 71
Basic numeracy 12 17 25 33 49
Basic literarcy 1 17 26 33 50

Source: adapted from IFF, 2002, p. 20.

Interestingly, available data also shows that themealler enterprises that do train not
only offer it to the same proportion of their staff larger enterprises but also provide the
same amount of formal training (IFF, 2002; Ridaeital., 2002). Thus, when we measure
the proportion of staff engaged in off-the-job iag, we find that size has no effect on the
proportion of the labour force receiving training.

Similarly, once employees were in receipt of tnagnithe duration of it is almost the
same, irrespective of the size of the enterprisgeéd, in the United Kingdom survey, the
smaller employers provided slightly longer periadgraining per employee trained than
their larger counterparts (IFF, 2002).
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On-the-job training

While we might expect to see a shift towards mae af formal training courses as a
consequence of the formalization process, thersubsstantial evidence that on-the-job
training continues to be a vital source of trainargl development. Indeed, in the United
Kingdom, larger employers appear to make more sitenuse of this than smaller
employers. The 2002 UK Learning and Training at Work SurvisF( 2002) revealed that
on-the-job training was used by 47 per cent of dinvith less than five employees, 79 per
cent of firms with between five and 24 employees] aver 94 per cent of firms with more
than 100 employees.

In Australia, Ridoutt et al. (2002) found that 9& ent of employers in the two
sectors they surveyed conducted on-the-job trairmigrnational research, coordinated by
the Centre for Labour Market Studies between 1989 2001 in a number of countries,
ranging from Singapore and the United Kingdom tdniaa, Barbados, Cyprus, Greece,
and Thailand, found that on-the-job training wasdumore frequently than any other form
of training. Moreover, trainers tended to regaid tbrm of training as the most effective of
all methods.

One of the characteristics of on-the-job trainiaghat it can vary tremendously from
one organization to another. In some companies,can mean no more than a new recruit
being taught the basic tasks associated with thebyoan experienced worker. However,
informal on-the-job training can be used to reteatrange of learning activities, such as:

training by line manager;

training by experienced staff;

training by training officer;

training by equipment suppliers;

computer-based training packages;

training by consultants and private sector compatff.

We can gain more insight into the use of on-thetfaining from the following two
ILO case studies (Boxes 4 and 5), which revealeqdifferent but relatively sophisticated
approaches.

Box 4:
On-the-job training — “Value engineering”

This South African steel foundry produces high quality goods for the international market. On-
the-job training is very demanding, involving shop-floor learning in informal group sessions — an
activity that the company calls “value engineering”. This is similar to the Japanese concept of
“quality circles”. Work teams meet regularly, discuss and analyze shop-floor production situations
and follow up by devising and executing shop-floor training and productions solutions for quality
and quantity improvements. This is all done on an informal basis.

Source: Ashton and Riordan, 1999.

° Here we have to be careful because there is seidenee that smaller employers are likely to
define what they see as training in a narrower reano those responding to surveys in larger
enterprises (Kitchin and Blackburn, 2002).
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Box 5:
On-the-job training - Using senior staff

This Korean medium-sized supplier within the automobile industry uses the term “informal on-
the-job training” to refer to the instruction provided by senior employees to their junior colleagues.
This is provided as and when it is required. However, the company does not leave the transmission
of information and the teaching process to chance. Instead, it provides training in both technical
and teaching skills for those responsible for delivering on-the-job training.

Source: Ashton and Riordan, 1999.

For the majority of medium-sized companies in th® ktudy (Ashton and Riordan,
1999), on-the-job training meant instruction by enysors to their subordinates or by one
experienced worker to a new recruit. However, fdwhmse responsible for on-the-job
training were provided with any training in insttional techniques. The Korean firm cited
in Box 5 is the exception rather than the rule hbatterms of training those expected to
provide training and in having a formally structiiggproach to on-the-job training.

Formalizing informal learning and training in MLES

Another consequence of the formalization of leagnsthat a wide range of activities
with a learning content, which would take placeoinfally in small enterprises, are now
designated as formal methods of training in MLEsréHwe refer to mentoring, coaching,
job rotation, staff and team meetings, visits theotsites and attending conferences and
seminars. In addition, many companies start to fosmal systems for evaluating and
learning from unusual events, incidents and problentountered within the workplace.

Research tells us that as the size of a compamgases, so too does the range of
methods of training and learning used. But wherob&erve such results from quantitative
surveys, we have to remind ourselves that thetyealiusually more complex. As we saw
with the MSEs, the conditions in which the compapgrates can have a significant impact
on the kind of learning and training available, @md still also applies for MLEs.

Case study data, such as that from the ILO rese@bith), suggests that those
companies with stable markets, relatively fixedamigational structures and technologies,
and utilizing unskilled and semi-skilled labour realess use of these techniques. Those
making more use of them are companies with knovdedtensive technologies or
delivering complex intellectual services, operatimdast-changing markets and using high
proportions of technical, professional and scientitaff. We turn to two companies in
Thailand to illustrate this.

In a Thai rice-processing company, a typical emgddy job is to load and off-load
sacks of rice. There is little need here for a bdacexplain over time the “ins and outs” of
the job or for the employees to attend seminarspitate themselves on the knowledge
necessary to perform their jobs effectively. Astidwks are all the same, there is no point in
rotating jobs and, as knowledge about the produgiiocess is largely the province of the
management, there is little point in having sta#fatings to disseminate information.

This contrasts dramatically with another Thai compaelling high-specification
safety glass in international markets and using gB@lity standards. The product is subject
to frequent changes from technological improvementthis case, the need for continuous
learning among workers is much greater. The compaeg workshops to discuss periodic
improvements in the production process and semit@rdisseminate new knowledge
among supervisors. Experienced workers are usedeasors and trained in instructional
techniques to ensure that new employees are tréonne highest standards. The company
also uses key workers to train colleagues in nehnglogies. In addition, they use formal
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training courses to keep all staff abreast of neghnical developments and health and
safety issues.

Removing training from the enterprise

With greater formalization and specialization dinting, the delivery of instruction
and the process of learning become increasinglgraggd from the workplace. This can be
an advantage for transmitting some knowledge, sisctheoretical learning and specialized
IT skills, which may be more effectively deliveradthe context of a specialized training
centre or classroom (Green et al., 2001).

However, removing training from the workplace atseates problems when the skills
have to be transferred from the classroom backeoworkplace. There is a danger that
many of the skills learned in the classroom mayolsé or unused in the workplace. To be
effective, classroom (and web-based) learning needt® supported and reinforced in the
workplace by supervisors and colleagues. To dag thisy need to understand how to
support the process of learning.

Removing the training from the workplace and creaBeparate training departments
with specialist staff also means that there is agdg as in all bureaucracies, that the
training department’'s own interests start to domeinthe learning and training agenda.
Training can become divorced from the realitieshef business. This can take a number of
forms: the training department can become inwamkilg, over-concerned with the
delivery rather than content of programmes or cotmaéng on what is easy to do rather
than what is needed for the effective operatiothefcompany. Of course, this can happen
in any department within a large organization wheepartmental goals displace
organizational goals.

To avoid this problem, a special training strateggy be required to ensure that the
delivery of training remains tightly geared to tbeerall business strategy. We see the
consequences of this among growing enterprisel,amitincrease in the use of the business
strategy or plan to shape the company’s approadtaitoing. For example, in Singapore,
while only 32 per cent of MSEs designed their fragnto support business objectives,
55.5 per cent of MEs undertook this exercise. fgdaenterprises, this was the norm, with
88.3 per cent of companies designing training ppsut strategic objectives.

Experience of learning and training in MLEs

Given the very different conditions created by ¢hgsocesses in MLEs, it is not
surprising that individual employees experiencenieg and training in a different way to
those in small enterprises. Learning is no longenething that is an incidental part of
everyday experiences but becomes separated fromtagh&o-day work relationships. It is
now institutionalized in the form of formal courseften delivered in separate classrooms,
structured using techniques of training needs aimlgnd followed by formal systems of
evaluation. Courses are used to deliver a variétygbgectives: to learn the job tasks; to
learn team working and communication skills; tailnsommitment to the firm; and to use
new technology (Felstead et al., 1997). All thisinsaddition to the transmission of
knowledge about the firm during induction trainiagd the legal requirements, such as
health and safety precautions.

In this context, it is not surprising that from tiividual's perspective, learning
equates with the use of formal courses. For bothl@yees and managers in these MLEs,
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learning becomes synonymous with trainth@hat is, it is seen as confined to activities in
a physically separate area, such as the classrodraiming centre. There, away from the
workplace, it is experienced as a different enigparate from the daily activities involved
in the production process and structured in wagisdhe believed to enhance the process of
learning. For employees, this provides more oppitas to broaden their learning and
skill capacity and, in some cases, to obtain eglecartification of their skills. There is a
wealth of research that documents the ways in whlah opportunities for formal
certification of learning increase in these larfjens.

This form of learning as synonymous with formal is@s echoes the experience of
policy-makers and academics, who learn in this Wtahus reinforces the tendency among
policy-makers, academics and others who work igelasrganizations to equate formal
qualifications and courses with human capital. Heeve this perception hinders our
understanding of skills formation in MSEs precisélgcause the frames of reference
developed to understand skills issues in LEs magdpeopriate when looking at MEs but
are inappropriate to the realities of the proce9d $Es.

4.3 Managing the process of skills formation in MLEs

The three processes of differentiation, formal@atand delegation affect all types of
companies; thus they help us to understand why pifeblem of managing internal
uncertainty should dominate in MLEs (Storey, 199t training is only a small function
within the overall organization. If we multiply ghby the number of other departments in
the MLE, then the internal uncertainty becomes wuthsl. As a result, more attention and
resources are devoted to managing internal unogrtéihrough the use of formalized
systems. As such, MEs become increasingly likeibhEsrms of their characteristics.

In the field of training, the complexity of thisqmess of management takes different
forms, in part depending on the type of productkaathe company is engaged in and the
level of skills required for the production proceshis takes us back to the points made in
Section 2 about the importance of the product ntaakd business strategy in determining
the level of skills used by companies. Put simphge complexity of the learning and
training process in a company producing, say, piek@d sandwiches, is far lower than that
in a company producing complex information techgglcsolutions for multinational
corporations. To demonstrate this point, we use ¢age studies from the ILO survey of
small enterprises (Ashton and Riordan, 1999).

The first case study (Box 6) is from an accountiingn in Korea that offers high-
value-added intellectual services and illustrates tange of activities that have to be
managed and the levels at which that has to be. ddme study also shows the impact of
the processes of differentiation, specializatiod delegation.

19 50 strong has this tendency become that researtlyarg to examine the full range of activities
where learning takes place have to continuallysstte respondents that they are not just interested
in formal courses; see Kitchin and Blackburn (2002)
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Box 6:
Managing a complex learning process — An accounting firm in Korea

The firm is part of an international company delivering financial and business services in the
field of tax audits, accounting and business consulting. It has 297 employees, of which 260 are
professionals. The training department identifies training needs at the levels of the individual, the
firm and the department and manages these as part of a coherent strategy.

At the individual level, professional employees are encouraged to identify their own needs,
guided by their professional standards. Each member of the company is entitled to ask for training,
a request that is considered by either the training supervisor or the training department. As the
company’s main asset is the knowledge and skill of the workers, it is seen as crucial that it invests
heavily in this aspect of training.

At the level of the firm, training needs are identified in the context of the overall business plan.
Skills required over the next five years are identified and mapped against those currently available
in the organization, providing the basis for planning training provision at the firm level.

At the department level, the company reviews the introduction and progression of new working
methods and practices and then prepares a training plan to facilitate their implementation.

In terms of evaluation, the management requires reports on the effectiveness of training
interventions. Foreign language training is assessed through the use of formal tests. In addition, it
uses informal methods and makes extensive use of employee surveys to identify the effectiveness
of individual training. There is no overall evaluation of the impact of training on company profits.
However, there is agreement that it has improved the capacity and performance of individual
members of the company and their use of time, thereby contributing to the overall performance of
the company.

Source: Ashton and Riordan, 1999.

As the next case study of a Tanzanian wheat miltoghpany shows (Box 7),
businesses in which these processes of specializatid formalization are less developed
encounter fewer management problems. This compaogupes low-value-added goods
and is less dependent on the knowledge of its grapk As a result, there are fewer
learning and training opportunities, which requirdy minimal management.

Box 7:
Managing a less complex process — A wheat milling company in Tanzania

This milling company has 313 employees, of which two-thirds are general workers. At the individual
level, requests for training come from employees and managers. These are usually confined to job-
specific skills necessary for production and to reduce errors and waste.

At the departmental and group levels, there is no analysis of the company’s training needs. There is
a business plan but this has no human resource component and is not used to identify training needs.
The company is legally obliged to conform to wheat flour health and safety standards, and there is a
general feeling that it needs to motivate employees. This influences the decisions made by the general
manager about what training takes place, and supervisors then organize any training. There is a human
resources department, but the staff have no responsibility for the management of training; they merely
process applications for training, maintain personnel records and communicate management’s decisions
to employees.

This is a company where there is little in the way of technological innovations. In this context, the
main reason for training is the day-to-day requirements of efficient production. With little investment in
training, there is no need for much formal evaluation. Supervisors evaluate the effectiveness of training
informally, based on feedback from employees and their own observations. They judge whether or not
the employee’s performance improves and whether there are noticeable increases in quality and
reductions in errors and waste.

Source: Ashton and Riordan, 1999.

34



These two cases are useful in developing an uradlisty of the process of managing
workplace learning and training. Again, we can skmrly how the need for specialist
management of training and its evaluation is naipyy a function of the size of the
organization but is intimately related to the tygfework the company does, the market it
serves, the skills of employees and changes ininggractices.

In this section, we have looked further at the psses of formalization and
specialization within the context of the MLEs. Tagsrocesses occur as the enterprise
grows and a need is recognized for more systenaaitt planned approaches to the
organization, delivery and process of learning &aohing. As far as we can tell, with the
knowledge currently available, these processesaappebe universal. We can observe the
same characteristics in almost all countries foictviive have data. Of course, this does not
deny the existence of strong cultural differencethe ways in which small enterprises are
organized; a point we elaborate on in Section 5.

There is, however, one word of warning that coneehe nature of the relationship
between size, specialization and the formalizatibthe learning process: the quantitative
data tend to give the impression of an invariarati@enship, that as size increases,
enterprises automatically introduce more formahtrg. However, the relationship we are
talking of here is one of statistical probabilitph reality, some firms can grow to a
substantial size while retaining the charactesstta micro-enterprise, while others may
make extensive use of formal procedures.

Indeed, Ridoutt et al. (2002) in Australia founattimany small enterprises had the
characteristics of large ones. In the chemical aihdndustries, for instance, many sites
have millions of dollars invested but only havetafsof twenty permanent workers. This
was also the case in cement and glass manufactwingre companies may have few
employees on site but behave like a large orgaoizah terms of management and
decision making (ibid.). Clearly, size is just diaetor that influences the formalization of
relationships. Others are connected with the tyfp@dustry and, as we noted previously,
the type of product market and associated busbstes®gy of the company.

In the following section we outline some of theipplimplications of the issues raised
so far.

5. Public policy for stimulating the demand
for and delivery of skills development in
small enterprises

In this section, our aim is to draw out the lessfumgpublic policy from the research
findings we have discussed. We present a numbdiffefent policy interventions. These
examples of good interventions have had a morenpaitig origin but serve to illustrate
how effective policy can be implemented on the $asisome of the principles highlighted
in the foregoing analysis.

In the first section of this report we cited fouythms that underpin current approaches
to learning and training in small enterprises. Thadence presented in the previous
sections has discredited these myths and laid redfdion for a consideration of the role of
public policy.

The first myth considered in this report was thahalk enterprise owners
systematically underinvest in training. Sectiona? lshown that firm size has little impact
on the level of skills that companies demand oir tmployees. Instead, what is important
is the type of product or service they deliverhie tarket and the type of market they are
in. This determines the amount of learning andingi that is required. In this sense, skills
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are a derived demand. Thus, skills are determigatdeinand and to increase skill levels in
firms of any size it is crucial to improve theireusf technology and their business
processes. As any help improves their businessmeshce, it automatically generates an
increase in the demand for skills and the learm@ing training required to deliver these
skills. These factors affect small enterprises pastmuch as MLEs. The only difference
here is that more of the small enterprises aregatyan low-value-added product markets
and lack the resources to move into higher valuedgroduct markets.

The second myth addressed was that small enterpwisers fail to appreciate the
value of learning and training. Section 3 highleghtthe importance of the business
environment and its influence on the decisions maitlein small enterprises concerning
their business needs and the process of learnithgkills development. While training per
se may be of little importance to them, again depenon the characteristics of the product
market, informal training appears to have greatgriicance.

The third myth found to affect current approachesskills development in small
enterprises is that informal learning is less vialeahan formal training. The evidence
presented has shown that there is no inherenteiifte in the value of informal as opposed
to formal training or learning. Some informal traig is of poor quality and poorly
organized, but so is some formal training. Whilenight be hard to measure the impact of
informal training, formal training does little betf with much of it being measured by
“happy sheets”. Informal learning can be used te@bigp the highest level of skills.

The fourth myth addressed in this paper is thatfiere of small enterprises to
develop skills is best tackled through the useaegnment training schemes designed to
help small enterprises invest more in formal tragniThis myth creates a focus for the
remainder of this section. It highlights the impamtt role that public policy can play in
stimulating the demand for skills development ad a® the ways in which opportunities
for training and learning can be provided. It sigggdhat governments can do more than
provide training programmes themselves or fundrsth@ do so. Instead, they can create a
policy framework that is more conducive to smalltegprises investing in skills
development and enhance the opportunities for semélrprises to engage market-driven
approaches to skills development.

Government programmes should recognize the importde of informal learning in
small enterprises. While formal training programraes less frequently adopted in small
enterprises, public policies can be used to enhdreceole of informal learning in business
growth and productivity improvements. Thus, theigokhallenge here is to help small
enterprises access skills development opportunities are tailored to their specific
requirements.

Skills development within private enterprises haerbfound to contribute to firm
growth. The challenge is to help small firms idntivhen to introduce new, more
formalized systems of management and skills devedop. In public policy terms, the
challenge is for governments to stimulate the dehfan skills development and enhance
the provision of learning and training programmiea ime when the firm can benefit most.
The precise point in a company’s growth at whidk #xternal help may be needed varies
in accordance with the type of product or serviceytare creating and the level of
regulation required by the political authoritieheTestablishment of formal procedures for
learning and training, and particularly the appwoi@nt of a training or human resources
specialist, provides the company with the skillsessary to access and make use of the full
range of government programmes. These can aseist ith setting up formal procedures
for training needs analysis, formal evaluation, maanagement practices and so on. Such
companies then become integrated into the systgrualgic provision.

In the remainder of this section we identify thdesopublic policy can play in
stimulating the demand for skills development inaBnenterprises and in enhancing the
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delivery of skills development in small enterprisAsseries of brief case studies are drawn
on to illustrate these roles.

5.1 Using public policy to stimulate the demand for
skills development

Public policy can be used to stimulate the demamdskills development in small
enterprises in two broad ways. The first is throygbgrammes designed to help small
enterprises access new markets. Our first exanspke programme known as “Winning
through Flexibility” — the ADAPT programme in theubpean Union (EU). While the
programme covers a number of areas related to izagaomal flexibility, we focus on the
use of “organizational coaching” as an innovativaywof combining non-traditional
approaches to training to enhance learning anchazgi@gonal development on a number of
levels. The programme uses consultants (or coathd®lp introduce high-performance
working practices and elements of knowledge managénhat are designed to enhance
performance and flexibility.

The company involved is Technotrex, an Italian $reaterprise that produces metal
and plastic gaskets used in various industried) asche manufacturing of plants, food and
medicine. One of the key characteristics of thedpeation process is the use of separate
technologies and production departments for twéedht product markets — metal and
plastic gaskets. The metal gasket market is stabtk well established, with a fairly
standard product and small-scale orders, whileplstic gasket market is a new and
growing market, involving large-scale orders andigh level of competition in terms of
price, delivery time and quality. Technotrex hameadifficulty in managing these two
diverse markets and dealing with customer demanthfge orders in ever-shorter delivery
times.

As the case study in Box 8 explains, when Techrotngted to take part in the
ADAPT programme, the company wanted to use a flexalpproach to harmonize the two
separate production departments. The project aitmezkplore ways in which these key
objectives could be achieved. It did not start withining programmes but with
implementing organizational change. From this fldvaewhole series of training needs, the
satisfaction of which led to higher levels of skifing developed among its labour force.
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Box 8:
The ADAPT intervention at Technotrex, Italy

The ADAPT project involved a number of steps within each of the two departments, including:
= the integration of the two departments in terms of employees and processes;

= the introduction of job rotation for some “versatile staff’ who would be able to work in a
number of areas according to need; and

= the introduction of more flexible working hours according to the needs of both the workflow
and employees.

Once these areas for development were identified, a small team was formed to propose
solutions. The team included the two department heads and operators from the two assembly
lines. In addition, findings were discussed during the life of the project with two working parties
from each of the departments.

The “organizational coaching” focused on three main areas:

1. The development of an understanding and orientation towards new ways of
organizing work. This involved team meetings to discuss experiences of job
rotation, staff versatility and flexible working hour patterns. It also involved training
in how to improve production through an examination of the relationship between
customer and supplier.

2. Coaches supported the analysis and diagnosis stages of the project by advising
teams on methods of introducing these new ways of working. For example, there
was coaching in: the use of problem solving and team work; how to plan and
manage internal training projects; methods of process analysis; and how to develop
an internal trainer. Importantly, the coaches’ role was both a “catalyst” for learning
and a “point of reference”.

3. Coaches sought to foster the motivation and participation of all those who would be
touched by the initiatives. This was recognized as particularly important because
acceptance of change and individual involvement would be essential to the
successful implementation of the proposed initiatives. In particular, coaching was
used to focus on “behaviour ... fears, habits and wishes” and the knowledge and
skills of employees (Leita et al., 2000, p. 88). This level of coaching involved the
use of surveys both to gather employees’ opinions and to examine differences
within the two departments. The findings of these surveys were then discussed at
one of the team meetings. The coaches also used assisted team working, visits to
different working areas and non-traditional training methods to help employees
build a personal understanding of the change process.

Each of the departments was engaged in team-based analysis of the production processes,
focusing on “stages, material and information flows, actors’ roles and competence”. This led to
team presentations, which enhanced knowledge sharing and an understanding of the overall
production process, team work and participation.

These numerous activities helped to identify a group of employees willing to participate in in-

house training for job rotation. At this level, the organizational coaching involved facilitating and
monitoring the learning and training processes and working to formalize training procedures.

Source: Leita et al., 2000.

The Technotrex project was successful. The soluborie business problems meant
that important changes were brought about in warkiractices through a broadening of
the skills and competencies of the employees. dtdiion led to the increased flexibility
and versatility of those employees who had optegaidicipate, while the company also
respected the preferences of individual employels would choose whether or not to
participate in the pilot programme. A key developtneas the establishment of an in-
house trainer who provided technical expertiseace and helped to establish a learning
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environment. This is an example of the companyhieacsuch a size that it needed to
differentiate the training function.

This case usefully highlights the importance ofuising on business problems rather
than trying to sell “training” programmes, and #ildr advice to the specific problems
confronting an enterprise. The illustrated programpmovides a solution to a specific
business problem: how to implement changes negessaustain access to global markets.
It focuses on the immediate needs of the smallrgrise by providing outside consultancy
advice. This facility is generally not availablesimall enterprises, which lack the resources
that larger companies can utilize to access extdrakp in these matters. Consultants
enable a company to enhance its business perfoargncreating greater flexibility in the
labour force, tapping into their tacit knowledgedarsing the skills of the labour force to
make improvements to the product and/or servicetimepany delivers. This in turn raises
the skill levels of the labour force.

The tailoring of advice and help to the specifiquieements of the enterprise, our
second core training or learning principle, waseltmough the use of consultant coaches
working with the management to analyse and diagaoseproblems the small enterprise
experienced. During this process, the coaches gamtextual and business information
about the enterprise and work with the managemeahtemployees on potential solutions.
Of crucial importance here is the ability of thensoltant to obtain the confidence of the
owner, manager and employees.

The authors of the case study are aware of thewditsein the scheme, arguing that it
provides “lighter solutions which would weigh less the internal organization” (Leita et
al., 2000, p. 10). This is particularly important Emall enterprises experiencing problems
replacing staff and that lack the time and the me#m involve employees in the
organization and offer incentives to employeestd et al. (2000, p. 10) argue that “it is
possible for this method to help people grow anthatsame time favour the development
of ‘intrinsic’ motivation and the capacity for amwomous learning”. The company did not
have to face the cost and disruption of sendingl@yeps on a formal training course.
Indeed, it is highly unlikely that any formal coersould have achieved these business
objectives because the success of the intervedépended largely on the extensive use of
high-quality informal learning and a tailored apgxb.

The second way public policy can be used to stiteuthe demand for skills
development in small enterprises is through the oBesupply chains. Many small
enterprises are components of a wider productiseiice chain.

Within the supply chain, business performance aglired skill levels become an
obvious mutual interest. Larger organizations hasgf-interest to help smaller
organizations so that, together, they operate lhiese mutual goals. However, the degree
of mutual dependence varies in accordance witlofaduch as the industrial sector and the
nationality of the purchasing company.

Usually, the lead company in the supply chain wgecify minimum standards that
the product or service will have to reach. Yet liedp provided by these larger companies
to their suppliers varies considerably. For exampleAnglo-Saxon countries, lead (and
larger) firms are less likely than their Japaneseterparts to provide help and guidance to
smaller suppliers on how best to reach the requstaddards. In Japan, both public policy
measures and the long-term relationship betweenufaeturers and suppliers have
encouraged larger manufacturers to provide moieiriga and advice to their suppliers.
Thus, Toyota in the United Kingdom helped improkie productivity of its suppliers by
some 500 per cent over a five-year period (EMPT@Q®cited in Brown et al., 2004). In
Finland, Nokia sought to establish a similar relaship with its suppliers. In the Oulu
region of Finland, Nokia’s training managers haventhly meetings with the company’s
small enterprise suppliers to review projects axah@ne business plans. Subcontractors
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are also invited to the company’s seminars anaitrgi conferences (Pyke, 2000). As
mentioned in the previous sections, attendancedht svents can provide a vital source of
information and learning for small enterprisesetastingly, in the Netherlands, the Venlo
Innovation Centre aims to move small enterprisgobens from only delivering to the lead
firm’s specifications to developing their own pratikias well. This involves them moving
from being simple subcontractors producing fromtaener-supplied drawings to having
their own design and marketing capabilities. In theited Kingdom, the Government
launched the Motor Industry Forum as a means gfifglsmall enterprise suppliers in the
automobile industry upgrade the quality of themdurcts and improve their performance.

The emphasis here is on improving the product, that process of getting there
involves the small enterprises to upgrade theirr@gghes to people management and
learning at work.

One useful example of such an approach is the Kediyd and Learning in Advanced
Supply Systems (KLASS) project in the European motive and aerospace supply
systems (Box 9). The aim is to support small emigep through inter-company, computer-
mediated, learning networks. These focus on imned@rformance improvements and
longer-term business objectives. Such networks seedupport the development of new
capabilities in small enterprises, including thepawity to exploit the Internet and e-
commerce and to help small enterprises focus ageleterm strategic objectives.

Box 9:
Individual and organizational learning — The KLASS project

Based in the automobile industry in the United Kingdom, this project focused on the
component supply system. The partners included manufacturing and distribution companies,
research institutions, a further education college and numerous universities. Economic innovation
was to be stimulated through innovative learning in a variety of contexts and making extensive use
of information technology. The learning networks used were of two types: the first was process-
oriented and consisted of workplace teams of managers and workers, which were linked through
the network to their main customer. The purpose of the teams was to identify new problems and
develop solutions. The second leamning network consisted of senior managers of the small
enterprises, which were linked as buyers or suppliers. The focus for this group was to identify the
scale of the threats they faced in their industry and the skills required to meet the increasingly
demanding quality, cost and delivery standards of customers.

In both cases, extensive use was made of the internet, and experienced professional
engineers, learning-support specialists, university tutors and mentors provided learning support.
The first type of network identified key individuals as change agents within their company who kept
in touch with each other through a computer-based conferencing system. Over time, the emphasis
shifted from learning within the company to collaborative learning across the network. This network
was built around the UK Society for Motor Manufacturers and Traders Industry Forum.

The second type of network started with a diagnostic workshop for owners/managers to
identify problems within their own companies, followed by more workshops and computer-based
conferencing to identify solutions. This network drew on the work of the British Open Learning
Development Unit. Both networks involved forging links with colleges and, once established,
formed close links with each other.

Source: Brown et al., 2001.

The networks described in Box 9 were effectivelgksgg to establish new forms of
organizational and inter-organizational learning &nowledge management across supply
chains. They supported process innovations as agelhdividual learning and involved
employees in the process of knowledge creation.tiAs learning was grounded in
improving the manufacturing process, it contributedards improvements in efficiency.
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The overall competitiveness of the small entergrisas also improved in that they were
able to operate more effectively within the supghgin (Brown et al., 2001).

Lately, the ILO has been developing a value chppr@ach. Such approach allows to
start analysis and upgrading at any level of suppbguction chain. The focus of most of
the ILO activities in this area is mainly on thesters of SMEs in developing countries still
to be plugged into the global chains, rather tham imternational brands that are
approaching value chains using the supply chairrcagh. The ILO experience in a
number of developing countries, combined with themmary of the state-of-the-art
research in the area of value chain analysis agdadmg, is reflected in a number of the
ILO tools, such asThe ILO Guide on Value Chain Analysis and Upgradifige Guide to
Local Value Chain Developmentalue Chain Development for Decent Work: Trainirig o
Trainers GuideandGender Sensitive Value Chain Analysisd so forth.

The ILO, among a wide range of other internatia®lelopment agencies, is aware of
the need to improve the business environment feata sector development, including the
development of more and better jobs in small entszp. To this end, it has developed a
series of tools and resources that can be usedsstss the business environment and the
impact it has on employment in small enterprises:

= The promotion of sustainable enterprisBeport VI, International Labour Conference,
96th Session (ILO, 2007b);

= |LO Job Creation in Small and Medium-Sized Entexgsi Recommendation, 1998
(No. 189);

= atraining manual to raise stakeholders' awaresasst the importance of the policy and
legal environment for small enterprises;

= an assessment guide on how to map and assesditlyeapal legal environment in a given
country and explore the impact on small enterpisployment patterns;

= asmall enterprise survey kit that explains howesys of small enterprise owners and
managers can be used to assess the factors bkeeinddcisions on employment, job
quality and investments.

5.2 Using public policy to enhance the development of
skills in small enterprises

We turn our attention to the roles of public poliayenhancing the delivery of skills
development in small enterprises. As we saw in i@@& owners/managers can be
suspicious of government programmes, and theyitestdad to look to their colleagues or
business associates for help and advice. One ahtst effective ways of delivering help
to this group is by supporting the various types@tivorks in which small enterprises are
involved. This can be a far more cost-effective mseaf providing help than promoting
specialized programmes.

Government can use its resources to:

= help establish clusters;

= encourage the formation of networks;

= build the capacity of trade, industry or local asations such as a chamber of commerce
to provide advice and guidance to small enterprises

= establish intermediary agencies to encourage catiperamong small enterprises in a
specific area.

The aim of group-based mechanisms is to serve msjar source of solutions to
particular business problems. The learning anditrgiof employees is the means by which
the solutions are implemented. Very often theyasch catalyst to bring small enterprise
owners/managers into collaborative networks ancheonthem to supporting institutions
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and services. In this way, institutional support lfacal small enterprises is consolidated,
providing the basis for further collaboration tdhance the competitiveness of the group as
a whole. As competitiveness improves, skill levéds.

Networking

Networking and mentoring can be important meanssfoall enterprises to access
knowledge, resources, advice and learning oppdigsnihrough both informal and formal
means. Formal and informal networks can encompagsrgment-driven small enterprise
networking schemes, chambers of commerce, lawyats accountants, supplier and
customer networks, family and friends. Being pérsiech a network can lead to increasing
sales, employment and the development of new ptediRosenfeld, 1996) as well as the
creation of new areas of business and cooperatithnother small enterprises (Sung et al.,
2000). They can improve individual performance,ilf@ate career development and
increase the visibility of entrepreneurs (Scho87)9 providing social and community links
for small enterprise owners. They can also proddsatal source for the development of
learning and training opportunities, both facilitgt access to learning resources and to
information about the kinds of learning opportwstopen to small enterprises. In addition,
collaboration on marketing and bulk buying can rgvarticularly cost-effective for
networks of small enterprises (Gaskill, 2001). Adlwnetworks can act as representatives
for small enterprises in a wide range of areasyipipan important role in working for
equitable access to resources and learning opptetin

Clusters

Clusters of small enterprises can be used to eehttmecproductivity rate, innovation
and competitive performance of firms (OECD, 2000mi)ey can also be used to enhance
social and environmental standards among SMEs (@7a, p. 16). Companies can
specialize in functions that are complementary withcluster. They can share information,
use joint marketing and purchasing power and sharefits from new technologies and
other forms of collaboration. Foremost of thesemfrour perspective, is the ability to
transfer knowledge, to share the costs of any fbtratning and to build up a stock of
skilled labour in the locality.

Some governments avoid the cluster approach aggiciepolicy intervention. This
is because a cluster policy can be regarded akifigivinners”. However, in recent years
even governments fully committed to reliance on ttterket for solutions are starting to
support high-tech small enterprises, suggestingthigaprevious reluctance to pick winners
is being modified. In general, clusters are seea kgjitimate device to overcome various
forms of market failure, such as lack of markeeliidence, lack of managerial know-how
and the risk-averse nature of capital investmeninicovative ideas.

Public policy that “stimulates” clusters is ofteary useful to facilitate new start-ups.
For example, the Garment Industry Development Gaitpan in New York was established
to provide vocational training for workers and ngement and to raise management’s
awareness of new practices, new technologies, jparketing potential and an employee
referral system (Pyke, 2000). Another example ésetectronics cluster in Scotland, which
is now supported by the Electronics Industry Fordrhis initiative brought together
government and business representatives to idembify the cluster can be strengthened
and moved into higher value-added forms of produc(ibid.). Policies to support clusters
have also been developed in Austria, Finland, Geyriae Netherlands, Singapore, and so
on (OECD, 2000b).

A policy of establishing clusters is likely to beora attractive in smaller economies,

which cannot hope to establish competitive openatiacross a full range of activities and
which see the approach as a means of securingsatcce®rld markets.
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Employers’ organizations and other business
associations

Another source of help for owners/managers is tjinolusiness associations
(i.e. employers’ organizations, chambers of commeend so forth). Government funds
can be effectively used in a public/private parhgr to build up the capacity of local
business associations to deliver assistance td smtakprises. Some small enterprises may
already be members of employers’ or trade assoomitr a chamber of commerce, which
may be a source of information and advice. Howewee, of the problems with this type of
business association is that they are frequentbllsmsize and do not have the capacity to
deliver sustained and tailor-made advice to indigidsmall enterprises. This is less of a
problem in countries where there is a strong t@uivf supporting organized business. For
example, in Denmark and Germany, the local orgéiniza have more and better-informed
capabilities in this area.

Through their membership in these associationsl|l @nterprises are already making
a contribution towards the cost of providing thieeimation. Government help would come
in the form of a subsidy. However, this could bstified as a public good if it was
perceived as a way to build up the institutiongdamaty of these organizations to help local
small enterprises respond to world markets. lryJtBike (2000) observed that small firms
are well served by organized trade associationsh @s the National Association of
Artisans, which provides training and consultanesyvices to small firms.

The ILO’s Expand Your Business programme (EYB) uskifis development as a
strategy for business growth by developing and émanting a strategic business growth
strategy and strengthening the business and iesfaactions. It supports national business
associations, chambers of commerce, managemertutestand other organizations, as
well as EYB trainers to deliver the EYB programmi&wall its components effectively and
independently, in a commercial manner.

The ILO has also developed specific tools aimedtatngthening the capacity of
employers’ organizations and small business assasato better serve their members and
increase their representation. Examples of these ar

= Managing small business associations trainers’ na&nu
= Reaching out to SMEs: An electronic toolkit for &mgprs’ organizationsand
= The effective employers’ organizatimseries of hands-on manuals).

Horizontal networks

Another source of help for the owners of small gorises is for the government to
establish intermediary agencies that encouragel smaperating groups, or small clusters
of small enterprises of 3 to 15 firms, to engaggoint activities such as marketing and
product development. This can be done in assoniatith technical institutes or training
groups and in areas that the Organisation for Boimdo-operation and Development
(OECD) identifies as “market failures” (OECD, 2000bSuch groups then help
owners/managers to access supporting institutionsjuding training specialists,
universities or firms with specialist knowledge.

The following case study illustrates how one Darsshall enterprise was able to
achieve significant benefits from participationarsmall network. Scan Globe A/S has 56
employees and produces high-quality globes in 28jUages and in a range of sizes,
colours and styles for a worldwide market. The raaik unstable and thus the workload
and the need for workers can change from monthdotim Scan Globe recently tried to
achieve some stability by focusing on a core waddoand more flexible forms of
production.
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In the mid 1990s, Scan Globe joined a network degahby a worker’s educational
association, along with two other companies alsekisg to develop more flexible
workforces. The Danish Technological Institute (IPWas involved in the network in an
attempt to strengthen the link between training dhd organization of work. The
management of the three enterprises met regulattyemployee representatives to address
the shared problems of employee job satisfactiba, reorganization of work, flexible
production and efficiency. At the start of the aij the Workers’ Educational Association
(AOF) and DTI were commissioned to desigh a schémmugh which working practices
could be reorganized. In particular, there wasedrfer a better link between training and
job design.

EU funds (via the MOVE project) were used to previatbth extensive training and
consultants. This meets our criteria of providingibhess solutions that are tailored to the
requirements of the company. Even though a numbsteps were involved in the project,
we focus here on two specific aspects:

the use of video production as a means of credlimggue and employee participation in
the change process, and

the use of job rotation. The case study (Box 1@p dlighlights the extensive use of
informal or incidental learning and its link to argzational development.

Box 10:
Using videos to promote organizational change and worker participation
at Scan Globe A/S (Denmark)

Employees of Scan Globe and the two other enterprises who attended the EU-funded
training courses (via the MOVE project) participated in a one-week session that involved making
videos to address issues in their respective organizations. This activity involved presenting both
the problems they found in their current working conditions in their respective enterprises and the
potential solutions that could improve both the enterprise as a whole and their own working
situation. While the participants were responsible for the content of the videos (identifying
problems and solutions, script-writing, interviewing), professional videographers were on hand to
help produce the video. This activity was designed to encourage employees to think about how
their work could be better organized. This was seen as particularly important for hourly-paid
employees who were not accustomed to having a voice in the running of the enterprise. In
addition, the participants were encouraged to develop skills in team working, support,
cooperation and communication, as well as using new methods of working. The medium of film
and involving participants in acting were particularly useful in encouraging openness among
workers and developing constructive criticism of working practices.

The videos dealt with issues that were either common to all three enterprises or specific
problems within an enterprise. For example, one group made a video on where waste occurs in
the production process. Group discussions were then used to identify how the issues raised
could be tackled. The suggestions made by the employees were implemented following the
training programme, with the results later being examined and evaluated.

Through a range of activities that fostered cooperation, openness, team effort, responsibility
and problem solving, the workers were involved in setting the agenda for change. They were
engaged to think together with the management about how to restructure their jobs so as to
ensure performance, efficiency and job satisfaction. In the process, the employees gained many
skills and were awarded qualifications for the training in which they took part. And Scan Globe,
for instance, gained a more flexible and empowered workforce.

Source: Banke and Norskov, 2006.

The DTI was also the centre of a much larger ndtviormed in Denmark between
1988 and 1993. The programme drew on the Italigem®snce of networks to make use of
“network brokers” to facilitate the creation andeogtion of networks. It reached out to
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5,000 enterprises from a targeted 10,000 to 12¢@@fpanies. Some 75 per cent of the
company owners/managers who participated thougdit e network had raised their
ability to compete, and 90 per cent said they waldtinue the networking practice when
the subsidy ended. A number of other countries eently drew directly on this
experience (UNIDO, 2001).

Support for intermediary skills development agencies
and programmes

Another way that governments have helped raisd &kikels is by tackling the
problem of supporting individual small enterprighsough government agencies. In the
United Kingdom, the Government has done this bphishing and funding the Small
Firms Business Service, which provides advice foalk enterprises across a range of
issues. Of course, in the drive to support smairpnises, there is a tendency for many
governments to proliferate the number of agendibsis in the United Kingdom, support
for training in small firms is also available thgbuthe publicly-funded Sector Skills
Councils and local Learning Skills Councils as wels through local authority
organizations. The result of this proliferation dam counterproductive because the owner
of an individual small enterprise can end up faanigewildering variety of organizations
that are all competing to offer services. They Ww#l effective for introducing change into
the company and thereby raising skill levels, ifiew they are established, they rely on the
principles we pointed out previously — that suchamizations should tailor advice to the
business needs of the small enterprise and thattélke care to gain the confidence of the
individual small enterprise owners.

In addition to providing specific agencies, goveemts can provide help to small
enterprises by subsidizing courses in those aré@&sena common need can be identified.
As we earlier noted, these include health and waiat other legal requirements, basic
administrative skills and learning how to accesd prepare for international and national
standards, such as ISO or national training ancdeldpwment standards like the UK
Investors in People, which has been adopted innabau of countries. Evidence from the
ILO study of small enterprises in Thailand (Ashtord Riordan, 1999) and other research
(Blunch and Castro, 2005) suggests there is a @eraile spur to increased investment in
training for those companies that seek internatistaandards, such as ISO 9000/9001.

Denmark's national “job rotation scheme”, introddige 1992, provides state funding
to enable employees to be released from their wektend training courses. The funding
covers the replacement of an employee with somednaehas been unemployed long term,
but who is sufficiently skilled or trained and atte fulfil that role with some training
support. This scheme has been successful in fregingmployees to attend training,
particularly long-term programmes, by ensuring nisruption to the operation of the
enterprise, which is a central concern to ownersagars of small enterprises (EMFEC,
1998; Sung et al., 2000). At the same time, themehalso provides experience, training
and opportunities to the long-term unemployed, animy their skills and confidence and
increasing their chances of re-entering the lalnoanket. Of course, we cannot assume that
it will be possible to substitute all job roles aaltllevels of employees, particularly at the
management level. However, it is evident that kivisl of scheme has been very successful
in freeing up lower-level employees for trainingggrammes. Importantly, it is these very
employees who are traditionally least likely toaee off-the-job training.

Another example is the United Kingdom Governmeritrain to Gain Programme.
This programme provides low-skilled workers in dnesiterprises with training that leads
to a formal vocational qualification. This prograenis directed at employees with
qualifications below Level 2 of the national quiakiftions framework. This scheme is
innovative in its recognition of the problems ofmiption that formal training can create
for small enterprises. It seeks to address thisanways:
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1. by asking employers to identify basic and vocatioskills gaps that affect their
productivity, training provision is then tailored the requirements of the employer and
employee, with an emphasis on work-based delivewy jprovision using the national
competence-based framework; and

2. by compensating the employers for the absence @loyes who undertake training
leading to qualifications, it covers the costs draption. In this way, the programme
reimburses employers for the cost of releasing eyaas during normal working hours,
with extra support for small businesses. This apgnoprovides for the individual
assessment of employees' skills and enables tggpiams to be tailored to their individual
training needs (Hillage et al., 2005).

Public policies and programmes can change the talafhrisks that small enterprise
owners/managers encounter in making decisions abopporting formal training. In
particular, these kinds of schemes address onbeo€éntral concerns of small enterprise
owners/managers - the disruption to production. sAggested, this can be done by
guaranteeing a replacement employee with the sawe bf skills, by compensating the
employer for the absence of employees, or by tagothe training, using a competence-
based system, to the specific demands of the wackpl

5.3 Public policy interventions to enhance equity

We have seen the importance of networks in asgiskia learning process of small
enterprise owners/managers and their ability tekbgvtheir business. These networks are
vital for the flow of information and resources assary to make informed business
decisions. They are sometimes referred to as fafmsocial capital in that they facilitate
access to social knowledge, as opposed to the hgeagital possessed by the individual.
However, access to such networks can prove probilenfar small enterprise
owners/managers from certain social groups, inoly@thnic minorities, women and those
working in the informal economy. Some of the kesuiss affecting equity in the use of
public policy to stimulate the demand for and defj of skills development in small
enterprises are outlined below.

Ethnic minorities

While members of ethnic minority groups may haversy links within their own
communities, they may have difficulty in accessmagworks within the wider community.
Nevertheless, research has shown that it is wrosgée all ethnic minority business owners
as relying on their own community networks. Contray some views of ethnic minority
businesses, Marger (2001), for example, foundttimmajority of small enterprise owners
with ethnic minority origin operate within the “nmstream” economy, with only 10 per
cent relying on a co-ethnic clientele; and with thaority having a diverse employee base.

The growth of ethnic enterprise in areas such aand the high-tech sectors in the
United States has also seen a shift towards ethimority small firms catering to a wider
customer base, taking on skilled employees of de/asthnicities and developing more
high-skilled enterprises (Chaganti et al., 2003)e mall enterprise owners from a range of
ethnic groups in southern California were frustlaly the locality or co-ethnic focus of
their enterprise and expressed an interest to exp#an wider markets (CDTC, 2000).
Indeed, a presence in international markets andrexjs linked to employment growth and
sales performance in these small enterprises. hapidy, Leung (2001) notes that in
Germany, ethnic Chinese-owned high-tech small pnsas make use of co-ethnic
networks nationally and transnationally but alserage in the mainstream and high-skilled
economies. Rather than being held back by a foauseoving the co-ethnic community,
these entrepreneurs are making use of their sao@lhuman capital to create dynamic
small businesses that compete in a global market.
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However, when it comes to business support ser@ndsgovernment initiatives such
as business links, networks and training programmédsw proportion of ethnic minority
small enterprise owners make use of such resolBasett et al., 2001; Brenner et al.,
2000; CEC, 2003; Husband and Jerrard, 2001; Ma&f¥¥]1). Furthermore, government
policy has only a marginal impact on such enteegsri@Barrett et al., 2001). Since small
enterprise support and advisory programmes arey &terce of information and learning,
there is an interest to increase the involvemerdtiofiic minorities and their participation
may be vital to the success of ethnic minority frnn southern California, researchers
found that where the owner was involved in busimessvorks, professional associations,
seminars and workshops, there was significant eynpdait growth and increase in sales
revenue. As well, sales performance was found tee hstrong links with business
assistance, with the most important areas of aswiet being business and strategic
planning, human resources, training and succegéamming (CDTC, 2000).

Many of the concerns and needs of ethnic minortglsenterprises will be the same
as those of small enterprises generally. For examigispanic/Latino small enterprise
owners in the Community Development Technologiest€le(CDTC) study highlighted a
need for providing training and information on mgeaent, technologies, finance, sales
and advertising. These small business owners wareecned that they were being left out
of business networks and opportunities for expangiespite their growing presence in the
area (ibid.).

There can be language, religious and gender isthasimpact small enterprise
support and an awareness of them can improve sateiovery. Crick and Chaudhry (1995,
1996) advise that providing information in a ramgdanguages could be beneficial to the
take-up of government and agency initiatives foalranterprises. They found that some
Asian small business managers in the West Midlaedg®n of the United Kingdom were
suspicious of groups and bodies outside of theietommunity. The authors suggest that
such anxiety can be reduced by providing talkstarginess advice in locations in the local
community.

Cooperation and partnership between governmentagedhcies aiming to provide
training opportunities and resources to ethnic miiypenterprises, on the one hand, and
groups representing ethnic minority business, an dther hand, can be vital towards
ensuring access to information and resources anduilding understanding and trust
between institutions and different communities.eled, Brenner et al. (2000) argue that
rather than creating new development and suppodrammes for ethnic minority small
enterprises, it is more effective to make use efdkisting networks within many ethnic
minority communities in order to share informatiamd to gain a better understanding of
the policy and development needs of these entesprior this to be successful, however,
there must be simultaneous development of partipebsitween government bodies and the
relevant cultural community, with a focus on builglitrust and an effective means of
distributing resources.

A number of training, business support and employm@ogrammes have been
established in different countries to promote smaterprise participation and development
among different ethnic groups, both as owners/eyaptoand as employees. The following
case study (Box 11) details a regional scheme stggpthrough government funding in the
United Kingdom.
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Box 11:
The Phoenix Fund

In the United Kingdom, the Government's Phoenix Fund supports small enterprise and
entrepreneurship schemes aimed at creating opportunities and regeneration in disadvantaged
areas. One such scheme is the Asian Business Support (ABS) programme run by Nazir
Associates, a privately-owned consultancy firm that focuses on small enterprises in the
Birmingham area and a regeneration strategy in the region.

The ABS programme offers business support and training to small enterprises. lts
consultants provide multilingual support, advice and training in a range of areas, including human
resources issues, diversity and organization development and business and marketing plans. As
well as ABS, the company offers a Halal loan fund, which facilitates borrowing for Muslim small
enterprise owners/developers in the West Midlands and ensures that both borrower and lender
share the profits and losses of financing in accordance with Islamic beliefs.

Source: Nazir Associates, 2006.

Gender and networks

Members of ethnic minority business communities afecourse, not the only group
who have difficulty in accessing networks. Thersasne evidence that women running or
thinking of starting small enterprises can expemem lack of confidence. As Martin
(2001b) suggests, because women can experienesnexttifficulty in gaining funding and
support from their families, this is perhaps natpsising. As such, networks can provide
essential support for women embarking on or devetppmall enterprises.

The difficulty of women accessing networks is exbagd by their limited access to
workplace learning. Studies in the United Statesdébthat while only 14 per cent of young
males received formal company training, the rarewiomen was substantially lower at
only 8 per cent. Similar studies in the United Klogh showed that young women, in
particular, were much less likely to receive emplefunded training than men (ILO,
1998).

While this is a contentious and under-researched, ahere is evidence of gender
differences in women’s and men’s perceptions ofyreach to and requirements from
networking and mentoring. For example, women hasenbfound to be more open to
networking and more likely to form allegiances wither enterprises than men. This is
explained in a number of ways: some research haglfevidence of negative perceptions
among men of networking, with other enterprisesyse® competitors or with men being
less likely to look outside of themselves or thaiterprises to solve problems because this
could be seen as a weakness (Gaskill, 2001; M&@i@1lb). Research on entrepreneurs in
Bangladesh found that 64 per cent of men, compar&® per cent of women, stated that
they had developed the skills necessary to rum thesiness on their own, while 41.5 per
cent of women, compared to 13.5 per cent of med,daaned technical knowledge from
their family (Karim, 2001).

The following example (Box 12) of a state netwarkhie United States highlights the

importance of larger networks in promoting womehissiness and equitable access to
learning, training and finance.
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Box 12:
Women’s Economic Development Initiative (WEDI), Connecticut, USA

WEDI was set up by the Connecticut State Government's Permanent Commission on the
Status of Women to promote the economic development of women. The initiative operates at all
levels, ranging from working with school children to enterprises and organizations. The initiative
involves forming a coalition among advocates, legislators and leaders in government and the
business community. A wide range of activities are organized, including networking opportunities,
training and development programmes, research, complaints assistance, legislation monitoring
and public discussions and conferences. Specific activities for small enterprises have included:
conducting a survey of women business owners in 2001 in conjunction with the Connecticut
Chapter of the National Association of Women Business Owners; developing a WEDI video
entitled “Starting and growing a small business — Choices for success’; and distribution of a
resource guide to public libraries, technical schools and colleges. In addition, WEDI sponsors an
annual Women Entrepreneurs’ Day. More than 100 women attend the event, which provides
opportunity to network and access information about financing, training programmes and state
procurement. The event involves talks from policy-makers and group discussion among women
business owners and State representatives.

Source: PCSW, 2001, 2006.

The WEDI case illustrates that wider networks opresentation — those not
specifically focused on women in small enterpriseswomen’s development generally —
can represent the diversity of women's concernsh beithin and outside of small
enterprises. They not only investigate areas Speltif related to female entrepreneurs but
are involved in policies, promoting equity and limk women and girls with resources on
different aspects of business, child care, hetdtthnologies and legislation.

In New Zealand, where 85 per cent of businessesogrfige or fewer people, women
involved in networks were found to be more likadygrow their business than other female
and male small enterprise owners (McGregor and dw@€02). These “networked”
women were also more likely to have a mentor.

In developing countries, initiatives to support wanis enterprise can be a vital source
of information in a range of areas that impact @men’s daily lives and can significantly
enhance their ability to successfully develop thwim small enterprise. Facilitating the
building of networks among women entrepreneursnis of the objectives of the ILO’s
Women'’s Entrepreneurship Development and GendealEg(WEDGE) programme.

By facilitating trade fairs, WEDGE has helped Wontentrepreneur Associations
(WEAS) to expand their membership base and buildetprorks of women entrepreneurs.
In the Amhara district of Ethiopia the local WEA®m not succeeding in attracting local
businesswomen to become members. With WEDGE suppertChairperson organized a
trade fair in the regional capital Bahir Dar justop to Christmas. It was an enormous
success for all the WEA members who participated @sulted in the local association
expanding from 70 to over 200 members virtually romgght. Other local branches
followed suit and by 2006 the regional WEA hadxeeass of 3,000 members. WEDGE has
also developed a training tool aimed at building governance and organizational capacity
of WEAs.

In Ethiopia, Uganda, the United Republic of Tanaarand Zambia, the WEDGE
programme has financed and helped organize the iMohtthe Women Entrepreneur
(MOWE). It comprises a series of promotional evensr the period of one month — trade
fairs; fashion shows; marching through the centtewn, and so forth. On each occasion it
has obtained significant political and media ins¢r@nd, importantly, has brought women
entrepreneurs with and without disabilities togettveform durable networks. In each of
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the four countries it has now become an annualtelre2008, Ethiopia will be holding its
fourth such event.

In the following example from South Africa (Box 13)e see that such initiatives
provide women with access to training and advidated to their enterprise and with an
outlet to sell their products as well as social badlth care support and advice. Again, this
more holistic approach means that such initiatc@s have a wider social and economic
impact, ultimately improving the quality of womeniges.

Box 13:
Thusanang Development Project, South Africa

The Thusanang training and development project has been operating for more than 20
years. It is a non-profit organization, relying on donations, that provides skills training and job
creation programmes for rural women in the Free State and North West provinces and aims to
promote self-sufficiency. Thusanang has received Education Africa Premier awards for its
contribution to rural development. Areas of training range from developing crafts skills and self-
sufficiency to business planning that enables these women to set up their own small enterprises.
In addition, Thusanang provides business links and support for a number of craft groups and
provides an outlet for these small enterprises’ products through mail order, their web site and
their stall at a craft market in Johannesburg.

Health problems and, more particularly, the AIDS situation, are having a significant impact
on the working population of South Africa, especially women. Thusanang seeks to ensure the
success of the programme by dealing with such issues. They provide social and health support in
terms of building awareness about HIV and AIDS and offering counseling, basic health care
information and confidence-building activities.

Source: Thusanang, 2006.

Gender and informal versus formal networking

Among small enterprise owners and owner/managergeineral, there is some
evidence of preference for local and informal nekso over formalized and
institutionalized networks (Gaskill, 2001; Sungaét 2000). However, there also appear to
be some important issues around differential actessnd use of informal and formal
networks among women and men.

Some of the evidence indicates that male entreprersge more likely to be members
of formal associations and to attend formal mestioigsuch associations. An ILO study in
Bangladesh, Philippines, Tunisia and Zimbabwe (blielVarcucci, 2001), for example,
found that while the majority of women and men wao¢ members of associations, four
times as many men were members compared to worheseTormal associations included
employer’s organizations, chambers of commerce anwhll business associations.
Similarly, a study of 40 small enterprises in theited Kingdom showed that while both
men and women may not see formally organized nésvas relevant, men are more likely
to attend meetings anyway; women may experiencesaduarriers in terms of lack of time
due to combining networking with their family resgpibilities and attitudes (Martin,
2001b). As well, while official networks and club®re regarded by men as vital ways of
finding new business, women found the formal neksdess useful and not for “people
like us” (ibid., p. 293). Not only were meetingsganized in the early morning, when
women with caring responsibilities could not attelogt women found the atmosphere “felt
wrong” and was male dominated, being run alondittes of a “typical old-boys network”
(ibid., p.293). Instead, women drew on a ranganédrmal networks with customers,
suppliers, friends and family when a problem arose.
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The use of informal networks emerged in an ILO @cbjn Cambodia. Due to their
lacking literacy and numeracy, many women expegdndifficulties in developing basic
business plans for income-generating activitie®e MO project set up literacy/numeracy
classes. The relationships formed in these clagsesdoped further into informal networks
where the women discussed their projects and stggpeach other. The informal networks
continued long after the literacy classes were detag (Riordan and Cummings, 1995).

While women are clearly forming their own informatworks, it is important that
formal networks are both accessible for women apdesent women in small enterprises.
The use of information and communications technel®dICTs) is one way in which
access may be enhanced for those women (and meranemot able to attend meetings, as
well as providing an effective means of accessimgrination at any time. Of course,
differential access to ICTs means that this isanstraightforward answer. Because women
constitute the majority of the world’s poor, theayrface further barriers to accessing such
opportunities due to a lack of access to new tdolgies (Mitter, 2000). In addition, while
ICTs may enhance access in terms of time, for queople they do not remove the power
relations inherent in networks. As previously notemim a study in the United Kingdom,
women felt excluded by what appeared to be “old-beyworks” and found that meetings
were scheduled at times designed around traditiomale schedules (Martin, 2001b,
p. 293). It is evident that flexibility and timingsues as well as the traditional relations and
perceptions underpinning many formal networks assbeiations need to be addressed.
Again, learning and training could be vital in théspect, in terms of training for women in
setting up networks of their own and in challending traditional gender relations that are
inherent in some networks.

Networking in the informal economy

Informal networks are also a feature of develomogntries. As the work of Barasa
and Kaabwe (2001) explained, the diverse charaiftéhe informal sector requires that
different needs be met. In this sense it is apjmtgto consider it as highly segmented. For
some owners/managers, the needs can be for emteepi@ skills, whereas many others
require better production skills. In addition, there the requirements of the trainees and
other employees within this sector to be consideBarasa’'s and Kaabwe’'s research
suggests that the use of pre-employment vocatiomalses as a means of enhancing the
technical and managerial skills of the labour faceertainly inadequate. This is because
so few workers in this sector receive any trairfiogn the formal sector, the majority being
trained within the informal economy. In their resgm only 12.5 per cent of people
surveyed had any formal pre-employment training;uast majority (71.57 per cent) of the
sample were trained within the informal sector.

One response would be to treat the informal seatran alternative mode of
vocational training to the formal sector (idem.his' has a certain appeal, but there are
problems with the approach. The most importarftas one of the aims of policy must be to
encourage movement out of the informal sector atwthe formal sector of the economy,
otherwise the basic revenues of the state arslatThis is particularly important in Africa
where the capacity of the state to deliver effectraining programmes is already at risk in
many countries. ldeally, programmes aimed at tHernimal sector should build in a
component that seeks to enhance the training dgpaEdhe state to assist such enterprises,
while also supporting the distinctive cultural i@&ts of learning in the local context. One
such programme is the Voucher Training System inyide as the following case study
describes (Box 14).
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Box 14:
The Micro and Small Enterprise Voucher Training Programme in Kenya

The aims of the programme are two-fold. The first is to provide access to skills training and
appropriate technology for small enterprises and to facilitate technological innovation in the
sector. The second aim of the programme is to improve the operational and managerial capacity
of the institutions and programmes that support the sector’s development.

The programme recognizes that the market for training is segmented. Thus, there are three
separate targets: the first are the owners and workers in micro-enterprises that employ from one
to ten workers, where the aim is to improve and upgrade their skills and managerial capabilities.
The second are small firms with 11-49 employees, where the aim is to help product development
and diversification. The third is to improve access of small enterprises to sources of credit supply.
Here the programme is assisting 50 of the 300 small enterprise sector associations in Kenya to
form credit and savings cooperatives.

Corresponding to these aims, there are three separate voucher systems:
1. the Voucher Training Programme for skills upgrading for small enterprises;

2. the Technology and Business Development Voucher Programme to assist
product development and diversification; and

3. the Micro-Finance Voucher Programme to assist with setting up the credit and
savings cooperatives.

The vouchers are used to provide access to subsidized training delivered through a selected
group of service providers, including both public and private organizations. The programme
involves a needs analysis of the sector to ensure that the vouchers are generating a demand-led
response from the service providers. In addition, the clients are required to pay a symbolic fee to
ensure that they place value on the service being provided. This fee increases in line with the
frequency with which clients use the service. The programmes are monitored and a quality
assurance mechanism is built into the delivery.

Evaluation studies have suggested that the scheme has achieved good results. Some 2,000
small enterprise owners/workers have been trained, 905 assisted in product design and 50 small
enterprise sector associations formed. Tracer studies of the technology voucher scheme
indicated that, compared with a control group, participants in the scheme increased assets and
sales volumes, diversified their products and increased employment. The scheme as a whole
also encouraged craft workers and private sector businesses to adapt their training programmes
to the needs of the small enterprise sector.

Source: Gichera, 2001.

Another approach was developed in South Africa wiith Basic Employment and
Skills Training Programme. This aimed to bring eoyphent and training opportunities to
people in the disadvantaged informal sector. Fan®pte, one project was designed to
enable young people to build their own house andasguire construction skills. A
government grant encourages the active participatioooung people in building their own
home. While this is underway, additional modules @iovided to impart the skills required
for running a small enterprise. This project wasoalsed as a first step in assisting the
development of training providers. The same bakas have been adapted in other areas,
such as home-based livestock production and brakimg (Bird, 2001).
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5.4 Conclusions

We started this paper by looking at some of thehmthat surround our understanding
of training in small enterprises from a policy-mekeperspective. By focusing on the
process of learning and skills formation in smaitegprises, we were able to refine our
understanding of the problems involving the forrtiola and implementation of policy. In
particular, we identified two separate issues #ratfrequently compounded in the policy
debate:

the problem of what determines the level of skilged in small enterprises; and

the problem of why small enterprises use inforrearting rather than formal training as
the basis for skills formation.

With regard to the first problem, we found that 8reaterprises were little different
from large enterprises. With regard to the secaredfound that MSEs were very different
from MLEs.

We think that this analysis has helped provide pewspectives on the policy issues
we started with. It did not lead to “the one beal/o deliver training to small enterprises,
but it did lead us to highlight a number of prinegthat should guide the formulation of
policy. In particular, we saw that there is a néedackle the issue of improving learning
and training in MSEs indirectly by tackling the mmess problems confronting
owners/managers, by stimulating informal learning by supporting the networks through
which many owners of small enterprises enhance kmn@wledge of business and business
processes. In the previous section, we providednples of successful programmes and
policies that have embedded these “learning paintsgvitably, we have focused on
employers’ problems because they are the ones wtimot the process; but we have been
acutely aware that the employees’ interests asome respects different. Here we have
considered some of the public policy issues stemririom the ideals of equity.

There are, as initially stated, a range of oth@bl@ms and issues that we have not
covered within this short paper or that lay outsddleour remit to focus on learning and
training in small enterprises. For example, an irtgrd focus is the problem of building
capacity in developing countries to deliver natiggragrammes or the most effective ways
to structure informal or incidental learning. Thenission is in part because there is
relatively little research in this area.

What we hope to have achieved is an understantatg in order to resolve some of
the immediate policy issues, it is important topsteack and ask more fundamental
guestions about the process of skills formationnBohis creates a better position in which
to look at the problems from a more detached petseand provides answers to some of
the underlying issues confronting those who wantaise skill levels in the labour force.
Identifying the underlying issues leads to bettsight into why some policy interventions
have been more successful than others. Such gesamp insights can then be used to help
shape future policy interventions in specific natiband cultural contexts.
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