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Summary

This study investigates the responsibility of companies when dealing with em-
ployability and access to training. Increasingly precarious conditions in the
labor market, selection biases in accessing training opportunities, and the in-
creasing distrust toward market economy and labor-market institutions call for
a systematic business-ethics investigation of the topic. Emphasis is placed on
implementability of ethical requests.

The theoretical framework used for this investigation is the economic
ethics. Its heuristic uses prisoner's dilemma to search for incentive-compatible
cooperation gains as realization of responsibility. The study starts by recon-
structing the empirical context in which companies act when they take deci-
sions on training and employability strategies. Twenty, in-depth expert inter-
views in two EU-countries deliver empirical evidence to conceptually inform
the construction of problem-driven dilemma structures. From such dilemmas
the clarification of the responsibility scope is derived.

Findings show, first, that the training market does not offer strong incen-
tives to perform high-quality training and to reach out to difficult groups. Ra-
ther, the market structure reinforces negative spirals of exclusion and low com-
petition due to behavioral expectations. Second, conceptualizing employability
as a commons can help overcome some intrinsic coordination issues. Third, two
conditions are identified, namely relations among actors and competition
framework, in which companies can invest as part of their responsibility.

Theoretical and methodological implications as well as practical recom-
mendations for managers and policy officers conclude the investigation, to-
gether with further research questions raised by the analysis.



Introduction

Scientific and practitioners' literature on business ethics and CSR has consid-
ered countless aspects of corporate responsibility and how it can be managed,
implemented, and communicated — from community involvement to environ-
mental impact, from charity to information disclosure, CEOs' compensations
and fair customer relations. All the more remarkable is then the limited pres-
ence in this literature of work dedicated to what is arguably, at least in conti-
nental Europe, one of the historical constituents of the license to operate of a
for-profit organization, namely a company's ability to create jobs and inclusion
in the labor market, of such jobs from which individuals can derive dignifying
lives and avoid the hardship of under- and unemployment.1

Youth unemployment is pushing 21% in the EU-28 in early 2015,2 work-
ing lives are extending well into one's late sixties, continuous technological
changes and countries with considerably lower labor costs apply constant pres-
sure on European labor markets. Against this background, understanding and
reflecting in a scientific manner the role of companies in today's labor and
training markets, and the scope of their potential responsible contributions,
appears largely overdue.

Some evidence of interest for the issue is found in the GRI4 Guidelines,
one of the most used reporting tools for sustainability and CSR worldwide
(Global Reporting Initiative [GRI], 2013). These guidelines have a set of indi-
cators dedicated to labor practices and companies are requested to report on
"skills management and employability." The fact that the topic has made it into
this reporting initiative speaks for its perceived discourse relevance. However,
because of the absence of thorough work on its rationale, the legitimacy of this

1 Data from the Flash Eurobarometer 363, published in 2013, show that citizens consider the
creation of jobs (51%) and the provision of training (31%) among the main positive effects of
companies on society. Contribution to economic growth is in their eyes only slightly more
relevant (32%) than training. The expectations are different in the US, where citizens ranked
the development of innovative products and services ten percentage points higher than train-
ing (respectively 31% and 21%). The survey also asked about negative impacts. In the EU,
reducing the number of employees ranked second (together with environmental pollution,
both at 39%) after corruption (41%). In the US, reducing the number of employees ranked
only fourth (28%), ten percentage points after corruption and excessive influence of compa-
nies on government policy (both at 38%), and environmental pollution (34%).
(Eurobarometer, 2013, p. 13—14. Percentage of respondents; multiple answers possible).

2 Data from Eurostat database, January 2015. The average of 21.2% of unemployment rate for
individuals less than 25-year old hides a great variance, from the 7.1% of Germany and the
10.8% of Denmark to the 50.9% of Spain and the 41.2% of Italy.
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indicator is not clarified, nor is any indication given of what exactly the status
of such sustainable skills management is. The rationale of the report and the
expectations seems to be that the more, the better.

Such expectations might not be differentiated enough. If at an aggregate,
macroeconomic level it can be safely assumed that under most circumstances
more employability is better than less, and if it can be assumed that reducing
the employability of employees and structurally excluding them from the labor
market is mostly not desirable, it remains unclear what the responsibility of a
single company is and which ethical demands can be moved to corporate ac-
tors. Which responsible behavior is legitimately demandable and implementa-
ble from company's perspective under current market and competition condi-
tions? The main objective of this research is thus to clarify the scope of this
responsibility and to develop implementable guidelines for companies when
dealing with employability, access to training and presence on the labor market.
This objective is pursued making transparent the texture of empirical conditions
under which companies function.

In particular, it might surprise that despite the beneficial implications of
having a trained, skilled and employable workforce, inclusion and training are
not pervasive, and self-reinforcing patterns of selection and of low-quality
delivery are broadly present, as the literature and data confirm.

Business-ethics reflection could give several practical suggestions: To in-
vest in technology and reach out to more people, for instance; to promote legis-
lation which includes and advances everybody without distinction; to appeal to
the good will of companies for them to support better employees; and to make
more money available for these topics and relieve access to financing.

These approaches, as promising as they may seem, have all been tried in
practice, and proved insufficient. New technologies such as e-learning are not
solving the problem of self-selecting participants into education and training
(Sims, Powell, & Vidgen, 2008), legislation on inclusion and access formally
already exist in almost all EU countries (EUROFOND, 2007), appeals from
social partners seem to fall flat, public funds are available but not able to fun-
damentally counteract usual spending patterns and trends (Istituto per lo
sviluppo della formazione professionale dei lavoratori [ISFOL], 2013).

All these approaches have one thing in common, that is, they do not
account (sufficiently) for incentive-compatibility, in particular for behavioral
expectations, and do not coordinate actions among actors. They all fail to pro-
vide companies an appealing alternative to the status quo. This investigation
addresses exactly these aspects to support implementation of responsibility.

This research pursues a theoretically-grounded and empirically-supported
approach to clarify the scope of responsibility in dealing with employability, in
particular through training. The approach is based on the economic ethics of
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Andreas Suchanek and gives emphasis to the implementability of responsibility
demands. To do so, the methodology stresses the importance of understanding
and reflecting the empirical conditions under which companies act, and the
limits they represent.

In the economic ethics framework, this means focusing on conditions for
realizing socially desirable cooperation gains. It means focusing on assets
which can allow interactions and transactions to happen and which can enlarge
future use of freedom, rather than reduce it.

In this investigation there are no indications of how to motivate people to
participate in training, use training for employee binding, or other similar,
operational and company-specific goals. There are indications on which assets
should be supported to facilitate the realization of cooperation gains, because
each company is different and exposed to different empirical contexts. Condi-
tions help account for this heterogeneity, leaving room to organize incentive
compatibilities and to align interests in the specific cases that companies might
encounter.

This study contributes to the current state of knowledge in four ways.
First, it contributes a scientific discussion on business ethics and corporate
responsibility which shows in which conditions and how companies can invest
to responsibly deal with employability and training. Second, the investigation
contributes to practitioners' discussion by showing how employment and
employability can be more thoroughly and thoughtfully incorporated in the
discourse of CSR, avoiding simplifications, illegitimate demands and wrong
expectations. Third, it contributes indirectly to the policy discussion, in particu-
lar at the EU level, by showing patterns of low incentive-compatibility and
counterproductive effects of rules systems. Fourth, a contribution is made on
empirical-methodological level by developing a research design for data collec-
tion and analysis which can be used for similar business-ethics questions in the
future and which takes into account the latest developments and research
options in qualitative methods.

The investigation reconstructs in a methodologically-sound manner the
market for training in two EU economies from the perspective of the incentive
systems, the actors involved and their strategic behaviors. Then, it shows that
the concept of employability can be constructed as leading to a prisoner's di-
lemma. This reconstruction is heuristically fruitful as it shows that responsible
action cannot be demanded on a one-to-one basis between employer and em-
ployee. Responsibly dealing with employability needs an improvement of the
overall "social" contract in the labor market, in particular among companies as
buyers of labor. This would ensure that issues of lack of coordination are
addressed. Finally, the research identifies two conditions that can support the
realization of cooperation gains in employability, training and the functioning
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of the labor market. The first condition has to do with investing in (trustworthy)
relations among actors and can be sustained through individual self-binding
arrangements. The second condition relates to investing in the framework of
competition and can be pursued via collective self-binding. Both strategies
allow for the realization of cooperation gains among actors, thus becoming
appealing and incentive-compatible under competition conditions.

This thesis is structured in six chapters. Chapter 1 discusses trends in
employment and labor markets and how they lead to the problem statement and
research question of this investigation. In Chapter 2, main elements of the theo-
retical framework used for this investigation are illustrated. The overall argu-
ment structure and the methodology followed in the different parts of the
research are outlined in Chapter 3. Chapter 4 answers the question of "under
which conditions companies act," reporting and discussing the findings of the
empirical investigation. Chapter 5 conceptualizes responsibility scope and
demands on both employability and training matters, and provides corporate
and policy recommendations. An assessment of the contribution, limitations
and outlook on further research conclude the thesis in Chapter 6.



Chapter 1. Motivation and Problem Statement

1.1 Trends in Employment, Job Security, and Skills: The Role of
Employability

In advanced European economies, structural changes in production chains,
industrial organization, demographical patterns, (global) division of labor, so-
cial-security systems, and organizational structures have had a considerable
impact on organization of labor and employment. Such structural changes can
be summarized in two broad megatrends: globalization and knowledge society
(Rump, Sattelberger, & Fischer, 2006, p. 14).*> These changes have impacted
both the labor market and biographies of employees by giving more relevance
to knowledge-intensive/service-oriented industries, longer and healthier work-
ing lives, the competitive advantages achieved through innovation versus low
production costs, employment security rather than job security, flexible con-
tracts, and new ways of being part of an organization.

An implication of these trends has been the importance of skills and com-
petences as instruments to cope with faster-paced technological changes and
longer working lives with correspondingly obsolescent skills. Human capital,
lifelong learning and skills have become policy-designing elements to tackle —
with different nuances — a fundamental challenge, namely to maintain the level
of productivity of individuals and of firms by constantly upgrading and adapt-
ing t:) changing external requests (e.g. organizational, ergonomical, technologi-
cal).

A further implication is related to changes in employer relations, and in
particular to the evolution of job security into "employability." Hillage and
Pollard (1998, p. 2) define employability as an "individual's ability to gain
initial employment, [...] maintain employment, [make] 'transitions' between
jobs and roles within the same organization [...], obtain new employment if
required, [...] and [ideally secure] the quality of such work or employment."’
Moreover, Hillage and Pollard (1998, p. 2) find the very origin of the interest in
employability in the reaction to basic trends in economics: "in the changing

3 See Bundesministerium fiir Inneres [BMI] (2012) for an overview of challenges caused by
demographical change and its impact on labor and social security; see also Rump et al.
(2006); Scholte (2000).

4 See for instance the Lisbon Strategy for Growth and Jobs, launched by the European Council
in 2000.

5 Against this background, health management in companies becomes as important as human
capital and employability management.

© Springer Fachmedien Wiesbaden 2016
S. Castellazzi, Employability and Access to Training,
DOI 10.1007/978-3-658-14796-9_1
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nature of public employment policy, with increasing emphasis being given to
skills-based solutions to economic competition, and work-based solutions to
social deprivation. [...] and the need to build new relationships with employ-
ers."

Further, McQuaid and Lindsay (2005, p. 203) argue that changes caused
by structural shifts (e.g. mismatches between labor supply and demand, shifts
toward non-manual work) have led to changes in policies. Such changes aim at
employability and upskilling, and assume that "measures to 'up-skill' and acti-
vate unemployed people will have positive impacts in terms of labour market
participation, economic competitiveness and productivity; and, secondly, that
long-term unemployment specifically is a crucial barrier to increased participa-
tion in the economy and wider society, and so to the realization of these associ-
ated macroeconomic benefits."®

In the EU — the geographical focus of this analysis — the idea of employa-
bility, linked to lifelong learning as well as training and skills, has been posi-
tioned within the concepts of the knowledge economy and knowledge society:
participation in both requires certain skills levels and, due to short cycles of
innovation and changes, these skills also require a continuous upgrade (Rump
et al., 2006; Clarke & Patrickson, 2008).”

While globalization and technical changes have and continue to cause a
restructuring in many industries, and the traditional promise of "job security"
has become increasingly difficult to be kept, the idea of employability has
emerged as a measure of how probable it is for a person to be employed in the
future, irrespective of where and in which specific job. Employability can come
in two forms, namely within the existing company but with other tasks and job
titles (i.e. internal employability), or in a new organization, possibly in different
fields or industries (i.e. external employability). Within this framework, tools to
maintain and increase employability have become functional equivalents to the
type of support provided by social security or trade unions (see for instance
Priddat, 2010a, p. 227 ff.).

Several different elements can be considered as drivers of employability.
Such drivers include but are not limited to the physical condition to perform an

6 In their work, McQuaid and Lindsay (2005, p. 203) recognize that structural shifts result in
"changing skills needs [...]. In occupational terms, there has been a shift towards non-manual
work in general and knowledge work (requiring higher level skills and qualifications) in par-
ticular." See also Autor, Levy, and Murnane (2003) for an investigation on how technological
changes impact the type of skills required from the labor market. For example, such techno-
logical changes have led to an increase in demand for non-routine interactive and analytic
skills, and to a decline for manual and cognitive routine ones (p. 1296).

7 See Brine (2006) for a discourse analysis of how European institutions have constructed the
"learners" in the knowledge economy and society since the first policy positioning in the ear-
ly 1990s.
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activity (thus linked to health and age), mental well-being, the availability of
education and training, the freedom from household chores and from assisting
family members, and macroeconomic situations. McQuaid and Lindsay (2005)
introduce a model that encompasses elements that drive employability on the
supply side, i.e. assets that an individual has or can acquire which would make
her more appealing on the labor market. This model also considers demand
elements, i.e. external elements which in some cases are dependent on the ac-
tion of enterprises,’ and in some cases are related to macroeconomic dynamics.

Table 1, based on McQuaid and Lindsay (2005), displays selected ele-
ments relevant for employability and linked to human capital and skills.

Table 1: Selection of employability drivers linked to human capital, skills and training

Individual skills and attributes Demand factors

e Basic transferable skills: e.g. prose and o Labor market factors: level of
document literacy; writing. local, regional or other demand,

o Key transferable skills: e.g. reasoning, nature and changes of local and
problem solving. regional demand.

o High level transferable skills: e.g. team e Vacancy characteristics: oppor-
working, business thinking, vision, job- tunities for promotion, extent
specific skills. of part-time, conditions of work

e Qualifications: formal academic and remuneration.

and vocational qualifications.

o Work knowledge base:
work experience, general working
skills, occupational working skills.

Source: Adapted from McQuaid and Lindsay (2005)

Particularly relevant for employability are transferable skills. These skills and
competences increase employability by making the individual more adaptive at
taking up new and different tasks.” They are deployable in a variety of situa-
tions, either directly or as abilities to more quickly learn other skills. The fact
that they are transferable makes them more appealing to a series of employers
in different industries and jobs, thus increasing the employability. Conversely,

8 Within this investigation, 'enterprise' and 'company' are considered synonyms and are inter-
changeably used.
9 In this investigation, the meaning and relevance of transferable skills is similar to what

Becker (1964) calls 'general' skills, as opposed to specific skills.
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due to obsolescence of skills, to not take action in developing and upgrading
skills can arguably be considered equivalent to reduce employability, as the
employee becomes less able to adapt to new tasks and requirements.

The richness of elements linked to employability goes hand in hand with
the question of how and who can support it, together with who is responsible
for it. Initially, policy discourses constructed the individual as main responsible
subject. Later, the contribution that non-individual actors can give has been
further stressed. For instance, Hillage and Pollard (1998) argue for an interplay
of supply and demand elements without relying on only one or the other. There
is a need to bring together the individual and the structural element since none
of the actors has control of all the leverages (Fejes, 2010). Human capital and
skills have become an important leverage of employability, together with the
instruments through which they can be learned throughout one's career: for
example, different types of training, on the job experience, formal education,
and exchange with supervisors and peers. As a starting point in this investiga-
tion, the following definition is used (Cedefop, 2008b, p. 50):

"Continuing education and training: Education or training after initial education
and training — or after entry into working life, aimed at helping individuals to:

e improve or update their knowledge and/or skills;
e acquire new competences for a career move or retraining;
e continue their personal or professional development.

Continuing education and training is part of lifelong learning and may encompass
any kind of education (general, specialised or vocational, formal or non-formal,
etc.). It is crucial for employability of individuals."

Building on this definition,'’ the next section highlights the main transfor-
mations happening in the provision and delivery of training.

1.2 Trends in Provision of Training

Over the past decades, changes in the economic structure and in the policy
agendas of European countries have brought about essential modifications in
the provision of training and in its main features. Companies have become
relevant actors both on the demand-side for further training of their own em-
ployees and on the supply-side by providing training. Individuals have realized
the importance of a life-cycle approach to their employability and public offic-

10 In this investigation the focus is on training and not education. Moreover, mainly formal and
non-formal training is considered, while informal training was not part of the focus. 'Further
training' is used in this investigation as synonym of 'continuing training.'
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ers have started to set the policy framework refraining from intervening too
directly (Busemeyer & Trampusch, 2011).

Participation in training (both for work and non-work related matters) has
increased across all countries, albeit with great variance, and so has the im-
portance of the companies' role. For instance, six out of ten further training
activities in Germany were paid by the company in 2012, and more than half
were at the company's initiative (Bundesministerium fiir Bildung und
Forschung [BMBF], 2012)."" Enterprises are performing an increasingly rele-
vant and impactful role in designing, strategizing, financing and monitoring
training efforts, and have become part of the market for training provision.

Because of some specific characteristics of training, it can be said that
such market for training is a market of imperfect competition. Three of these
characteristics are that (a) training is an experience good (Buttler, 1994),'* (b) is
considered a specific asset investment which creates dependency and is subject
to exploitation risks (Diill & Bellmann, 1998; Goérgens & Pfahler, 2001; both
draw on results of O.E. Williamson)," (c) the impact of training is difficult
to control and evaluate (Buttler, 1994; Heuer, 2010).

These characteristics have implied that a more economic- and efficiency-
oriented rationality was introduced in order to translate the dynamics of training
and adult education and pedagogy into categories understandable by profit-
driven organizations (Heuer, 2010). These features have been enhanced by the
outsourcing trends, where the risk of being exposed to opportunistic behavior
(and the related tendency to preventive reactions) on the one or the other side of
the transaction increases.

In companies, tendencies show how the outsourcing and the buying of
training "products" on the market has gained momentum, multiplying the actors

11 Analysis based on Adult Education Survey 2012.

12 Buttler thus elaborates on why training can be considered an experience good (Erfahrungs-
gut): "A consumer does not recognize at first sight the quality of an experience good, differ-
ently than in the case of an inspection good. Used cars are for instance experience goods and
Akerlof (1970) uses them as an example to illustrate the problem of the "market for lemons,"
a market in which low performances can be perpetuated due to quality uncertainty on the side
of buyers in the market" (Buttler, 1994, p. 34). On quality uncertainty see more specifically
Akerlof (1970). Unless otherwise specified, all passages from non-English works are author's
translations.

13 Homann and Suchanek (2005, p. 97) thus elaborate on the exploitability of specific invest-
ments from the perspective of their Okonomik theory: "Many productive activities, or better:
specific investments, are linked to unilateral or reciprocal dependencies, with the conse-
quence that these activities are profitable, but also risky. The productivity and the risks of
these investments are related to the fact that they have been done for specific goals or are
linked to specific circumstances under which they can provide their return. This situation can
become an interaction problem if the interaction partner wants to use this for the own ad-
vantage, because the investor does not have any good alternative available" (emphasis in
original).
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involved in the provision (Gainey & Klaas, 2003; Kiihnlein, 2001).14 This
fragmentation bears effects on the quality and type of training provided, and on
the chances of employees to participate in a profitable way. Kiihnlein (1997)
discusses some of these effects, in particular the tendency to shorter training
programs, with more specific contents and specific skills delivered. Some au-
thors argue that this has created what could be called an economization or, in
more limited terms, a pervading economic logic in terms of costs, returns, con-
trolling under which companies delivering training are set (Kiihnlein, 1997,
2001; Wrana, 2009).

The de facto more central role of the enterprise in the decentralized coor-
dination of the provision segment, coupled with the intrinsic features of training
and the trends that they have raised due to the development of economic logic
in its provision, has not been translated into a more central and comprehensive
coordination of the whole learning and training process. The next paragraph
discusses the possible conflicts in both employability and training provision.

1.3 Individuals, Companies and Society: Interests and Possible Conflicts

Employee-relations literature has looked at employability from the perspective
of changes in the structure of relations between employees and employers (due
to new contracts, career models and similar) and has investigated the relation-
ships between the concept of psychological contract (Rousseau, 2004) and the
one of employability (Bagshaw, 1997; Chambel & Fontinha, 2009; Edwards &
Karau, 2007). If employers cannot promise job security in exchange for loyalty
and motivation (because structures have changed and that job security is much
more difficult to achieve), employability could be a good basis to sign another
type of "covenant" (Clarke & Patrickson, 2008). There could be a new deal
with employability which could substitute the old deal with job security as a
basis for employer relations (Bagshaw, 1997). However, this potential agree-
ment is not solid because it needs to accommodate for conflicts both at employ-
ability level and at the level of some of its constituents, for instance training.
Considering employability first, it can be showed that both the employer's
and employee's side possibly gain from targeting this element in their develop-
ment strategies, even though both sides can at the same time easily be faced
with threats and not embrace it as an internal HR priority. Table 2 shows the
categories used in an analysis in Rump et al. (2006, p. 24-27; 30-34) on the

14 For instance, training that is provided through a training fund implies the involvement of at
least the following actors: company, individual, training provider, training fund operatives,
work council and public officer, together with possible further bilateral bodies and certifica-
tion agencies.
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beneficial and potentially threatening elements the two sides are confronted

with.!3

Table 2: Enterprise's and individual's benefits and threats

Enterprise

Individual

Fast reaction ability

Increasing career opportunities

Benefit L ’ o on the internal and external labor
Increasing innovation abilities market
¢ I“?pmV?d customer Continuous exchange and adjust-
orlentathlon o ment of competences and
e Increasing flexibility in qualifications
persongel capamty ) Increase of self-consciousness and
e Increasing attractivity self-responsibility
as employf.:r L Improvement of opportunities
* De-escalation of conflicts in for shaping the own professional
case of personnel adjustments future
Loss of power Fear of insecurity or loss of job
Threat P Y J

Increase of complexity in
leadership, career patterns,
organization and compen-
sation structures
Qualification for the outside
(market)

Increasing costs

Cultural changes

Fear of overload and burn-out
Suspect of an upcoming cut of jobs

Source: Adapted from Rump et al. (2006)
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Benefits for companies accrue mainly in terms of better skilled and more flexi-
bly deployable employees, together with improved employer image and the
possibility to better manage personnel restructuring (because of employees
having more opportunities outside). The individuals' benefits relate to the abil-
ity to self-orientate and become aware of development potential, together with
increased opportunities both in the internal and external labor markets. Threats
refer to the risk of losing the employee to the exterior, and increased pressure
on leadership and management due to higher complexity. Individuals might

15  Based on empirical study; survey asked employers and employees to rate which benefits and
threats are most strongly linked to the idea of employability.
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negatively react to the idea of employability because of distrust: they might be
afraid of a hidden job cut which will affect them.'’

While both sides could benefit from investments into employability thus,
the question remains — in literature and in policy — on how to combine those
interests smoothly in a way which offsets the potential risks. As it will be
showed more in depth in the course of this investigation, an implicit reason for
the possible conflicts lies in the fact that "the employee should not be fit for one
job and for one employer, but for several fields of work, areas of activity and
forms of organizations" (Rump et al., 2006, p. 19).

Similarly to employability, also further training can support different goals
for the different actors involved. Therefore, non-aligned and potentially con-
flicting interests can arise. Buttler (1994) creates three groups and identifies (1)
companies and their pursuit for up-skilled workforce which can keep up with
technological advancements, (2) individuals wanting to protect their employa-
bility and improve their status, and (3) the State/society aiming at fostering the
overall competitiveness and innovation capacity of the country, while providing
long-term employment chances to its citizens.

Training can thus be performed by different actors and with different
goals. Enterprises, which as showed earlier have an increasingly preeminent
role in training decisions, are confronted with the question of which employees
to train and for which purpose, and companies' preferences are often at odds
with the interests and needs of other actors, first and foremost the employees.

1.4 Implications of Trends and Conflicts

After outlining some of the most fundamental trends in the development of
employability, provision of training and the (conflictual) dynamics among ac-
tors involved, this section discusses some implications of the way in which
employability and training provision are addressed in the literature.

A first line of research is linked with (labor) economics and tries to model
investments and the possible underinvestment in training from an economic
perspective (Acemoglu & Pischke, 1999; Acemoglu, 1997; Becker, 1962;
Brunello & De Paola, 2004). In perfectly competitive labor markets, an effi-
ciency level for training would be achieved when marginal social (i.e. aggre-
gated at macro-level) returns coincide with marginal social costs (Brunello &
De Paola, 2004). Due to liquidity constraints, legal constraints (such as mini-

16  Employees might and do sometimes react to measures supporting (external) employability
with the fear that such measures are prompted by imminent lay-offs. Employees might think
that companies are helping them search for employment outside (indirectly confirmed also by
Baruch, 2001).
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mum wages), information issues and time preferences, underinvestment could
however be the case. Policy analysis helps to understand the behavior of actors
and to draft interventions which support the correct level of investment (correct
in terms of equilibrium between marginal costs and returns).'’

Other streams of literature pursue different rationalities and do not look at
the aggregated, optimal level (of employability; of training), but rather consider
the individual distribution of training and its access opportunities. Such litera-
ture on further training and labor studies considers, based on empiric evidence,
that training performed in or with the support of the company reinforces educa-
tional divides (Diill & Bellmann, 1998; Kiihnlein, 2001). In fact, employees
with lower educational attainment, less complex jobs, part-time or temporary
contracts, older and low-income people are left worse off when it comes to
participate in further training. Diill and Bellmann (1999), based on IAB enter-
prise panel data, show for about 34 million employees in Germany that workers
without any qualification are three times less likely to receive training com-
pared to those who have achieved a tertiary degree. Results of an analysis car-
ried out on a later wave of the panel (2007) show the persistence of similar
results: even though the total amount of training provided has increased, its
distribution still sees low-qualified employees being three times less likely to
receive training than higher qualified employees (Bundesinstitut fiir
Berufsbildung [BIBB], 2009, p. 246; Baethge, 2011)."*

This phenomenon of self-reinforcing exclusion from participating in train-
ing, referred to in the literature as the "Matthew effect," leads to path-
dependencies which are difficult to eradicate. Such effects tend to accumulate
and it becomes challenging after a certain threshold for these individuals to
reengage in the labor market."’

Reinforcement of an educational divide, negative effects on (multi-)dis-
advantaged groups, deadweight effects, controlling mechanisms exacerbating
the culture of the "input" against that of the "output" and "impact," short-term
planning versus long-term employability vision are some of the objections

17 See later Section 4.2 for an overview of policies targeting costs and benefits.

18  See BIBB (2014, p. 295) for a breakdown of participation by different segments of the popu-
lation showing the persistence of the trend. See ISFOL (2013) for similar analysis (and con-
clusions) in Italy.

19 Brunello and De Paola (2004, p. 2) recognize that: "(These) policies are motivated by under-
provision, that is, by a level of training below the efficient level. A different issue is the equi-
table distribution of training opportunities. Since human capital is an important source of in-
come and job satisfaction, an equitable allocation would require some redistribution in favor
of groups of individuals who are less likely to be trained. The key question here is whether
economic policy should try to correct outcomes — differences in training — or to modify initial
conditions which produce efficiently different outcomes — for instance differences in educa-
tional attainment."
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addressed to the effects of market elements in training provision (Kiihnlein,
1997).

Due to the implications discussed here, employability has become a con-
cept relevant not only to the changes in the structures of the labor market, and
to the relationships between employer and employee, but also to the expecta-
tions that individuals have for the labor market. This is in particular true in
those countries where the system has failed to provide the stability and benefits
which globalization was expected to bring (Scholte, 2000). The work of Naomi
Klein, in her bestseller NO LOGO (Klein, 2010), describes the increasing
groups of Americans working in precarious conditions, where flexibility is not
perceived as being fairly coupled with stability and the opportunity to design
one's own future. While the US situation (and labor market structure) are more
exacerbated than European conditions, the distance and anger toward the sys-
tem has the same roots (at an amplified level) in the feeling of betrayal toward a
socio-economic set up which does not deliver on its promises of individual
safety, reward of performance and education, meritocracy.

Irrespective of the validity of the work and evidence of Klein (which is not
a scientific work), from a business-ethics perspective it is relevant to consider it
as a publicly recognized and important voice against the current state of things
and the current type of license to operate that companies have. If there are im-
portant movements against a certain (labor) market set up, this raises the ques-
tions from a business-ethics viewpoint of how expectations and trust are being
managed, and whether there are signs that the license to operate is being dis-
cussed and endangered under current conditions.

The implications of a possible exclusion (from the labor market, from so-
ciety) are in fact far-reaching also from other perspectives, in particular in
terms of participation to public social life and of trust in the overall labor mar-
ket and its institutions. A study commissioned by Bertelsmann Stiftung in 2012
(Bertelsmann Stiftung, 2012) shows that trust levels decrease significantly in
correlation with precarious working conditions and unemployment threat. An-
other study carried out by the HR company GiGroup in different European
countries (GiGroup, 2012) reports of a similar pattern with lowest levels of
trust in those countries where labor markets are most suffering. Exacerbated by
the economic crisis, Southern European countries experience even higher prob-
lems and social conflictuality in this respect, data show.

Already in the early 2000 companies were identified as potential address-
ees of responsibility demands. Rump cites Weinert et al. (2001) and their re-
quest for an Ethics Code (Ethik Kodex) in dealing with employability, raising
the question of a renewed social contract and of the role of companies from a
normative perspective: "If employers cannot guarantee either full employment
or security of the own job anymore, which earlier represented the common
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social contract, could they not accept at least that under all circumstances they
will give their employees the best possible means to remain employable, to
maintain their abilities both for internal usage and also in case of an unavoida-
ble separation in order to keep their opportunities on the labor market with
another employer?" (Rump et al., 2006, p. 38).

Supporting employability via its various drivers and across potential con-
flicts looks like a squaring of the circle for the parties involved, coupling com-
petitiveness and flexibility at enterprise level with competitiveness and flexibil-
ity at individual level. However, many are instances in which a potential win-
win among employers and employees is not achieved, and expectations on the
behavior of companies as actors in the labor market are not fulfilled. Has the
new, employability deal been broken before it was even signed?

1.5 Problem Statements and Research Question

The above sections have discussed main trends behind the increasingly relevant
role of companies in dealing with employability and further training initiatives
for their workforce. The preceding sections have also showed some of the fun-
damental implications of these concepts: the inherent benefits and conflicts, the
impact on individuals and organizations, the results at the macro- and mi-
cro-level.

From an economic perspective, the reasons behind limited investments in
certain groups or in certain types of training (general and transferable skills
rather than specific) are rather well known (see further Chapter 4). Some train-
ing (and employability) investments are risky, returns are unclear and difficult
to lock in or exposed to opportunistic behaviors, and the business case for these
investments is weak under current conditions. Organizational and cultural ele-
ments might be in the way of employability and the signing of a new covenant
which would benefit both sides.

From a practice and social perspective, market mechanisms and organiza-
tions (i.e. companies, training providers) allocate training resources, but some
groups are excluded, the educational divide increases, the older workers have
difficulties with retirement/work requests, (working) biographies for temporary
workers — especially youngsters — remain unstable. Labor market opportunities
and social inclusion for these groups decrease and after a certain decay do not
improve anymore. Some groups of employees (older, temporary, etc.) are diffi-
cult to reach, investing in them is not attractive for the company and there are
no legislative standards. Companies could invest in certain groups and support
them (in doing so in the interests of society at large) making employees full
actors of the labor market — however, this might mean to incur a loss in com-



30 Chapter 1. Motivation and Problem Statement

petitiveness. Interests of the different actors are often at odds and cooperation
gains are not realized.

Ethical implications are considerable and can be summarized and placed at
two different levels. First, there are the direct ethical implications of the fact
that individuals might be excluded from the labor market as a result of being
excluded from access to training and employability measures. Second, there are
the indirect but even more fundamental implications that the above described
trends and behaviors have for the trust level in the system and in the labor mar-
ket institutions, and for the license to operate of companies. A responsibility
question can be raised toward the actors involved — individuals, enterprises,
States — in terms of their role and performance in society and the use of the
freedom they are given. In particular though, how can enterprises play a role in
this?

This research considers closer the question of the implementability of
responsibility requests within the limits of incentive-compatibility for enter-
prises. From the definition of responsibility in Suchanek (2007) - "the responsi-
bility of enterprises lies in investing for the continuous maintenance of the
license to operate as foundation for the long-term creation of profit" - follows
the imperative of the Golden Rule (also in Suchanek, 2007): "invest in the con-
ditions for social cooperation to mutual advantage!" This research therefore
asks the question of the social responsibility of companies in supporting the
employability of employees — their own and at large — stressing in particular the
aspect of conflictual interests and of free rooms that companies have to manage
in order to ensure higher implementation opportunities.

In which conditions of cooperation for mutual advantage, and how, can
companies invest to support the realization of socially desirable coopera-
tion gains when dealing with employability and further training (of their
workforce and of workforce at large)?

In the terminology of the economic ethics — the theoretical framework chosen
for this work — responsibility is conceptualized not (only) in directly supporting
employability, but first and foremost in supporting conditions which can lead to
cooperation gains for mutual advantage (and without damaging others). By
creating a framework for cooperation and mutual advantage, these conditions
and the investments in them will eventually create a conducive framework for
employability support. This research therefore aims at identifying which condi-
tions can possibly be supported.

Then, an implication of the "how" question is that it sets the focus of the
investigation on those elements which can effectively connect ethical requests
to management practices. This orientation toward implementability assumes
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thus that the theoretical framework for this question requires an understanding
of modern society and its functioning deep enough to support the connectibility
(Anschlussfihigkeit) of the possible solutions with the mechanisms in manage-
ment and the empirical conditions under which they act.

The investigation is limited to the dimension of conditions and implement-
ability, and does not pursue questions related to more theoretical or fundamen-
tal aspects of the issue identified. While a possible way to look at the problem
could be to undertake a philosophical analysis of the contemporary role of la-
bor, and perhaps of the rights and standards for labor conditions, or to further
develop and justify a certain understanding of "responsibility," a given defini-
tion of the concept was selected and used as guide in the investigation, and its
application limited to conditions and implementability.

The investigation does not reflect on the individual responsibility, even
though one surely exists. The process of learning, training and raising employ-
ability connects different actors at different points in time, and each of them has
the option of behaving (or refraining from doing so) in a way which supports
the individual and the wider, collective benefit. Not the responsibility of indi-
viduals (i.e., that of single employees) is considered, but what companies as
organizations and their management can do in the labor and training market.*

Chapter 2 discusses the theoretical framework used for this investigation,
its scope and context.

20 Another way to look at these issues would be to develop a strategy for expectations manage-
ment, trying to preserve the license to operate by arguing with stakeholders about the relevant
expectations legitimately moved to companies. This aspect has not been investigated.
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This chapter discusses the choices regarding the theoretical framework used to
address the research question. First, several business-ethics frameworks are
reviewed in terms of their relevance and adequacy for the research question,
namely the framework of Peter Ulrich, R. Edward Freeman, Archie B. Carroll,
Milton Friedman, and then the economic ethics of Andreas Suchanek. The most
pertinent framework is then analyzed in greater detail, with particular attention
to concepts and ideas used later in this investigation.

2.1 Selection of Theoretical Framework

Suchanek (2007) argues that the two most important dimensions ethics has
been dealing with are those of justification on the one hand, and implementa-
tion on the other hand: why to be moral, and also how. Suchanek further argues
that frameworks and theories of normative ethics in modern times have devoted
more attention to the former aspect (of justification) than to the latter (of im-
plementation). Only in the last few decades the crumbling of authority systems
and control has raised the question of implementability and has put the question
of social order in the foreground (Homann & Blome-Drees, 1992; Suchanek,
2007). If traditional answers to the demand of being moral are no longer valid
(or — which has the same effect — multiple answers to the same question be-
come available), the need to ensure implementability of ethics arises. And a
successful implementation of moral demands becomes a function of a correct,
or "mostly relevant,”" understanding of the characteristics of modern society in
which those demands are to be implemented.

This investigation requires a framework suitable for its implementability
focus. This section thus reviews four of the most established frameworks for
business ethics and shows why they do not support the particular focus set in
this research. After this, the framework chosen, the framework of economic
ethics, is introduced and it is showed why it satisfies the theoretical require-
ments of this work.

1. The framework of Peter Ulrich pursues an integration of ethics and busi-
ness/economics with a clear priority given to the first element and in gen-
eral to the "lifeworld" (Lebenswelf). Despite the attention and the analysis
of current discourses on economics and organizations, Ulrich does not
provide indications for implementing moral demands in a way which
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would be compatible with management and economic practices (Ulrich,
2005, 2008).>' His "integrative economic ethics" (integrative Wirtschafts-
ethik) results in most cases in an appeal to the good will and motivation of
the actors involved.

For this reason, albeit some of the criticism on the economization of

society can be shared (for instance in Ulrich, 2008, p. 141 ff.), the defini-
tion of responsibility brought forward — which refers to both sense and le-
gitimation of the economic activity carried out — fails to account for cur-
rent conditions of production and business. The responsibility concept re-
mains too simple compared to the complex dynamics which are to be ana-
lyzed, if implementation is to be pursued. Conflicts among actors are dis-
missed as deriving from mental limitations or weak willpower — which
implies a low probability of a successful implementation of responsibility
and low appeal to companies. The framework ignores interactions among
actors and the unintended effects of actions, and focuses mainly on single
companies and their direct output. The theory does not consider coordina-
tion issues.
R. Edward Freeman, in his influential stakeholder approach, does not ex-
plicitly conceptualize the conflict between morality and profit, but rather
the conflict of interests among different stakeholders. Freeman's frame-
work searches for strategies which take external stakeholders into account
as ways for an enterprise to better cope with increasingly competitive en-
vironments (Freeman & Gilbert, 1988; Freeman, 1984, 2004).22 The ap-
proach is in its origin a strategic management tool and builds on how en-
terprises can strategically deal with external actors who "hold" a "stake" in
the firm.

While the stakeholder approach explicitly targets the implementation
side of business ethics issues, and in particular possible conflicts among
stakeholders, it does not provide either a strict theoretical foundation or a
tool to interpret and understand societal dynamics and the impact they

21

22

Criticism addressed to this theory (Homann & Blome-Drees, 1992; Lin-Hi & Suchanek,
2011; Suchanek, 2007) concerns among others the lack of practical relevance: the approach
does not provide practical orientation for dealing with ethical issues exactly because it con-
siders empirical constraints (Sachzwdnge) as existing merely in the mind of actors, but not in
reality itself. This position leads to the "heroic effort" required from individuals to act out of
good will even if at overt detriment of the own utility. Despite these limitations, it is to be
recognized that the approach of Ulrich is grounded on a theoretical basis and is to be distin-
guished from others, more management-based approaches, which will be displayed in the rest
of the section.

Freeman (1984) expands Porter's five forces model by adding a sixth one: external stakehold-
ers and the impact they can have on the success of an enterprise if their requests and assets
are not properly considered in the strategy. External stakeholders can apply as much pressure
on the company as potential substitutes or new entrants to the industry.
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have on implementation. Having started as a rather instrumental approach
for management, the concept of "responsibility" is not extensively devel-
oped in this framework. The approach assumes that most moral requests
and conflicts can be treated as management tasks before they escalate and
impact the license to operate. The framework does not however clarify
from a theoretical perspective why conflicts should generally be solvable
via the matrices and management approaches Freeman provides.”

In the philanthropic approach to business ethics (for instance, in Archie B.
Carroll), the concept of responsibility is mainly derived from contingent
demands and by the necessity for businesses to maintain their place and
acceptance in a community (Carroll, 1991).** Following this understand-
ing, an enterprise has some obvious economic and legal responsibilities to
obey to, and only afterward some ethical and philanthropic responsibilities
which, if realized, help protect further the license to operate.

The philanthropic approach segments business-as-usual activities
(required to satisfy only economic and legal constraints) from ethical ac-
tivities, thus creating an irreducible separation between profit and ethics:
profit can be used for ethical activities, but core business activities are
beyond ethical. There is no integration of the two dimensions, and this
segmentation makes implementability of certain moral demands vis-a-vis
management difficult — why should it be implemented if it is per defini-
tion unprofitable, and actually beyond what a manager should take care
of?

This approach is not suitable for this research because of the dichot-
omy between ethical and non-ethical activities that it brings forward, and
because it has a limited theoretical foundation on which to pinpoint its
elaborations.”

Another highly influential approach is that of Milton Friedman's profit-
maximization (Friedman, 1962, 1970).%° In his market-radical approach,

23
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Freeman connects in a particularly explicit way strategic management and business ethics
orientation. He understands management as being able to incorporate business ethics requests
in strategy, because it takes into account actors, dynamics and trends which impact the busi-
ness. An interesting addendum to this thought is developed in Freeman and Gilbert (1988)
where the idea of strategy is directly linked to that of ethics: the strategy a company decides
to pursue coincides, or should be aligned, with the type of ethical goals it wants to respect or
support. There is thus a parallel between strategizing for the firm and strategizing for ethics.
For this section, only the work of Carroll linked to philanthropy is considered. Later work,
for instance Carroll and Shabana (2010), is not part of this review.

For further criticism on understanding corporate social responsibility as philanthropy see also
Lin-Hi (2009, 2010).

To be distinguished from the so-called "shareholder approach," e.g. Rappaport (1998), which
relies more on the idea of the principal-agent bound irrespective of how the market allocation
mechanism would take care of social requests (see Lin-Hi, 2009).
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Friedman denies both the legitimate loss of profit due to diverting funds to
ethical purposes from business activities, and the fact that enterprises can
be explicitly made accountable for morality in addition to what is posed
by legal requirements and common social norms. Legal requirements and
common social norms, together with profit maximization, represent the re-
sponsibility of businesses. There is no need for additional elements.
Friedman's main argument is that not only collective welfare is maximized
if each single individual maximizes the own welfare,”’ but that anything
else (limiting profit for ethical purposes for instance) would be against the
responsibility that agents have to their principals.

One main element, which later literature would stress, remains un-
addressed, namely the presence of institutions, and the way they work.
Markets rely on (political) institutions which determine who participates
and who does not, and why, always leaving space for different types of
coordination via the market mechanism — it is difficult in practice to talk
about a perfect market, or two equal markets (Homann & Blome-Drees,
1992, p.20-21). Beside this, pre-market institutions and market-
institutions (e.g., contracts) are not able to exclude all possible interactions
and there are always margins of openness where single actors can decide
how to act despite existing structures and laws (Homann & Blome-Drees,
1992; Lin-Hi, 2009; Suchanek, 2004). From this follows that there is
always space for ethics, and this space is not always automatically filled
by business-as-usual activities. The idea that the market would take away
any space for possible decisions from people (and managers) in a princi-
pal-agent relationship does not account for observed empirical phenomena
and experiences, and simplifies too much existing conflict issues.”®

To address the research question of this investigation a framework is needed
which provides instruments for implementability, i.e. which accounts for insti-
tutions, contracts, markets and contingencies as well as for the fact that the
presence of open discretionary spaces — and thus, of ethics — cannot ever be
completely removed. For these reasons, the framework of Karl Homann and

27
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This is the case because of coordination of markets, which are assumed to work perfectly and
where property rights are well defined.

Lin-Hi (2009) on Ulrich and Friedman summarizes thus: the first assumes there are only
intended effects which can be steered intentionally (through good will and appeals), the sec-
ond assumes that there are only unintended effects which do not need to be checked and im-
proved (because they are coordinated through market mechanisms). Homann and Suchanek
(2005) shows that there are actually both types of effects, coordinated (more or less well)
through (more or less good) institutions.
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Andreas Suchanek — the economic ethics — is chosen.”” Their framework
acknowledges implementation as one of the main challenges of business ethics,
and provides concepts to structure reality and society which are relevant for the
compatibility with action. As showed in greater detail in the next section, eco-
nomic ethics also provides powerful heuristic instruments to identify solutions
within ethical conflicts, since it recognizes the existence of conflicts that cannot
be defined or managed by appealing to good will, strategic management matri-
ces, or charity — as some of the frameworks analyzed above would suggest.

2.2 Key Elements and Assumptions within Economic Ethics

This section describes the main principles of economic ethics as developed
through the work of Karl Homann and Andreas Suchanek, its main problem
statement, the assumptions, and how it supports addressing the research ques-
tion of this work.

First, the definition of ethics in the work of Andreas Suchanek is consid-
ered, and implications. Economic ethics deals "with the conditions of the pos-
sibility to either create compatibility between moral and self-interest in case of
a conflict, or to make the two sides fruitful so that a more successful social
cooperation for mutual advantage can be achieved" (Suchanek, 2007, p. 39).%
Similarly, it can also be said that economic ethics reflects on how to use free-
dom (of choice, of action) in conflict situations.

Conflicts are instances of interaction among actors whose goals differ, and
in which freedom exists to act in different ways. Due to such conflicts, potential
cooperation gains and collective benefits are not achieved. The usage of availa-
ble freedom is open to ethical purposes (i.e. to the realization or not of coopera-
tion gains, or to the support of functional conflicts for a societal benefit) and
always dependent on the usage of freedom (i.e. the decisions) by other actors.

From the above definition follows one of the most important features of
economic ethics, namely that it is an interaction ethics. It is not an ethics of
individuals or of virtues, but an ethics which reflects on conflicts and on poten-

29  "Economic ethics" is the translation of the original German formulation "6konomische
Ethik." This is to be distinguished from the translation of two other common German formu-
lations: Wirtschafisethik and Unternehmensethik, respectively "economic ethics" (as in ethics
of economics, of the economic system) and "business ethics" (including ethics of enterprise
and management). This differentiation is not common in the English-speaking literature,
which mainly uses the expression "business ethics" for both. The theory of "economic ethics"
here considered is a framework for both economics and business, and the adjective 'econom-
ic' refers to the underlying method.

30 References for the theoretical framework are primarily Homann and Suchanek (2005), and
Suchanek (2007). This investigation does not consider the work of Andreas Suchanek pub-
lished in 2015, which was under editorial review when finalizing this text.
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tial and actual interactions (Homann & Suchanek, 2005, p. 354). In economic
ethics, conflicts are not ignored and morality is not limited to those cases where
a convergence of interests naturally occurs. It is exactly in those cases where
goals do not immediately coincide that the theory proves its voice.

Another characteristic feature of this theoretical approach is the relevance
given to implementation and empirical conditions, condensed in the program-
matic formulation of "to explain in order to design" (Erkidrung zwecks Gestal-
tung, Homann & Suchanek, 2005, p. 24). Given a certain conflictual status quo,
economic ethics has instruments to analyze and explain in terms of strategies,
incentives and interactions why the status quo looks the way it does and the
reasons the conflict exists. Once this is understood, it is possible to go beyond
the status quo in a theoretically controlled way and design solutions for an
improved, new status quo. Understanding the reasons behind the conflict allows
for formulating solutions and demands which can potentially be implemented,
instead of suggesting solutions based on a simplistic understanding of the con-
flict. Such latter solutions would then have very low possibility of being im-
plemented. The explanation is not for its own sake but is aimed at changing the
status quo — i.e. solving the conflict — and providing instruction on how it can
possibly be improved.”'

The Principles of Economic Ethics, as they are detailed in Suchanek
(2007, p. 11), complete this section. These principles combine assumptions on
society and practice with implications for ethics and anthropology (in terms of
Menschenbild):

1. You can always see things differently — and other people do so too.”

2. Every person is a moral subject, gifted with dignity and freedom — and at
the same time it is an empirical being, subjected to physiological, biologi-
cal, economic, etc. conditions.33

31  The understanding for this is rooted in the theoretical underpinning of the economic ethics
based in the Okonomik of Homann and Suchanek (2005) on the distinction between action,
interaction and institutional theory (the first two in particular are relevant for this investiga-
tion). In the work of Homann earlier and Suchanek later, action and interaction theory have a
precise meaning which differentiates them from other action or interaction theories devel-
oped in the literature. Action theory analyzes allocation decisions taken by single actors and
is inspired by rational choice theory; interaction theory is based on game theory and analyzes
mainly strategic decisions and interdependences in the decisions of multiple actors.

32 Suchanek refers here to the "fact of pluralism," described for instance by John Rawls and
summarized in Suchanek (2007, p. 22) as: "the fact that for modern societies it is ineluctable
that at least since religion wars there is no more comprehensive religious, philosophical or
moral conception ("conception of good") that is recognized universally and from which legit-
imation for social institutions could be derived."

33 An appreciation of Kant's position on human dignity and freedom, and the ability to act
morally — coupled with the acknowledgement that in the empirical world empirical beings are
subject to limitations.
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3. You constantly influence your conditions for future actions — and the con-
ditions of others.34

4. Reasonable — and responsible — is a use of the own freedom which con-
serves and possibly improves the conditions for the future usage of free-
dom.35

5. Among the most important of these conditions are integrity, trust, (good)
institutions — all of which can therefore be seen as assets which require in-
vestments and make them worthwhile.

6. Invest in the conditions of cooperation for mutual advantage!

The last statement coincides with the definition of responsibility used in this
framework — a revisiting of the Golden Rule. Before fully discussing the defini-
tion of responsibility set as basis of this work, the theoretical foundation of the
theory and the main instruments it uses to conceptualize problems and solutions
are explained: the prisoner's dilemma, trust and institutional arrangements, and
how they connect.

2.3 Theoretical Foundation: Origin of Conflicts and Opportunities for
Solutions

2.3.1 Prisoner's dilemma

Economic ethics has its starting point in interactions among actors, cooperation
gains and functional conflicts, and the reflection about the usage of freedom. A
particular type of conflict is set as the corner stone of the theory because of the
heuristic value it bears in guiding ethical reflection, namely the "prisoner's
dilemma" from game theory.

Economic ethics follows a fruitful and rather recent tradition in ethics and
uses simplified models from game theory to test relationships among actors,
effect of incentives, and robustness of rules and interventions.*® While it is not
an anthropological model on what constitutes individuals and how they act, or
how they should act, prisoner's dilemma is a heuristically effective way of
modelling interactions and testing their outcomes.

34  Differently from natural sciences, whose objects are not supposed to change their reaction or
influence future movements, actors do react to conditions and therefore ethics as a discipline
has also to do with changing and influencing future conditions, and with the way in which ac-
tors do this (see also Homann and Suchanek, 2005, p. 352).

35  See Section 2.4 on responsibility.

36  See for instance Verbeek and Morris (2010) for an overview of the different usages of game-
theory concepts in ethics disciplines.
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In prisoner's dilemma, the following situation is constructed: two actors
are presented with two different options, namely to cooperate or not to cooper-
ate.”’ Actors are assumed to be rational, they cannot communicate and did not
have the opportunity to discuss and agree on their behaviors beforehand. There
is no future interaction.

The option of cooperation is conceptualized as an investment (i) in the sit-
uation; if the investment is greater than zero (i>0), then the actor is cooperating.
Game theory provides the following visualization.

Figure 1: Visualization of prisoner's dilemma

Actor B
i>0 i=0
i>0
1 2
1 -1
Actor A
i=0
-1 0
2 0

Source: Adapted from Suchanek (2007)

The visual is to be read as follows: each player in this game, i.e. each actor,™
has two options, each with two payouts, i.e. benefits (the numbers). Depending
on the combination of alternatives (one actor invests and the other does not;
both actors invest; both actors do not invest), different payouts for each of the
actors can be achieved.”® Behavior is supposed to be strategic, namely each of
the two actors will consider the options and the probable behavior of the other
one before taking her decision. They behave strategically and neither of them

37  Prisoner's dilemma is only one of many games analyzed in game theory.

38  Actors are prisoners in the original game-theory model. In the context of this investigation
actors can be individuals or companies.

39  For instance, if both actors invest (i>0), they will both have a payout of 1 each (1, 1). If one
of them invests and the other does not, the payouts will be respectively -1 and 2 (-1, 2). If
none of them invests (i=0), the payouts are 0 for both (0, 0). The highest aggregate payout is
achieved in the first case (1+1=2), while the other alternatives lead to lower aggregate pay-
outs (-142=1; 0+0=0).
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has the possibility to decide alone the result of the interaction (there are always
behavioral interdependencies, Homann, 2000a, p. 95796).40

Given that actors do not know what the other will do (because communi-
cation is not allowed in this type of game) and that each of them assumes the
other will try to maximize her benefit (because actors are rational), both can
figure out that the best option under given conditions is to not cooperate (i=0).
This behavior of not collaboration is called "defecting" and is the dominant
strategy, namely the strategy to which both actors are led due to the payout
structure and the absence of possible communication and coordination. The
alternative strategy — cooperating in the hope that the other will do the same —
would put them at risk of reaching a lower payout because they cannot control
the decision of the other and would be exposed to potentially opportunistic
behavior.

The fact that the two cannot coordinate the behavior means, translated in
more concrete terms, that they do not know what the other will do, and that
they have reason to believe and expect that the other will choose the dominant
strategy and not collaborate. Why should actors behave differently (and not
defect), in the end?

They should if they could know that the other would commit to coopera-
tion and not exploit the investment of the first actor. This is excluded by the
specific construction of the game situation. Under given conditions thus — the
payouts in the matrix — collaboration is not hindered by the disposition or moti-
vation of the actors, but by the structure of the situation itself (Suchanek, 2007,
p. 56).

The next section discusses the value of prisoner's dilemma for ethical re-
flection, in particular for the aspect of implementation and implementability of
ethical requests.

2.3.2 Epistemological status of prisoner's dilemma and its relevance for
ethics

The model displayed above is an adaptation from game-theory for ethical pur-
poses. The goal of the conceptualization is to provide a model, or a scheme, for
analyzing social interactions from the perspective of their actors and dependen-
cies. The model thus works as a heuristic to investigate in a methodically-

40  This refers also to the difference between strategic and parametric behavior, as described for
instance in Homann and Suchanek (2005, p. 80), or Verbeek and Morris (2010). While in the
first type of behavior actors take decisions irrespective of the behavior of other elements, and
the decisions taken do not have impact on these other elements (the decision of taking an
umbrella while leaving the house does not impact the probability of raining), in strategic be-
haviors actors do act and react based on the expectations of what others will do.
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controlled way the institutions and conditions of actions, but does not represent
a description of how people really behave, or should behave (Homann, 2000a,
p. 95).

Depending on the type of problem investigated, dilemma structures based
on the prisoner's dilemma can always be constructed and used to search for
solutions, cooperation gains and cooperation strategies. Dilemma structures
exist in the theoretical reduction of the situation to a constellation which can be
treated with the instruments of the theory, but do not represent an empirically
precise description of reality. The creation of a dilemma structure is prob-
lem-dependent and solution-driven. Sometimes the analysis starts with a di-
lemma in the past, which has been solved through specific arrangements; the
analysis can also start with a dilemma in the present and be used to identify
possible solution opportunities. In no case however is the dilemma arbitrarily
constructed. There are always empirical circumstances which justify its con-
struction and which become more transparent by using dilemmas as epistemic
lenses (Homann & Suchanek, 2005, p. 363).

The following items show why dilemma structures have such relevance
within ethical reflection to be used as guiding principles in investigating prob-
lems. The items all refer to the heuristic value of discovering interests, con-
flicts, and the impact of institutions and conditions on the behavior of actors.

1. The model of dilemma structures depicts one fundamental behavioral dy-
namics: that the possibility of opportunism and exploitation leads to pre-
ventive defense as a consequence of behavioral expectations. Each actor
in prisoner's dilemma can expect that the other will take the opportunity to
exploit their investment, and as a reaction — even before the other has the
chance to put in practice the opportunism — the defensive move (the dom-
inant strategy, the non-collaboration, the non-investment) has been im-
plemented.

2. There is a result which would put both actors better off, the one in which
they cooperate with each other and do not defect. However, under given
conditions and with each actor behaving rationally, that better collective
result cannot be achieved.41 The cooperation gain is not realized.

3. Each of the two actors has only limited control of the situation, and
achieving the higher collective gain is possible only if both cooperate.
One actor alone cannot achieve complete control and determine the result
by herself: a coordination of efforts is needed.

4. The dilemma structure allows distinguishing between moves and rules of
the game. The latter are the limits of the game and the interplay of strate-
gies and payouts given, which create the space for the actors to play their

41  Technically, the better result is called pareto-superior (Homann & Suchanek, 2005, p. 34).
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moves, choosing from available alternatives. Using this vocabulary, it can
be said that in the prisoner's dilemma the rules of the game are such that
the moves can only lead to suboptimal results.

5. Using a dilemma structure such as prisoner's dilemma helps searching for
converging interests and not seeing the conflict as a pure zero-sum game.
Homann and Suchanek (2005, p. 89) highlight that "by modelling the
problem as a dilemma structure we can achieve the same knowledge value
as by modelling the problem in the form of a zero-sum game. In both
models it becomes evident why conflicting interests lead to the observed
behavior. However, modelling as a dilemma structure has the advantage
of showing at the same time common interests and potential cooperation
gains linked to them" (emphasis in original).

The fundamental learning from the interaction situation in prisoner's dilemma
for ethics is to show that under certain conditions the situation structure has an
impact on how decisions are made, and that potential cooperation gains might
remain unrealized if single actors are not coordinated in their behaviors. Under
such conditions and structures as in prisoner's dilemma, no appeal to good will
or motivation can allow the achievement of the higher collective benefit, be-
cause this achievement would require actors to act against existing incentives
(namely, payouts).

While this section displayed fundamental elements in the diagnosis of con-
flict situations, the next section discusses elements for possible solutions.

2.3.3 Possible solutions: Trust and rules

Research has identified two possible leverages for solving dilemma situations
in a desirable manner: (1) via trust, or (2) via institutional arrangements. Both
solutions act in the same way: they change the payouts of the prisoner's dilem-
ma by making the preferred behavior more appealing/less costly, and by mak-
ing the undesirable behavior (for instance, defection) more costly or risky.

In economic language, trust works by lowering transaction costs, i.e. costs
associated with performing transactions (in this case, in particular the risk of
being exposed to opportunistic behavior; Suchanek, 2007, p. 73). Trust pro-
vides information and signals about the potential future behavior of the partner
in the game, thus informing the second partner that there is room for coopera-
tion and upfront investment with a low risk of being exploited. In the game of
trust, a trustee signals her ability to be trusted by undertaking possible activi-
ties. However, it is in the role of the other actor — the trustor — to decide wheth-
er or not based on given evidence the first actor really deserves this option. It is
in a triangle of signals, interpretation and delivery of the promise given that
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trust can be created and used to facilitate transactions and interactions in gen-
eral (Suchanek, 2012).*

Suchanek (2012, p. 3) further identifies three elements to support trust de-
velopment among actors as a responsible way of acting: (1) ability (the ability
itself to perform actions reliably), (2) non-opportunism ("for cooperative rela-
tionships, the most relevant aspect of trust is the willingness and ability to resist
situational temptations for abusing that trust"), and (3) righteousness (avoiding
to harm others).

The other elements available to improve interactions are institutions and
institutional arrangements. They work by steering behaviors in a certain way,
providing incentives (rather than signals) to change habits.* Good institutions
help automate behaviors and create new habits which favor and support better
collective results, helping to overcome the prisoner's dilemma or other forms of
conflicts. Institutions are therefore defined as "standardized solutions to dilem-
ma-driven interaction problems" (Suchanek, 2007, p. 63). Institutions reduce
individual freedom in order to create new possibilities that otherwise would not
be implementable. In this sense, freedom is reduced (short-term) to be enlarged
(long-term). Institutions can help reduce the appeal of reaching out to the fruits
of immediate freedom to support achieving a higher collective benefit (Homann
& Suchanek, 2005).

The two levers of trust and rules are not mutually exclusive. Trust is a
fundamental element to support and stabilize institutions — in particular the
good ones which promote higher collective gains and do not arbitrarily reduce
actor's freedom.** Conversely, (good) institutions support the creation of trust
and of a track record of successful interactions, by nurturing a shared mental
model/shared understanding of the game — the expectation that the other partner
will honor her part of the promise.*

42 The trust game takes the form of an asymmetrical dilemma situation, where the successful
interaction depends on the first actor investing upfront, and the second one honoring that in-
vestment and not exploiting it. This type of game is described in greater detail in Chapter 5.

43 See Homann and Suchanek (2005) for more details about institutions and incentives.

44  See for instance Homann and Suchanek (2005, p. 105 ff.) on the complex relationship
between trust, institutions, information and trustworthiness. Among the vast literature on in-
stitutions, their positive or negative effects, and social capital, see for instance Acemoglu and
Robinson (2012); Putnam (1994).

45  None of the two solutions (trust, institutions) comes for free though: there are information
and transaction costs involved in signaling trust or in changing institutions, and the solutions
must be appealing from a cost-opportunity perspective otherwise actors would not change
their behavior. This is because the payouts are a strong incentive for actors to behave in a
certain way, and these payouts — which are the reason why the conflict is there in the first
place — are not easy to be overcome and changed.
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The dilemma structure showed above and its implications constitute the
basis of economic ethics in its pursuit to reflect and give implementable indica-
tions on how to deal with freedom and how to structure the social order.*®

2.3.4 Productive and destructive conflicts

Economic ethics considers conflicts in the strategies and the interests pursued
by actors. From a societal perspective, not all conflicts are to be solved but
rather a distinction has to be drawn between productive and destructive con-
flicts. The former are societally welcome and beneficial, the latter are not.*’

Conlflicts happening in a business and economic context are considered.
These conflicts are defined as existing on the same side of the market — in this
sense competition is the paramount example of conflict among producers or
developers to provide the customer with a product or service (Homann &
Suchanek, 2005, p. 145 ff.). The two producers are on the same side of the
market, the conflict is between them to provide superior value to the customer
and can be constructed as a continuously unsolved and repeated prisoner's di-
lemma. Under conditions of competition, conflicts are assumed to be positive in
that they have a socially welcome function of discovery (Entdeckungsfunktion)
and of value creation, and consumers benefit from the rivalry.

Prisoner's dilemma does not have to be solved always under all circum-
stances thus. There is a difference between the aggregate payout in the prison-
er's dilemma matrix and the social benefit: sometimes they coincide, and some-
times they do not. In the latter case, a higher benefit achieved between the two
actors (the cooperation gain potentially achieved in the prisoner's dilemma
situation) implies a damage to third parties (in society at large). Other conflicts
are socially unwelcome because they are intrinsically unproductive and dys-
functional to society. From an economic perspective competition qualifies as a
conflict in the first category, and is welcome in its positive and desirable effects
(Leistungswettbewerb), under the condition of a legal and institutional, func-
tioning framework. From this also follows that one dimension of ethical deci-
sions on macro level relates to the decision of where there should be conflicts,
and where not — where competition (keep the dilemma structure) is welcome,

46  Karl Homann has worked out the relevance of dilemma structure as the figure to understand
modifications in modern, functionally differentiated society, and its pertinence for ethics and
ethical reasoning. Among the literature available, see for instance Homann and Blome-Drees
(1992, p. 29, 34-35) and Homann (1999).

47  Similarly, as showed later, not all cooperation to solve a dilemma structure is welcome, but
only when it is functional and conducive for society at large, i.e. if the cooperation gain real-
ized does not damage third parties.
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and where cooperation (solve the dilemma structure) is preferable.*® Poignantly
put (Homann & Suchanek, 2005, p. 145), dilemma structures are normatively
ambivalent.

2.4 Responsibility: Definition and Implications

The discussion of dilemma structures in the previous section shows that indi-
viduals cannot solve dilemma situations alone, because they are placed in an
interaction with a certain (incentive) structure. What is then the contribution of
actors to these interactions, and in what terms is it possible to speak about re-
sponsibility, if everything is already set in the constellation of the game?

It is possible because due to open institutions and contracts there is always
a more or less marginal space for ethics. Economics and management are not
deterministic processes and sciences, but include the possibility of interactions
being shaped differently — of being managed, to a certain extent and in which
future conditions of action are constantly created.*’

The definition of responsibility used in economic ethics literature takes the
form of a Golden Rule with reference to the conflict situations described in the
previous section.’® What should a responsible actor do when she finds herself in
a conflict situation — how should she use her freedom? The Golden Rule indi-
cates how to use those spaces by taking the form of the following imperative:

Invest in the social cooperation for mutual advantage!

Based on what illustrated before and on this rule, responsibility becomes the
duty to transform the socially unproductive conflict in a positive one (competi-
tion), or in resolving it to achieve a shared gain (cooperation) — depending on
the situation, and by investing in the conditions. In both cases, through respon-
sible behavior (i.e. investment) a higher benefit can be achieved than by not
investing.

There are certain conditions which can be supported and which are condu-
cive to support the transformation of the socially undesirable conflict in a coop-
eration form, or in a socially functional conflict. Conditions, even more than the

48  See for instance Will (2012) and the distinction between socially desirable cooperation and
competition, and socially undesirable cooperation and competition. For instance, cartels are
an example of undesirable cooperation.

49  Itis reminded here again of the to explain in order to design principle — designing (different-
ly) is always possible.

50  The Golden Rule is a moral principle to be found in several cultures and times. Its basic logic
has to do with reciprocity and an example is the biblical maxim that one shall love the neigh-
bor as oneself (Suchanek, 2007, p. 13).



2.4 Responsibility: Definition and Implications 47

action itself, are the ethically relevant part. To not undermine these conditions,
but rather to invest and support them, is the ethical aspiration.

The conditions in which companies can invest are the conditions which
delimit and limit their action potential and which create situations like the ones
described with the prisoner's dilemma. Examples of conditions are diverse and
can include: natural laws, climate, biological, physiological and the
psychological nature of individuals; technology and technology constraints;
market and competition structures; values and priorities; and trust and cultural
frames (Suchanek, 2007, p. 43—44). In any given situation, they all contribute to
creating the set of "relevant alternatives" that actors can choose from.

While some of the conditions are not under the control of actors (e.g.,
natural laws), other conditions can be changed so that future interactions
progress more smoothly toward higher collective result. These are several
examples of conditions in which actors can invest: trust, social capital, human
capital, fair competition, institutions and their proper functioning. These and
other, similar types of assets are intangible elements which help interactions
being shaped into the form of a win-win scenario by supporting conditions in
the future. To invest in such assets and support, rather than destroy through
exploitation, is the content of responsibility according to the economic ethics.
Once such conditions are identified, there are different ways of investing in it in
an incentive-compatible way.

Depending on the type of conflict and dilemma structure, Suchanek (2007,
p. 137) identifies different types of investments, such as in the product, in the
productivity of employees, in integrity, in relations with other actors, in condi-
tions of competition at a certain location, in the framework of competition and
similar forms. They are all investments in cooperation and therefore realization
of responsibility.

The investment itself needs to be incentive-compatible and the alignment
of interests can be pursued in different ways.’' In the case of dilemma situa-
tions, there are two types of solutions through coordination which are theoreti-
cally and ethically more relevant, namely individual and collective self-binding
(Homann & Suchanek, 2005, p. 82, 258 ff.). Self-binding as an institutional
arrangement means to limit the alternatives existing for an actor and in particu-
lar to limit and signal to the outside that one is ready not to pursue the option of
exploiting (if this signaling was possible in the prisoner's dilemma and under-
taken by both actors, the higher collective benefit could be achieved). The
commitment can be an individual investment in cooperation done by only one
actor toward another which can be exploited (i.e. a case of so-called asymmet-

51  Investments in trust are for instance welcome and are a realization of the Golden Rule. How-
ever, such investments have to be organized (arranged) in an incentive-compatible manner to
be implementable.
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rical dilemma structure, see Chapter 5), or it can be a collective commitment of
several actors who by doing so are able to go beyond an undesired dilemma
situation. Both types of binding commitments are illustrated further in Chapter
5, together with empirical examples from the context of this investigation.

The economic ethics of Andreas Suchanek allows for an organization of
ethics at the level of the enterprise, conceptualized as both a corporate actor
(korporativer Akteur) and as a societal institution (gesellschaftliche Institution).
It is because of their institutional role in society and the public acceptance
which must receive to be licensed to operate that companies can be attributed
responsibility for the system that allows their very existence and success: re-
sponsibility for the structure of competition and its conditions.

With a focus on enterprise's role, the Golden Rule looks in particular at the
conditions (and maintenance) of competition and of the functioning economic
system, where companies can contribute by value creation. In this sense, the
Golden Rule can be reformulated as the request to contribute in maintaining the
license to operate, to maintain and not worsen the conditions for competition,
and thus contribute to fair value creation.

The next section shows how this framework can be translated in a specific,
concrete context within labor and training markets.

2.5 Problem and Research Question in Categories of the Economic Ethics

This investigation looks at corporate responsibility in a labor market context
and at how companies can support conditions of cooperation for mutual ad-
vantage, with a particular focus on the implementability aspect. In this section,
the problems stated under Chapter 1 are reformulated in categories of the eco-
nomic ethics.

Starting point is the observation of two ethical implications of current
trends in the labor market (Section 1.5). Such implications are the structural
exclusion of certain groups from access to employability support and training,
and the reduction of trust and endangerment of license to operate that compa-
nies experience due to instable employment situations and outlooks for the
individuals involved.

Even if employability seems to be a win-win situation which can improve
conditions for future actions in organizations and in the labor market, and trust
in the system and for employees (Section 1.3), not all companies and actors
embrace this strategy and invest in employability and training. Rather, they
arguably behave in the opposite way, perpetuating reduced employability and
instability in employment.
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Due to the long and fragmented chains in the provision of training (Section
1.2) there are several instances of interactions, strategic dependencies and pos-
sible dilemma situations — with conflicting and converging interests. Employers
and employees experience incentives and disincentives steering them in differ-
ent directions, and there is an issue of diffuse responsibility which results in
lack of leadership and coordination. Additional issues are related to the difficul-
ty of quantifying returns on training, effects and transfer of learning instances,
and also of understanding prima facie the quality (quality uncertainty). Other
issues are brought about by asset specificity: the investment in a certain type of
skills or of organization is not to be transferred one-to-one to another context,
increasing the transaction costs (losses) involved in the case of change. The
economic rationality of choosing investments and their features, and the peda-
gogical/learning rationality might be at odds in some cases; in the course of
the analysis, these elements and categories (which can be found in the interac-
tion theory) guide the understanding of the underlying reasons of empirical
conditions which are in the way of ethics.

At the level of "moves of the game," that is, within the spaces of action
and discretionary power delimited by the existing institutions and rules, actors
involved are enterprises with the decisions they make when allocating their
resources.””> Resources are limited, returns are uncertain, and a choice must be
made among possible HR alternatives. Following the economic ethics, deci-
sions on this level are made based on rationality and on maximizing utility
within the range of conditions given and the alternatives that companies have,
reacting to incentives and trying to understand how other actors (for instance,
employees or other companies) might strategically react and behave. From a
theoretical perspective, the problem is approached both with rational choice
theory and with interaction theory because it analyzes the moves of the game —
both those which are independent from others and those which demonstrate a
strategic dependency.”

In addition to the moves of the game, there is the level of institutions and
institutional arrangements which create the "rules of the game." Such rules-
setting institutions are understood and analyzed, within the context of this in-
vestigation, as the norms and institutions which steer behaviors and decisions
through incentives and disincentives. In Western-European economies (and in
particular — as showed later — for the geographical focus considered here), and
for the specific topic of human capital and training, the level of rules and insti-
tutions translates first of all into policies which organize and support the provi-

52 For moves and rules of the game see earlier in this chapter.
53 Homann and Suchanek (2005). See Footnote 31, on action and interaction theory.
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sion of training.** For example, they can be schemes that pay for training,
schemes that deduct taxes from training expenses, or specific allowance for
training leave. While all these elements create the boundaries within which
action can take place (the rules of the game), the discussion earlier in this chap-
ter shows that because of the openness of contracts and institutions a more or
less large residual space for ethics (i.e., decision) is always present.

Proceeding from this context and elements, the prisoner's dilemma is used
as the main heuristic instrument to approach the responsibility question. Among
the possible conflicts and actors there are not only potential misalignments of
interests and threats, but also cooperation gains and potential benefits. Chapter
3 discusses in detail the methodology followed and the instruments applied to
clarify what these cooperation gains are and how they can be realized.

54 le. they provide incentives or disincentives, benefits and sanctions depending on the type of
training and population segment supported.



Chapter 3. Methodology, Argumentation Structure and
Context

3.1 Structure of Argumentation and Overall Methodology

This chapter outlines the methodology used in the investigation, and how the
theoretical framework is applied to the particular topics of employability and
training. First, the general argument structure of the economic ethics is
explained; then, the argument's parts are discussed in greater detail and their
role in this investigation is analyzed.

To be suitable for this investigation, the framework needs to account for
implementability in its model of argument. Economic ethics does so by follow-
ing a three-step model presented inter alia in Suchanek (2007, p. 30-31), with
origin in the Aristotelian practical syllogism.> The model sets two premises,
one 05f6 normative and one of empirical nature, and draws a practical con-
clusio™:

(1) Premise 1 — Normative orientation

(2) Premise 2 — Empirical conditions

(3) Conclusio — Practical orientation and responsibility

While Premise 1 has a general orientation, with the aspiration of universal va-
lidity, Premise 2 is oriented toward the analysis of contingency and its consti-
tuting elements — the empirical conditions. Through the presence of these two
premises the argument model considers both the normative ideals/norms (focal
points of Premise 1) and the empirical conditions within which the moral de-
mand is set (Premise 2).”” By doing so, the moral orientation and the willing-

55  Across their work, Homann and Suchanek present the argument model in different ways
depending on the starting point of the analysis and on the particular question posited. See also
Homann and Blome-Drees (1992); Homann and Suchanek (2005); Lin-Hi (2009).

56  The word conclusio is Latin for 'conclusion' and indicates the third step of any syllogism,
where the two preceding premises are brought together.

57  See for instance Homann and Blome-Drees (1992, p. 15, 106, 110). The combination of both
elements allows avoiding fallacies of two types, otherwise present in other theories. The first
type of fallacy is the normative fallacy. In this case, Conclusio (3) is directly implied from
the normative orientation under (1), assuming that the normative can be immediately imple-
mented despite conditions of reality (which for instance the approach of Peter Ulrich would
demand). The second type of fallacy is the empirical fallacy. It is assumed that from what it
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ness to act according to certain values or norms (Premise 1) is mediated
through the existence (and acceptance of) empirical conditions which pose as
obstacles. The mediation of reality does not limit the scope or power of moral
tension, but rather allows that it can be implemented at all.

Thinking back to the prisoner's dilemma and its relevance for ethics, its
heuristic function is well captured in this practical syllogism. The steps and
questions of the argument lead to the following possible reformulation: How is
it possible that — even if individuals, more or less, all agree that certain values
or focal points are to be supported (1) — they then do not behave according to
them (3)? The answer is in (2) and in the underlying prisoners' dilemma which
shows that empirical conditions are in the way between will and incentive-
compatibility.”®

The Conclusio (3) is the general form of responsibility and responsible
actions discussed in Chapter 2: invest in the conditions, so that what should
happen can be realized — duly taking into account contingency and existing
conditions.

For this investigation, the practical syllogism can be further specified into
the following questions:

1. On which values do we (individuals) want to agree? Which focal points
guide our actions and strategies? In particular: Which role do employment
and employability play as goals to be pursued? Normative.

2. Under which empirical conditions and constraints do companies actually
act? In particular: How does the market for training function and how
does it influence investment decisions? Empirical.

3. Which concepts and heuristics can help enterprises realize their responsi-
bility, i.e. identify and support conditions within the framework identified
in Chapter 2? This is then the implementation of the Golden Rule and of
practice-relevant indications. Instrumental/pragmatic.

Because of the relevance that the implementability of the solutions has in this
research question, particular attention is dedicated to analyzing in a methodical-
ly rigorous way the empirical conditions. Conditions are analyzed under Prem-
ise 2, and their significance and relevance becomes fully clear in Conclusio (3),

is (or is not), an implication can be drawn on what should be — as for instance the reductionist
position of Milton Friedman does to a certain extent, by assuming that the market mecha-
nisms are per se providing collective benefit and ethical contribution, irrespective of coordi-
nation and contflict issues and of the institutional framework.

58  This insight is true from both the perspective of prevention as well as of therapy. As preven-
tion, framing the question this way helps seeing where rules and institutions might fail by not
being incentive-compatible, thus improving them before implementing. As a therapy, it helps
improving existing institutions and frameworks toward higher acceptance and functionality.



3.2 Argument Model and Content of Steps 53

where the conflicts and dilemmas are reconstructed based on the empirical
material collected and interpreted in Chapter 4.”

Unrealized cooperation gains correspond to a certain extent to the ex-
planandum of this investigation (in particular, unrealized cooperation gains in
the provision/investment of further training). Once the dilemma structure(s)
behind such unrealized gains are clarified, it is possible to identify the scope of
responsibility. To clarify those explananda, explanantes are needed — they are
described in the empirical investigation and represent the empirical conditions
in the conceptualization of the dilemma structures.

At the core of the empirical investigation, and thus of the whole work, is
an abduction®: starting with a status that cannot be fully comprehended or
related to existing theories and works (namely, in this investigation, the current
status that training is not provided even if it seems a win-win situation), it is
assumed that there are elements which could explain it. In the case of this in-
vestigation, these elements are the dilemma structures which — as it will turn
out later in the work — allow for the understanding of why employability is not
supported or training is not pursued. Such clarification (explanation, Erkldirung)
allows searching for solutions (design, Gestaltung).

3.2 Argument Model and Content of Steps

This section provides an overview of how each step is developed in this inves-
tigation:

e Premise [ is not the focus of this investigation. Section 3.2.1 below pro-
vides a brief overview of what can be considered a focal point for this re-
search. This premise is not dealt with further in the text.

e Premise 2 is introduced in Section 3.2.2 here below. This premise is an
integral part of the investigation design and is dealt with in full length in
Chapter 4.

59  Conflicts and dilemmas are logically reconstructed under Premise 2, but are applied and
become meaningful for ethical purposes in the conclusion of the syllogism. This should not
be a surprise, as Premise (2) and Conclusio (3) are in a premise/conclusion logical relation-
ship, where the first follows the second one, but without the two being the same.

60  In abduction, as opposed to deduction and induction, one starts with a situation (an "event")
which cannot be explained. However, there are reasons to believe and hints about possible
explanations which — if they turned out to be the case — would be the rule which transforms
the "event" into a "case" — a case of a rule, and therefore scientifically embedded in a theory.
A parallel case in natural science is for instance the discovery of the existence of moons
around Jupiter made by Galilei through abductive inference (Oh & Kim, 2013).
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e Conclusio is introduced in Section 3.2.3 here below. Conclusio is also in-
tegral part of this investigation and Chapter 5 is fully dedicated to its elab-
oration.

3.2.1 Premise 1: Normative orientation

As showed in the previous chapter, this work explores the scope of companies'
responsibility when dealing with employability and the provision of training.
Since the focus in this research is on the implementability aspect, the discussion
on the normativity part is given less emphasis and is done only to the extent in
which it can provide an orientation to the responsibility demands under (3).
Therefore, this investigation does not ask the question of which values should
be pursued and why. The discussion of Premise 1 is limited to this section and
is aimed at identifying assumptions which are likely to gather acceptance by
individuals in society.”'

For Premise 1, the following guiding question can be derived from the
model outlined earlier: What can individuals reasonably agree upon? This ques-
tion translates and operationalizes the concept of regulative idea: "Regulative
idea of the economic ethics is the constantly successful social cooperation for
mutual advantage" (Suchanek, 2007, p. 42).

Several examples of day-to-day collaboration for mutual benefit can be
subsumed under this first, rather open definition. Generally speaking, coopera-
tion for mutual advantage has to do with elements such as reciprocity, coopera-
tion and incentive-compatibility; this cooperation also does not structurally
damage third parties. Norms and values which are acceptable as focal points —
it is argued, following the economic ethics — should support rather than destroy
social cooperation. It should support the achievement of collective benefits and
be aimed at realizing gains from cooperation and from productive conflicts, as
discussed in the previous chapter.

Employability and further training, as proxies for good employment, can
be considered examples for this context. In this investigation, they are consid-
ered each as potential (i.e., dependent in their realization on the specific empiri-
cal conditions) focal points toward which people could be willing to act. Good
employment, higher employability and rightly applied training are both drivers
and ends in themselves of social cooperation for mutual advantage, and possi-

61  The "test" that values and norms need to pass in order to be under (1) is a consent-test: Is this
value or norm something individuals would give their consent to, i.e. — following the wording
of economic ethics — would this value or norm not put them structurally at a disadvantage? If
the answer is yes, it can be assumed that hypothetically the value is valid as a universal one.
For more details about consent as a type of justification of ethics, and for further literature,
see Suchanek (2007, p. 18).
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bly one of the reasons why enterprises should receive their license to operate.*
In particular, given the definition of Chapter 1 and the benefits of employabil-
ity, the increase of this ability can be seen as a concrete example of cooperation
for mutual advantage among actors (win-win character) and as an end to be
pursued (how exactly this is to be pursued depends on conditions and on specif-
ic cases).

In this investigation it is not argued that there is something like a minimum
level of employability to which all individuals are entitled, or a minimum
amount of investment that companies should undertake to be considered re-
sponsible actors. However, it can be argued with a negative heuristic that de-
stroying employability,” destroying trust in the labor market and its institu-
tions, and destroying individuals' participation in such market and in society at
large hardly qualifies as a focal point to be pursued, and as a norm to be legiti-
mately targeted. Reducing employability (for instance, by not providing train-
ing) bears consequences on the labor market which can be contingent and re-
mediable, but can also be structural for certain groups, due to the reinforcing
effects of path-dependencies displayed in Chapter 1. By structurally putting
people at a disadvantage, the rule of "destroying" employability would lose its
hypothetical consent-ability.**

Moreover, the presence of a psychological and social contract on employ-
ability and employment — with requests and expectations — raises further issues
in terms of trust, expectation and the honoring of promises more or less explic-
itly done between employer and employee, and society at large.”

Arguably, it can be assumed as starting point of this investigation that in-
dividuals in a society would agree that more employability is better than less
employability, more trust (and trustworthiness) is better than less, and less non-
kept promises and unfulfilled expectations are better than more. Such negative
heuristic is used, after discussing empirical conditions in Chapter 4, to identify

62  As mentioned in Chapter 1, implications of low or decreasing employability are relevant both
in themselves, for the lower opportunities and fairness they are linked to, and indirectly, for
the implications on trust and social capital they have.

63  The matter is rather different with destroying employment and jobs (in a specific place and
time). Embracing the idea of employability assumes that employment and jobs are something
fluid that can be created and destroyed, as long as further opportunities are opened up and po-
tential employees have the ability to seize them. It is therefore not assumed here that (contin-
gently) destroying employment is an irresponsible action per se, even if there might be other
business ethical issues at stake to be considered. This is however beyond the scope of this
work.

64  See for instance Suchanek (2007, p. 19).

65  See Edwards and Karau (2007) for insights on social and psychological contract at descrip-
tive level. The authors carry out a survey to identify the features linked by employees to the
two types of contract, finding statistically significant differences in employees' perception of
the two.
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which cooperation opportunities and gains are socially desirable, and to exclude
those which are not.

3.2.2 Premise 2: Empirical investigation

After having set the overall focal point in this context, the investigation analyz-
es empirical conditions relevant for the research question. The goal of Chapter
4 is to clarify the most important elements of the incentive and disincentive
structure toward investments into further training as a proxy for investments
into employability, and thus helps reconstruct problem-based and solution-
driven prisoner's dilemmas for the responsibility question. While employability
is a broad concept that can be implemented and operationalized in different
ways, the focus lies on training as one of its main determinants and drivers, and
the analysis of the empirical conditions is thus dedicated to this element in
particular.

In terms of scope, the definition of continuing training provided in Section
1.1 was used in this work. It is thus a rather broad definition from which it was
effectively excluded very firm- and task-specific training difficult to be trans-
ferred to other companies or professions. This type of training alone would
raise employability only with difficulty. Also, tertiary qualifications (bachelor,
masters, PhD, MBA, etc.) were excluded from the scope as they are more relat-
ed to education and thus to a different market and provision compared to train-
ing. The training considered had to be either co-financed or at least initiated
and coordinated through the company, for instance through a bilateral training
fund (Chapter 4 provides more details about the type of organizations con-
sidered and the scope of the empirical sample).

The chapter deals with the analysis of the empirical conditions under
which companies work, and in particular with identifying key aspects of the
markets and dynamics that are involved. Categories of the interaction-theory in
Homann and Suchanek (2005) are used to reconstruct not only relevant legisla-
tion, institutions and actors, but also to understand the incentive mechanisms in
place and the effect they have on the strategy of each actor. For this purpose,
an empirical investigation collecting primary data was carried out, as available
sources do not operationalize the concepts and variables required. Chapter 4 is
dedicated to this analysis.

3.2.3 Conclusio: Responsibility, conditions and implementation

The conclusion of the syllogism provides the answer to the question of the
responsibility scope. This can take the form of demands, requests or ethical
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judgments about a certain behavior. In this investigation, the answer is related
to the conditions in which companies can invest and to the strategies in which
they can do so in an incentive-compatible way. Investing in the conditions is
the level at which responsibility is realized.

To the conclusion belong the application of the prisoner's dilemma heuris-
tic and the elaboration on the presence and distribution of productive and de-
structive conflicts. First, a conceptual analysis of the concept of employability
as commons is given. This analysis then sets the frame for a more concrete and
empirically-based consideration of training and conditions to support it. Two
illustrations from practice provide additional elements. Conclusions provide
guidance on how companies can invest in conditions.



Chapter 4. Premise 2 and Empirical Investigation

4.1 Introduction

This chapter clarifies the empirical conditions under which companies act. It
corresponds to Premise 2 and gives the main characteristics of the market for
further training and of the actors involved in it. It shows both limits and poten-
tials of action in the status quo, thus informing the discussion in Conclusio on
what can be legitimately requested to companies. Empirical conditions are
investigated using both primary and secondary data to reconstruct the interac-
tions among actors, the strategies, the incentives set by the institutions and the
effects they have on companies.

The chapter is built as follows. It starts by reviewing relevant existing lit-
erature on training dynamics and decisions. It then discusses methodological
issues and the choices taken to collect and analyze the data. After this, findings
are presented and interpreted. The chapter ends with a section of preliminary
conclusions.

4.2 The Context in the Literature

This section discusses literature relevant for the empirical part of the research
question. The main results from frameworks about human capital are consid-
ered, as well as approaches which devoted attention to interactions. The section
concludes by reviewing literature on incentive structures and policies which
can introduce the thinking used in this question.

Human capital research has shed light in a systematic way on dynamics
and mechanisms which can affect the inclination of companies to invest in
training. A pivotal reference to this is Becker (1962) with the foundation of a
human capital heuristic and the first economic analysis of training provision
under the differentiation of "general" and "specific" training based on the speci-
fication of investment gains. In this model of perfectly functioning labor mar-
kets, if workers are not liquidity-constrained, they themselves will invest in
general training while the firm has incentives to invest primarily in the specific
training (less relevant from an employability perspective). Underprovision of
training would not be an issue, provided that the credit market works.

Acemoglu and Pischke (1999) expand this model to labor markets with
frictions and rigidities (due for instance to unions and minimum wages) and
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account for the fact that companies in reality also pay for general training
(which the model of Becker cannot account for). This can be due for instance to
the compression of wages which cannot rise as fast as productivity does (after
training) so that the company has an incentive to train due to the rent achieved.

Other disciplines have investigated the role of human capital as "asset"
and its specificity — for instance, transaction cost economics. Within this re-
search program human capital and investments are considered a specific asset
investment which creates dependency and becomes thus subject to exploitation
risks, giving raise to the so-called hold-up situations (Diill & Bellmann, 1999;
Gorgens & Pfahler, 2002).

These analyses have originated a series of further investigations into spe-
cific issues and dynamics of training from an economic perspective, which
have showed how hold-up instances, adverse selection and opportunistic behav-
ior can arise following the risk of exploitation (poaching and shirking).®® This
perspective has analyzed which variables most influence preferences for train-
ing investments (time horizon, contracts, macroeconomic situation, etc.), to-
gether with the policies which are most apt to increase the overall efficiency of
the system.

For this research question the work done by Brunello and De Paola (2004)
on underinvestment in training and policy implications is of interest.”” They
classify policies in two groups: policy aimed at reducing marginal costs or
aimed at increasing marginal benefits. Table 3 below summarizes the main
findings from their revision.

66  Poaching refers to the behavior of companies attracting employees trained by other enterpris-
es, so that they can get the benefit of an already trained employee without having to bear the
cost for the formation. Shirking refers to the possible behavior of employees to not work at
their full productivity, but rather underneath it. In this case, it refers to the possibility of em-
ployees to not fully engage in the training and do not exploit all the productivity gains com-
ing from it, with consequent loss of marginal return of investment for the company.

67  Much attention was dedicated from economic perspective to the problem of underinvestment
— whether it exists and if yes what are the causes. While this investigation does not ask the
question of underinvestment (because another discipline approach is used), it is however rel-
evant for later analysis to understand the impact that policies have on training decisions in
terms of incentives and disincentives.
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Table 3: Overview of policies and their impact on training marginal benefits and costs

Policies impacting marginal benefits

Temporary contracts > less training

Norms for a compressed wage structures (e.g. minimum wages) = more training
(Voluntary) restraints on poaching behavior = more training

Certification - incentive for the worker to put more effort because it can use
it somewhere else too > disincentive for the company because it makes poach-
ing easier (the other company is not uncertain about the skills, because certifica-
tion reduces to a certain extant the information problem)

e Payback clauses = more training (and are not affected by liquidity constraints
because the company anticipates the training costs)

Policies impacting marginal costs

e Levy/grant schemes

= tax levied on all firms (on payroll) combined with grants awarded for training
projects
- Need for information on wages and training-prices responsiveness to taxes
and grants to evaluate their effectiveness
- Subsidies are linked to bureaucracy and abuses risks

e  Train-or-pay schemes
= levies paid only if the training falls under a legal minimum
- Possible deadweight (they would have invested anyway)
- Could be sector-specific as training costs are sector specific
e  Tax deductions
= deduction of costs and reduction of corporate taxes

- Possible deadweight
- Works as long as profits are positive

Source: Adapted from Brunello and De Paola (2004)

Concepts from this existing literature are used to bridge between the theoretical
categories of the economic ethics and the work already existing on human capi-
tal and training. In particular the idea of investment, return, incentive, rent,
exploitation risk, asset specificity, impact of existing policy mechanisms are
relevant to structure the empirical investigation and formulate its research ques-

tion and model, as described in the following section.”®

68  Also Forrier and Sels (2003, p. 663) recognize that common labor-market economics theory
is not fully able to explain decision patterns of employees and employers in regard to train-
ing, and that the approach should consider institutions and their impacts.
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4.3 Methodology of Empirical Investigation

This section describes the operationalization of the empirical research question
pursued and shows why qualitative research was more appropriate than quanti-
tative. Specifically, it shows why the research design was oriented to a "recon-
structing investigation" as opposed to other research designs, and why inter-
views, and in particular interviews with experts, were the most appropriate
instrument to collect the data. Main concepts and definitions used in the opera-
tionalization are introduced, as well as the rationality behind the selection of
clusters and experts, and the analysis method used. An overview of interview
partners is given. An assessment of possible social desirability in their answers
and of limitations of the methodological choices taken concludes the section.

4.3.1 Research questions and research design

The overall question for treating Premise 2 — the question of the conditions in
which companies act — was operationalized into the following form to be an-
swered through an empirical investigation:

Which incentives and strategies are in place, and which behavioral expec-
tations do they create, which eventually lead to investments in employabil-
ity-supporting training (or not)?

By doing so, both incentives set by (labor market) institutions and norms and
their effects on actors' decisions were identified. Attention was also given to the
room that companies have to act within the incentives or disincentives set,
partners they could work with, and obstacles in the way of beneficial coopera-
tion.

The research question stated and the type of answer pursued defined the
type of knowledge required, that is, the combination of research design as well
as type of data and methods to be used. Understanding interactions and behav-
iors of actors cannot be pursued by searching for correlations or frequencies,
and no representativeness of results in a statistical fashion is needed. What is
required is more an in-depth look at mechanisms, implicit and explicit reasons,
strategies and their causes, on relationships between institutions and individuals
as well as historical developments.*’

To achieve this type of dense and complex understanding of mechanisms
in interactions, the concept of "reconstructing investigations" (rekonstruierende

69  In the words of Gléser and Laudel (2010, p. 28), there are two main strategies to pursue the
clarification of social issues (Sachverhalte): either by using statistical relations to infer to a
causal relation (which would call for quantitative methods) or by searching for causal mech-
anisms and their scope of validity.
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Untersuchungen) — as described in Gldser and Laudel (2010, p. 37, 69) — offers
an appropriate research design for these purposes. Reconstructing investiga-
tions are defined as "investigations in which social situations or processes need
to be reconstructed to achieve a social-science explanation" (Gliser & Laudel,
2010, p. 13; emphasis in original).

Glaser and Laudel (2010, p. 65) identify four criteria that proper research

questions within a "reconstructing investigation" research design should satisfy:

1.

2.
3.
4.

the research question is based on knowledge which already exists, it refers
to a theory and includes implicitly the validity scope (Geltungsbereich) of
the answer;

answering the question means adding to the existing knowledge;

the research question analyzes a relationship (Zusammenhang); and

it analyzes a general relationship, not only a single case.

For the empirical research question in this chapter it can be showed that the
criteria are satisfied:

1.

As discussed later in the section, the research question is based on a theo-
ry of action, strategic behavior and reaction to incentives, developed in
Homann and Suchanek (2005); this general theory can be applied to the
field of human capital and the provision of training. Elements of existing
game-theory literature were applied to model how policies and actors in
the training and labor market impact decisions of companies in dealing
with external and internal actors. The validity of the answer is defined by
the geographical scope, the definition of training used and the type of or-
ganizations considered (see Chapter 3).

Answering the research question adds to existing knowledge. It allows
clarifying company-external elements which impact decisions on training
going beyond typical analysis of liquidity, size and industry; it adds quali-
tative evidence to a literature almost exclusively driven by economics and
quantitative methods; it provides insights into actors such as HR managers
and other management, and on work councils, which are typically not part
of the mainstream literature.

It analyzes a relationship, namely the interactions among actors in a spe-
cific market which may or may not lead to investment into training.

These interactions can be seen as a class (Klasse), containing all interac-
tions within the country-systems analyzed which have as a result invest-
ment in training.

In terms of its logical form and relationship between categories of interpretation
and empirical material, the analysis unfolds along an abductive inference (see
for instance Fabbrichesi Leo, 1993, p. 37). An abductive design allows for the
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discovery of new elements while starting with categories derived by theory
(deduction does not allow for new discovery, and pure induction is hardly theo-
ry-driven). This translates into a research design which starts with a theory-
driven set of categories, iteratively applies them, and is open for the creation of
new concepts not considered in the beginning.”

Having defined research design and the research question, research objects
considered in the investigation are then clarified. These can be summarized as
interactions taking place among companies and other actors within the market
for further training, and can then be broken down further into three different
dimensions: first, identification of actors involved in the provision of training at
different points of the decision and delivery process, together with their prefer-
ences; second, reconstruction of incentives and disincentives systems as set by
institutional framework and actors' reciprocal expected behaviors, and their
strategic interdependencies; third, potential gains from collaboration.

The call of Eco (1977), reported also in Glidser and Laudel (2010), is
acknowledged and therefore definitions and specifications of main concepts
used in the operationalization are provided:

e [nteraction: transactions on a contractual basis, and instances needed to
conduct negotiations, discussions, during the decision-making process
which ends with the investment in training, or not.

e [nstitutions: broadly defined, for this context, systems of formal and in-
formal rules which have an impact on the decision-making process. These
include policies and laws, industry and organizational structures, culture
and informal rules/sanctions, etc.

e Actor: individuals or organizations able to react to incentives, make stra-
tegic decisions, and provide themselves incentives or disincentives in the
decision-making process.

Following Gléiser and Laudel (2010, p. 73 ff.), dependent and independent
variables were identified based on literature and first exploratory interviews.
Then, a model of relationships between dependent and independent variables
was created. An exploratory literature review was carried out to identify: (a)
main actors relevant for the investigation and their role within training decision
and delivery process (e.g. Cedefop, 2008a, 2011, 2012; Cortellazzi, 2007,
Dietrich, 2007; EUROFOND, 2009; Pais, 2011); (b) data on training and in-
vestments in the two countries considered, overall participation and participa-
tion by employee group, reasons to train or not, goals and types of training (e.g.
Baethge, 2011; Bannwitz, 2008; Bellmann, Grunau, Leber, & Noack, 2013;
BMBEF, 2012, 2014; Formatemp, 2011; Frigo, Angotti, & Bernardini, 2006;

70  See also Chapter 3 earlier on abduction and relationship of explanans and explanandum.
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ISFOL, 2008b, 2012a, 2013; OECD, 2012b, 2012c; Souto-Otero, 2007); (c)
main policies and laws in place, industrial relations and bilateral organizations
involved in training schemes, their historical developments, collective bargain-
ing contribution (e.g. Allaart, Bellmann, & Leber, 2009; Cedefop, 2008s;
ISFOL, 2008a; Lauria, 2011; Stegmaier, 2010b; Trampusch et al., 2010).

Together with the literature under 4.2, which targeted underlying decision
patterns of companies and individuals from a human capital perspective, litera-
ture was used to clarify and limit the scope of the investigation. Figure 2 shows
the model, and variables in their relationships.

Figure 2: Overview of variables and their relationship to investigation objects

Independent Investigation
variables objects

Not interested Not interested

3 ) Macroeconomic Investments . §
in what influences elements; in training in the effects
relevant variables laws and policies; (or not) of the investments

industry structure;
trade unions;
training providers; Intervening
employers'
organization;
other companies

variables

HR director;

work councils;
participants;
management;
firm-specific work
organization and
processes.

Source: Author's elaboration

Investigation object and dependent variable in the model is considered the
presence in a single company of investments (or not) in employability-
supporting training, with different goals (general skills, meta-competences,
languages...) and for different groups (older people, atypically employed, low
skilled...).

Independent variables, listed in Figure 2, include company-external ele-
ments, often country-specific, and whose impact on decisions can be assumed
stable for all the organizations within a country (large organizations).

Company-internal elements (also in Figure 2) figure as intervening varia-
bles, i.e. elements varying by company and complementing the impact of the
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overall, company-external environment. Due to the structural origin of this
element, the type of relevance is assumed to be similar: even if management
practices vary across companies for instance, the fact that there is a certain
dialectics within HR management and other management within large organiza-
tions with highly specialized functions is a constant in this validity scope. Each
independent and intervening variable was specified further into strategy and
preferences pursued, incentives set, and disincentives set (incentive and disin-
centive set for a company to pursue a certain type of training for a certain
group).”!

While there are certainly feedback effects among the elements considered
(behaviors of companies might dynamically affect how social partners act for
instance), and while the decisions itself of training has an effect on the whole
system by reinforcing or not certain incentives or disincentives (e.g. an invest-
ment which does not deliver the expected return, or a resource leaving, might
play out as disincentive at the next instance), it was decided to take a static
view of the system and ignore feedbacks circles.”

This section clarified the research question leading the investigation, the
research design and the research objects considered. It also introduced model
and variables used to answer the question. Building on this, the next section
presents the method and instruments of data collection, and the rationale behind
their selection.

4.3.2 Method of data collection

This section introduces the method selected for data collection (interviews, and
in particular expert interviews), the sampling strategy (theoretically-driven), the
format of the instruments (loosely structured questionnaire),73 their structure
and the type of questions asked.

71  "Return on investment" was not considered as a stand-alone variable and incentive/disin-
centive, even though expectations of a quantifiable return certainly play a role in some train-
ing decisions (as showed later in the finding — this is not always the case in fact). This was
not considered as an extra element because in this reconstruction (existence in the first place
and) rate of return are themselves a function of the costs and benefits seizable within the sys-
tem of incentives displayed, of demand and supply on the market for training, and of general
macroeconomic and industrial dynamics (accounted for in the market). The rate of return is
always dependent on the deployment of the resource, the cost-opportunities, the risk consid-
ered, the scarcity, the quantifiability, and other factors. Moreover, the decision to invest in
employability and training is not always driven by the expectation of a direct return on the
productivity of a single person; for instance, also an impact at organizational level (and a dif-
ficult one to be quantified) might be pursued.

72 The idea that each action affects future conditions of action is expressed in the key concepts
of economic ethics, displayed in Chapter 2.

73 Leitfaden.
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The social mechanism to be reconstructed was the one leading (or not) to
investments in further training taken by companies. Each company with the
environment of actors and institutions was considered a "cluster of analysis"
and analyzed in—depth.74 Summarized below are elements needed to be consid-
ered a cluster of interest for this investigation:

o Geographical dimension: two European countries were considered, Ger-
many and Italy, because of similar level of economic development, demo-
graphic and labor market dynamics, similar set up in social partners rela-
tions on training but historically different participation in training, em-
ployer and industrial relations.

o  Company dimension: companies with more than 1,000 employees were
selected to achieve a wide enough representation of employees group, to
ensure presence of a work council and its representatives, and a highly
specialized HR function with several levels and responsibilities. Compa-
nies were selected in both manufacturing and services sectors.

e Training dimension: the analysis considered training transactions
bought/procured outside the company, either paid in full or co-financed by
the company. Particular attention was devoted to training acquired
through systems which require interaction with social partners and are
managed through funds, because of the increased complexity, more dif-
fuse responsibility and the type of interactions created (Fondilnterprofes-
sionali in Italy, ~ different sectoral training funds in Germany).

o Function dimension: the HR director was considered the relevant person
to be interviewed given the centrality of the role in taking decisions and
shaping strategies. While the HR managements "represents" the company
in interactions with external actors, the HR post is also considered distinct
from other managers or other employees (e.g. work council representa-
tives) and can have with them another series of different interactions.

In terms of sampling, the clusters of analysis can be considered #ypical for cer-
tain aspects (Glaser & Laudel, 2010, p. 95 ff.), for the type of company they
belong to, the type of training and usage of funds carried out, the decision-
making process and interaction system, the responsible person is involved in.
Then, pertinent methods of data collection were identified. As showed by
Atteslander (2006, p. 45), there are basically two ways of investigating social

74  The term "case" used by the authors in their method description is avoided, and the word
"cluster of analysis" is preferred both to avoid possible confusion with case study methods
and to highlight the fact that each object of investigation was a bundle of several actors, in-
teractions and influences, and that most of the times more than one actor for the same com-
pany was interviewed.

75  'Fondilnterprofessionali' is the Italian name of the training funds.
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reality: either by looking at products, or by looking at behavior — in a broad
sense. Atteslander further distinguishes ways to access social reality in four
sections depending on the type of object: content analysis, for products/artifacts
such as texts, videos, instruments; observation, for behavior in a natural setting
where the researcher cannot be separated from the behavior itself; inquiry, as
means to investigate natural, verbal behavior in a time and space-independent
manner, by talking about it; experiment as a way of investigating behavior in a
non-natural, i.e. controlled setting (Atteslander, 2006, p. 49).76 Going back to
the research questions stated above, most of the information needed was avail-
able to a certain group of persons who have access to the dynamics investigat-
ed, and while most of the information could be verbalized, only a small amount
was already available as products (texts, reports, videos, etc.) in the way and
with the orientation needed to answer the questions. While an observation
would also have been possible, it would have covered only a very limited num-
ber of cases and would have provided more details about the interactions, nego-
tiations, internal processes than needed for the investigation's purposes.

The kind of data required could best be collected by interviewing people
with relevant knowledge about the dynamics to be investigated; they were to be
interviewed not about their personal opinion or feelings about the matter, but
rather as representatives and informants of the organization and of the dynam-
ics in which the company or entity was involved. This element of knowledgea-
bility, together with the fact that a qualitative approach is needed to retain depth
and complexity of the issue, and the openness coming from the abductive ap-
proach, led to selecting expert interviews as the most appropriate method of
interview.

This particular type of interviews allows considering experts in their func-
tion of "information holders" about a certain matter. Literature provides differ-
ent definitions of who an "expert" is and what type of knowledge they can de-
liver. While Gléser and Laudel (2010, p. 11) use a quite broad definition of
expert and of their knowledge ("in the end, there is a type of specific
knowledge to which each of us has access. It is the knowledge about the social
contexts in which we operate"), other authors used the title of experts for indi-
viduals depending on their special, if not unique position within an organization
(top management for instance), and based on their professional authority.
Meuser and Nagel (1991, p. 443) provide another, different definition of ex-

76  Gléaser and Laudel (2010, p. 103) provided some useful questions to reflect on the type of
data needed and on the consequently most appropriate method of data collection. The two
guide-questions suggested are: (1) Which information needed is included and therefore ob-
servable in the natural communication of the field, in the actions of actors and in artifacts
(products, documents, symbols etc.); (2) Which information needed can be verbalized
by actors and therefore communicated?
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perts which is used as basis for selection within this study. According to it,
experts:

1. must be part of the social context under analysis and are not external
actors;

2. must be part of the decision-making and decision-taking process of the
organization they are in, being responsible for "drafting, implementing
and controlling solutions"; and

3. must have access to a privileged pool of information related to a particular
group or decision processes.

In particular the second aspect of this definition is appropriate for the type of
informants needed in this investigation, and is therefore used as guideline in the
selection of the interviewees.

After having set the type of method and the type of interviews, it was de-
cided how to conduct the interviews. Expert interviews were considered quali-
tative interviews specifically constructed to gather expert knowledge and use a
type of interview which can support this collection. Qualitative interviews al-
low accessing depth and details about the relation to be investigated — no stand-
ardization is needed, but rather an openness and ability to move across the
questions and adapt to them based on the needs of the conversation. For such
interviews, several authors recommend non-standardized, non- to semi-
structured interview with guiding questionnaire (Gldser & Laudel, 2010;
Meuser & Nagel, 1991):

o Degree of structure. Atteslander (2006, p. 123) categorizes interviews into
structured, semi-structured, and non-structured according to different ele-
ments: level of engagement of the interviewer, possibility to modify ques-
tions and their order, possibility to steer the discussion dynamically react-
ing to the interviewees' output. The less structured the interview, the more
data are to be interpreted in a qualitative fashion. Atteslander (2006) con-
siders expert interviews as mainly non-structured interviews, Gléser and
Laudel (2010) more as semi-structured interviews. For this investigation,
the level of structuration was left open to vary between very much un-
structured and a bit more structured, depending on the interviewee and the
progress in the analysis.

o Standardization. Following Atteslander (2006, p. 134), standardization
refers to whether the interviewee is given answer categories to enhance
comparability, or not. Since expert interviews do not aim at comparability
or representativeness, but are rather used to increase breadth of responses
and relevant material also beyond what the interviewer had set in the be-
ginning (abduction), in most cases no answer categories are given.



70

Chapter 4. Premise 2 and Empirical Investigation

The expert is asked to think of which answer categories could apply to the
question asked.

Openness. Because of the above (Atteslander, 2006, p. 136) questions are
necessarily open, as no categories are given.

Guiding questions were used for the interview.”” A questions catalogue was
constructed in the following way and each topic double-checked for relevance
during the investigation (Glaser & Laudel, 2010, p. 149):

1.

opening by explaining in broad and neutral terms the goal of the interview
and of the research, the usage of the data collected, asking the possibility
of recording and ensuring anonymity of both person interviewed and
organization represented78;

warm-up questions on the background and role of the interviews; ques-
tions on current responsibilities and tasks to pre-select relevant topics and
identify most interesting dynamics and situations to be checked during the
conversation;

questions on past and current trends in further training, in order to under-
stand internal processes and how further training is used in the organiza-
tion/how further training is seen on the agenda of the organization;

a block of questions on relevant actors, how they impact the organization
— internal and external,

investigation of particular conflict situations derived by the research ques-
tions on older, temps, meta-competencies, etc.;

questions on identifying possible different scenarios, and what would be
needed to realize them;

final appraisal of further training and its role for society actors and eco-
nomics, more personal questions on possible solutions and future
trends/informed hypothesis; and

concluding remarks and end of conversation.

77

78

The Annex at the end of this text provides an example of such questions catalogue. Due to
the methodology used, and the iterative process described in terms of “abduction” earlier, the
list of questions underwent modifications in the course of the research. First of all, different
types of interviewees/experts required different lists of questions (experts in a company were
asked different questions compared to experts in a trade union, for example). Moreover, as
the research developed and coherently with the qualitative method used, some questions were
dropped and others were introduced, following the set of relevant categories used.

All interviewees were informed before the interviews of the following items and thus gave
their informed consent to being interviewed: goal of the interview; role of the interviewee in
the investigation; role and key background information of the interviewer; way in which per-
sonal data of the interviewee are protected; way in which anonymity is ensured; request of
recording the conversation; next steps in using the data collected.
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A total of 20 interviews in two countries were carried out over 12 months. In-
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terviewees were experts, according to the definition previously given, working
for both public and private organizations. Interviews were conducted face to
face and carried out in the offices of the interviewees. On average, they last
about 1.5 hours. Table 4 displays key data of the experts interviewed.

Table 4. Overview and key information about interviewees

ID Country Organization

Role

Profile

Training . Self-employed consultant active in middle
Lo Managing L. . ..
1 DE provider; . and big size companies as HR and training
Director ;
consultancy consultant; more than 30 years of experience
.. Self-employed consultant active in big size
Training . L .
Lo Managing  organizations as leadership and strategy
2 DE provider; . o
Director consultant/trainer; more than 30 years of
consultancy .
experience
Responsible for a workforce of about 5,000
3 DE Enterprise HR Director people in Germany; multinational in the
service industry
Responsible for a workforce of about 8,000
4 DE Enterprise HR Director people in one German location; multinational
in the manufacturing industry
Responsible for a workforce of about 10,000
5 DE Enterprise HR Head people in Germany; multinational in the
manufacturing industry
Social partners' Managing  Head of a bipartite sectoral institution with
6 DE . : .
foundation Director unions background
EZ%O?;I Responsible for Collective Agreements on
7 DE Trade union Trainin Training and Education in the biggest DFG
Schemegs union; more than 10 years of experience
Responsible for a workforce of about 7,000
. people in EMEA area, company in the manu-
8 DE Enterprise HR Head facturing and service business; more than 25
years of experience
Responsible for a workforce of about 2,000
employees in Germany, Switzerland and
9 DE Enterprise HR Head Austria; multinational in the service industry;

more than 30 years of experience
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ID Country Organization Role Profile
?r?i?]i?)f Public officer responsible for designing and
Provincial & implementing local policies with enterprises
10 IT . and Labor . C
authority and unions; support to training through
Market . .
.. national and regional funds
policies
Member of  Responsible within the Work Council for
11 IT Enterprise Work training and education matters; 10 years of
Council experience
Responsible for workforce of about 5,000
. . employees in northern Italy in the manufac-
12 1T Enterprise HR Director turing sector; more than 20 years of experi-
ence
Member of  Responsible for training matters within
13 IT Enterprise Work the work council; more than 5 years of
Council experience
]gztlr(:;z; ta- Responsible for agenda setting and policies
14 IT Trade union tivg for of the biggest Italian union federations; more
. than 20 years of experience
Training
]I\D/I;Z:tgol :(g) £ Responsible for unions representations in the
15 IT Trade union Trainin sectoral training funds; more than 25 years of
£ experience in education and training
Fund
Responsible for a workforce of 3,000 people
16 IT Enterprise HR Director in the manufacturing sector in Northern Italy;
more than 10 years of experience
Responsible for a workforce of 5,000 people
17 1T Enterprise HR Director in Italy in the manufacturing sector; more
than 30 years of experience
Responsible for a workforce of 7,000 people
18 IT Enterprise HR Director in Italy in the manufacturing sector; more
than 30 years of experience
, Regional Responsible for training initiatives in a
Employers . . ; . ,
19 IT O Managing  regional branch of Italy's main employers
organization : U .
Director association; more than 10 years of experience
. Responsible for training initiatives, training
Regional - LS .
. of union representatives; sits in a bilateral
20 IT Trade union  Represen- A . .
tative body; more than 30 years of experience in the

union

Source: Author's elaboration
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The next section describes how data were analyzed.

4.3.3 Method of data analysis

This section describes the collection and preparation of data, and the analysis
method. The first to be interviewed were public officers and representatives of
trade unions/working councils; these were instrumental in gaining access
through snowball process to managers in enterprises, more difficult to be
reached. First contact happened mostly by email, explaining the reason for the
interview and the details of the conversation. Interviews were carried out in
local languages, i.e. German and Italian.

Anonymity was ensured before starting the recording. A short protocol
was written before the interview to note down availability for the interview and
ease of access, together with a protocol at the end of the interview to note down
impressions, interruptions, information given after the recording or on the way
to the elevator. Data were then prepared for transcription.

Transcription rules were guided by the commonly accepted guidelines of
content analysis and by the type of information needed for the research ques-
tion (Gldser & Laudel, 2010, p. 193). After transcription and clean up, data
were imported into a software which supports qualitative analysis of texts and
other artifacts (Atlas.ti).” Transcription, albeit more time-consuming, were
preferred to other ways of collecting the data given the much higher effective-
ness of the process in retrieving information and in ensuring higher methodo-
logical controlling. In particular, following rules were considered:

1. dialect expressions were transformed in current language, and marked;

2. utterances such as "aeh," "hum," "hmm," and similar were marked if
they conveyed a different connotation to what just said, or before say-
ing it;

3.  long reflection pauses of the interviewee are marked;

4. interruptions (phones, colleagues, external environment) were marked
and it was assessed whether they diverted attention or focus; and

5. punctuation was added following normal grammar rules in the respec-
tive languages to make reading easier.

79  In this investigation, it was decided not to use the software proposed by Gléser and Laudel in
their work as it was not as user-friendly as others and rather experimental in its nature; in-
stead Atlas.ti was used because its specifications made it compatible with the type of analysis
and extractions to be carried out.
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Each text was divided in questions and answers, and paragraphs, then anony-
mized. Transcriptions were done in the respective language and only passages
used in this publication were translated into English.

Data collected in the interviews were analyzed using content analysis
(Flick, 2007; Gléaser & Laudel, 2010). Content analysis was developed in the
1970s and had initially a quantitative orientation: it was used to analyze the
frequency of certain words, expressions, sentences. Later on it has developed
also in another direction, as a pure qualitative method rooted in conceptual/
theoretical categories rather than quantities. This investigation used content
analysis in this second version.

Authors define this type of qualitative content analysis as an "extraction
method which reduces data by applying a category system to them" (Gléser &
Laudel, 2010, p. 201; category system displayed in Figure 2 earlier). This re-
search followed a content analysis procedure which is derived from the original
method of Philipp Mayring, but adjusted to the needs of reconstructing investi-
gations (Gliser & Laudel, 2010, p. 45, 197). The main differences introduced
allow reducing the quantitative orientation by providing more openness and by
working with conceptual variables which are linked to text pieces (instead of
the whole text); moreover, parts of data identified and extracted from the initial
text are analyzed autonomously, without reference to the text itself (even
though origin of the quotation is kept during the analysis).

The results of this extraction were then used as basis for further analysis
and reconstruction of the mechanisms involved in the model. Two rounds of
extraction were carried out, after having made the category system more pre-
cise (which is allowed by the type of research design used here). This was
achieved mainly by eliminating/grouping categories which did not apply to any
part of the empiric materials, and by splitting categories which were initially
too broad and were linked to too many portions of the text. The result of the
extraction is a series of text excerpts identified by document and position, and
divided by category. Part of these excerpts are presented in a structured way in
the findings section.

4.3.4 Assessment of methodological choices and limitations

This section reflects on the methodology selected and on its possible limita-
tions. First of all, going back to the differences in the role of interviewer, which
Pfadenhauer (2002) describes in her essay, in most of the cases the researcher
was perceived as co-expert. This was manifested through positive feedback at
the end of the conversation, where interviewees usually thanked the researcher
for the questions and the thinking input. Experts were generally open
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in explaining concepts or terms related to their specific context and which were
obscure to the researcher.

This investigation also acknowledges the call of Littig (2002) to reflect on
gender as an element of the interview situation (together with differences in
knowledge and expertise, age, status and authority). Of the 20 interviewees, 6
were women and 14 men. Broken down by country, in Germany 1 out of 9
interviewees was a woman, in Italy 5 out of 11. In any of the interview situa-
tions gender was felt a more influential element than age or other criteria and
demographic characteristics.

Further, the possibility of social desirability in the answers is assessed
here. All conversation moved from more general topics to more personal and
company-specific ones, thus building the trust and quality of discussion
throughout the conversation. Potentially more sensitive topics were addressed
in the end. This created in all cases a favorable interview situation in which
the interviewee felt comfortable in discussing less successful elements of the
processes discussed and their own role. Also, the researcher did not give many
details before the interview about the direction of the research — enough for a
willing consent, but not enough to bias the answers. This allowed avoiding
political or partisan conversations, and focusing on the systems of incentives
and strategies. The topic of the conversation in fact was not "how responsible is
your company acting"; but rather "what is holding you back from behaving in
this and this way."

Most of the questions were related to external constraints or incentives;
however, representatives of the organizations could portrait themselves in dif-
ferent manners. While it is possible that in some cases interviewees depicted
themselves as more proactive than they actually are/as other data and infor-
mation about their actions would support, in general they were open to talk
about their own limitations and constraints, also those related to management,
requests from unions and constraints caused by macroeconomic situations.
Trade unions were in general very clear and aware about their limitations; but
less so in understanding or discussing the spaces for potential actions, and the
limits given by the own constituencies. Enterprise representatives, as managers
with several decades of experience, were clear in stating their perceived role
and their understanding of training and employability, and in seeing the limita-
tions and difficulties of a responsible employability management. Most of the
times this was not due to reference to their own profitability, but rather to the
internal dynamics, as showed later in the findings. In some cases, the interview
— also due to the rather long duration — allowed personal feelings, doubts and
frustrations to arise, together with new ideas and points of view. If social desir-
ability could not be excluded, it had a very limited impact and was counteracted
by having, in some cases, more than one person being interviewed within the
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same organization. The assurance of anonymity also took further concerns
away from the interviewees.

4.4 Findings

The presentation of findings in this section follows the reconstruction of the
dimensions which impact the explanandum. Therefore, it avoids reconstructing
each single instance of investment discussed in the interviews and presents
findings along the variables identified (mainly actors). Afterward, these find-
ings are interpreted in a way which helps clarify the type of market and incen-
tive systems within which companies operate.

The process to be reconstructed and clarified is that of the decision about
investing (or not) in certain training and groups, and in particular how external
and internal actors with their strategies, actions and expected behavior can
influence the decision of a company.

Country specific differences or similarities are mentioned when relevant in
highlighting underlying dynamics. Different subcases are treated when relevant
depending on the type of investment pursued.

4.4.1 Company-external elements

This subsection considers how the following actors impact decisions and pro-
vide or not incentive to training investments: trade unions, employers' organiza-
tions, training providers. Preferences, strategies and behaviors are discussed
based on primary data.

Key findings:

1. Counterintuitively, further training and support to employability is not
among the priorities of trade unions negotiations. This attitude has cultural
and political reasons. In some cases training is considered a duty of the
employers. In other cases, trade unions exert low pressure on their own
members;

2. The above is reinforced in contexts where passive labor market policies
are more common because of mixed and inconsistent signals;

3. Negotiations of qualitative items such as further training require a corre-
spondingly trained trade union which can negotiate them with expertise.
This is not the case everywhere and the lack of professionalism does not
support transparency, quality, and inclusion in training selection;
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4. Levy-grant mechanisms® can be a disincentive for training providers to
increase innovation and professionalize their offer. Coupled with low de-
mand for skills on the company side, this results in unsophisticated mar-
kets for training;

5. Credit constraints were not reported as a problem, as in many of the cases
analyzed training is funded through a central budget. The presence of an
unconstrained budget can have a negative impact on the quality of de-
mand;

6. No specific mechanism was found which supports interactions among
companies as buyers of training. This can lead to reduced market power
when negotiating quality and schemes with providers.

In both countries investigated, trade unions play a role in the companies' deci-
sion-making related to training. Their level of action takes place primarily in
national discourse shaping and awareness raising, and in negotiating collective-
bargaining coverage. Training and investments into human capital and employ-
ability can represent an element of negotiation or agreement.” Historical posi-
tions and traditions play an important role in the way trade unions conceptual-
ize and interact with companies (both on micro- and macro-level) in this re-
spect.

In Italy, trade unions only recently started to consider training and compe-
tences as worthy of being an element of negotiation.*

"Training was considered to be a duty of the owner. As trade unions, we would not
interfere with that." (ID20)

An interviewee from the national office of a leading Italian trade union con-
firms:

"Training is not among the priorities of the national negotiation efforts." (ID 14)

Italy has a historical preference for general education and training (i.e., non-
work related) and this is based on how unions have conceptualized training. In
the 1970s, the only training and education it was advocated for was the totally
work-unspecific, general education.*” Training and a professional advancement

80  See Table 3.

81  In Germany, ground-setting were the two contracts within the IG Metall on qualification and
on demography, respectively 2008 and 2012. In Italy, several second-level contracts contain
references to the possibility of negotiating qualifications as part of the contract at the firm
level.

82  Negotiating, also on micro-level, has become necessary in Italy after the introduction of a
bipartite system, the Fondilnterprofessionali.

83  Lauria (2011, p. 74 ff.) analyzes the rise and fall of the initiative for educational leave in
Italy, the so-called 150 hours initiative in the 1970s. He reports the voices of several individ-
uals who took part in that initiative. What emerges from their stories is, among others, that
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linked to the job were seen as benefits to the enterprise and therefore not sup-
ported. Only in more recent years did trade unions start to consider the topic.

In addition to this, the country has always had a preference for passive la-
bor-market policies and welfare contribution.** This preference is reflected in
the ambivalent position on training, which is sometimes considered a second-
best option after cash benefits. A regional trade-unions representative states:

"Till the last second of the last day, as long as it is possible to pay cash support,
I will fight for that." (ID 20)

Such mild attitude toward training might create mixed signals and inconsisten-
cies in the communication, when unions talk about training. It might raise the
question among members whether training is so important after all.

"The problems that the country has in dealing with training are the same problems
that unions have in dealing with it. The level of awareness is in general not ade-
quate to the strategic relevance of the topic." (ID 14)

National representatives recognize also the limitations in negotiating training in
the work done on micro-level from the local representatives. Both literature
(Pais, 2011) and findings from this investigation recognize the diffuse inade-
quacy of trade unions representatives in negotiating. To a certain extent, this
limited adequacy still reflects different priorities and contexts of both employ-
ees and employers where training is not welcome.™

A lack of knowledge about the topic and how it can be used to benefit em-
ployees has led to unions having difficulties presenting themselves as a partner

individual improvement (through training) was seen as a betrayal to the class efforts of im-
provement. An individual right to improvement and advancement was not supported — it was
either a class effort, or it was mainly conceptualized as a favor to the "owner."

84  ILO thus defines labor market policies: "Labour market policies (LMP), on the other hand,
comprise all kinds of regulative policies that influence the interaction between labour supply
and demand. They consist of policies that provide income replacement (usually called pas-
sive labour market policies) as well as labour market integration measures available to unem-
ployed or those threatened by unemployment." Active labor market policies are more related
to training and activation schemes. The two types of policies are neither mutually exclusive
nor perfectly substitutable.

85 A further element which research could consider on this is the impact of the membership
composition on the decisions and the agenda of the trade unions. For example, data from the
Italian Welfare Institute (INPS) report that in 2012 approx. 2.5 million retired people were
members of one of the major Italian trade unions (CGIL). Given that CGIL declares a mem-
bership of about 5.5 million people, about half of them are not active population anymore.
Even though the level of activity of this part of the membership is unclear, the composition —
skewed toward people who are effectively already out of the labor market — might also par-
tially explain why training is not a priority. This raises questions (which go beyond the scope
of this work) on the representativeness and legacy of unions' organizations. See Priddat
(2010) on modern trade unions as service providers.
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in training-related consultation. This despite the closeness to workers and work
processes and their mandate to represent workers' rights:

"I remember that the discussion in this sector (training) was not ripe (when the fi-
nancing funds were created), and perhaps also now it is not, because this very im-
portant instrument was not recognized from the unions' side as a positive one. Be-
cause of not having a specific preparation on this, it was the enterprise side which
played the main role in determining the plans. Companies would call us when we
had to sign, not earlier (to discuss jointly)." (ID 15)

From a company's perspective and its decision-making process on training, this
translates into a low or missing contribution to internal dialectics. Trade unions
do not represent the partner to go to in order to discuss training arrangements,
and they also do not exert a great pressure. On the contrary, due to the different
preferences and the conflict among investments in job-specific, general and
non-work related skills, expectations arise of a complicated rather than useful
interaction. The different starting positions and agendas pursued make it diffi-
cult to have truly constructive negotiations and so not only potential collabora-
tions are missed, the reciprocal distrust undermines the improvement of rela-
tionships on both training and other topics (see also later on work councils).

Germany shows a slightly different perspective on training and on how in-
teractions among social partners can take place. The representative of a main
German union talks about the relationship between social partners and the type
of constructive conflictuality they have been able to set up:

"Trade unions have been in Germany specialists for the creation of intersections of
shared interests. This does not mean that interests get synthesized or completely
overlap, this is why the word "harmony" (which is sometimes used for the German
industrial relations) is completely wrong. On the contrary, there are certain things
where we say yes, there we can cooperate because it is for the benefit of the factor
"labor." But there are also certain elements which are beyond the scope of shared
interests' intersections, and they remain there, there is no cooperation, and it is ok
this way." (ID 6)

This attitude of limited friction and cooperation on items which can be relevant
for employees led to a more open attitude toward training and competences as
one of the elements to deal with in the process of modernization of work.

"The origin of this discussion about training dates back to the 1970s, when there
were the first initiatives... In those years the first jobs started to be endangered
by rationalization, and people started to search for solutions which could counter-
act that process. Three ways were identified... outplacement, acceptance, and the
third option, which back then was an emergency solutions so to say, the third solu-
tion was to train people further." (ID 7)
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That in these years the two countries and the representatives of employees have
taken two different positions on the continuum of cooperation-confrontation
with employers on the issue training has implications for the way the topic is
conceptualized and treated today.

However, also in Germany each negotiation and collective agreement is
only as good as its implementation at the enterprise level.

"Of course it's a pity if a trade union starts to say, we cannot negotiate further train-
ing right now because — this is at least what they say in Germany — because
to negotiate qualitative elements in the collective agreements you need extraordi-
narily well-trained work council representatives which are able at all to negotiate
it. If you don't have them, then you can have the best collective agreement and it
still does not bring anything." (ID 6)

The role that trade unions have, as representative of the employees and their
right for employability, can therefore be realized in different ways. Training is
not always one priority, and this impacts the interactions with companies by
creating a dialectic where companies do not find often a counterpart challeng-
ing them and contributing with internal expertise on the topic. For this reason,
trade unions might even reinforce the unwillingness of certain groups of em-
ployees to participate in training and prefer other types of social support.

So not only do trade unions not always support training wholeheartedly
and as a priority, they might create inconsistences and disincentives which lead
to low cooperation and limited cooperation gains. In both countries analyzed, it
is also a matter of a learning process in which priorities and agendas set at na-
tional level can be transferred effectively to the grassroots level in enterprises
(and training providers linked to trade unions), thus filling the collective cover-
age with life. The position of trade unions and their interaction with companies
has an impact not only on the single decisions taken and the quality of the train-
ing negotiated, but also on the expectations on future requests and interactions.

In both countries investigated, employers' organizations play the role of
counterpart of trade unions in negotiating training and human capital invest-
ments, and in setting priorities for investments and decisions. The type of sup-
port provided to the discussion and the cooperation, and the priorities set, are
therefore complementary to what was described for trade unions.

In Germany, the topic was discussed at for instance industry-level while
the necessity of new competences emerged in the economy, and became again a
priority during the crisis of 2009-2010. Negotiations happen in particular via
collective bargaining. They represent the framework within which the agenda
for training can be discussed and advanced.

"Here in our region the topic of lack of specialized workforce and the structural
changes on the job has helped a lot (talking about training). Also later with the cri-
sis, when jobs started to be cut, then everybody saw that something needed to be



4.4 Findings 81

done... Often the problem was not to convince the company, also others found it
better to just sit back and relax. But overall the debate has had effect, yes." (ID 4)

Therefore it is not at a micro-level, but rather at a framework level that employ-
ers' associations become relevant for training investments. They give voice to
the preferences and fears of their members. Exemplary is in this sense the dis-
cussion on certification in Italy. The country does not have a nationally appli-
cable register of competences and skills certification. An employers' association
representative reports that:

"Companies are afraid that if a third party certifies that I have a competence on
production planning, that I then go to my supervisor and say now you give me the
higher level because I am a production planner. Companies are afraid, and re-
sistances are solely of unions' derivation. What companies are afraid of is that the
certification of competences might unleash an automatic salary request. This is
why certification systems in Italy have failed so far. Because there is fear of a di-
rect correspondence with the salary level." (ID 19)

Certification might support greater transparency of skills and motivate partici-
pants (see Section 4.2). However in this case, potential cooperation benefits are
prevented by expectations of requests coming from other parties. Due to a se-
ries of complex history of interactions and expectations, positions do not evolve
into a more fruitful cooperation. This undermines not only this specific interac-
tion and collective benefit, but in general the type of interactions and relation-
ships that the two parties can have.

The role of training providers becomes particularly interesting from in-
teraction perspective when looking at the type of offer they provide and at its
quality, in terms of diversification and possible support to groups and compe-
tences which are difficult to reach. This support is a function among others of
the type of demand for skills and training. Low request for skills does not drive
demand for good training offer and for new solutions which could potentially
better support marginal groups such as older or temporary workers.

Union representatives report:

"We still do not have an offer of high quality. Most training activities offered via
the financing funds are centered on activities which are banal, very basic, such as
safety, English classes, and so on... Often the training offer is not of good quality.
This is another problem. We need to support better the match between demand and
supply, and force offer to be of high quality. We have a rigid offer, where training
providers know how to do IT-literacy and English, that's what they can do and
that's what they do always and anyway, whereas in some cases, for certain situa-
tions, you might need a different solution... to try and connect to development pol-
icies." (ID 14)

"...as long as there is no conscious and competent request for skills there is room
for the self-referential training provider, with its rigid offer... There is an anomaly
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which we are recording, that it's the training providers to ask companies whether
they want to do something with the levy-resources, but rather than for real necessi-
ties of the companies it's for market necessities of the providers. Come on, do this,
do that — they say to the company — it does not cost you anything... but still, for
this reason, there is no quality in the offer. In Italy it's a reverse world, where the
main actor is the training provider and not the company, and therefore there is no
selection in the offer. We still need to achieve a training proposition which is driv-
en by a true need of companies and not by the training provider." (ID 15)

Here a testimony from a German trainer and consultant:

"I find (the discussions in companies) often too little strategic and too little
need-oriented. I have a bit of budget here. Now you need to participate in some-
thing too. You have not done anything this year. Just do something. This is some-
times really so banal, probably you cannot even imagine something like this in ac-
ademia. They just say very easy: we have a budget here, we need to spend it. Pick
up something, go somewhere, anywhere. It's not a question of justification, it's a
matter of budget." (ID 2)

This evidence suggests that training providers, as companies themselves — on
the supply side of the training market — do have some decision rooms in terms
of what they offer, and how good it is (see discussion on "quality uncertainty"
and the "market for lemons" in Section 1.2). A standard and very basic offer
does not match the requests and needs of complex economies, but reacts and
uses the low demand for realizing margins and reducing the risk of innovation.
This results in an unripe and unsophisticated market. This can become particu-
larly relevant when it comes to training offer for specific groups which are
difficult to reach with the regular offer. In particular migrants with language
hurdles, or older, or low qualified whose last learning experience dates back a
while.

"Sometimes training means simply: this is a catalogue of courses, pick something
nice out of it. This is very common in Germany. Many companies work according
to the shotgun (Giefkanne) method. They just spend money out, they do something
with training, but not really strategically. There are of course exceptions... I need
other ways. Someone whose last school experience dates back 20 years, and who
had a negative learn experience there, I cannot just put him in a training initiative
with someone who just came out from university. I need new ways... We need
new models, being ready to move differently." (ID 1)

Many training providers are directly or indirectly linked to trade unions and
employers' organizations:

"Communication is needed, strategic competencies. This (of training provision) is
a process which needs to be shaped together with the trade unions... If this dis-
course is not going on at the meta-level, then it cannot trickle down to the training
providers." (ID 6)
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This section is concluded by reporting on categories which did not raise evi-
dence during the data collection, despite being expected on theoretical basis.

Contact and coordination with other companies was not reported often, in
none of the countries. When asked about the possibility and opportunity of
working with other companies, it was replied mainly in terms of sharing re-
sources for certain training interventions or designing of concepts, for instance
at local level (see Illustration 1 in Chapter 5). Other interviewees reported that
engaging with other companies on items which were particularly company-
specific was not seen as an option, and therefore refused. In other cases, work-
ing with others was deemed risky because of having to discuss and give praise
possible sensitive information to others.

"I tried, but the reaction (from the management) was that I should keep my role, it
was not appropriate to reach out to other companies for a common project." (ID
16)

Finally, budget availability was not reported as a constraint for the type of
companies investigated in this sample. They all had a sufficient corporate
budget or due to their size had relatively easy access to training funds.

4.4.2 Company-internal elements

This section presents findings along the following variables: HR managers,
other management, work councils.

Key findings:

1. In large organizations, with high division of labor, the role and authority
that HR managers enjoy in front of the rest of the leadership has an impact
on implementing quality and innovation in training;

2. Other management plays a role in HR (even if they do not explicitly be-
long to that function) in that they can support or not the HR initiatives,
and can take decisions which impact the employability and training of
their reportees;

3. Work councils could play a crucial role, but often do not consider training
and employability a priority and/or do not have the expertise to negotiate
it properly, compared to the expertise that the HR management can bring
to the table;

4. From the above follows that the quality of a collective bargaining agree-
ment on training is only as good as the company-internal actors which
then negotiate and sign it. An agreement is by far not a guarantee for initi-
atives and cooperation.
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The role of the HR director is particularly important in the sample of compa-
nies considered due to the segmentation and division of labor in such large
organizations. As pointed out in the beginning, the sample for this analysis
stands for companies with highly professionalized HR departments, often di-
vided between departments and corporate functions, and with different levels of
leadership who also bears part of HR responsibility. As an intervening variable
in the mechanism described above, it is therefore pertinent to describe more in
detail the scope of their management and how they can intervene in the interac-
tions and make a decision on training.

The scope of the responsibility in large organizations implies that the HR
director has to deal and take decisions within a broad and complex network of
actors, interactions and priorities. The processes that he or she supervises
stretch along big part of the organization and have different responsible people
at different moments. Main interactions are with the other management, both
supervisors and from other units/functions, with the representatives of the
workers and with the potential participants themselves. They are hardly in
charge of the whole process; rather, they are in charge of managing those com-
plex interactions and processes.

"There is a mismatch, mostly naiveté and a splitting out the activities so that the
left hand does not know what the right hand is doing. We've invented large corpo-
rations as a way of division of labor. Companies are just big division of labor ma-
chines. This is just too complex, let's give this to other people, we atomize work.
And then we forget that we all have to put it back together. As a business person
you think I need people, with certain skills level, I have heard that people need to
learn something, bring them up, and I see they don't know this, they need to learn
that, ah ah hhhmmm they need training [imitates]. So basically the model used by a
lot of business people it's they tame the problem, they make this problem simple.
They don't say I have responsibility, as a master who has apprentices, I should be-
come owner of their learning process. They rather say: Who can I give this prob-
lem to? I want this monkey off. It's a training problem, wissshhhh off it goes to
them, the HR people." (ID 1)

How tasks and responsibilities are distributed and taken care of are then a func-
tion of the acceptance and room to maneuver that the HR director can enjoy
with her power position in respect to others. Managers in other units, such as
production, might tend to see HR as a pot from which to take services, but not
as partners. This attitude has an impact on the type of programs and activities
that HR can successfully implement.

"(The problem is) that the training department which takes care of these things
does not have a coercing power on the production managers. The managers in the
production consider the training department as a referent or a service provider, and
so the HR department does the personnel management, and the mandatory training,
but I am the manager who produces revenue and I tell you what you do." (ID 12)
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"We (HR managers) still have of course this stigma, we are seen as those of the
soft skill training. I hate the expression alone of 'soft' skills, it's so demeaning, dis-
respectful. Because what it wants to say is that it's 'nice-to-have' — it's nice to know
if I am a psycho, but in the end it does not impact on my job performance. This is
of course not true, but it takes a while to change this attitude." (ID 8)

Interviewees referred to this range of potential relationships using two images:
that of the business partner "who sits at the adults' table," and that of the "secre-
tary." This relates to the proactivity and attitude with which the manager ap-
proaches the topics and the other roles in the organization.

"We (HR managers) need to sit early at the adults' table. This happens only if I am
involved in the process early from the above. This means for instance, a change
is planned and it has to develop in a professional way. Then I cannot be called in
the end when everything has already been set, I need to be involved early so I can
raise my hand, look at it from my perspective and say have you looked at this al-
ready, at this and at this. To be able to do this I need to be involved early enough, I
need to find acceptance. I need to convince personally. [...] If you look at modern
enterprises, they often have in HR people who had been 20 years in sales, they
were heads of units. Then also the other says: I accept you. Because you under-
stand my problem." (ID 5)

"HR has been fighting ever since... 'they are only bureaucrats,' others are the real
productive people. This idea of the HR business model for instance, it was sup-
posed exactly to mean... HR always has to proof that it contributes to the overall
value creation. It has to sit at the same level as others. If you ask me, I see it also
this way. What can I be, what can I not be. I will never be the one who knows the
unit better than the unit head. I don't even want to be this. But I say, I support you
in your important topics." (ID 9)

"...it has to do with the fact that I know the company very well, have been here for
20 years, I have a substantial knowledge of the company of the role and of the or-
ganization. And this allows me understanding what the company really needs. ...I
do training but I feel very close to the business. I have to say... when I took up this
role I though training and people development was a void role, a soft one... per-
haps because [ saw my predecessors doing it like that. Then I realized that the
training activity is one of the more innovative and strategic within HR, I mean, if
you know the company well then you know what it needs. When I started in this
role, you know... The other colleagues previously in this role would receive emails
from the other managers, like 'please sign Mr X up for this class on this day,' and I
was thinking, what are they crazy? What am I, the secretary?" (ID 17)

The relationship among different departments and the background of the HR
director have an impact on the outcomes of the decisions of training. In the
cases analyzed, managers with higher authority and sovereignty were able to
set forth project for relatively marginal groups or innovative approaches as
opposed to managers who did not enjoy the same level of authority and the
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same attitude, and who were confined to more standard activities. They were
aware of the relevance that both authority and being trusted played in negotiat-
ing internally time for training, typologies of training, and being held accounta-
ble for the results.

One of the main instances of interaction for HR managers internally are
the other managers in the company. In their leadership function, they do take
up part of the HR function for their own direct reportees. The ability to develop
the personnel and understand the type of development needs they have arguably
belongs to the role of leadership. This also implies evaluate and coach the per-
sonell and provide them with the next career step, enabling them further.

"We try to do this via leadership development. Which requests do we set to leader-
ship? What must they know? Then we try via initiatives, individual programs...
Clarify roles. Which role do you have as leader? Ours is a typical technical enter-
prise. Leading management has too little time for leading because they are still in-
volved in the technical part. We need to create free rooms so that they can lead."
(ID 5)

In large organizations thus, where HR often takes up a corporate function role,
HR expertise is required also in the different leaders:

"In the end human resource is leadership responsibility. I have the responsibility of
selecting personnel. In which direction we are going, with which tasks. Whom do I
want to develop further. Or should we part ways? I need to ensure that the employ-
ee develops further. The real HR responsibility is in the hands of the manager,
from my perspective. HR can only support. I can coach the manager, give him
feedback, if he does not have the right leadership skills. But actually a bit of HR
should be done by all leaders... Each of them wears a small HR hat. He has to con-
sider compensation. I can only prepare a system. A salary structure, a benefit struc-
ture, whatever. I can give systems and structures. How to use it should be decided
by the leadership." (ID 9)

In this respect, the image and priorities that leadership has is reflected in the
qualification and training decisions that they take.

"Managers decide often who is sent to training and who is not, and as long as the
dominant image is that with 50 years you don't learn anything new anyway, then...
this is also decisive for choices in training. If they really think that someone of 50
years does not learn anything new, then they will not send this people to training."
(ID 5)

Even internally thus, the "owner" of the learning and development process is a
diffuse one.

Given the size of the organizations analyzed in this study, employees have
some form of work representation (work councils). These representatives have
a saying on the training and qualification agenda and a role in discussing and
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negotiating employability and training measures. This is the case in Italy, where
the signature of the workers representatives is mandatory to sign off plans and
interventions in the Italian system with the financing funds, and similarly in the
German system training plans need to be signed by the councils.

From what was displayed above under trade unions findings, a first ele-
ment which impacts the type of interactions with the representatives of the
workers is, on the one side, how high a priority the topic is for them, and sub-
sequently how their expertise in negotiating these topics, for all employees, can
be established.

"So what happens is... training is in the hands of the entrepreneur, of the manage-
ment, the standard workers' representatives are not able to negotiate a training plan,
they do not understand it, the financing funds foresee that both sides sign but
the agreement often is given to the union rep who signs it off, there is no negotia-
tion. As you must have read in the surveys, training keeps on being given to those
who have higher qualifications, university degrees, also in factories. It means that
nothing gets negotiated." (ID 14)

"Work councils do not think that long-term, first of all. Secondly, they don't have
the potential...you know... they come from the production line. They are normal
employees, they don't have a tertiary degree, nothing. So... to think in these cate-
gories, strategically, they are more operational... they look 3-5 years ahead. But
even there — I say, work council, you could do more. I am happy you don't, be-
cause you could make our lives hell." (ID 4)

In some cases, training is reportedly used within negotiations to put pressure on
some decisions, since both sides have to agree on the plans and sign them off.

"...if the workers representatives do not sign, well then of course they have to ex-
plain back to their members why that decision was taken..." (ID 12)

The positions of the work councils can be very diverse and support rather than
not cooperation with the managerial side. Also here plays a role the overall
tradition of industry relation and the personality of the workers representatives.
How items are negotiated does have an impact on future interactions and cre-
ates patterns of expected behaviors in the other side:

"...sometimes there are positions and statements which are too 'clear-cut' — it's
necessary that everybody participates in further training [imitates], says the work-
ers rep. Well, I absolutely agree. But where are we going if we only stick to these
statements, to these positions of principle, how do we solve this?" (ID 12)

"But I witness more and more often, and not only in our company, a certain de-
manding attitude. You are the company, do something. Well, you need to look at
this from different perspectives. I have framework conditions that I need to comply
with. I need to deliver a good performance on the stock market, otherwise I have a
problem. The management of the company needs to weight out different aspects.
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Of course 1 wish that employees are satisfied, but not at any costs — I need to re-
duce costs, I need to deliver a result. I have witnessed work councils which are too
one-dimensional sometimes. I miss the other perspective... But I often witness a
representation of employers which is too one-dimensional as well, not always, but
often. This also because, it must be said, because the management is too bold and
provokes a reaction. But for me it's important to look at both dimensions. Some-
times the work councils requests things where you think, man how is this going to
happen." (ID 5)

"Well, in the life of a work council there are more important things (than training).
For instance, respecting the legislation of the work council, working shifts, main-
taining the status quo, labor conflicts, etc., all these things play a more important
role. This was for a long time the most essential part... The problem is that training
is not so highly seen. This starts in the commissions, a work council is elected eve-
ry four years. In bigger work councils there is sort of a division of tasks, like in the
federal government... the most important job is the chancellor, then you have the
secretary of State, then finance, economy at some point. Training is not highly
ranked within the work council... and then of course if the three most important
people in the work council are not interested, then, well if you talk about it... the
attitude is... I don't care." (ID 4)

Both expertise and agendas thus have an impact on the way the internal dialec-
tics of training and employability requests unfold. The same learning process
happening centrally at trade unions happens at the council level. Similar pat-
terns apply, at micro-level, to what happens at national level: a history of coop-
eration creates the basis for a future of cooperation in the firm.

"You can think of this as a thematic evolution... there is a peculiar contemporanei-
ty, some companies are still fighting the fight of the 19th century, because they
don't get recognized internally. Some topics are trust topics. You tackle them much
better if you have the work councils on your side. Because they bring trust capital
of the employees. This is the top of modern age so to say. There are companies
which are still in the 19th century, then there are many which are in the 1950s, and
then there are a couple, a few, which have arrived in the contemporary age." (ID 6)

This section concludes by pointing out categories which were not as relevant as
expected. In particular, interactions with potential participants, considered ex
ante one of the relevant categories, did not turn out to be so relevant for decid-
ing and strategizing on training and employability. For the sample of compa-
nies considered in our sample, interactions are mediated primarily through
representatives of the potential training participants.



4.5 Interpretation of Findings 89

4.5 Interpretation of Findings

4.5.1 Introduction

Section 4.4 reconstructed findings along the categories developed in the content
analysis. The section discussed actors involved in training provision and their
impact on training decisions in companies; for each actor, preferences and
strategies were reconstructed together with their influence on decision making.
Such findings provided the empirical evidence to now answer the research
question of the empirical investigation:

RQ:  Which incentives and strategies are in place, and which behavioral
expectations do they create, which eventually lead to investments in
employability-supporting training (or not)?

This section is dedicated to the interpretation of findings and answers the re-
search question. It does so by generalizing and aggregating findings, and by
clarifying how actors and dynamics influence training decisions, and with
which type of effect. The mechanisms mediating between incentive-setting
dynamics/actors and training decisions are explained by referring to two cate-
gories from interaction theory, namely (1) incentive-compatibility between
training decisions and systems analyzed, and (2) behavioral expectations raised
by other actors' actions and the impact of such expectations on successive inter-
actions.

In terms of validity scope, findings and their interpretation cover two
groups of elements, that is, (a) intervening variables at both company-external
and company-internal level, and (b) independent variables (primarily macroe-
conomic variables). The variety of findings and cases analyzed allows for a
distinction among enabling and less enabling elements, in particular — relevant
from the perspective of the overall business-ethics question attended here — in
their influence at company level.

The function and contribution of these findings and their interpretation is
twofold. First, they provide the necessary insights within this investigation to
develop the heuristic of dilemma structures and the responsibility demands in
Chapter 5. Second, answering the above research question contributes to exist-
ing literatures on further training and adult education by adding an important
discipline dimension, namely the one provided by interaction theory. The addi-
tion through this theory can help designing incentive-compatible policies which
do not fall deadweight or are even counterproductive, but that take into due
account the conditions under which actors decide and act.*

86 A primary insight from interaction theory is namely that non incentive-compatible rules and
institutions are likely to be undermined, at best ignored. An addition to this is to be found in
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This section of interpretation of findings is composed of three parts along
the three different groups of elements mentioned above (i.e. intervening, com-
pany-external elements; intervening, company-internal elements; independent
elements). The three parts corresponds each to (1) an analysis of how the struc-
ture of the market for training provision impacts training decisions, (2) an anal-
ysis of how different internal elements in the organization and its management
can assist training decisions, and (3) an analysis of how training decisions are a
function of overall, human capital and economic dynamics.

4.5.2 Company-external elements: Structure of the market for training
provision

This section analyzes the impact that market-structure elements can have on
training decisions. The term "market" refers here to the whole financing and
provision system considered in the empirical investigation and encompasses
training-buyers (companies), training-distributors (companies, but also training
funds and trade unions), and training-providers (companies selling and deliver-
ing the training). In both Germany and Italy, emphasis was then set on that part
of the total amount of training which sees next to traditional buyers and sellers
also bilateral institutions which collect the funds and redistribute them in the
form of training bought from providers (the so-called training funds). Because
of the existence of these funds, the market for training provision can be consid-
ered a hybrid market which includes both decentralized and centralized ele-
ments.

In concrete terms, such hybridity implies that training provision occurs
partially in the form of transactions on a marketplace, and partially in the form
of grants without a marketplace competition and price-discovery mechanism.
The training that can be allocated through the intermediate, bilateral bodies
mentioned above is in principle accessible to all employees of those companies
which have paid into the funds. The budget for training investments is created
ex lege through a levy-grant scheme. Tenders with different specifics are used
to allocate training participation and to procure training providers.

Within this hybrid market, access to capital to pay for training was not re-
ported to be an issue (see Finding 6).*” The class of companies analyzed (large-

Section 5.4, where (corporate and) policy recommendations are suggested. The double orien-
tation of prevention and therapy mentioned in Chapter 1 can be applied also here at empirical
level: findings from this section can support both the design of new, incentive compatible
rules and schemes, and the improvement of existing ones.

87  The category of financing, be it liquidity or other sources, has never been mentioned as an
obstacle from the interviewees. Also other sources (Brunello & De Paola, 2004) report that
financial constraints are only one possible dimension (of underinvestment).
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size) usually has an allocated internal budget for training, or has started to use
the training funds. In both cases, structural elements such as the size and the
participation in training funds (higher for this type of enterprises compared to
others) indirectly confirms that financial constraints do not play a fundamental
role in making or breaking the decision to invest in training. Rather, these funds
seem to create the conditions for automatically having an internal fund devoted
to training, thus partially removing the internal debate on where and how to
find financing for the training. The budget is independent from internal alloca-
tion (though dependent on fluctuations in number and wage of employees from
which training funds draw their money).

Being removed the question of whether to spend on training, the more crit-
ical question is on whom and on which type of training to spend it. At least in
these cases, the question of investment is not related to input constraints but
rather to output priorities. Concerning the original matter of how the incentives
and strategies work and support companies in dealing with investments, creat-
ing a fund for each company lessens the constraints on the input side, but there
is no evidence that it helps on the output end of the problem. Having a budget
does not remove the disincentives to not invest in the most difficult groups of
employees, or to provide additional support for higher quality and more general
skills. This tendency is confirmed by the expenditure distribution within the
funds. Interviewees did not mention specific criteria set by the funds in select-
ing training participants and reported in some cases of using these funds as a
good instrument for the own internal needs. The incentive-compatibility for
trying out or doing additional things is arguably low.**

Evidence from the interviews (e.g., Finding 5) suggests further that availa-
bility of budget coupled with low awareness, strategic vision and expertise lead
to a supply-push rather than demand-pull type of market. Low and low-quality

88  This is indirectly confirmed by ISFOL (2013, p. 121-124) which shows a break-down of
employees reached through the funds. For instance: permanently employed (full-time and
part-time) 88%, temporary 8%, other atypical contracts approx. 4%; 25-34 yrs: 28,2%; 35-44
yrs: 38.2%; 45-54 yrs: 22.4%; +55 yrs: 5.7%. The distribution of access to training, based on
these data, does not coincide with the employment risks (and employability outlooks) of the
different categories, and with the relative weights of these categories in the overall employed
population. Moreover, when reading these data it has to be taken into account that, increas-
ingly, funds are being used for income support due to the crisis and thus their effectiveness
for training is unclear. Other indicators are interesting to be looked at: the topic of the "train-
ing" is in 40% of the training plans safety, with debatable impact on skills and adaptability (p.
139). Almost 50% of the employees reached participated in training which last up to 8 hours,
so for rather short and specific schemes. Almost 85% of training was carried out in seminars
(as opposed to other types of teaching) and 98% included only standard training, without ori-
entation, needs analysis or other services. The traditionalism of the training offer suggests
that funds only limitedly have a marginal, additional function to what overall training
patterns for employees are and also confirms the observations on the rather low quality of
training offer.
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demand for skills does not encourage competition among training providers
(see on this also Illustration 2 in Chapter 5). In other words, as long as quality
is low incentive-compatibility for more sophisticated offerings is not triggered.
Interviewees spoke of "an upside world" in which training providers go to
companies offering training rather than the other way around. The incentive is
in acquiring companies and shares in the training market, but not necessarily in
providing high quality or differentiated offerings. Moreover, there are few in-
centives in providing new concepts and training for groups which are difficult
to reach, thus reinforcing the patterns described above.”

There is another element which contributes to the low awareness and qual-
ity, and to the distribution of resources: the absence or limited presence of a
counterpart (either at central or at decentralized level) which is able to negotiate
on the training and to put forward requests (see Findings 1, 3). Companies do
not have incentives to acquire a certain behavior in their training decisions
because pressure from social partners to reach out to certain groups is
on average quite low. Structural reasons for this, identified through the inter-
views, are historical and motivated by the still low expertise and different
agendas, and in many cases the details and the expertise needed to develop a
coherent training plan which satisfies needs of both sides are not available. This
information asymmetry in negotiating the training (and other qualitative aspects
of collective coverage) leaves an important voice and representation out of the
negotiation, and does not lead to a better solution and allocation of the re-
sources.

The absence of reported, structured interactions among companies in terms
of planning and strategizing (and coordination of the two) arguably exacerbates
the above-sketched trends because of behavioral expectations. Not only are
there no direct incentives to train or invest in certain groups; each company has
the reasonable expectation (reasonable because it is aware of the incentive
situation in which other companies are) that others would not change their typi-
cal behavior. To not be left at a disadvantage compared to others, by spending
the funds available on more difficult or uncertain training projects and individ-
uals, the most rational strategy in absence of extra incentives is to keep on be-
having as everybody else does (see dominant strategy and deflecting in Chapter
2). This thinking applies also to the side of the providers, where there is no
reason to engage in more compelling training as long as everybody else in the
market is expected not to do so as well (for an exception, see Illustration 2
in Chapter 5).

89  In addition to this, reportedly, the net effect brought about by the incentive of having money
through the funds is in some cases that of shifting internal budget to fund budget, rather than
that of using the external, fund budget for additional goals. Further research, of quantitative
nature, might be able to further analyze these dynamics.
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These dynamics might account for path-dependencies in training choices
which would otherwise not be accounted for by financial or technical con-
straints. It becomes apparent how rules and institutions leave room for deci-
sions and freedom (and in their openness can be used for different goals). Po-
tentially good systems reinforce negative spirals and disincentives.

The incentive-setting systems for training tend to support training-as-usual
without providing particular incentives for changes from the status quo. Despite
the possibility to a universal inclusion, not everybody effectually has the oppor-
tunity to participate (in the market; in the training). Thinking in terms of incen-
tive-compatibility and behavioral expectations helps create a first understand-
ing of the empirical conditions under which companies act and of the potential
(or limitation) for decision they have available. In the next section, this under-
standing is deepened by considering company-internal elements.

4.5.3 Company-internal elements: Enabling factors

Most literature on interactions among companies and employees on human
capital issues considers the company as a point, an individual actor without
internal differences. A similar situation is encountered in literature on the
game-theory and the organizational perspective on human capital — internal
logics are not addressed. This absence is remarkable because in particular in
large companies, with strong internal division of labor and segmented decision
chains, not devoting enough attention to internal logics may lead to overlooking
important elements.

Findings from this investigation suggest that multiple elements should be
considered in a company as intervening elements on the HR and the decisions
for training. This section analyzes primary elements in their function of setting
positive incentives, or disincentives, to training decisions.

Position of HR: authority and expertise. Fieldwork carried out for this investi-
gation suggests that different relations between HR and other management
influence training decisions. The HR department, in the person of the manager
who has the last word on signing or not for the training, can be in very different
positions and this has an impact on the type of training and interventions which
are carried out.

Whether the HR department is considered a mere service provider by the
management or a fully functional unit in its own value makes a difference when
it comes to training. To a certain extent, it is the difference between a proactive
department, which seeks to offer solutions across different types of employees
and their goals, and reactive department which follows the instructions received
without much room to maneuver. This last type is more dependent on the man-
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agement and the business units and less prone to suggest new solutions. It is
sometimes used as sort of an administrative desk to deal with for organizational
matters, but not for strategic ones.

Managers who prided themselves with being "HR business partners”
showed a different and more facetted understanding of the business, either
because they started in some of the core functions of the company (production,
for instance), or because they spent some time learning the processes and knew
how to work with them and use them. HR managers with a more limited
knowledge of the work organization were less innovative and proactive in their
solutions, and tended to fall back on more common models. Quality of training,
how strategically organized it is, and who it reaches, are all elements which
benefits from HR in a position of authority. Incentive-compatibility to pursue
new avenues is lower for weaker HR managers have many more disincentives
to push new solutions or to discuss with other management new training pro-
grams, and have less probability of implementing their plan.”

HR and coordination of leadership. The absence of coordination and expertise
between the general management and leadership on one side, and the HR on the
other side, can give rise to issues in determining the goal and the allocation of
resources. For the leadership, the loss of a resource through training is more
evident and quantifiable than for the HR, and it has to be differently justified.
An HR working with other managers needs to account for these different fac-
tors. The leadership also has information about the part of people who report to
it, and not of the overall needs of the workforce.

While managers might take care of the individual development of the em-
ployees, overall workforce and organizational development is a function that
corporate HR cannot decentralize. Lack of coordination might be a disincentive
to train outside of usual patterns, and behavioral expectations create again a
potential disadvantage for those who take the risk and train differently.

Findings show that trust and cooperation opportunities with other actors
involved (managers, but also work councils) play a relevant role in making
training and employability support happen. This trust is built on previous ex-
changes and cooperations, if existing, and on the expectations of how others
would behave. It is therefore dependent on the particular history of interactions
and expectations which each group of actors builds up over time.

Exchanges and cooperation with unions, both at central and at collective
bargaining/industry level, are much dependent on the history of these relation-
ships. Trust and the identification of a cooperation gain in agreements and initi-

90 In this respect, the work of Will (2012) can be applied to this case conceptualizing the im-
plementation of new training formats as instances of change management which create risks
and resistances.
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atives (such as certification, training etc.), might help towards working on these
issues.

4.5.4 Independent elements: Training and overall economic dynamics

The previous two sections discussed intervening elements which impact com-
panies in their decisions. In those cases, companies usually could interact and
decide among different options, even though not all of them would be equally
incentive-compatible. There are elements though which create incentives and
disincentives, and are not in control of companies. Interviewees mentioned
some of these elements and in this section a structuring of them is provided
to complement the previous elements.

Several macro-elements can have an impact on training decisions, in par-
ticular in terms of the possible return. Following the theoretical model provided
in Ederer et al. (2012), three dimensions are presented which constitute the
backbone of macro-incentive systems in different countries. These three dimen-
sions refer to endowment of human capital, its usage, and its productivity.”’
Through different mechanisms, they provide incentives or disincentives on the
provision of human capital and training.

Endowment. The first dimension considers a series of elements on the availabil-
ity of workforce and skills. Population, stock of degrees and competences,
availability of human capital through immigration policies, and easiness of
receiving training and education are all elements which impact how companies
look at training and employability. This impact can happen for instance by
influencing the decision whether to increase internal competences, or buying
them from the market, and at which price this is possible. This can increase the
willingness to train certain groups, in certain topics.

Usage. The second dimension helps structuring incentive structures along the
idea of utilization of the existing stock and how considerable the pressure is to
create or reach out to new one. Decisions to invest in training and its marginal
return are a function of the situation of the labor market and of local attractive-
ness of the company. Tightness of labor market creates difficulties for employ-
ers to fill out jobs, thus potentially reducing the risk of poaching. High unem-
ployment has similar effects by reducing the risk of trained employees leaving

91  While the model looks at dimensions contributing to GDP creation, for this section sub-
indicators and dimensions relevant for impact on training and employability support were se-
lected.
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the firm (as there are not many jobs available; of course, dependent also on
matching of skills).

Productivity. Another aspect which incentivizes rather than not the investments
is the productivity of the skilled acquired. In economics, productivity is reflect-
ed in the wages pay and in the returns of skills and training. Hanushek,
Schwerdt, Wiederhold, and Wdssmann (2013) show in their study on PIAAC
data how returns on skills strongly vary across countries. These returns are a
proxy for different elements, namely how much employers value (and pay for)
skills, how rare and difficult it is to create such skills, but also of how equal an
economy is by redistributing returns across its population, of the unionization
level and of the influence of other labor market institutions. It is not easy to
disentangle the different sources of returns to skills, and it is also complex to
estimate how much these skills have cost in the first place.”

4.6 Preliminary Conclusions: The Role of Empirical Conditions for
Responsibility

Chapter 3 described the logical construction of this work as an abductive infer-
ence from explanandum (the presence/absence of investments in training and
the support to employability) to explanantes (action- and interaction-theory
elements preventing responsibility from being implemented). A first part of the
analysis was carried out in this Chapter 4, corresponding to Premise 2 of the
practical syllogism. The empirical analysis reconstructed in a methodologically
systematic manner incentives and disincentives which might prevent companies
from investing in training, and through which mechanisms this would happen.
Particular emphasis was given to incentive-compatibility and behavioral expec-
tations as heuristic categories for understanding the drivers of decision making
and behaviors, and the empirical conditions under which actors behave.

This section now draws some preliminary conclusions on the role played
by empirical conditions in the argument structure of this investigation and for
its specific context. The section highlights how taking into account such condi-
tions prevents a normative or empirical fallacy. These conclusions are then the
starting point for informing the construction of dilemmas and the understanding
of responsibility scope and limits in the next, concluding chapter.

Two elements of empirical conditions emerged from the analysis and are
particularly relevant from a business-ethics perspective. The first element

92  Returns on training are possibly even more complex to be determined; among other reasons,
because of selection bias issues and, again, labor market institutions. See for instance Gorlitz
(2011); Oosterbeek (2014).
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emerging is the high fragmentation of the process which leads to training in-
vestments and support to employability. Each of the different interactions ana-
lyzed creates risks of exploitation, intransparency, misaligned interests, and
makes the management of the training decisions more complex. This is true
both externally, where a company faces different actors and institutions, but
also internally, where decisions about training and personal development are
shared among functions with different agendas and incentives. There is no
direct action-reaction mechanism or linear structure of actors involved, but it is
rather a more complex texture of interactions and interpretations where no
single actor is in charge of the whole process. In absence of coordination and of
clear ownership of the process, solutions for responsibility and investments in
conditions are to be searched for in a context where nobody is in charge of
everything. For this reason also, hierarchical one-to-one decisions would have
only limited effectiveness, as showed later in Chapter 5.

A further element is that some tendencies and path-dependencies are diffi-
cult to counterbalance by (individual) actors and to do so is, in most of the
cases, not incentive-compatible. Interactions within a company and its work
council, within employers and unions, within companies and training providers
are always embedded in a set of historical experiences which consistently shape
expectations. Not only do some of these experiences do not support positive
reinforcements and cooperation, in some cases they further destroy and weaken
possible future instances of collective gains. Abandoning these self-reinforcing
negative spirals of distrust and preventive defense is difficult, and possibly
more than what it can be asked for to a single actor.

Considering the two overall features mentioned here, together with the
more detailed reconstruction of empirical conditions carried out in the previous
sections, is a pivotal point of the argument structure of economic ethics, and of
this investigation. Ignoring or underestimating the impact of such conditions on
companies' decision making would potentially lead to a normative fallacy (see
Section 3.1). It would be equivalent to demanding actors to implement an abso-
lute understanding of morality (Premise 1 in the argument structure) by directly
and single-handedly acting according to requests (3), despite the presence of
empirical conditions (2).

On the other hand, considering empirical conditions is needed to not fall in
the opposite fallacy, namely, the empirical one. The presence of possibly ad-
verse empirical conditions under which each actor (individual or corporate) acts
cannot be a justification to release actors from potential duties. The presence of
empirical conditions does not lead in fact automatically to determinism — as
highlighted in the theoretical framework, due to openness of contracts and insti-
tutions, and to the contingency of futures, there is always room for decision
making and thus for ethics.
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The aspiration of economic ethics is to find the right balance between tak-
ing empirical conditions into account and realizing cooperation gains despite
them. The paragraphs here below discuss in greater detail how empirical condi-
tions in the form of the two groups (1) company-external elements, and (2)
company-internal elements (see Section 4.5) can be taken into account for this
consideration.

1. Market-structure elements. The market for training provision is hybrid
and offers — at best — mixed incentives to its members. It seems to have
difficulties in promoting innovation, quality and inclusion. Actors such as
companies or HR managers are confronted with strong disincentives to
train toward employability and to reach out to difficult groups. In particu-
lar, acting alone to realize a cooperation gain could put them at disad-
vantage (because of costs and risks) compared to other actors who decide
to behave as usual. While funds are in most cases available to companies,
evidence suggests that behavioral expectations lead to a reinforcement of
path-dependencies and negative incentive spirals. However, the presence
of strong disincentives does not imply that actors do not have room to
decide and act differently. The space set for instance by training funds can
be used in different ways, more or less incentive-compatible. The
demands for responsible action developed in this investigation need to
take these conditions into account when mediating between normative ori-
entation and practical execution.

2. Internal elements. The analysis showed the relevance of internal dynamics
for the decision making. An HR manager who wants to promote a certain
training scheme needs to come to terms with the room to maneuver and
possibilities she has within her specific organization, and with possible re-
sistances. The conditions with which HR managers need to come to terms
are complex. It would be an illegitimate request to exact from them going
against such conditions irrespective of potential repercussions. Rather,
a responsibility scope needs to be worked out which takes them duly into
account — without either ignoring them or considering them absolute con-
straints. Also here ethical behavior is always possible, and there are no
mechanical reactions to incentives.

All these elements have as a similar implication that it would not be possible to
just request to companies "to train more," or to "train more a certain group."
From the above it does not follow in fact that they had any particular incentive
to do so. Why and how (without incurring in a competitiveness disadvantage
compared to competitors) should they train more older employees, if trade
unions are not asking it, money can be spent on other groups anyway, older
employees are not always interested in further training either, and other compa-
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nies are not doing it? Why and how (without incurring in a competitiveness
disadvantage compared to competitors) should an HR manager explicitly sup-
port employability-supporting training when her management colleagues want
concrete job-related skills to keep the employee and do not want to risk of los-
ing the resource? Why, finally, and how (without incurring in a competitiveness
disadvantage compared to competitors) should they try to reach learn-distant
employees in risky positions when trade unions prefer to have them paid subsi-
dies, training providers have little to no specific schemes for them and do not
want to run the risk of incurring in unsuccessful participants by taking up some
marginal problematic case?

That people can invest is one of the principles — probably one of the more
important and fruitful — of economic ethics (Suchanek, 2007, p. 48). People,
and actors in general, can invest (in cooperation, in conditions, in trust) and
should do so to realize cooperation gains for collective benefit. How they can
do this is the focus of Chapter 5.



Chapter 5. Conclusio

5.1 Introduction

The previous chapter analyzed and reconstructed empirical conditions under
which companies act when they take decisions and strategize on training-
related matters. As showed in the preliminary conclusions, the complexity of
the system and the number of actors involved leads to low-incentive compati-
bility and to reinforcing negative path-dependencies due to behavioral expecta-
tions. Such complexity though, still leaves room for ethical behavior. This
chapter draws conclusions and requests from combining the overall ethical
orientation under Premise 1 with the limitations and opportunities provided by
the empirical constellations under Chapter 4.

Methodologically, these strategies for responsibility implementation repre-
sent the development of step 3 of the practical syllogism: the focal points dis-
cussed in Premise 1 are linked to the empirical conditions investigated in the
empirical analysis in Premise 2. This linkage happens via the reconstruction of
dilemma structure and conflicts which play out as heuristic for incentive-
compatible responsible strategies. By doing this, the initial explanandum is
linked with potential explanantes (construction of dilemma situations based on
the reconstructed empirical conditions) and thus the abductive inference is
completed.

The chapter is structured as follows: Section 5.2 conceptually reconstructs
the basic dilemma linked to employability and explains why it is heuristically
fruitful to design it as a prisoner's dilemma. The concept of 'commons' is then
introduced as useful analogy, and the strengths and limits of this analogy are
assessed. Overarching guidance for responsibly managing employability is
given. Then, Section 5.3 looks closer at training as a driver of employability,
and the initial question of which conditions it should be invested in, and how, is
answered. Three key conditions and corresponding strategies to align interests
are identified and discussed, and additional illustrative material from the empir-
ic analysis is presented. A section (5.4) with conclusions and an overview of
recommendations ends the chapter.
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5.2 Employability
5.2.1 Employability dilemma: Origin and structure

Drawing on the definition of employability discussed in Chapter 1, and on the
different dynamics and interactions reconstructed empirically on the topic of
training, a prisoner's dilemma is reconstructed here. This dilemma situation
revolves around the option of investing in employability. The reconstruction
helps understand possible misalignments in the interests of the actors and the
incentives not provided by the system. Thus, it helps to search for solutions to
the dilemma by pointing toward possible cooperation gains, so that destructive
conflicts and misplaced incentives can be overcome. This method sheds light
on the reason why companies and individuals are caught in the midst of con-
flicts while trying to implement this concept, and where solutions are.”

The strategies of the actors can be conceptualized in the form of "conflict-
ing and converging interests." Most literature dealing with employability and
its implementation focuses on conflicts and gains between employer and em-
ployee. However, the stone guests who are usually not considered are the other
companies and potential employers in the labor market, and the potential con-
flicts. Even though, as the findings show, direct interactions among companies
are rare, the expectations of the behavior of others play a crucial role.

The first step in understanding potential conflicts in the employability
support is to distinguish between those interests shared by all companies and
those interests which are not aligned and might clash:

e There are converging interests among companies, in that all companies
might benefit from investing and having a more skilled, autonomous and
employable workforce from which to hire. This is true both for their cur-
rent, individual HR needs, and for future, unpredictable hiring needs as
well. A more skilled, more adaptable and more able to learn workforce

93 This first part of the chapter proceeds more conceptually than empirically for two reasons.
First, the aim of this section is to represent only one possible type of conflict situation — i.e.
the one from the perspective of the company/companies, since this is the perspective taken in
this work. The presence and impact of other actors such as employees and public officers is
consciously not considered, as they would not contribute to the clarification but rather add to
the complexity. This reconstruction does not strive for a realistic depiction of the situation —
the intent is mainly heuristic. Second, it would be imprecise to talk about "(direct) invest-
ments in employability." The support to employability — and the related conflicts — happens
via investments into its different drivers (see Chapter 1), and on top of this only some of them
are in control of the company (macroeconomic situation is not subject of management, for in-
stance, but it is still a fundamental driver of employability and an empirical condition to be
taken into account). This first, conceptually-driven dilemma thus helps set the frame for a
more concrete and practice-related analysis of dilemma structure situations linked to training,
which is handled afterwards.
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(i.e. a workforce with a higher endowment in general skills) has an easier
time adjusting to the changes which are likely to continue to occur
in production and value creation in advanced economies. To realize these
converging interests, all companies should invest and provide their share
of employability to the overall labor market.”*

o But there are also conflicting interests, in that those employers who decide
to invest in employability are not sure whether others will do the same.
The formers do not want to lose the investment to another company if the
resource leaves. Moreover, if other companies do not invest, then the pool
of employable workforce is not maintained. Costs would accrue only to
those who invest, but potentially every other company would have access
to it. Conflicting interests take the form of free-ride opportunities, ra-
ther than actors contributing their part.

The presence of both converging and conflicting interests and the potential for
cooperation gains is best visualized with a dilemma structure rather than with a
zero-sum type of game.

The dilemma structure here constructed simplifies the labor market and as-
sumes it consists of two companies, which do not communicate and have not
communicated so far. Each company has two alternatives: (1) invest in em-
ployability or (2) not invest. Such investments can take different forms: skills,
health, work-life balance, personality development, information, etc. Focus is
on employability through training here. By investing in employability (i>0),
and thus cooperating with the other, company A makes itself potentially ex-
ploitable by company B because it creates a good which is usable by others.
Others can use the better workforce by paying them more, but still less than
what developing internally from scratch would cost (employee and new em-
ployer would share the economic rent).

The first, exploited company would be twice worse off — for having in-
vested in the resource, and for being at a disadvantage compared to the other
one which now has both the return on the investments and did not have to bear
the costs for it. Besides being worse off twice for having invested and lost, if
the other company has not provided its share of investment for the employabil-
ity pool, in the future the number of skilled workers would diminish. Company
B has the same two options.

Under the payout structure depicted in Figure 3, both companies are better
off by not investing and thus not running the risk of being exploited (rather than
having invested and lost). This payout structure leads to a status quo (0, 0)

94  While increased productivity can be an outcome of increased employability, this is not al-
ways necessarily the case (depends both of the type of employability measure and on the type
of demand present), so that it is not listed here.
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which fairly depicts rather common dynamics: low long-term and group-
overarching investments in employability and training. Communication and
coordination, and history of past interactions, are too weak to protect the single
companies from the risk of being exploited by others.”

Figure 3: Employability and dilemma structure between companies

Company B
i>0 i=0
>0
1 2
1 -1
Company A .
i=
1 0
2 0

Source: Adapted from Suchanek (2007)

In this framework, it is clear that no appeal to a single company to support the
employability of the own workforce will be successful because of missing in-
centive-compatibility. Chances are that other companies would not provide
their part of the cooperation in fact. In the structure depicted there are disincen-
tives against investing in employability due to the risk of being exploited by
others, and there are non-aligned interests due to different interaction-theory
elements. The next section discusses some of these elements and draws im-
plications for the coordination of behaviors and the implementation of respon-
sibility.

5.2.2 Employability dilemma: Coordination of behaviors and cooperation
gains

The interests discussed in the previous section are converging and conflicting,
but not aligned because of different interaction-theory elements.”® Concepts
such as hidden features and information, incentive problems and risk of exploi-

95  In the construction of the dilemma structure the difference between parametric and strategic
behavior becomes apparent (see also previous Footnote 40).
96  Categories based on Homann and Suchanek (2005, p. 80 ff).
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tation help understand some of the hold-up issues related to employability, and
why neither a company alone nor an individual alone can solve it. Some cate-
gories and some possible interpretations of what these interaction-theory ele-
ments could be are exemplified here below:

o Problems of hidden features and hidden actions. A company is not fully
informed about either the intentions of its employees, or the intentions of
other companies. It can assume, based on labor market situation, policies
in place, signals and history of interactions, that employees with higher
employability might go to another company. Even if the risk is difficult to
quantify, the fear of having to face the problem could be enough to pre-
vent leaders from acting in this direction. Moreover, after having invested,
the risk is related to other companies actively trying to hire people from
company B.

o [ncentive problems/problems of missing incentive-compatibility. In the
two countries analyzed, incentives are not high enough or properly set to
support investments in employability. There is next to no real incentive in
investing as there is no institutional arrangement making this behavior at-
tractive (i.e. incentive-compatible) for others as well, thus reducing the
exposure that a single company might afford.

e Exploitation of specific investments. A company might expect that the
other company hires one of the employees in which it has invested, realiz-
ing an economic rent from saving from the investment and possibly rais-
ing the wage of the employee (the incentive being the difference — as it is
still higher than investing and bearing the risk itself).

e Cooperation gains. If companies would cooperate and thus invest in em-
ployability, a labor market with higher skilled workforce could be
achieved. This gain can be realized only if actors cooperate.

o Strategic interdependencies and reciprocal expectations of behaviors. As
showed in Chapter 4 for training and as applicable here for employability
as well, the behavior of the actors is supposed to be strategic and takes in-
to account what others might do. Given the absence of coordination and
communication, there is no reason why the other actor should behave dif-
ferently from the first one, i.e. would exploit the investment. The expecta-
tion of a possible exploitation is enough to prevent the cooperation and
thus the gain.

Due to the exploitation risk and expectations of opportunistic behavior, benefi-
cial investments are not undertaken, thus depriving the possibility of building
up the employability capital and the resources. Investments in training and in
employability are undertaken only in a group of cases, which as showed in the
beginning of this work accounts to the people with already higher employabil-



106 Chapter 5. Conclusio

ity, qualification and skills, while groups with lower employability are less
bound to have access to training. Any ethical demand, or policy intervention for
that matter, which aims at increasing and supporting employability needs to
take into account these conflicting interests and strategic interdependencies if it
wants to be successful. If everyone in the game behaves rationally, then the
socially desirable cooperation gain cannot be achieved under the conditions
considered.

An important implication of this reconstruction is related to the failed co-
ordination among actors. As discussed under Chapter 2, one of the most im-
portant reasons why the prisoner's dilemma is relevant for ethics is that it shows
how in some cases a single actor cannot realize the alignment of profit and
moral by itself. Rather, a joint action is needed of several actors together.
Thinking of employability as being subject to a dilemma structure helps to
realize that the action of a single company can bear little contribution to im-
prove the framework and thus support the investments in employability. Asking
a single company to behave responsibly and invest in cooperation irrespective
of risks and of the expected behaviors of others would be a normative fallacy.
A single company would have no incentive to do so. (More likely, the single
company would try to adjust conditions in the relationship with its own em-
ployees aslong as a direct incentive-compatibility is ensured. See Section
5.3.2.a later).

Thinking of employability as a relationship between one employer and one
employee (that is, one company investing in the employability of izs own work-
force) inevitably creates those tensions and conflicts that prevent responsible
investments. Such tensions are to a certain extent intrinsic in the idea itself of
employability though. Employability contains a reference to a future (and thus
unsure) relationship in a job, for a potentially different employer or in a poten-
tially different job — this being exactly the point of the whole concept. This
reference to the future and to the exterior of the set up in which the investment
should take place breaks the possibility of direct incentive-compatibility (of
direct, fast, clear returns) and thus willingness to invest which could support
companies. Employability projects the return in the future, and possibly
for someone else, in a form not linked to productivity in a traditional fashion,
but rather to adaptability.

For these reasons, rather than at the level of psychological contract be-
tween one employer and its workforce, a successful coordination of behaviors
which support employability should be placed at the level of social contract, i.e.
involving companies in a collective relationship with workforce at large. The
realization of such social contract also has to be incentive-compatible.”’

97  Social contract is considered here an equivalent of shared understanding, in this case of
shared understanding of the game in the labor market.
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In this case, if employability is a "good" or a "capital" to be preserved,
then it proves useful to reconsider the presence of conflicts on the investors'
side, i.e. on the employers' side. Conversely, the question arises of whether and
how different conditions for the framework can support the creation and in-
crease of this good. In other words — it could be useful to rethink the terms of
the social contract not in their focal point (which was briefly discussed under
Premise 1 in Chapter 3), but rather in the implementation to reduce some of the
hold-ups and the untapped cooperation gains. To this question is dedicated the
next section.

5.2.3 Employability as commons? Strengths and limits of an analogy

As showed under Chapter 2, and discussed in the previous subsection, conflicts
are not per se to be avoided. In case cooperation is better than competition for
social/collective purposes (because of the presence of a socially undesirable
dilemma structure), the concept of commons (Gemeingut) and corresponding
institutional arrangements for its preservation can be used (Hardin, 1968;
Homann & Suchanek, 2005). The idea of employability as a commons
is developed here — not as much as a representation of reality, but as functional
to looking later at responsibility and the support of interaction conditions.

A commons can be defined as a "resource or a capital to which several ac-
tors have access, and whose usage is competitive" (Homann & Suchanek, 2005,
p. 120). The resource is shared, or used as a common pool of resource, and has
the potential to create returns in the long run. However, this usage can be real-
ized if the resource is not overused and if it is continuously replenished and
maintained. Examples are seas and rivers, land, quality of atmosphere.”

A commons is also characterized by the presence of several potential ele-
ments of dilemma structures. A first one can lead to overusage, since each actor
and user will behave according to the dominant strategy of using as much as
possible before someone else does. Since everyone behaves this way, it can
come very fast to an overusage of the resource. A second element of conflict is
then that the resource needs to be taken care of (gepflegt), to allow replenishing
and to prevent it from disappearing. Also in this dimension there is potential
free-ride/moral hazard since the costs of replenishing would accrue to those
actors who look after it, but the positive externality to everyone.”

Employability has similar features to the commons just described. Actors
tend to be willing to use the skills and adaptability of individuals already avail-
able in the labor market as market conditions change. When new skills become

98  To a certain extent, also trust and institutions can be considered commons.
99  Known as the "tragedy of the commons." See Hardin (1968).
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necessary, actors might be searching for cheaper options than producing inter-
nally and short-term the competences required. At the same time, the invest-
ment in employability represents from the rational perspective of a single actor
a rather uninteresting deal, given the possibility of free-riding of others and risk
that the resource will go to another company. There are few incentives for in-
vesting in the preservation of the commons resource.

Thinking about employability as commons helps understanding its charac-
ter as a shared good, and also of good which works and functions only as long
as enough actors contribute to it. Similarly to a network, it gathers strength
from having enough members which contribute to it and do not free-ride. From
the prisoner's dilemma above it follows that if most companies defect, they will
keep on using skills and capital provided by others when hiring, but will not
replenish it in the same measure — especially if people are locked in due to
firm-specificity of skills. Or, they will keep on h1r1ng comparably low skilled
people, keeping the overall level of productivity low.'”

There are however also some differences compared to commons like the
ones mentioned above. The most relevant concerns the fact that skills and em-
ployability are inevitably linked to the individual possessing them. As banal as
this may seem, this has profound implications on the possibility to (perfectly)
trade and transfer human capital and renders the application of property rights —
one possible institutional device to commons problem — rather useless.'”" While
other goods can be preserved by implementing a reasonable system of property
rights with limits and sanctions on how much the good can be used (and so on
how much it should be preserved), this is not possible for human capital.'”

Another limit in the analogy is that, as discussed under Chapter 1, compa-
nies are only one actor (even though an important one) in the system which can
increase or diminish employability. Individuals also play an important role, as

100 This is admittedly a rather extreme scenario in practice, since certain groups of individuals
also invest themselves in employability. See later in this section. The scenario is useful con-
ceptually though.

101 Human capital cannot be separated from individuals and be deployed somewhere else, as
other types of capitals (for instance physical or financial capital) allow. For this reason, hu-
man capital cannot be "sold" or "kept" against the will of the individuals endowed with it.

102 In practice, contractual arrangements between employer and employee exist (for instance,
payback arrangements). Such contracts are used, with varying frequency across countries, es-
pecially in cases of higher education and qualifications, mainly for rather longer and expen-
sive training. However, contractual arrangements (formal or informal) among companies on
not trading human capital, in terms of not hiring from each other, are considered illegal in
most countries in the framework of antitrust legislation. Such a case in the Silicon Valley,
US, made it into the headlines in early 2014. Allegedly, tech corporates had informal agree-
ments of non-actively hiring from each other. This spurred a wave of indignation (and a class
action) because such non-hiring agreements have potentially the effect of reducing the scope
of wage negotiations, and thus wage increases. This is a type of cooperation among compa-
nies which is (illegal) and detrimental to trust and competition frameworks.



5.2 Employability 109

do macroeconomic conditions independent from companies and organizations.
The overall level of employability of a workforce, if it could be measured,
would be a function of several elements and not only of what companies do
with them. So the commons administration would have to take into account
more elements than just what companies do (and become correspondingly
complex and costly).

Thinking in terms of commons and of a common pool of resources does
not only clarify the incentive structure and the fundamental dilemma existing,
but also informs the design of potential arrangements to overcome this issue in
the "production’ of employability. The next section analyzes some elements of
how the social contract could be structured to support investments in employa-
bility, coordinating actors and their expectations.

5.2.4 Improved status quo through distribution of competition and
cooperation

The concepts of social contract and commons previously introduced can be
further specified considering the idea of socially desirable conflicts and cooper-
ation. These elements can add to the structure of the social contract and support
the discussion, in the next part of the chapter, of the conditions into which
companies can invest as part of their responsibility.'"

A way to reduce the impasse on the employability policies and invest-
ments could be the rethinking of which conflicts are productive and should be
kept, and which conflicts are destructive and their framework of origin should
be rethought. This is related to the balance of competition and cooperation. As
showed in the theoretical framework chapter, conflicts are not undesirable per
se. However, there is a distinction on when they are to be supported (Leistung-
swettbewerb — competition) and when they are to be solved (because prevent
from collective gain). Is the conflict productive, or destructive? As showed
under Chapter 2, the conflict is defined as between two actors on the same side
of the (labor) market.

The question of competition versus cooperation can also be framed in
terms of: where do we (society) want to have prisoner's dilemmas happening

103 The natural institutional arrangement to align strategies in the case of prisoner's dilemma is a
collective action to change the framework (the rules of the game) and leave the suboptimal
status. This requires cooperation. The idea of collective commitment — which will be relevant
in the next section — is not applied here yet, because it is very difficult to design such a func-
tional system in case of employability at this abstract level, as it would create a normative
fallacy. Cooperation is considered as the orientation toward which companies can act and
within which more concrete initiatives can be taken — such as those discussed in the next sec-
tion, with reference to training.
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and where not? Positive and fruitful competition can be conceptualized as a
game with positive externalities and which benefits the consumer and society.
In some cases however, this competition might not bear fruits because of the
type of good that has to be produced — as it was the case for employability. The
conflict on employability in its current form is destructive, because it prevents
companies from investing and improving workforce and its potential.'®*

In the prisoner's dilemma of Figure 3 — and, arguably, in practice — there is
socially undesirable competition in trying to use employability (without want-
ing to produce it, which leads to low investments. The prisoner's dilemma ex-
ists and is not solved). And there are possibly (not frequently though) instances
of socially undesirable cooperation in retaining it (for instance through
non-legal non-hiring agreements. The prisoner's dilemma is solved through a
cooperation which damages third parties).

The balance of cooperation and competition could be rethought in the fol-
lowing way to support investments. Cooperation does not mean concretely to
cooperate on creating employability, or training and developing activities to-
gether. It means to act as if everyone else would do this since the strength of the
labor market proceeds in terms of employability from the aggregation of the
single individual actions. Trust or systems of rules could support this ambition
on the generation/production side of employability— be it related to skills and
training, as in our case, or also to other elements such as health, work-life bal-
ance, etc.'®

While the production of employability in a cooperation (trustworthy) mo-
dus helps raising it for a collective benefit, it is still functional on the other side

104 The structure of the conflict is also related to the fact that the conflict (and the possibility for
a superior collective benefit) is usually not seen on the same side of the market (two compa-
nies working to support employability in the labor market they also source from), but rather
on two different sides of the market, so that the conflict is created between the employer and
its employee (see again benefits and threats on the two sides, Chapter 1). Again, psychologi-
cal versus social contract. Moreover, since every instance of conflict sets the basis for future
interactions and decisions, dilemmas such the one displayed above have an inherent tendency
to decrease the availability of engaging in cooperation in future instances. Good examples are
not given and companies and managers involved keep on pursuing strictly rational behavior
by looking at the immediate intended effects (diminish risk, prevent employees leaving, etc.),
but do not take into account the unintended effects that the aggregated actions bring about —
diminishing the likelihood of cooperation and of employability, perpetuation of non-
investments in key areas of personnel and organizational development as defensive move to
exploitation, and so on.

105 It is argued from the perspective of economic ethics that a negative heuristic is better than a
positive one — refraining from destroying employability and removing obstacles and path-
dependencies is more advisable (not to fall in a normative fallacy) than actively trying to
support employability against empirical conditions. Cooperation could mean to reduce the
loss of employability due to health and very specific skills, and try to remove obstacles to-
ward more investments and support.
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of the market that competition is enforced in a fine balance of retention and
turnover. Even if cooperation helps supporting more investments on the supply
side, each company is under strong incentives to keep the resource it has con-
tributed to. While as showed earlier property rights are categorically difficult to
apply to human capital, and contractual arrangements only among companies
are not allowed, other initiatives and orientations can be pursued. Although it is
not possible (nor always desirable) to prevent people from going to other com-
panies, it is possible to increase at least for a while the interest in the current
companies and use the investment for supporting the own, company-specific
labor market.

To retain the investment, "retention policies" can be discussed — make the
vacancies so interesting and the labor conditions such that people would want
to remain in the organization, but possibly with other roles and tasks. This sce-
nario would result in having socially desirable cooperation when investing, and
socially desirable competition when trying to keep the investment. One inter-
viewee, asked on how to deal with employability and related risks, thus replied:

"We deal with this in a very open way. We talk about internal and external em-
ployability. Of course we do want that our employees proceed and progress on
their career paths, and if he is not here anymore, then at a partner company, or a
big customer, it's still better than when people leave for a competitor. But this also
does happen. And of course we are aware of the fact that if someone leaves for the
competition, then the investment in development also leaves. The return in this
case is not only not given, but it's lost twice, because what you gave out will be
used against you via competition. In this sense retention is a correspondingly im-
portant topic. How to keep employees in the company.

But it will not happen that we do not develop them because we do not want them
to go later. We rather want to support employability, of course with the intention to
support internal employability. What [ want to say is that the training offer is orga-
nized in such a way that we do not provide only company-specific knowledge, but
also knowledge which is applicable in general, and that brings to people attractive
vacancies. Whether they will use it internally or externally it's another question.
Then there are efforts to raise retention. But we are not prejudicial. We support
employees in their complete professional spectrum. Not as holistically as we used
to do some years ago, but still in his complete professional spectrum." (ID 8)

The higher collective benefit is achieved not by restricting hiring, but by ensur-
ing that both (all) companies invest and improve workforce, and then "fight" to
keep the resources.'*

106 There are in the literature clues that indicate a thinking in this direction. Miiller-Christ (2001)
develops a paradigm for ecologic management (‘eco' as in: oikos, household) — managing to
preserve the resources. He applies his framework also to the idea of personal management
considering labor market a pool of resources similar to natural resources.
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At this first level, the conditions in which companies should invest relate
to the overall organization of competition in the labor market, with a shift to-
ward more cooperation to increase investments, and more competition to retain
them. Since employability is a still abstract concept with many different drivers
and actors, no implementation indications are given yet. The goal of this sec-
tion was to work out conceptually the fundamental conflicts and strategies.
Framing as a prisoner's dilemma shows that one single company will rationally
not invest; a new social contract should thus be the framework, in which
employability is treated as a commons. With this heuristic, realization of coop-
eration gains could occur by supporting a better balance of socially desirable
cooperation and competition. Figure 4 below summarizes the observations of
this section.

Figure 4. Overview of conceptual findings: distribution of cooperation and competition

Employability and psychological Employability and social

contract: contract:

between employer and employee among companies

Status quo Improved status quo

e Socially undesirable competition * Socially desirable cooperation
(on the production side of employa- (companies manage and invest
bility, leading to low investments in the pool of employability as if
because of the commons elements) everybody would do the same)

e Socially undesirable cooperation * Socially desirable competition
(in some cases, if companies agree (for instance in the form of reten-
on not hiring from each other) tion policies and increased internal

employability)

Source: Author's elaboration

Responsible action could help realize the improved social contract, i.e. the
improved status quo, and its potential cooperation gains. The next part of the
chapter thus looks, in a more concrete way, at responsibility and at conditions
useful for the enforcement of a social contract in which employability is treated
as a commons and training is supported for different groups.
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5.3 Training
5.3.1 Introduction

The previous section of this chapter analyzed how coordination issues can ac-
count for some of the difficulties enterprises have in supporting employability,
if employability is conceptualized as a one-to-one relationship between em-
ployer and employee (as basis of a psychological contract). From an interac-
tion-theory perspective such difficulties are related to strategic interdependen-
cies and behavioral expectations created among employers and between em-
ployers and employees. New insights can be gained by conceptualizing em-
ployability as a "commons" and thus stressing investment and cooperation
elements. Rethinking the frame and distribution of cooperation and competition
can lead to additional, socially desirable cooperation gains.

The implementation of employability relies on a bundle of different ena-
bling factors and some of these elements are directly steerable by companies.
The previous section was dedicated to employability and to a more conceptual
assessment of how cooperation gains can be realized; in this section, the focus
is on training and some incentive-compatible strategies to support it in the
framework of a "responsible" enterprise action. In particular, this section looks
at which conditions can support the idea of social contract and commons devel-
oped earlier (and summarized in Figure 4 as "improved status quo").

The empirical investigation identified several types of interactions, among
different actors and on different topics: interactions between company and
training providers, between company and work council, between companies
and trade unions, with the existing policy framework and macroeconomic situa-
tion, with the situation in the labor market; on temporary workers,
on certification, on schemes for particular groups. Each of these interactions
has different outcomes in the final investment decision: in some cases an
agreement can be reached, in other cases incentives and disincentives are set in
such a way that companies cannot overcome obstacles. In other cases, not only
a cooperation gain is not achieved — conditions for future interactions are
harmed.

How can responsibility be identified based on focal points and empirical
conditions, i.e. on Premises 1 and 2 of the syllogism? From the perspective of
economic ethics, asking about responsibility means asking about investment
into the conditions which support cooperation for a mutual advantage which
does not put third parties at disadvantage. It means applying the heuristic of
prisoner's dilemma and of conflicts and incentives to understand the structure of
the situation analyzed, and to search for spaces of investment and cooperation
gains while preserving incentive-compatibility and freedom of actors to ensure
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implementability. The previous part of the chapter (on employability) identified
an overall framework. Now, more concrete guidance is provided.

In Chapter 2, possible strategies of investments were mentioned. All such
strategies refer to aligning different interests in a way which is incentive-
compatible for the actors involved and which supports the usage and preserva-
tion of conditions for mutual advantage. Such investments usually take the
form of restricting alternatives and freedom in the short-run, knowing that this
voluntary restriction will result in a broadening of alternatives in subsequent
interactions. Examples of strategies are institutional arrangements such as self-
bindings, but also investments into product, productivity, location, reputation
and relations can help expanding alternatives and support incentive-compatible
responsible choices (Suchanek, 2007, p. 137 ft.).

For the context "training," three main ways to align interests in conflict
situations are reconstructed in this Section 5.3, drawing from the different types
of interactions and incentive issues identified in the empirical part. The three
strategies analyzed are (1) investment in the "products" labor and training, in
the form of employer branding; (2) investment in relations (with particular
attention to trade unions and other companies), in the form of an individual
self-binding; (3) investment in conditions of competition, in the form of collec-
tive self-binding, both on the demand side (companies buying training) and on
the supply side (companies providing training). The first one has a more limited
effectiveness and lower ethical relevance and is briefly discussed under 5.3.2.a.
The other two strategies, which correspond to the idea of investing in condi-
tions for mutual advantage and have a heavier ethical load, are more elaborately
discussed under 5.3.2.b. and 5.3.2.c, and are presented each with an illustration
from the practice.

5.3.2 Exemplary strategies of responsible action: Potential and limits

1. Investment in the "products" labor and training through employer
branding

The strategy of investing in product characteristics can be a way to align inter-
ests in case of conflicts (raised for instance by public opinion or consumers'
associations). For example, a company can develop a product which fulfills
certain sustainability or production criteria; incentive-compatibility of these
initiatives is possible through reputation and image gains; brand activation; a
premium paid by customers on the market; a first-mover pressure exerted on
other producers to respect similar criteria (and thus spread the costs of adapta-
tion to the new standard and make it competition-neutral; Suchanek, 2007, p.
137).
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The charm of a direct competition strategy is that from a Golden Rule per-
spective it is rather straightforward and low-risk: it is incentive-compatible, it
aligns moral requests and market-conformed behavior, it supports the license to
operate and increases reputation and image eliminating the possibility of free-
riding (reputation gains accrue only to the enterprise implementing the strategy,
i.e. selling the product). Through this strategy companies can bring to market
new features, new products, new and improved services, and reconcile with the
expectations of customers.

In the case of employability and training, the market of reference is the la-
bor market and the products offered from companies are "jobs" and "employ-
ment" at different quality degrees and with different features.'”’” Examples of
how this strategy can play out are initiatives where companies advertise the role
of employer with the learning and training possibilities offered, and with other
employability-supporting actions such as health management, work-life balance
and learning and development. In other cases, different but similar to this type
of strategy, companies decide to target the employment of particular groups of
employees, for instance disabled people or older people with a particular occu-
pation.'®

Investing in training (the final product) can be interpreted as a benefit as-
sociated to the job. A good training offer, personnel development and similar
initiatives for the own employees can be of interest for the single employee, if
part of that group; and also of other employees, who recognize the company for
its engagement and offering. Employer branding thus becomes employee bind-
ing. There is a potential gain tapped by investing in the alignment of moral and
profit which might result in increased training and access.

The opportunity of pursuing this avenue depends on a series of factors
which can be considered in costs and benefits categories to gauge incentive-
compatibility. Costs are driven by setting up the initiative and promoting it;
setting up systems for training and employing certain groups of employees;
opportunity-costs of not employing or training other workforce. Benefits result
in reputational gains; possibly stronger motivation and stronger binding to the
company, thus lowering turnover and associated transaction costs. Reputational
gains accrue only to the company and it can receive publicity also for other
transactions, not necessarily related to the labor market. Offering employment
and training to specific groups translates into gaining image and branding as a
benefit, closeness to a particular pool of people which values these initiatives

107 Incidentally, this shows that the concept "employability" is not linked only to training and
personal development strategies, but is included in a more complex and broad texture of
markets and dynamics, which range from skills and competences to hiring procedures, reten-
tion policies, employer positioning and similar.

108 See for instance the German company AfB Group GmbH, which employs in the IT sector
people with disability.
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(leading in some cases to the creation of a true "social enterprise" label), moti-
vation and low turnover. These are all elements which can possibly support the
license to operate of the enterprise.

Some considerations can be made on this type of strategy. First, on the
demand side, it assumes that certain groups are interested in this offer and will
be attracted by it. On the supply side, it assumes that the company is in the
condition to offer this training and manage its consequences, among which the
need to support the organization in changing structures to for instance having
+60 engineers doing knowledge transfer with younger people, having
an organization able to deal with disabled people in an appropriate manner, and
similar. While the possibility of the alignment of moral and market is in princi-
ple there, most companies will have to come to terms with empirical conditions
(organizational, macroeconomic) when evaluating whether this strategy makes
sense. Moreover, this helps only limitedly in the attempt to reach groups of
employees which are traditionally further from training and education, because
they will have an intrinsically low preference for this type of offering, and the
branding will not reach them. The success of the strategy is inherently depend-
ent on the existing interest in the labor market for such elements and brands. It
is reactive to existing awareness and conditions, but does not contribute to
eliminating existing obstacles.

For this reason, from an ethical perspective this strategy does not impact
on a fundamental level the conditions of cooperation or competition. Rather, by
offering the product to those who already value it, it might reinforce selection
and access bias, because it pays more attention to those groups who are already
interested in training and employability. It is also questionable whether it cre-
ates any pressure on other labor market actors because given the differences in
the type of workforce needed other companies might just not need to tap in the
same type of human resources and be incentivized to invest further. This strate-
gy works as long as there is a direct demand and appreciation for training; it
does not specifically address a conflict situation, but rather a generic request
possibly moved by some groups of showing awareness and attention for this
topic.

As a consequence of this, given that the strategy is played out mainly be-
tween one company and its own actual or potential workforce, it limitedly sup-
ports cooperation gains and does little to support coordination of action among
companies and thus to remove those interaction difficulties which are displayed
under Section 5.2 and which constitute from interaction-theoretical perspective
the real issue in the support of employability and training. By deploying re-
sponsibility on a one-to-one dimension it does not remove the interaction prob-
lems existing among companies. This strategy supports the psychological con-
tract, but not the social one.
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All strategies for responsibility which link product attributes and incentive
suffer from similar limitations — not addressing the underlying coordination
problem and the interactions among actors. In the next sections, two strategies
which have a potentially higher impact are considered.

2. Investing in relations through individual self-binding

This section analyzes the possibility of investing in relations as a way to im-
plement responsible behavior in an incentive-compatible manner. The invest-
ment in relations can take place via an individual self-binding.

The type of dilemma structure considered here, which is slightly different
from the prisoner's dilemma and is visualized in figure 5, is the asymmetrical or
one-sided type of dilemma.'® In this game the structure of the strategies and of
the incentives is such that one of the players has good reasons to believe that
the other one will exploit the investment; where the second actor (differently
from the prisoner's dilemma) can exploit, but cannot be exploited. The dilemma
is called asymmetrical because the two actors are in different and unbalanced
positions: the exploitable actor needs to pre-invest and to trust/expect that the
other will do the same, if cooperation gains are to be tapped. The collective
benefit in fact can be seized only if the second actor invests and does not ex-
ploit the pre-investment of the first one.

Figure 5: Asymmetrical dilemma structure

e=0
Actor B L1

Actor A -1.2

0,0
Source: Adapted from Suchanek (2007)

109 See also Section 2.3.3 and the form of the "trust game."
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The first actor is exposed to the possibility of being exploited, and could decide
not to invest at all (in Figure 5, ‘i’ corresponds to invest, and ‘e’ to exploit). To
solve this situation, the second actor could act and invest in behaviors which
signal that it will not exploit but rather will honor the investment done by the
first one and thus will help reaching the cooperation gain. Similarly to the pris-
oner's dilemma, also in this situation investments in the conditions for coopera-
tion could help actors achieve the final cooperation gain. Differently from the
prisoner's dilemma though, in this case the dilemma can be solved by one per-
son alone under improved payout structure.

A way to solve this situation is an arrangement called individual self-
binding: the second actor (who has the two alternatives of cooperating or de-
fecting) shows in a credible way through formal and informal arrangements that
it will not exploit the potential, easy gain offered by the other. By doing so, it
invites the first actor to pre-invest to then honor the investment done and realize
the cooperation gain. Investments into these arrangements represent the condi-
tions to achieve the gain.

In the context of training and training investments, this dilemma structure
exemplifies a series of cases where companies, for different reasons, have in-
trinsically more information and power than the partners they work with. Fun-
damental partners in these instances are trade unions' representatives and work
councils (see findings in Chapter 4): in both countries analyzed employers and
employees are brought together through institutional arrangements at firm-level
to work on the training and competences.''” The overall institution though is
extremely open to the implementation in the single enterprises, and depends on
the individuals and their understanding of this initiative. In general, in both
countries trade union organizations recognize that training and competences are
not top priority and are not fields where representatives are particularly well
trained themselves — be it because in large organizations other topics are more
conflict-loaded and take priority, be it because this topic is still rather new and
requires learning on the trade union side. On average, work council representa-
tives also have lower qualifications and skills than their managerial counterpart.
Employers' side has had a longer history of dealing with human resources.
Findings showed the fact that the allocation of budget does not reach difficult
groups, even when work councils are included in the negotiations. This can
suggest that the parties involved have different abilities in setting through their
agendas.

110 In Germany, further training programs are mitbestimmungspflichtig, that is, approval of the
work council is needed. In Italy, the training plans need to be signed by both parties to re-
ceive financing.
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An asymmetrical dilemma structure can be constructed considering repre-
sentatives of the workforce as the first actor in the diagram, the one that has to
pre-invest if the cooperation gain is to be reached. The management represents
the second actor, the one that after the investment can — or does not want to —
exploit the investment done by the other. In the two countries considered both
management and trade unions/workforce need to sign to the training invest-
ment, making it a good case of converging and conflicting interests: the first
actor takes the alternative of investing (it cannot do differently), and the second
one has the two options of behaving opportunistically or not.""

When trade union representatives sign an agreement or a plan for training,
details include the goal of the training, the participants, the format, the costs. In
many cases the company is in a position of force: it knows better how to organ-
ize these projects, training plans, and the required financing. In general, the
way the company can exploit the investment (i.e. the agreement to a certain
scheme) is by not considering the whole workforce, ignoring older workers,
production, by considering normal certification and very specific training as an
employability-raising training and similar. They have intrinsically more infor-
mation, and the pressure from social partners is low. This can create tensions in
the definition of the details: participation reserved to certain groups, rent
productivity gains which are not shared, detachment between the two parties
and feeling of distrust which are not conducive for cooperation.

At stake, as a potential cooperation gain to be realized in this game, is not
only the single agreement on training and its details, but also and most im-
portantly the trust among the partners and the opportunity of working together
on issues. Both sides could strive for a partnership where relevant items are
discussed and the weak position is not systematically exploited. Individual self-
binding could mean in this case, from the perspective of a company, that the
management will not exploit its power position — even if it could. By doing so,
it would support the social capital and the relations in the organization. Compa-
nies' responsibility in this case would be to not exploit the situational ad-
vantage,''” but rather to search for solutions and create a climate where both
partners can bring in the type of knowledge they have. By doing so, also com-

111 As representatives of organizations that need to be accountable to their members, both do
have an interest that an agreement is achieved. Otherwise, one side or the other would have to
explain internally why the investment was not done. In this case thus, it is not a matter of
whether the investment is done, but rather what is its quality, under which conditions was it
done, how it takes into account the contribution of both sides and how it contributes to future
negotiation instances. Because of its characteristics, the fact that there is "training" written on
an agreement does not mean that there is training in the agreement. See also Illustration 2 lat-
er in the chapter.

112 See Suchanek on trust in Section 2.3.3.
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panies can benefit from the better relations, for instance in the form of reduced
internal conflicts and higher motivation.

Going back to the issues displayed in the previous section on employabil-
ity, the investments in relations — be they with trade unions partners, or other
companies as discussed below, or other institutional representatives — helps to
increase the cooperation and trust within the system. In terms of the issues
outlined under Chapter 1, this can reflect both in increased trust in the system
and in direct support to problems related to path dependencies and restricted
access. In terms of Golden Rule, this strategy is an investment in conditions and
is incentive-compatible, because supports the realization of cooperation gains,
interaction after interaction.

A similar asymmetrical structure can be found in relations between com-
panies and training providers. The company might not be precisely knowledge-
able about the content or effectiveness of the training (because of quality uncer-
tainty), and the training provider might not provide all the relevant information
for a proper assessment. The training provider could exploit situationally the
better position it is in, as the company does not have many viable alternatives
other than trusting the offer of the trainer (or trainers in general). This is true in
particular in companies with low expertise and low experience in organizing
training. By deciding to exploit the trust given (and, for instance, to underdeliv-
er on what promised or contractually agreed upon, or otherwise expected), the
training provider is preventing cooperation gains in the form of a proper service
and of a proper customer satisfaction, in the form of proper training and effec-
tiveness delivered, and in the form of possible future gains through enhanced
reputation. As showed also later in Illustration 2, the effect of such situational
exploitations of trust is the reduced reputation of the sector and the rather low-
value market it has created.

Finally, exploitation and thus destruction of trust and undermining of co-
operation and relations is possible also when several companies work together
on a certain issue. The following illustration displays a real case of how a com-
pany can pursue a self-binding strategy and support conditions for cooperation.
In this case, actors involved are a company and other companies in its supply
chain. The first company achieves several cooperation gains by not exploiting
the other companies, but by signaling to be a reliable partner.
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Ilustration 1 | Gucci and the support of a joint training program

Enterprise profile

Gucci was founded in 1921 in Florence, Italy, and is today part of the
French group Kering with approx. USD 4.7 bn revenues reached in 2014.
The company is active (production and distribution) in different luxury fash-
ion segments — prét-a-porter, leather handbags and luggage, accessories and
jewelry. Production takes place in Italy as Gucci as of today has not delocal-
ized the manufacturing part of the business.

In terms of structure, production is organized around different "indus-
trial operations" located mainly in Tuscany, Marche and other central Italian
areas. In total, there are three leather goods factories, four shoe factories,
four tanneries, two jewelry companies. The production chain is composed of
main clusters in a complex system of first and second order suppliers, some
of them have almost a partner status. Up until the early 2000s many suppli-
ers had an exclusivity relationship with the maison, exclusivity which got
progressively loosened until the point today where most of the suppliers
have high degrees of autonomy and supply different customers.

Cross-company training projects: Origin and development

Changes in the profile of the organization and its strategy required changes
in the type of profiles and skills required — not only in the company itself,
but also in the supply chain. Around 2005 the group was getting a more and
more international profile and needed to improve processes and technolo-
gies. In the chain most of the actors have an origin in craftsmanship and had
never an idea of "process" the way Gucci, due to the size and exposure, had
and needed.

To raise the overall skills and competences level in the chain, Gucci
took the lead in 2005 and promoted several cross-company projects in the
region. Here key data on three main projects:

1. 2005, Training Fashion project: 80 enterprises, 990 hours of train-
ing, 315 participants.

2. 2011, Chain Value project (filiera valore): 42 enterprises, 3,150
hours of training, 640 participants.

3. 2012, Chain Value project (filiera valore): 63 enterprises, 3,150
hours of training, 236 participants.

All projects were financed through a national training fund. Main topics
developed during the training courses were production processes and
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production efficiency, lean management and production, cost-controlling,
access to credit and financing, communication and conflict management.
Main goal of the training activity was to align the development of the chain
with the overall global development of Gucci, and provide innovative inputs
to the suppliers.

Nicoletta Benigni, Learning and Development Manager, explains how
the project came about:

"In my function I have been in charge of developing human resources both in
our company and in the chain at large. This is because of a long-lasting philos-
ophy that we have here of integrating not only in the production, but also in the
development. We pay attention to the region and the location, to the develop-
ment of the suppliers and their expertise.

When working on these topics however, I cannot do everything by myself. For
the cross-company projects, we have several technical directors from the differ-
ent businesses who got involved. We won the bet of these projects by raising
awareness also internally, by committing ourselves and involving other people.
Because in the end... if the chain is an asset — and it is an asset for us, we have
never delocalized — then if it's an asset we need to invest in it and maintain it."

Next to involving business partners internally, the challenge was to involve
other companies in the chain. Many of these had a craftsmanship origin —
strongly involved in the production, close to the working desk, and not used
to participating in classes and learning. In many cases, the owners of these
small companies did not have a high opinion of training and considered it
more a holiday, a "break from production."

This was achieved first of all involving the technical directors as trait
d'union, as trusted partners of the suppliers, with whom they had a close
relation. The technical directors acted in this case as sort of "ambassadors"
and facilitators, showing the benefits of the project to the possible partici-
pants, and reducing their doubts and worries. The direct contacts relied on
the technical colleagues to understand the needs and wishes of the suppliers.
Over time, thanks to the involvement of these technical experts, the other
companies were able to understand the potential benefit from participating
in the initiative, they understood that a process was needed to improve and
stay competitive, and that they could see in Gucci a reliable partner for this.

The training projects focused on delivering skills to improve processes
and make the owners and employers of the suppliers internationally more
competitive. However, relevant were also the indirect effects of the projects:
in particular, reflecting on the own processes and structures and creating
bonds with other actors which could and would be leveraged later on.
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"I took part in all projects, I sat there with these people, so I had the opportunity
to see how they would react. In the beginning, there was a certain skepticism,
but as time went by people started to notice differences and changes, and first
of all they started to talk and exchange with other people. These people had
never had a chance to discuss with others, with suppliers from different sectors
for instance. Despite being in different product areas, there were elements and
opinions which could be shared and from which they could benefit and learn.

One thing that surprised me a lot was the development of networks, of consor-
tia. From the discussions and exchange moments other initiatives were found-
ed, which also now some years later are in place and are important for the re-
gion. We are proud of having contributed to this development."

Guceci used the funding available through the Italian training fund system to
promote a project which went beyond the boundaries of the own enterprise
and involved a sizeable number of enterprises in the supply chain. By doing
so, Gucci was able to remove some of the obstacles which were holding the
other companies back from investing and participating in training, thus tak-
ing up a position of responsible leadership.

Theoretical relevance and implications

The original situation of the chain is characterized by elements which can
limit investments in training. The fragmentation of the industrial texture and
the craft-production orientation has led to many and small companies, very
specialized, which do not have alone the resources to invest in training. Not
only they would not have the resources, they also would not have the exper-
tise to realize what type of skills and competences are needed in the global
marketplace.

Different was the position of Gucci, which had the means and the ex-
pertise to understand the need for a conjunct action. According to interview-
ees, the logic of working in the chain with the different levels of suppliers
has always been part of the strategic orientation of Gucci. More than this,
the company felt the need for the suppliers to upgrade some of the compe-
tences and bring it at a level which could compete globally in terms of costs
and efficiency, without compromising on quality and manufacturing preci-
sion.

1. Signals of non-opportunistic behavior. The projects carried out in the
region benefited from the already available funding paid into the train-
ing fund by several companies. The projects helped to redistribute the
findings from the larger companies, which uses them over proportion-
ally, to the smaller ones, which have more difficulties accessing the
training opportunities (despite often paying for them). The initiative
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created a benefit for the participating companies by raising their com-
petitiveness and competences. All companies had to invest something
and overcome the initial obstacles — they had to invest resources in the
form of employees' time, and run the risk of leaving business-as-usual,
allowing for disruptions in their processes and facing empowered em-
ployees.

On the other hand, Gucci supported this by signaling that the pro-
jects were meant for a shared benefit and not for selecting out some of
the suppliers. They used a position of potential force and market power
as an opportunity for inclusion and development in an incentive-
compatible manner. They signaled to be a trustworthy partner which
was investing in the competitiveness of the chain as key strategic asset
and would not exploit access to information and processes in other
companies.

Moreover, given the small size, the impact of interrupting produc-
tion is not to be underrated. Not wanting to be put worse off than other
manufacturers in the chain, they refrain from organizing and pursuing
the training. By pulling several companies of the chain together, Gucci
removed one of the main obstacles: the fear of being put at a disad-
vantage and incur in competitiveness losses due to being the only one
who stops production for participating in training.

In the terminology of the asymmetrical dilemma structure de-
scribed earlier in the chapter, the smaller companies are the first actor,
the one who has to pre-invest (in this case, participate in the training).
Gucci was the second actor: the one which could honor the investment
and do not exploit (the information, the access, the selection) but rather
complement the first part of the investment by keeping the suppliers in
the chain and sharing with them knowledge, processes and techniques
information.

Coordination role. Next to the structure of the solution, fundamental
for the functioning of the initiative was the coordination role taken up
by Gucci as chain leader. They worked on several edges, both internal-
ly and externally, to create and improve the conditions for realizing the
projects. Even if the financing was available in fact (as it is the case in
many instances), first of all the decision had to be taken to invest in
this type of project. The potential cooperation gain had to be realized
yet though, finding ways to go against a potentially unattractive and
suspicious solution to participants.

Gucci realized this in the first place by signaling in a convincing
manner that the initiative was an opportunity for the participants. They
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did so by supporting the dialogue with the companies, by indicating
that there would not be any consequence in their business relations, by
being present at all the courses and reflecting with the participants on
what was happening. Also in terms of logistics they worked together
with the companies trying to reach them in a form which would not
disrupt their production processes.

Gucci invested in relations with the companies in the chain and in
two main conditions for future actions: both market competitiveness
and trust. By raising the competences and skills of the suppliers, it al-
lowed them to remain part of the globalized production chains, to raise
standards and competitiveness levels. Since suppliers are not bounded
through exclusivity agreements anymore, the positive effects of train-
ing transformed into a positive externality which will benefit other pur-
chasers as well.

Moreover, the creation of a common platform through the physical
proximity of the training courses allowed for exchange, development
of relationships and knowledge, discussions and development of trust
signals. Also supported through the experience of the training, years
later the region developed systems of networks, especially structured
for micro and small enterprises, often very craftsmanship oriented,
which worked on credit access and competences by pulling together re-
sources and working through the logic of the consortium and of the re-
source pooling.

Gucci considers these projects to be part of their corporate involvement in
the location and in the region, and has further developed its corporate social
responsibility activities across the whole chain, which has become a "certi-
fied chain." The training initiatives were related to competitiveness and
preservation of strategic assets. From the perspective of this framework and
of the Golden Rule, this is an example of "corporate responsibility." Gucci
had a particular position deriving from its size and image; it could have used
differently, but decided to invest in the competences of the chain and use
exactly that dominant position to provide what the chain was missing: coor-
dination of efforts.

They provided innovative elements to the status quo by proposing a
project not done before in the region, by bringing together actors which had
never met before, and by stimulating to think beyond usual processes. Ac-
tions undertaken raised the overall competitiveness, but more importantly
supported the creation of improved conditions for future actions on the mar-
ketplace: trust among actors, confidence in dealing with the globalized ways
of production, improved products and processes. These initiatives are good
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examples of using freedom spaces and market position for initiatives of
cooperation for a mutual advantage, for investment in relations with other
actors and the improvement of future conditions of production and ex-
change.

3. Investing in organization of competition through collective self-
binding

This section explores possibilities to invest in conditions of competitions in the
form of a collective self-binding (see Chapter 2 on this type of institutional
arrangement). While conflicts in the form discussed previously can be solved
by one person alone signaling the own intention not to exploit, there are other
types of instances which structurally do not allow for such a solution. Such
conflicts, called symmetrical conflicts and having the form of a prisoner's di-
lemma — for the way the payouts are structured — need the commitment of both
parties in changing the framework. Both actors decide on ways to "bind their
behaviors" in a way which is neutral to competition, because it applies to all
actors equally (Suchanek, 2007, p. 144).

It is in these conflicts where mostly becomes evident what it means to in-
vest in future conditions of actions. It is not limited to a certain behavior, prod-
uct, transaction and interaction (as in the previous two cases), but it rather ad-
dresses future conditions and aims at not undermining them. In this respect,
collective self-binding as arrangement "has systematically a particular im-
portance" (Suchanek, 2007, p. 144)."" Looking back at the Golden Rule and
the definition of responsibility used in this work, it complies with it by consid-
ering both the mutual advantage and the conditions in a structural way. While
there are different conditions for cooperation in which it can be invested (and
the choice depends on the individual situation), the conditions themselves of a
fair and functioning competition system (with spaces for both cooperation and
conflict) represent a capital into which is worth investing.

In this type of conflicts, actors are on the same side of the market. This
section considers therefore a possible instance on the demand side (companies
providing training to the own workforce) and one on the supply side (training
providers which sell training services to other companies), and focus each on
one possible topic and solution mechanism.

113 Such arrangement provides incentives to its members to modify their behavior and comply
with its standard without defecting. At the same time, the benefit has the form of a coopera-
tion gains and cannot be achieved by a single members, i.e. several actors need to comply
with it. Lastly, the benefits accrue only to the members of the arrangements, thus limiting op-
portunities for freeriding, which would weaken the binding.
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e Agreeing on conditions on the demand side

A case to be considered here is the situation of temporary workers. Especially
in their case, a collective self-binding scheme could provide the necessary in-
centives to support their employability and labor market integrity.''* Looking at
this case also clarifies how training is a function of other elements such as
working contracts and employment biographies.

For temporary workers the main obstacle in receiving training (both spe-
cific and general) is the short time horizon and to a certain extent the shorter
seniority in the organization which usually comes along. Investments into the
employability of this group could mean a cost and loss of competitiveness
compared to other companies who do not do this.'"”

In this case, it is looked closer at the possibility of agreeing on longer
training or other employability support instruments for people with short con-
tracts. Case in point are interns and young people, especially Southern Europe
(where labor markets have supported the usage of such short-term contracts and
employment forms). The agreement could consist in creating a pool of re-
sources to train temporary people irrespective of the company they will go to.
By preparing them for the next employment step, companies also prepare their
future workforce. Immediate benefits for the company are motivation, reputa-
tion, possibly lower turnover, more skilled employees. Via a system of naming
and shaming, or through particular contracts and a mix of general and specific
skills,'"® it can be ensured that only those partaking in this initiative will reap
the benefits of reputation and image improvement and that those not investing
will be excluded.

The initiative is, as mentioned, very much dependent on external condi-
tions. First of all, depending on the structure of labor markets and its tightness,
it can be more or less interesting to compete for workers. Success would also
depend on regulatory framework on contracts and wages, and on how much
reputation in this type of support would be valued. In countries where intern-
ships are structurally misused as instrument for cheap labor, and no formative
path is offered, the case for an agreement on this on large-scale could be still
not interesting enough. However, it can be interesting on the margin, for specif-

114 Atypical workers who are employed by an external company and temporarily employed at
other companies are not considered here.

115 A first, rather direct way to remove the main obstacle would be to demand that companies
invest in longer contracts and keep people longer, through this already giving an incentive for
training and employability. These requests, moved rather often by social partners, are likely
not to raise any reaction because are not incentive-compatible under current conditions.
Moreover, temporary contracts might be beneficial in certain cases to both employers and
employees.

116 Such mix of general and specific skills is at the basis of the German vocational training
system (Ausbildung).
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ic industries or roles — or in specific areas. It could also be a way to increase
skills relevant to job which are not provided in enough quantity during school
education.

A possible example of arrangements supporting this thinking are platforms
such as Great Place To Work. In their core, they work by creating a series of
members who comply with certain standards and practices, and who receive the
option of being named as a company where it is "great to work." The platform,
to be successful, needs a sufficient number of members and a third party certi-
fication actor, and this removes the option of one company to rip the benefit of
the improved behavior by itself. Several companies are needed to create the
reputational gain and provide some credibility to the initiative. Moreover,
freeriding (and thus the expectation of someone exploiting the agreement) is
practically impossible because only those participating and complying will
receive the badge of the initiative.

One of the main benefits from this type of platforms is the increased repu-
tation and, also, the increased visibility of its members in the labor market.
Irrespective of the effectiveness of this or similar platforms in their current
form, an extension of them or a similar setup could be used to supports training
for temporary workers as a "commons," and leverages the platform for coopera-
tion gains.

Based on a similar structure, it could also be possible to create an agree-
ment on group-specific certifications to make skills and competences more
transparent. What might lack at national level could be introduced and experi-
mented with at lower level — industrial, regional, local, creating a pool of certi-
fied and skilled individuals from which companies can source.

e Agreeing on conditions on the supply side

Also on the side of companies as training providers a collective commitment
could help realize cooperation gains. The empirical investigation focused on
instances with low competitive pressure, caused by low demand, low infor-
mation and awareness, low interest. The investigation also focused on particu-
larly complex chains where the training is financed by both companies and
public hand at the same time, as this increases the diffusion of responsibility
and the discretionary elements in the process (and thus the relevance of respon-
sibility reflection).

As showed in the empirical section, enterprises do not always have the ex-
pertise to autonomously deal with training requests and use providers as con-
sultants on this. This is coupled with the fact that in some countries with a levy-
grant scheme this might translate into fake demand. An intrinsic reason why
some groups are not reached is thus that incentives are low. Even in cases of
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mandatory group contingences (subsidies happen only if a certain percentage of
older individuals is reached) the incentive to deliver causes underchallenged
participants. Specific schemes for these groups are often missing, so that it
remains open whether the training does provide any benefit at all.

There is evidence that some groups (such as older employees, or disabled
etc.) are not reached because consulting and concepts on this end are missing.
As an effect, there is an intrinsic incentive to provide training to people and in
formats which are more risk-proof — i.e. where it is easier. There are no incen-
tives for training providers to provide better concepts at cost-effective level
because for a single one that would mean incur in a possible competitiveness
loss against the others. This concerns both the reaching out to difficult groups
mentioned above, and in general the quality of training and of the concepts in
instances where more complex skills or processes would be required. When the
company is not correctly advised about its needs, or (as it is often the case with
training, there are difficulties in measuring the benefit brought about) there is
potential for shirking and for "lemons" — thus, for underdelivering on quality.'"”

A way to conceptualize this situation is again to think in terms of conflict-
ing and converging interests, among training providers. Conflicting interests
arise from the fact that no company has an interest to be the first one to provide
more costly (but not necessarily higher priced) services to reach certain groups,
nor the possibility to develop schemes in-house by paying for them, bearing the
risks and then being used by someone else too. However, there are also con-
verging interests — better services would increase reputation of an industry too
often under the label of being useless and intransparent, and would raise de-
mand for certain services which right now cannot be provided (one think only
at the services for older or temporary workers, which make up a consistent part
of the workforce but are not fully served yet). Again, a dilemma structure is
faced which leaves each single company in the position of choosing between
two alternatives. The first one (i>0) is to bear the risk and costs of starting
something new, thus raising standards while possibly being exploited by others.
The second option (i=0) is to continue with business-as-usual.

Improving the standards and the competition level (pressure) in some areas
of the training market would have important effects on the quality of training
provided, and on the level of employability they would be able to support. In
this case, instead of having part of the training providers in a situation of func-

117 This underdelivering is in some cases criminal. The analysis carried out for the OLAF office
of the EU (PWC, Ecorys, 2013) considers training one of five key areas of possible corrup-
tion and misuse of public funds. On p. 26 the report states that "in relative terms, the highest
direct public losses due to inferior performance are encountered in training projects, followed
by urban/utility construction." This estimation refers to 'grey' cases, i.e. cases where corrup-
tion could not be detected formally, but where probability was high that some sort of loss to
the public had happened.
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tional agreement on not raising quality (they all silently agree on not changing
their offer, but rather compete on costs and prices), more productive conflicts
would be welcome, i.e. more constructive competition to innovate and increase
quality.'"®

In this case, investments in the conditions of competition could take the
form of investing in a Code of Conduct as a way to clarify and bind signing
members into this initiative. This Code would work by binding immediate
freedom (freedom — used at the expenses of others — to underdeliver, to ignore
certain segments of the market, etc.) into reducing this behavior and potentially
raising reputation in the industry (also local), reaching out to certain groups
with more effective training and thus increasing market volume.

The Code of Conduct would have the form of a collective self-binding.
Only those participating in the Code would gain the benefit, because are put in
a better position of negotiating with partners or institutions, would have more
visibility, and similar.""” The agreement would be collective: such potential
benefits at reputational level would be reached only through the effort of sever-
al companies, the action of a single actor would not be enough to seize the
benefit.

The following illustration from the practice displays the initiative of a
training provider to increase the quality of his own work and of that of his part-
ner through the instrument of a Code of Conduct.

Ilustration 2 | Evolvere and the Code of Conduct for training providers

Enterprise profile

Evolvere Srl is an Italian company based in Cagliari, Sardinia, which offers
training and consulting services at regional level on a broad range of topics.
The founding partners come from previous experiences in commercial enter-
prises and training institutions linked to unions or employees' organizations.
Based on this experience, they decided in the beginning of the 2000s to
found a company offering training services with a different and more inde-
pendent logic. They offer training and consulting services to enterprises as
well as regional and local administration entities; such services are financed
via regional, EU or national training funds, and in other cases are also paid

118 It is reminded here of the reconstruction, in Section 5.2, of where cooperation and competi-
tion are socially desirable or undesirable. The low level of quality of the sector can be
thought of as a missing productive conflict on the side of the training suppliers.

119 Even though a positive spill-over effect on the reputation of the whole industry cannot be
eliminated, also on the reputation of those who have not directly invested.
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exclusively by the customer company.

Code of Conduct: details

The Code of Conduct is an agreement which includes different criteria on
good and fair behavior toward all the stakeholders involved in the training
process: individual customers, enterprises, institutions, employees and com-
petitors. The Code is an own elaboration of Evolvere Srl within the services
it offers and is an instrument to guarantee customers and suppliers.

Later on, the Code has become binding for Evolvere Srl as an instru-
ment to guarantee a good collaboration within so-called temporary enterprise
groups (i.e. consortia), whenever the company enters a bid or a services'
offer with other partners as a potential consortium. Before working together
on a certain project, an ethical memorandum of understanding is developed
with a focus on quality and partners' relations. This agreement becomes the
basis for the cooperation of the companies involved. If needed, the agree-
ment is signed in front of a lawyer. All partners involved enjoy transparency
and better working conditions, and present themselves better in front of cus-
tomers and institutions. The managing director Mario Argentero explains:

"This agreement allows us working under higher transparency on who we are
and how we plan to behave in the things we do. We want to distinguish our-
selves in our work by improving the training offer and putting the learner back
at the center of the learning process. It is important that companies learn to rec-
ognize the value of training, and this is possible only by increasing the level of
the offer.

The agreement allows us to give more strength and transparency to all these as-
pects and also to clarify behavioral rules and standards accepted with our part-
ners for the services we want to offer. This all helps us in our internal relations,
it helps prevent diverging behaviors and it helps develop a solid system among
trainers, but still taking into account the specificities of each partner."

Background of the Code

In the 2010s the company created a Code of Conduct which covers both the
relationship with customers and employees, and the relationship with part-
ners and competitors. Argentero mentions different reasons behind the deci-
sion to create the agreement. In general, they all go back to the intention to
offer a training of high quality which is different from the training usually
available on the market. This had the aim of clarifying to customer compa-
nies and institutions that training is a fundamental instrument for the devel-
opment of a person, for the growth of enterprises and of the socio-economic
texture of a region.
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Mario Argentero explains:

"The elaboration of the Code wanted to be an answer to the way in which com-
panies often, unfortunately, perceive training. Training providers are in fact of-
ten considered not able to deliver, companies think that training is residual to
other industrial processes, as if it were a nuisance. In the case of publicly-
financed training, companies think that it is assistentialism, that it is useful only
to those who offer it, and that it does not really have an impact. There is a
wrong understanding that training is financed to create employment, or that
training is sort of a technical, very specific vocational type of learning. This is
not the type of training we are interested into,"

the Director explains. He further notes how the training system is not always
appreciated by companies, and that this is the effect of different dynamics.
Parts of them are inherent in the way training works, in particular the diffi-
culty of evaluating and quantifying the effectiveness of the training deliv-
ered. Results usually start to emerge only after some time. Moreover, the fact
that some training providers delivered training with low quality and low
impact has damaged the image and the reputation of many in the sector in
the country. For this reason, a code of self-regulation is an instrument to
overcome the absence of effective controls by the public bodies, which usu-
ally are limited to a bureaucratic check and do not take into account the tim-
ing of organizational processes in companies.

Another element which has negatively impacted the situation has to do
with one of the policy schemes for training and its financing, and with the
incentives it sets. In 2009 State and regions signed an agreement on linking
passive and active labor market policies. The agreement, developed in the
wake of the crisis, foresees that subsidies (passive labor market policies)
paid to individuals in difficult job situations be linked to active labor market
interventions: cash is paid out if the person also participates in a training
which should supposedly increase her employability. This has determined an
increase in the demand for training. Such training was not always coupled
with an adequate individual process of orientation and of creation of a pro-
fessional project.120 This has further depressed the quality of demand and
the expectations that companies have on the value that training can bring.
Training has become in fact often merely an instrument to receive financial
support.

Mario Argentero thus reconstructs the steps which have led to the
commitment taken in the Code of Conduct.

120  Another good example of the openness of institutions and how they can be exploited.
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"We wanted to give dignity back to the system, to our work and our employees.
This Code of Conduct governs the relationships with the customers, be they
enterprises or the final "consumer" — our training participants.

Such low dignity and expectations are unfortunately the consequence of
situations that indeed have been happening in the sector and which badly reflect
on the whole system. Some providers in our sector worked in a way far from
being excellent and proper. We do not work together as a system, as an indus-
try, but rather each of the providers works alone, sometimes even trying to
compete against others in an unfair manner. This has created some real damages
to our sector and work. We wanted to clarify the rules of the game and stop
harming ourselves as industry.

If on top of this you add the fact that training effectiveness, by itself, is far
from being easy to measure, it is not surprising that enterprises see investments
in training as returnless. But again — also because some of the providers have
not done a good job."

As mentioned, a partial contributor in form of disincentive to quality of
training was the policy-framework itself.

"After the coupling of passive and active interventions many complain that
training and active policies are not helpful. I do not agree. I rather say: the train-
ing which is not helpful is the training done only for the sake of justifying and
receiving cash support, yes. Central element of any decision and planning has to
be the learner. The learning process has to be shared among the partners in-
volved and the public services should be able to provide guidance and verify
personal motivation. Then, the trainer has to adapt to the needs of the learner,
not the other way around."

Competitors have been slowly changing and improving their offer, also be-
cause of a generational change — younger people in the sector, with higher
degrees and less oriented to the offer of the traditional, lower quality training
providers. In the region, they are reacting positively to increasing their quali-
ty and offer, even though there is still potential for improvement.

Argentero continues:

"Institutions seem to prefer a more fragmented industry, competition and hard
confrontation instead of collaborating and increasing quality. They seem to be
paying more attention to the bureaucratic monitoring. This is detrimental to the
control of the quality of the training provided, which is what is perceived by the
final customers, and their satisfaction level."

Theoretical relevance and implications

In the categories of interaction theory used earlier in this research, this type
of Code corresponds to a collective self-binding and to an investment in
the conditions for better cooperation. Communication and signaling of
commitment, together with the incentive of reliable partners and increased
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reputation with quality, stabilize the system. Transparency is created, trust
and social capital. It is an investment into intangible resources which does
not create directly a "responsible training offer," but supports the conditions
in order for them to happen — because it raises standards and stops the un-
productive conflict in which competition is driven by diminishing quality
rather than providing value.

It also illustrates, from a perspective complementary to what discussed
under Chapter 5.2, that support to constructive cooperation can lead to col-
lective benefit, and that destructive competition (or the cooperation on not
competing) has detrimental results to the quality and the reputation of a mar-
ket.

To a certain extent, together with the reputation and the improved quali-
ty, such a Code of Conduct has the benefit of supporting the integrity of the
actors involved in terms of who they are and what kind of service they want
to provide to the customers. In this case, it supported the integrity of the own
understanding of what learning and training can be, in a context where quali-
ty spirals down.

5.4 Conclusions and Assessment

Chapter 5 has addressed the last part of the practical syllogism, i.e. the question
of the scope of company's responsibility when dealing with employability and
training. Bringing together the normative focal points of Premise 1 in Section
3.2 and the analysis of the empirical conditions of Premise 2 in Chapter 4, Con-
clusio in this Chapter 5 has clarified the nature of moral demands and has given
indications on their implementability.

The definition of responsibility used in this research refers to the invest-
ments in conditions which support the realization of cooperation gains. Such
investments are oriented toward increasing, rather than reducing, the overall
good usage of freedom, namely the type of options available to actors. The
analysis of responsibility can work both preventively and therapeutically, de-
pending on the status quo.

Following the scheme of Erkldrung zwecks Gestaltung (to explain in order
to design), this concluding section is structured in two parts. The first part out-
lines the main findings of this investigation related to the explanation side of
the question, namely why certain investments (in employability, in training) are
not pursued, even if there are potential cooperation gains for the actors in-
volved. The second part summarizes which solutions can possibly be designed
and outlines the findings of the investigation in this direction. Recommenda-
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tions for companies and policy makers conclude the chapter, drawing on both
the empirical and conceptual findings.

Erklirung.

The empirical findings and the heuristic of the dilemma structures delivered
evidence for clarifying why investments which would potentially lead to a
mutual advantage are not pursued. Non-aligned interests and behavioral expec-
tations are the main reasons behind this, according to the interaction-theory
analysis done in this research. In particular:

Overall investments and support to employability are missing because of
negative behavioral expectations and the possibility of opportunistic be-
haviors (Section 4.5.2). It can be showed that supporting employability
can raise loss of returns and of competition, and that can lead to exploita-
tion by other companies. Arguably, this phenomenon is largely due to the
lack of coordination of actions and to the fact that each individual and
each company engage in a direct strategy of investments (Section 5.2).
This structure though cannot counteract the powerful disincentives and
risks. Important potential cooperation gains (which would be achieved if
companies decided to cooperate, rather than "defect") are the creation of a
more flexible and adaptable workforce and thus more flexible and adapta-
ble organizations, and the reduction of labor-market and employment
risks.

Interactions with social partners and with other companies could potential-
ly lead to cooperation gains such as higher social capital, constructive ne-
gotiations and lower conflicts, usage of information for topics such as
training and for their better design, increased effectiveness and efficiency
of training schemes by tapping into the support and the information of
other actors involved. This could also lead to improved realization of
training schemes for marginal groups difficult to be achieved (Sec-
tion 5.3.2.b). Findings show that there are few structural instances of in-
teraction and even less of cooperation among these actors, due to misa-
ligned interests and different agendas, fear of exploitation, limited track
record of successful interactions (Section 4.4.2). Under these conditions,
cooperation gains are rarely realized.

Some cooperation gains such as reduced turnover, better skilled work-
force, lower employment risks are not realized because of other issues.
For instance, they are due to a competition framework in the training in-
dustry which does not structurally encourage value creation and attention
to the learner and the learning process (Sections 4.5.2 and 5.3.2.c). In par-
ticular on the sellers' side, some of the policies in place might support a
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type of competition which not only does not deliver value, but also de-
stroys the industry reputation. Resources are not efficiently used and train-
ing delivered loses effectiveness.

Gestaltung.

The previous "explanation" of the status quo is needed to provide indications on
possible "design" measures, namely arrangements and investments which can
support the realization of socially-desirable cooperation gains. Because of the
always different empirical conditions with which companies are confronted,
and of the always heterogeneous understanding with which companies deal
with such conditions (Suchanek, 2007, p. 45), design indications have the form
of a "form," of a heuristic or rule to prove whether a certain behavior and in-
vestment would comply with the responsibility definition. The "content" of
such form is actor-specific and can only be developed taking into account the
specificity of the (responsible) decision maker.

e With regard to employability, the reconstruction provided earlier in terms
of "commons" helps giving guidance on how improved coordination can
be achieved (Section 5.2.1). Thinking about employability as a commons
that should be nurtured, and as the own workforce in terms of a good
which should be managed sustainably, creates a useful heuristic to search
for cooperation gains and to both preventively as well as therapeutically
adjust incentives. The type of work content and the type of training con-
tent become important variables in understanding whether the "good" em-
ployability is supported or destroyed. Retention policies become an ele-
ment to increase incentive-compatibility (Section 5.2.4). However, coor-
dination can only be achieved by starting to think in terms of social con-
tract among companies, rather than psychological contract between a
company and its employees (Section 5.2.2).

e More specifically and concretely, a way to support responsibility and in-
vest in conditions is related to investments in relations with social partners
and other companies (Section 5.3.2.b). Through an individual self-binding
one company can signal its will to not exploit situational advantages in a
relationship (for instance, power or information), and to invest in becom-
ing a trustworthy partner. This behavior can unlock cooperation gains by
increasing the support of other partners and the usage of resources in a
more effective way.

e From an ethical perspective, institutional arrangements such as collective
self-bindings have then the highest relevance and impact (Section 5.3.2.c).
By investing in the active improvement of the competition framework,
companies can realize their responsibility in the true form of supporting
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and improving usage of (economic, institutional) freedom in the future,
thus having a productive impact on conditions of future action. Such col-
lective self-binding arrangements can have the form of a code of conduct,
of a platform with standards or of other sectoral/local agreements which
creates incentives for better competition.

Table 5 provides an overview of the explanation and design elements here out-

lined.

Table 5: Overview of conflicts, conditions of investment and implementation strategies

Type of Conditions Strategy to Actors Empirical examples
conflict in which to implement involved of investment
invest responsibility
Asymmet-  Relations, Individual Companies and  In negotiations among
rical conflict social capital  self-binding their social unions/work councils and
to signal non-  partners; com-  companies: signaling
opportunism,  panies and other trustworthiness;
no situational ~companies at transparency and
exploitation regional, local communication;
of weaknesses or sectoral level non exploitation
and infor- Cooperation among
mation . companies: initiation of
asymmetries roundtables and
exchanges, of shared
projects to jointly develop
human resources
on selected topics.
Symmetrical Competition  Collective Companies; Development of standards
conflict framework, self-binding,  training providers of employment and
quality of of companies training for a certain
competition at local or industry, initiation of
industry-level; platforms and
of training certifications.
providers Creation of initiatives for

reputation and fair
competition, of codes
of conduct and standard
of action in the industry.

Source: Author's elaboration

From the heuristics and guidelines given above some examples and more con-
crete recommendations can be derived, which can then be adjusted to specific
situations and companies. Table 6 provides an overview of such recommenda-
tions based on the empirical findings and the reconstruction of dilemma struc-
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tures. Even if the perspective of this work was aimed at clarifying the responsi-
bility of one actor in particular, namely companies, given the relevance of the
policy framework for companies' decisions and behaviors, recommendations
are derived also for policy officers.

Table 6: Overview of corporate and policy recommendations

Corporate recommendations

e  Create internal conditions which enable HR managers to innovate and try differ-
ent paths to support training and reach out to more difficult groups.

e  Engage social partners and employees in transparent discussions on the goals of
employability and its benefits.

e  Engage leadership and diverse managers in their HR function instead of setting a
major focus on HR only: each leadership role has among others an HR function of
developing and retaining employees, also through training.

e Refrain from exploiting situational advantages such as power in negotiations and
availability of information.

e  Support retention policies to increase investments in training and employability
by reducing risks related to loss of resource. Be careful with potential segmenta-
tion and adverse selection.

e Initiate formal and informal institutional arrangements in the form of individual
self-binding to support relations and trust development.

e Initiate formal and informal institutional arrangements in the form of collective
self-binding to support better competition conditions.

e Invest in the conditions of cooperation for realizing socially desirable cooperation
gains in the labor market!

Policy recommendations

At EU/discourse level

e Raise awareness concerning the behavioral interdependencies inherent in im-
plementing employability.

e  Shift the discourse to that of a renewed social contract, creating enabling condi-
tions for it and relaxing the focus on individual responsibility.

At national level

e  Training is difficult to measure in its quality. Double-check policies and the
setup of training funds for incentive-compatibility at company-level and take in-
to account (culture-; legality-) specificities in the country.

e  Support constructive interactions between companies and other actors such as
work councils' representatives. E.g., improve expertise and negotiation ability of
qualitative items in collective agreements.
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e Increase "good" cooperation among enterprises on delivering training and inno-
vative schemes, and increase "good" competition on reaching out to skills,
training schemes and innovative actions. E.g., create special parts of budget
dedicated to developing and implementing schemes for particular groups.

e  Support constructive interactions among companies. E.g., joint training pro-
grams at sectoral level, within a supply chain, within a region.

e Create stronger incentives for the usage and transferability of skills (impact),
instead of focusing on delivery of training (input). More focus on impact can
help raise quality of demand.

At regional/local level

e Raise quality on the supply side: support cooperation of training providers to
deliver higher quality by creating consortia and other constructive agreements.

e  Support pre-competitive agreements at local, regional or sectoral level to in-
crease the bar of quality and access to training;

Source: Author's elaboration
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This investigation has pursued the question of the responsibility of companies
in dealing with employability and training. Based on emerging trends and on
the increasing relevance that concepts such as employability and training have
gained, there is a need to investigate in a precise manner and in a scientifically
grounded way the role and responsibility of companies in one of their funda-
mental function, namely their being employers.

Among all the possible questions raised around the role (so far rather ne-
glected in the CSR literature compared to other enterprise functions) of enter-
prises as employers and buyers of labor in the market, this research focused on
the concept of employability. Employability is a key determinant of today's
labor interactions and as an implicit element of the new social contract in which
job security is substituted by the possibility to be employable over time.

In the terminology of the economic ethics, the framework chosen for this
work, the research asked the following question: In which conditions and how
can companies invest to support the employability of their own workforce, and
of workforce at large — with a particular attention for training dynamics and
initiatives?

Based on conceptual work and on an empirical investigation in two coun-
tries, this research showed that the concept itself of employability is flawed as
long as it is constructed as a psychological contract between a single employer
and a single employee — it takes the form of a prisoner's dilemma and cannot be
solved by one party alone. Much more constructive would be to consider em-
ployability as a social contract among companies and their workforce (potential
and at large), and by working toward increasing cooperation on the same side
of the market, as if employability had some features of commons good. At the
same time, companies could engage in more fierce competition when trying to
retain the employees they have invested in.

Companies can realize the Golden Rule by realizing cooperation gains and
increasing freedom possibilities. The Golden Rule, for the specific context of
this investigation, can be implemented in the following ways:

e Companies should treat employability as a commons, thus investing in its
sustainable usage without overusing or freeriding. This can be achieved by
developing better retention policies and improving the framework for co-
operation.

© Springer Fachmedien Wiesbaden 2016
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e To realize the idea of employability as commons, and support a new social
contract, companies can invest in relations through individual self-
binding. This way, they would raise trust and trustworthiness. This self-
binding would be incentive-compatible as it allows tapping cooperation
gains if properly arranged.

e Companies can also invest in the framework for (good) competition
through collective self-binding, for instance at sectoral or occupational
level. In particular among training providers this could be a way to in-
crease reputation and quality of the offer.

Implications of this work are relevant for all the actors involved in the chain.
Companies, in their different functions dealing with HR, training and person-
al/organizational development; training providers; trade unions at both central
and decentralized level (work council); employers' associations and bilateral
bodies; policy officers at different levels designing and implementing policies
for the labor market. Last but not least — employees, in their pursuit for better
opportunities in the labor market, and a better relationship with its institutions
at large. Again, one of the maxims of the economic ethics holds true here:
Erklirung zwecks Gestaltung (der Arbeit, des Arbeitsmarktes), understanding
and reconstructing dynamics and interactions to better design institutional ar-
rangements and relationships for labor relations and the labor market.

Some limitations apply to this work. A first one is methodological: while
the definition of employability is rather stable in literature and could be opera-
tionalized in a straightforward manner, definitions of training abound and suffer
under some non-transparency. Despite a definition of the scope and the type of
training considered in this work, some ambiguity remains as in the empirical
investigation emerged that different organizations and people work with very
different definitions and understanding of what training is and what it is for.

A second limitation is of theoretical fashion, and is a potential "Anmafung
des Sollens, " that is, normativity fallacy. The requests of acting in a responsible
way by supporting relations and frameworks of competition need to be embed-
ded in a variety of systems of empirical conditions, where each company has
the legitimation to clarify for itself how much it wants to invest in the direction
of the focal point identified. Exactly for the reason that implementability was a
major concern in this research, it has to come to terms with the fact that some
companies might interpret their empirical conditions as too tough to allow for
the investments suggested here. The balance is delicate and the interpretation of
conditions is always subjective to a certain actor. However, the main orienta-
tion of investments and improving of future conditions remain, and it is the role
of other actors in society — for instance, employees and their representatives,
civil society at large — to keep companies accountable for it.
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A third limitation is related to the geographical focus of this work. To
conduct in-depth research, a sample of two countries was selected. While some
of the findings and of the dynamics are transferable to other EU countries with
similar economies and labor markets, further similar in-depth research would
be needed to gain the same precise understanding of cooperation gains and
potential investments that was achieved in this investigation for the two sample
countries.

This work has focused on a limited geographic and conceptual framework,
but has potentially raised a series of further questions about the role of compa-
nies as labor providers which have so far been rather neglected in the literature.
Addressed here below are some of the questions proceeding from this research,
for future work.

A first element raised during the investigation, which was not addressed in
the conclusions but that proceeds from the empirical results, is the role of the
HR function in the support of employability. As described in the findings, the
function of the HR and possible interaction conflicts within it are structurally
understated in research when it comes to design and implement training inter-
ventions. However, it should not be forgotten that while the company is an
entity in itself and can be considered an entity of action, within it different
functions and individuals pursue the own agenda and can support or not deci-
sions about training.

A further investigation could therefore look at the internal conflicts among
different functions, at the possible resistance to change and risk in addressing
new groups or topics, in addressing the psychological contract and the organi-
zation from broader perspective of being one actor in a large market of labor
buyers.

A corollary of this investigation would look at the role of leadership as de-
centralized HR function. The empirical investigation showed that much of the
decisions about training, development of a resource, are taken by or together
with the respective superior in the hierarchy. The leadership can be more or less
expert and aware of HR issues and tools, more or less aware and interested in
coordinating the development of its resources with that of others. In other
words, also leadership can contribute (or not) toward tapping cooperation gains
and supporting employability and training. An interesting avenue to pursue
would be to look deeper into what responsible leadership could mean from the
perspective of the support to personal and workforce development.

The findings of this research can also help clarify the dynamics in some
particular industries which have arguably tackled the "commons" of both em-
ployability and skills with advanced institutions and arrangements. They have
managed to do so without compromising their competitiveness. Examples
could include the employment markets for soccer players, fashion models,
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actors, accountants and aircraft pilots. These occupations typically require very
occupation-specific skills that need to be formed in early years with large up-
front investments inthe skill formation. Studying these markets with the
framework developed in this research is likely to reveal further instruments and
practical implementations of individual and collective self-binding which can
improve labor markets in general, and support companies in maintaining their
"license to operate."

As production modes and labor relations change, the question of the role
of enterprises in dealing with labor and with their function as employer is
bound to receive different answers as time proceeds. How has the license to
operate of enterprises changed over time when it comes to employment, and
how will it change in the future due to new and unexpected ways of "working
for" a company?

What will not change, when it comes to realizing the conditions of mutual
advantage and in the structuring the social order (among which also the labor
market belongs), is the possibility of actors to invest, to reject unsatisfying
institutions and setups and to support the creation of new ones. As showed in
this investigation, implementation of such improvements and investments will
unlikely happen based only on moral appeals, or purely technical and financial
solutions, but will require a thorough look at the incentives, interactions and
empirical conditions under which actors act, so that better coordination of be-
haviors and thus improved realization of socially desirable cooperation gains
can be achieved.



Annex

Example of questions asked in the interviews (Leitfaden)

Items asked during interview with HR/Training Manager (adaptable during the
interview, as per the methodology used)

Interviewee and trends in the last twenty years:

e  What is your role here? What is your biggest challenge at the moment?

e Which trends would you identify in your experience here in terms of
length and type of training, goals, participation etc.?

e Which were the causes of these changes?

Actors involved in the decision-making process:

e  Which internal actors are involved in the definition of the training
strategies?

e  How does the internal decision-making process look like, from defin-
ing the strategies to actually having someone participating in the train-
ing?

e  Which external actors are involved in the definition of the training
strategies?

Actors' strategies:

e In the relationship with the other stakeholders, where do you identify a
convergence of strategies, and where do you see diverging expecta-
tions? Can you make an example?

e  How explicitly do you work toward realizing the win-win potential?
Which instruments do you have in place?

e If you were to change any aspect of your Learning and Development
strategy to reach more ambitious goals, with whom would you talk?
Would you need the expertise of trade unions in your country, organi-
zations, public officers, other companies/HR partners?

© Springer Fachmedien Wiesbaden 2016
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Annex

Understanding of the role of further training:

How would you define the role played by further training for your
company? And for the individuals? And for society as a whole?

What would you say might be strategic conflicts among the actors in-
volved? For instance?

How do you signal that training is important? What can an employee
await after they have participated in training?

Selection of participants:

When it comes to selecting participants, what is your strategy?

Which formal and informal incentives and restrictions can you think of
when it comes to selecting target groups? (laws, tax deductions, part-
nerships, training providers offer, special methods, etc.)

How do you deal with elder people? How do you encourage their par-
ticipation?

Where do you see the potential for investing into more education-
distant people?

What do you think is the missing incentive to invest more into elderly,
temporary workers etc.?

Selection of goals:

What is your strategy in terms of goals of training? Which time-
horizon do you have in mind for your investment, and how does that
fit with the needs of the individuals in terms of job-security?

How do you conceptualize the need of individuals to receive training
in a long-term perspective?

Which formal and informal incentives and restrictions can you think of
when it comes to selecting goals and terms? (laws, training providers
offer, partnerships etc.)

How do your cooperations with external training providers look like?
Which control mechanisms do you have in place?

What do you think is the missing incentive to invest more into meta-
skills, long-term horizon, in the region, etc.?

Closing question:

Have you thought about these issues in terms of responsibility? What
do you think is your responsibility as a company toward the employ-
ment chances of individuals?
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