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PREFACE
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EXECUTIVE SUMMARY

THE ECONOMIC BENEFITS OF

IMPROVING LITERACY

SKILLS IN THE WORKPLACE
BY MICHAEL BLOOM, MARIE BURROWS, BRENDA LAFLEUR AND ROBERT SQUIRES

Enhancing literacy levels in the workplace improves
bottom-line performance for Canada's employers and
gives employees a better chance for success in their
careers. These findings will interest employers and
individuals who want to understand the link between
enhancing literacy skills in the workplace and econ-
omic success, and who are interested in the perform-
ance implications for their own organizations.

In the past, choices about investing in literacy were
often made without having the right information to
make the most informed decisions. Today, however,
there is growing recognition that literacy is such a
critical factor in corporate and personal success
that it demands greater consideration and understand-
ing. There is a growing awareness that literacy skills
are not "fixed" foreverindividuals can lose skills
after they leave school, through lack of use, or they
can gain skills, through practice and additional train-
ing. Now, and for the foreseeable future, literacy
will be an important business issue.

Employers offer literacy skills training to their
employees because enhanced reading, writing and
numeracy skills ultimately contribute to a stronger
bottom line through such benefits as time savings,
lower costs, and improvements in the quality of
work. The study found that these direct benefits
are just the tip of the iceberg. Other benefits include
unleashing the potential of individual employees,
better team performance, cementing stronger labour
management relations, and moving the entire orga-
nization toward achievement of corporate goals. All
of these benefits from literacy skills training make
a positive contribution to the company's bottom-
line performance.

August 1997

Employees also profit by improving their literacy
skills. Individuals with higher literacy skills earn
more income, are less likely to be unemployed, experi-
ence shorter periods of unemployment, are more likely
to find full-time rather than part-time work, and are
more likely to receive further training. The dollar value
attached to these factors is significantthe average
annual income for high-literacy individuals is approxi-
mately double that of individuals with low literacy skills.

This study provides concrete evidence that literacy
matters to both employers and employees. Yet, even
though the evidence is powerful, the message has not
reached many Canadian workplaces. What can Canadi-
ans do to address the situation? First, we can raise
awareness of the importance and value of improving
literacy in the workplace. Employers and employees
already involved in literacy programs can help to build
this support by spreading the message. Governments
can help by disseminating research findings about the
economic importance of workplace literacy to employ-
ers and employees across Canada. Second, we can
establish more literacy training programs. Employers
can play a leading role in this initiative. Third, we can
enhance the literacy component of existing jobs and
create more literacy-rich jobs. Fourth, we can develop
additional public policies to strengthen literacy skills.

All of these initiatives can be seen as part of a larger
effort to encourage employers and employees to work
together to create a culture of learning in the work-
place, which in the long run is essential for Canadian
businesses to remain competitive in world markets.
Ultimately, investing in literacy skills development as
an integral part of overall training and development in
the workplace will benefit us all.
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THE ECONOMIC BENEFITS OF IMPROVING LITERACY

SKILLS IN THE WORKPLACE

This report explores the impact of
literacy in the workplace on employers
and employees. It seeks to demonstrate
the value of making literacy enhancement
and basic skills development an integral
part of training and development in the
workplace. Its findings will interest em-
ployers and individuals who want to
understand the link between enhancing
literacy skills in the workplace and econ-
omic success, and who are interested in
the performance implications for their
own organizations.

The economic significance of literacy is
a topic of increasing interest and concern
in the 1990s. More and more Canadians are
asking questions about the extent to which
literacy skills affect the country's prosper-
ity, as well as their own success and
economic well-being. At the same time,
employers are beginning to pay more
attention to the potential impact of literacy
on their business success. Their interest is
not surprising. Recent research studies
identify a nation's human resources as the
key to future competitiveness, and skills
development as the key to improving
human resources capability.

In the past, choices about investing in
literacy were often made without having
the right information to make the most
informed decisions. Today, however, there
is growing recognition that literacy is such
a critical factor in corporate and personal
success that it demands greater considera-
tion and understanding. The findings in this
report show that enhancing literacy skills
in the workplace enables employers to
improve the performance of their businesses
in a wide variety of ways that strengthen
the bottom line, and enables employees to
attain greater success in the workplace.

A Shifting Emphasis
A 1996 publication of The Conference

Board of Canada, Performance and Potential,
emphasizes the economic importance of
human resources as Canada goes through
a period of change, driven by global
developments in technology, communica-
tions, trade liberalization and greatly
increased international competition for
our products and services from emerging
and industrialized countries.1 Tradition-
ally, business and government focused on
boosting economic growth by increasing
consumer spending, creating a climate
that encourages business investment and
improving Canada's export position.
Although human resources have always
been considered important to economic
performance, they usually took a back
seat to these demand issues.

Today, the emphasis is shifting. One
reason for this shift is what economists
have termed "the productivity paradox."
Despite record investment in machinery
and equipment, particularly high-tech
equipment, Canada's position in relation
to our major competitors has fallen over
the last decade. Real incomes have grown
more slowly, the declining growth rates
of gross domestic product per capita
reflect poor productivity performance,
and unemployment rates are high,
particularly for youth.

Evidence is beginning to emerge that
places part of the responsibility on the
shoulders of inadequate employee skills
and training. No matter how much capital
investment occurs, without adequate
investment in workforce training and
education employers will remain unable
to harvest the full potential of that invest-
ment. The country's economic well-being

1 Performance and Potential: Assessing Canada's Social and

Economic Performance (Ottawa: The Conference Board of

Canada, 1996).

1 The Conference Board of Canada



More highly skilled,
literate people are the
key to increasing
productivity.

At the same time,
employees need to
continuously acquire
new skills to succeed
in the modern
workplace.

Literacy skills are
not "fixed" forever.

depends on its capacity to make the most
effective use of people and to maintain the
skills of its workforce. More highly skilled,
literate people are the key to increasing
productivity.

At the same time, the growing com-
plexity of jobs in Canadian workplaces
increases the demands being placed on
workers. For many, the literacy skills that
earlier enabled them to do their jobs effec-
tively are not sufficient for them to per-
form adequately today. Employees need
to continuously acquire new skills and
qualifications in a process of lifelong
learning to succeed in the modem workplace.

Background
The problem of low literacy levels

began to receive heightened attention in
Canada during the 1980s, notably with
the release of the Southam literacy survey
findings in 1987.2 Literacy has become
better understood in the 1990s, due in
large part to the International Adult
Literacy Survey (IALS), conducted in
1994 and released in 1996 (see Exhibit 1).
With increased attention came studies,
articles, conferences and workshops on
various aspects of the "literacy problem."
One area singled out for attention was
literacy skills in the workplaceespecially
the extent of literacy difficulties experi-
enced by workers and the repercussions
for both their employers and the workers
themselves.

Literacy and lifelong learning are
especially important at a time when
employers are facing a labour market that
has fewer young people than in the past.
This means that they need to rely more on
existing workersworkers who must be
able to adapt to ever-changing skill

requirements. As Chart 1 shows, the,
share of the Canadian population aged
20 to 39 years is forecast to decrease from
32 per cent in 1996 to 26 per cent in 2015.
Conversely, the population aged 50 to
64 will increase from 14 per cent to
21 per cent of the total population
over the same period. Since there will
be relatively fewer young workers in
the future, employers will need to train
and retrain workers already in the
labour force.

The Canadian IALS report points out
that literacy skills are not "fixed" for-
everindividuals can lose skills after
they leave school, through lack of use, or
they can gain skills, through practice and
additional training. It makes it clear that
literacy can be influenced by what people
choose to do after leaving schooland
that workplace experiences are a key to
continued literacy.3 Now, and for the
foreseeable future, literacy will be an
important business issue.

Chart 1

Share of Population by Age Group
(percentage)
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Source: The Conference Board of Canada.

2 Canadian Business Task Force on Literacy, Measuring the Costs

of Illiteracy, February 1988.

2 The Conference Board of Canada

3 Statistics Canada, Human Resources Development Canada and

National Literacy Secretariat, Reading the Future: A Portrait of

Literacy in Canada (Ottawa, 1996), p. 27.
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What Is Literacy?

The definition of literacy has changed considerably over the past 20 years. This is significant because the more complex

definitions and concepts that have recently been developed facilitate more sophisticated assessments and evaluations of

the impact of enhanced literacy skills on economic well-being. They also support the introduction of increasingly

sophisticated and effective initiatives to bring about improvements in literacy in the workplace.

Early work in the literacy field defined literacy as a condition that adults either have or do not have. The problems with

this approach are that it fails to take into account the multifaceted nature of literacy; it ignores the reality that skills are

a moving target because of the changing nature of the skills required to function effectively in the labour market; and it

ignores the fact that literacy is about lifelong learning and that literacy skills are maintained and strengthened through

regular use.

By comparison, the International Adult Literacy Survey (IALS), a seven-country comparative study of adult literacy

released in 1996, incorporates the most sophisticated definition of literacy developed to date. The IALS promotes the

definition of literacy as a skill-based proficiency continuumthat is, literacy is a relative rather than an absolute concept.

The IALS defines literacy as: "Using printed and written information to function in society, to achieve one's goals, and to

develop one's knowledge and potential."'

Because the definition of literacy cannot be narrowed down to a single skill or an infinite set of skills able to address every

type of text, the IALS defines three distinct literacy typesprose literacy, document literacy and quantitative literacyand five

levels of proficiency within each type:

Prose Literacythe knowledge and skills needed to understand and use information from texts including editorials, news

stories, poems and fiction.

Document Literacythe knowledge and skills required to locate and use information contained in various formats,

including job applications, payroll forms, transportation schedules, maps, tables and graphics.

Quantitative Literacythe knowledge and skills required to apply arithmetic operations, either alone or sequentially,

to numbers embedded in printed materials, such as balancing a cheque book, figuring out a tip, completing an order form

or determining the amount of interest on a loan from an advertisement.

At Level 1, people have great difficulty with reading. They have few basic skills available to them to interpret and work

with text. Most are aware that they have problems; 22 per cent of Canadians are at this level.

At Level 2, people have limited skillsthey can read, but not very well. Canadians at this level can deal only with material

that is simple and clearly laid out. They often do not recognize their limitations; 26 per cent of Canadians are at this level.

At Level 3, people read well, but might have difficulties with more complex tasks. Many countries consider Level 3 to

be the minimum desired skill level; 32 per cent of Canadians are at this level.

Levels 4 and 5 are the highest levels on the scale. The two levels were combined because there were too few Canadians

at Level 5 to be statistically differentiated from Level 4. Here, people have very high levels of literacy. They have a wide

range of reading skills and can deal easily with complex materials; only 20 per cent of Canadians are at these levels.

The Conference Board employed the IALS definition as the basis for research and analysis for this study. As the most

sophisticated definition currently available, it provides the greatest scope and analytical depth when undertaking assess-

ments of the economic impact of improved literacy skills.

1 Literacy, Economy and Society (Paris and Ottawa: Organisation for Economic Co-operation and Development and Minister of Industry, Canada,1995), p.14.

This study explores the economic
benefits of improving literacy skills in the
workplace from the perspective of both
employers and employees. The Confer-
ence Board recently identified and meas-
ured these benefits by conducting a
survey of 40 employers (see Exhibit 2), as
well as by analysing the data gathered in
the International Adult Literacy Survey.

3 The Conference Board of Canada

A list of the organizations that partici-
pated in the survey is contained in the
Appendix.

Benefits for Employers

Employers offer literacy skills training
to their employees because enhanced
reading, writing and numeracy skills
ultimately contribute to a stronger bottom



The survey findings
confirm that
enhanced literacy
skills affect the
performance of
individual employees
in a variety of ways.

Exhibit 2

About the Survey

The Conference Board of Canada conducted a survey of employers across Canada that are currently offering a

workplace literacy program or have offered a program within the past three years. Many of the 40 organizations that

participated were identified with the assistance of provincial and territorial government departments of education, training

and labour and with the help of labour organizations, deliverers of workplace literacy programs and education

consultants. Others were identified from journal articles describing the experiences of individual firms with workplace

literacy programs and from earlier Conference Board studies.

The participating employers were asked about two aspects of the literacy skills training they offered. First, they were

asked about the literacy skills outcomes that they sought and observed in their employees (i.e., enhanced document

comprehension, manipulation and application). All but two of the employers completed this section of the questionnaire.

Second, they were asked about the benefits they had observed from enhancing their employees' literacy skills. Most

employers said that measuring the impact of enhanced literacy skills on the performance of individual employees and on

the organization was extremely difficult. In fact, half of the 40 employers did not complete this section of the survey. The

remaining 20 employers who had observed benefits took part in a follow-up telephone interview.

line through time savings, lower costs
and improvements in the quality of work.
The Conference Board survey found that
these direct benefits are just the tip of
the iceberg. Other benefits include un-
leashing the potential of individual
employees, cementing stronger labour
management relations, and moving the
entire organization toward achievement
of corporate goals. All of these benefits
from literacy skills training contribute to
the company's bottom-line performance.

Tracking the effects of employee
training on an organization's operations
is very difficult and, as many respondents
noted, prohibitively expensive. For these
reasons, few companies collect quantita-
tive data on the benefits arising from the
training that they deliver to their employ-
ees. This means that it is not currently
possible to derive an overall number that
conveys the dollar value to Canadian
employers of improving their employees'
literacy skills. Nevertheless, many com-
panies were able to provide information
on the qualitative benefits of literacy
training, and discuss the impact on their
organizations.

The Conference Board questionnaire
cited a list of 15 potential benefits arising

4 The Conference Board of Canada

from enhanced literacy skills, as sug-
gested by human capital theory and
by previous studies. Employers were
asked which of these benefits they had
observed. Table 1 shows the benefits
in descending order according to the
number of times they were cited.

The survey findings confirm that
enhanced literacy skills affect the per-
formance of individual employees in
a variety of ways. Concrete benefits to
the organization include reducing the
amount of time required to complete
tasks and process information, reducing
the number of errors in completed jobs
and increasing product quality. There-
fore, enhancing the literacy skills of
employees represents an important
strategy to meet corporate goals such as
reducing costs and improving quality,
both of which are crucial to a firm's
overall competitiveness.

In today's economy, firms cannot stand
still once they become competitive,
because what is successful today may
become outdated tomorrow. One way
employers are coping with rapid change
is by offering employees opportunities to
upgrade and add new skills through
training, as part of a broader effort to



But the survey
findings also indicate
that the benefits to
employers extend
beyond the effects on

individual employees.

Table 1

Ranking of Benefits to Employers

Benefit

Number

of citings

(n=40)

Increased ability to handle training on the job 12

Better team performance 11

Improved labourmanagement relations 10

Increased quality 10

Improved results in job-specific

training/quicker training results 9

Reduced time per task 8

Increased output of products and services 8

Reduced error rate 8

Better health and safety record 7

Reduced wastage 6

Increased retention of employees 6

Increased profitability 6

Increased customer retention 6

Reduced absenteeism 5

Success in transferring employees 5

Source: The Conference Board of Canada.

establish a learning culture within their
organizations.

Enhancing literacy skills offers ad-
ditional valuable benefits to firms. The
most often cited benefit of literacy train-
ing is that it increases the ability of em-
ployees to handle on-the-job training.
Increasingly, employees are expected to
be highly literate so that they can reap the
most benefit from the job-specific training
that employers provide in order to keep
up with the changing marketplace.
Employees who enhance their literacy
skills show improved results in job-specific
training and use the new job skills and
techniques more quickly. As a result,
programs to enhance literacy skills pro-
vide firms with a greater return on every
dollar spent on job training, and firms
reap the gains associated with the new
techniques and skills sooner.

At the core of the direct benefits of
literacy training is the significant impact

5 The Conference Board of Canada
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that it has on the self-esteem and self-
confidence of the participating individuals.
Employers noted that workers with weak
literacy skills are very conscious of this
fact and often try to hide it from their
co-workers. The employees recognize
that this skill deficit has cut them off from
opportunities to advance. Literacy train-
ing offers them the skills they want and
need the most. Once literacy is enhanced,
language takes on more meaning and
ideas are better understood. Employees
have greater confidence in their ability to
communicate, feel more empowered, are
more inclined to take ownership of their
work, become more effective decision
makers, and assume a more engaged and
participative role within their organization.
It is from this starting point that many of
the other benefits arise.

These benefits show how improvements
in an individual employee's performance
help improve the performance of the
organization. But the survey findings
indicate that the benefits to employers
arising from enhanced literacy skills
extend beyond the effects on individual
employees. By offering a literacy skills
training program, firms gained additional
benefits such as better team performance
and improved labourmanagement
relations. These results show that the
benefits of a literacy training program
encompass indirect benefits associated
with the establishment and presence of
the program itself.

Increased Ability to Handle Training on
the Job and Quicker Training Results

Employees who lack confidence in
their ability to communicate are often
intimidated when new materials are
presented to them. This imposes a
huge barrier to job-specific training.
By strengthening their ability to work
with oral and written materials, literacy



A more literate
employee delivers
better training
results sooner,
providing more
bang for every
training buck.

Successful teamwork
requires understanding
and communication:
strong literacy skills
provide both.

Companies are often
surprised at the
extent to which
literacy training
contributes to better
labourmanagement
relations.

training enables people to grasp new
concepts more easily. A more literate
employee delivers better training results
sooner, providing more bang for every
training buck.

Furthermore, as their self-confidence
improves with better literacy skills,
employees become more willing to accept
new duties. These benefits from literacy
training are important to any business
that needs to upgrade the skills of its
workforce in order to keep pace with
the changing economic environment.
Employers help ensure that their work-
force has command of the necessary
skills to respond to the competitive
challenges by cultivating a strong learn-
ing culture in their organization. Estab-
lishing literacy training programs helps
to achieve this end.

"It has been our experience that
when we strengthen the literacy skills

of employees, they become more
comfortable working in areas that

involve writing skills and, as a
consequence, are more willing to

accept new duties."

Garold Danyluk, Operations
Superintendent, Husky Oil Ltd.,

Lloydminster, Saskatchewan

Better Team Performance

Successful teamwork requires under-
standing and communication: strong
literacy skills provide both. Employees
with strong literacy skills are able to
collect information that enables them to
learn about areas of the organization
other than their own. This strengthens
the employees' broad understanding of
the contribution their actions make to the
organization and how their choices affect
their co-workers.

6 The Conference Board of Canada

"Stronger reading comprehension
skills have given employees a better
understanding of the entire business,

not only their own specific areas."

Dave Nichols, Training Specialist,
Imperial Oil Resources Ltd.,

Redcliff, Alberta

In the context of team performance,
literacy skills go beyond reading and
writing to take in a continuum that also
includes oral communication. A team's
overall performance benefits from the
contributions of employees who are
willing to express ideas and to participate
in group discussions. As an added ben-
efit, the sense of collaboration in a learn-
ing environment that is encouraged in
a literacy training program often survives
the classroom to cement the value of
work-related team concepts.

"As employees learn to take part in
group discussions and problem
solving, they realize that thinking

belongs to all people."

Gary Pharness, Consultant, Hastings
Institute Inc./City of Vancouver,

British Columbia

Improved LabourManagement Relations

Labour and management often point
to workplace literacy training as an
example of how they can work together.
Companies are often surprised at the
extent to which literacy training contrib-
utes to better labourmanagement rela-
tions. Employees value the courses and
view their existence as a signal that
management is prepared to invest in
them. Ultimately, enhanced literacy
skills support the objectives of both

0



Employees who
are confidentconfident
communicators are
more likely to speak
up and provide
valuable feedback.

They need less time 110-

to complete tasks
and can produce
more goods and
services.

labour and management. Unions view
enhanced literacy as a means to promote
from within and strengthen the job
security of their membership, while
management is eager to upgrade skills to
improve productivity.

"The program offered to enhance
literacy skills has gone a long way

toward improving labour
management relations. It has instilled

a greater sense of trust between
labour and management and has
provided a very good example of
how the two can work together"

Michael McGill, Town Engineer,
Town of Truro, Nova Scotia

Increased Quality

A more engaged and participative
workforce, arising from the employees'
improved self-esteem and greater confi-
dence in their ability to communicate,
allows employers to benefit more from
the knowledge employees possess.
Employees who are confident communi-
cators are more likely to speak up and
provide valuable feedback affecting
product quality and organizational
productivity. By tapping into this knowl-
edge, companies can improve the quality
of their products and services.

An example of this is found at the
Valley View Villa nursing home in
Stellarton, Nova Scotia. Traditional care
offered in nursing homes has focused on
meeting the basic health-care needs of the
residents. The literacy skills training
offered at Valley View Villa instilled
stronger self-esteem and self-confidence
in the participating employees, which, in
turn, led them to become more engaged
with their work environment. This sense
of involvement proved valuable when
the organization set out to identify the

7 The Conference Board of Canada

broader lifestyle needs of its residents.
All of the employees who worked with
the residents were given the opportunity
to provide input.

Reduced Time per Task

Enhanced literacy skills reduce the
time needed to process written infor-
mation, such as operating manuals, and
to complete paperwork. Employees with
stronger literacy skills assume ownership,
become more active thinkers and need
less time to complete tasks. Furthermore,
literacy skills training makes employees
better communicators who can work
together more efficiently and effectively
to get a job done.

"Greater confidence in processing
written material and in making

decisions shortened the time to get
work done."

Fred Adair Training Co-ordinator
Miramichi Trades and Labour Union,

New Brunswick

Increased Output

Improved literacy skills increase the
amount of goods and services that em-
ployees are able to produce. This is a
direct result of their having greater
confidence in their ability to act on
materials they read and information
they hear. As employees strengthen their
literacy skills, they become more confi-
dent decision makers, spend less time
depending on co-workers and have more
time to do their job and to be creative.
This was the experience at the Breton Bay
long-term care facility in Sydney, Nova
Scotia. Breton Bay employees who im-
proved their communications skills by
participating in the literacy program
used these new skills to make some



Employees with
higher literacy skills
are more likely to
understand, accept
and conform to
health and safety
directives.

Corporate goals are
more clearly
understood by
these employees,
as are the
implications for
how they carry out
their responsibilities.

contributions to the organization, including
involvement in teams set up to improve
service quality and efficiency.

Reduced Error Rate

Employees with stronger literacy
skills have improved comprehension,
pay greater attention to detail and have
a better and more confident command
of language. These employees are more
likely to check details when not certain,
commit fewer errors in paperwork and
follow instructions better. The outcome
can be significant cost savings for the
employer.

Better Health and Safety Record

Because they follow instructions more
closely and are easier to train, employees
with higher literacy skills are more likely
to understand, accept and conform to
health and safety directives in the work-
place. A highly skilled employee is better
prepared to understand health and safety
procedures and their implications, and
therefore is more open to change. At the
same time, these employees have a
greater ability to process information, are
more confident in their ability to com-
municate and are more likely to question
new or existing procedures, leading to the
development of better health and safety
practices.

Increased Profitability

A more literate, informed and engaged
workforce has a greater sense of the entire
organization, is more likely to offer cost-
saving suggestions and has an improved
sense of how individual actions affect the
bottom line. Corporate goals are more
clearly understood by these employees,
as are the implications for how they carry
out their responsibilities. All this helps to
ensure that the entire organization is
moving in the same direction; this

8 The Conference Board of Canada

alignment can make an important contri-
bution to increasing profitability.

At Breton Bay, enhanced literacy skills
led to a better understanding and a more
positive approach to the idea of the
bottom line. According to Bev Justin,
Director of Clinical Services/Education
Quality Management, stronger literacy
skills helped employees gain a greater
understanding of the budgeting process;
moreover, these employees took it upon
themselves to share this knowledge with
others.

"By improving the literacy skills and
team-building skills of staff at our

facility, our organization has become
more focused, because the vision
and priorities developed through

consultation are understood at the
front line. This development has

proven to be very beneficial to our
non-profit charitable organization,
allowing us to survive these very

tough times in health care."

Rhonda Marks, Administrative
Assistant, Twin Oaks/Birches

Continuing Care Centre,
Musquodoboit Harbour, Nova Scotia

Increased Retention of Employees

The establishment of literacy skills
training is viewed by employees as a sign
that companies value education and are
prepared to encourage a learning culture
within the organization. Literacy training is
often the first step in an ongoing learning
process; it opens the door to more training
opportunities. It also allows employees to
achieve personal goals and keep pace
with a changing workplace that increas-
ingly demands skills enhancement.

An example of this is found at the
Cavendish Farms processing plant
in Prince Edward Island. The new

12



Stronger
communication
skills help employees
identify and meet
customer needs
faster and more
effectively.

Firms that invest >
in the personal
and professional
development of
their employees
benefit from
stronger workforce
commitment.

food-processing facility, which is com-
pletely computerized, attracted employ-
ees who had enhanced their literacy skills
through a workplace literacy program.
It was the experience of Cavendish Farms
that capable employees whose skills did
not match the job requirements did not
apply for the new positions.

"The literacy program has enabled
employees to improve their position

within our workplace and, on a
couple of occasions, allowed them to

move into positions that were
unattainable with their former level of

education."

Michael McGill, Town Engineer,
Town of Truro, Nova Scotia

In some cases, literacy training leads to
recognized certification in skilled trades,
followed by promotions, for employees
with several years of on-the-job experi-
ence. In areas where there is a limited
supply of labour, the ability to promote
from within is very useful to employers.
In addition to getting more value from
the knowledge current employees pos-
sess, employers avoid the considerable
cost associated with hiring and training
new employees.

Increased Retention of Customers

Stronger communication skills help
employees identify and meet customer
needs faster and more effectively. The
result is satisfied customers who are more
likely to continue their business relation-
ship with the organization. For example,
Pitney Bowes of Canada Ltd. has found
in repeated customer surveys that the
quality of the contact between the client
and the customer service representative
is a major determinant of brand loyalty.

9 The Conference Board of Canada
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Literacy training can help to ensure that
representatives of the company are
effective communicators. In addition,
businesses benefit when they are per-
ceived as progressive employers who
invest in their communities.

Reduced Absenteeism

Firms that invest in the personal and
professional development of their em-
ployees benefit from stronger workforce
commitment. The provision of literacy
training is viewed by employees as a
signal that they and their contributions
are valued by the organization. Employ-
ees gain satisfaction from working in an
environment where they are respected
and have an opportunity to develop. The
opportunity to improve literacy skills
contributes to such an understanding and
helps reduce the level of absenteeism.

Absenteeism is further reduced as
employees reach a higher comfort level in
using written materials and communicat-
ing. Furthermore, because employees with
stronger literacy skills have a broader
perspective on how their actions affect
the bottom line, they are less likely to be
absent from work. Altogether, employers
benefit from a more committed workforce
and from the cost savings associated with
not having to recruit and train individ-
uals to fill positions on a temporary basis.

Organizational Flexibility
Employees with stronger literacy

and communications skills move up
the learning curve in new positions
more quickly because their information-
processing skills and ability to articulate
ideas help them to adjust more easily to
a new environment. As people become
more willing to express their ideas,
employers have an opportunity to
identify the talents and potential of those
who may be better employed elsewhere



The benefits to
employers derive
from unleashing
the potential
and creativity of
employees.

The employees gain
important benefits
as well.

For example,
employees with
higher literacy skills
generally earn more
than those with
lower literacy skills.

in the organization. This was the case at
Valley View Villa, where following the
completion of the literacy program, a
housekeeper who was found to work
very well with seniors is now employed
as a physiotherapy aide.

A WinWin Proposition
All organizations face the same com-

petitive challenges, regardless of the
nature of their operation. Their success in
facing the changes that lie ahead depends
in large part on how they capitalize on
the most important resource that they all
sharetheir people.

The underlying benefit to employers
of enhancing literacy skills in the work-
place is that it unleashes the potential
and creativity of employees. The new ideas
needed to move businesses forward will
materialize when employees are given the
skills necessary to communicate ideas
effectively.

Benefits for Employees

Employees, as well as employers,
gain significant benefits when they
improve their literacy skills. Data from
the Canadian portion of the International
Adult Literacy Survey reveal that
workers with higher literacy skills
earn more income, are less likely to be
unemployed, experience shorter periods
of unemployment, are more likely to
find full-time rather than part-time
work, and are more likely to receive
further training.

Higher Earnings

There is a strong association between
literacy skills and employment earnings
in Canada. While the effect is not uniform
across all levels of literacy, employees
with higher literacy skills generally earn
more than those with lower literacy skills.
Economic theory postulates that the
higher employment income reflects the
higher productivity of workers with
enhanced literacy skills. Chart 2 shows
the ageincome profiles of typical male
and female employees with low and high
document literacy skills.4 The shape of
the profiles reflects the fact that, on
average, workers earn less income at the
beginning and toward the end' of their
careers. Peak earnings occur at age 44 for
males with high document literacy skills
and age 39 for males with low document
literacy skills. For women, peak earnings
occur at age 47 for those with high lit-
eracy skills and age 45 for those with
low literacy skills. Income profiles for
prose and quantitative literacy reveal
similar shapes.

Over an employee's working lifetime,
a male with high document literacy
skills can expect to earn $1,743,000
in pre-tax income, while a male with
low literacy skills can expect to earn
$1,158,000.5 Thus, the male with higher
literacy skills makes an extra $585,000
over his lifetime.6 For female employees,
those with high document literacy skills
can expect to earn $1,242,000 over their
lifetime, compared with $559,000

4 Throughout this section, the term "low" literacy refers to Level 1

literacy as defined by the IALS and "high" literacy refers to Level

4/5 literacy (see Exhibit 1). The discussion here compares only

the lowest and highest literacy levels, thereby indicating the

largest scope of differences among literacy levels.

5 Pre-tax income has been used throughout this study.
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6 Many studies use the concept of present value, or discounting,

to compare alternative future streams of income. Discounting

the figures in this study does not change the conclusion that
individuals with high literacy skills earn more, over time, than

those with low literacy skills. For example, using a 6 per cent

rate to discount the lifetime earnings to their value in 1994, the

year of the IALS survey, results in earnings of $358,000 for
males with low literacy skills and $453,000 for those with high

literacy skills.
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Chart 2

Lifetime Pre-Tax Employment Income Profile by Literacy Level and Age, Canada
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for those with low literacy skills. This
represents a difference of $683,000.
Similar results were obtained using the
prose and quantitative literacy scales
(see Charts 3 and 4).

As Chart 2 indicated, male and female
employees with the same document

Chart 3

Estimated Lifetime Employment
Earnings by Literacy Type and Level,
Males
(thousands 1994 $)
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Sources: IALS The Conference Board of Canada.
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literacy skills do not earn the same amount
of income. Over their working lifetime,
women with high document literacy skills
earn 71 per cent of what similar men earn,
and women with low document literacy
skills earn just 48 per cent of what similar
men earn. This is not surprising, given

Chart 4

Estimated Lifetime Employment
Earnings by Literacy Type and Level,
Females
(thousands 1994 $)
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The earnings gap is
greater for women
than for men.

Males with high
literacy skills had a
lower incidence of
unemployment than
those with low
literacy skills.

that numerous studies have charted the
malefemale earnings gap. Yet Charts 3
and 4 do reveal an interesting point
there is greater economic incentive for
females to obtain higher literacy skills.
Females with high document literacy
skills earn 122 per cent more than females
with low literacy skills, while males with
high document literacy earn 51 per cent
more than those with low literacy. Gener-
ally speaking, then, the earnings gap
between those with high and low literacy
levels is greater for Canadian women
than for Canadian men.

Decreased Incidence of Unemployment

The strong relationship between
literacy and earnings is clear. But other
indicators emphasize the importance of
improving literacy skills as well.

For each of the three literacy types,
males with high literacy skills had a
lower incidence of unemployment than
those with low literacy skills. Table 2
shows that, of males with low document
literacy skills, 20 per cent were unem-
ployed, while only 4 per cent with high

document literacy skills were unem-
ployed. The comparable figures for prose
literacy are 22 per cent and 3 per cent;
and 23 per cent and 3 per cent for quanti-
tative literacy.

The correlation between literacy skills
and unemployment is not as strong for
females, which suggests that improving
literacy skills does not significantly
decrease the incidence of unemployment
for women. However, this conclusion
would be misleading, as shown by the
employment figures in Table 2. Only
34 per cent of females with low document
literacy skills were employed, compared
with 70 per cent of those with high
document literacy skills. The seeming
discrepancy between the unemployment
and employment indicators can be
explained by the fact that the proportion
of women who are considered part of the
labour force (i.e., employed or unem-
ployed and looking for work) is much
lower than the proportion of men. More
than 80 per cent of men in the survey are
considered to be in the labour force, while
approximately 63 per cent of women are.

Table 2

Employment Indicators by Literacy Type and Level

Proportion of Proportion working

Unemployment Employment unemployed workers part time because

rate rate who have been unemployed they could not

(per cent) (per cent) for longer than one year find full-time work

Male Female Male Female Male Female Male Female

Document Literacy

Level 1 20 7 50 34 55 37 64 19

Level 4/5 4 7 80 70 34 51 7 27

Prose Literacy

Level 1 22 7 51 34 47 33 76 22

Level 4/5 3 3 82 69 19 13 26 22

Quantitative Literacy

Level 1 23 7 54 32 47 34 40 22

Level 4/5 3 4 83 74 31 7 21 20

Sources: IALS; The Conference Board of Canada.
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Higher literacy
skills also have
an effect on the
duration of
unemployment.

Individuals with
high literacy skills
are more likely to
find full-time work
and to receive
further training.

There is a large contingent of women
(22 per cent) who described their current
work situation as that of homemaker.
This may mean that women who cannot
find work, regardless of their literacy skill
levels, drop out of the labour force and
are not counted in the unemployment
figures. This may account for the similar
unemployment rates for women who
have different literacy levels.

Table 2 illustrates that men with higher
literacy skills are also more likely to be
employed than those with lower literacy
skills. For example, 51 per cent of men
with Level 1 prose literacy are employed,
while 82 per cent of those with Level 4/5
are employed. Similar figures prevail for
document and quantitative literacy.

Higher literacy skills also have an
effect on the duration of unemployment.
In general, the lower the literacy level, the
more likely it is that the person will be
unemployed for longer than one year. For
example, 47 per cent of unemployed males
with low quantitative literacy skills had
been out of work for longer than one year,
compared with 31 per cent of those with
high quantitative literacy skills. The one
exception is females on the document
literacy scale. The proportion of females
out of work for longer than one year with
high document literacy skills is greater
than that of females with low document
literacy skills.

More Full-Time Employment

Individuals with high literacy skills
who are looking for full-time work are
more likely to find it than those with low
literacy skills. Of men who work part
time, 64 per cent of those with low docu-
ment literacy skills said that they work
part time because they could not find full-
time employment, but only 7 per cent
with high document skills gave that
reason. The main reason (86 per cent in

13 The Conference Board of Canada
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the case of document literacy) that men
with high literacy skills worked part time
was to attend school. In other words,
part-time employment for those with
high literacy skills tends to be voluntary,
whereas more than half of those with low
literacy skills who work part time do so
involuntarily.

Table 2 shows that a similar proportion
of women with high and low literacy skills
work part time because they could not
find full-time work. Women with high
literacy skills are more likely to mention
school and child-care responsibilities as
reasons for working part time. For exam-
ple, 19 per cent of women with high
document literacy skills worked part time
because they were going to school, and
15 per cent cited child-care responsibilities.
Only 9 per cent of women with low docu-
ment literacy skills cited schooling and
2 per cent gave child-care responsibilities
as the reason.

More Training

Employees with high literacy skills are
more likely to receive further training and
education. In the IALS, only 1 in 10 male
employees with low document literacy
skills had received training or education
in the year prior to the survey, compared
with about 6 out of 10 with high document
literacy skills (see Chart 5). Similar figures
were obtained for prose and quantitative
literacy skills. Female employees are also
more likely to receive training if they
have higher literacy skills (see Chart 6).
About 2 in 10 women with Level 1 docu-
ment literacy had received some form of
training or education in the previous
year, compared with more than 6 in 10
with Level 4/5 document literacy skills.

The fact that employees with higher
literacy skills get more training is signifi-
cant, since other studies emphasize that
employee training leads to greater



Chart 5
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Chart 7

Proportion of Employees Receiving
Employer-Sponsored Training by
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productivity and hence higher earnings,
less incidence of unemployment and job
instability, and increased opportunities
for job mobility and advancement. Indi-
viduals entering the labour force with
inadequate literacy skills find it more
difficult to remedy these deficiencies.
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Chart 6

Proportion of Employees Receiving
Training by Literacy Type and Level,
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Chart 8

Proportion of Employees Receiving
Employer-Sponsored Training by
Literacy Type and Level, Females
(percentage)
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This is particularly true when looking
at employer-sponsored training (see
Charts 7 and 8). Women and men with
high literacy skills are, on average, five
times more likely to receive employer-
sponsored training than those with low
literacy skills. For example, 7 per cent of

its



High-literacy
individuals have
an average annual
income that is
approximately
double that of
individuals with
low literacy skills.

Employees' literacy
skills do not survive
if left unused.

men with low document literacy skills
receive employer-sponsored training,
compared with 34 per cent of men with
high document literacy skills.

How the Benefits Add Up
For individuals with higher literacy

skills, the dollar value attached to the
factors of lower unemployment, more
full-time work and the higher probability
of receiving training is significant. Weight-
ing the average annual incomes (from all
sources) associated with each of these
factors by the appropriate sample size,
the average annual incomes of "typical"
high-literacy and low-literacy individuals
can be compared. The average male with
high document literacy skills had an
annual income of $43,495 in 1994 (see
Chart 9). The average income for a male
with low document literacy skills was
$24,029. A female with high document
literacy skills had an income of $27,424;
the income of a female with low docu-
ment literacy skills was $13,964 (see
Chart 10). The higher income enjoyed by
those with higher literacy skills reflects
not only increased employment earnings,
but also the greater probability of being
employed, of finding full-time work and
of receiving training. These factors result
in an average annual income for high-
literacy individuals that is approximately
double that of individuals with low
literacy skills.

Call to Action

This study provides concrete evidence
that literacy matters to both employers
and employees. Yet, even though the
evidence is powerful, the message has
not reached many Canadian workplaces.
Many employers have not yet recognized
that a decision to invest in literacy will
have a positive overall impact on their
organization and their bottom line.
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Chart 9

Average Annual Income by Literacy
Type and Level, Males
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Chart 10

Average Annual Income by Literacy
Type and Level, Females
(1994 $)
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Many are also unaware that employees'
skills do not survive if left unused. The
axiom "use it or lose it" applies here:
literacy skills developed through training
have to be exercised regularly in literacy-
rich jobs if employees are to maintain the
gains they have made.



Not enough literacy [st,

skills training,
development and
application are going
on in Canada's
workplaces to meet
our national needs.

A culture of learning It.

in the workplace is
essential to remain
competitive in world
markets.

Similarly, many employees are un-
aware that a decision to improve their
literacy skills will also improve their
chances for success in the workplace.
The result is that not enough literacy skills
training, development and application
are going on in Canada's workplaces to
meet our national needs.

What can Canadians do to improve
the situation? First, we can take action to
raise awareness of the importance and
value of improving literacy in the work-
place. Above all, we can demonstrate the
linkages among literacy skills, workforce
development and economic prosperity.
Many individuals and organizations can
play a role here.

Employers who already run literacy
programs and know their value can help
by spreading the message, especially to
their fellow employers. A call to action
from one employer to another would
build support and encourage more busi-
nesses to get involved in literacy training.
Employees can play an active role by
spreading the word about the benefits
of literacy training among their co-
workers. If they have enjoyed real ben-
efits from their participation in literacy
training they will encourage more em-
ployees to get involved. Governments,
too, can help, by disseminating research
findings about the economic importance
of workplace literacy to employers and
employees across Canada. This will help
raise awareness and build buy-in at the
business level.

Second, employers, possibly supported
by governments, can establish more
literacy training programs in their
workplaces and provide more places in
those programs for employees who wish
to take part. Employers can work with

16 The Conference Board of Canada

their employeesand, if applicable, with
unionsto determine what type of train-
ing is most needed and to create programs
to meet the need.

Third, we can enhance the literacy
component of existing jobs and create
more literacy-rich jobs. Literacy skills
developed through training can be
applied to produce more value-added
products and services.

Fourth, we can develop public policies
to strengthen literacy skills. Governments
are already providing support and
encouragement. For example, the federal
government's National Literacy Secre-
tariat funds research into effective prac-
tices and supports pilot projects and
other initiatives to enhance skills. Provin-
cial governments are also providing
resources for literacy activities. In addi-
tion, governments can help to build
broad support for workplace literacy
by implementing labour market policies
aimed at improving the ability of workers
to acquire and enhance literacy skills.

These initiatives can be seen as part
of a larger effort to encourage employers
and employees to work together to
create a culture of learning in the work-
place, which in the long run is essential
for Canadian businesses to remain com-
petitive in world markets. Ultimately,
investing in literacy skills development
as an integral part of overall training
and development in the workplace will
benefit us all. Employees who take part
in training programs will experience a
significant personal return. Businesses that
engage in literacy skills development will
become more competitive and increase
their profitability. Governments that
support these initiatives will be helping
to build a more prosperous nation.
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APPENDIX: SURVEY PARTICIPANTS

Newfoundland
Newfoundland and Labrador Hydro

Prince Edward Island
Cavendish Farms

Nova Scotia
Crossley Carpet Mills Limited
Hillcrest Manors Ltd.
Northside Harbourview Hospital

Corporation
St. Martha's Regional Hospital
St. Vincent's Guest House
Scotia Nursing Homes Limited
Shannex Health Care Management/

Breton Bay Nursing Home
Town of Truro
Twin Oaks/Birches Continuing Care

Centre
Valley View Villa
Western Regional Health Centre

New Brunswick
Miramichi Trades and Labour Union
Noranda Mining and Exploration Inc.,

New Brunswick Divisions
Noranda Mining and Exploration Inc.,

Brunswick Smelting Division
T.S. Simms & Co. Limited

Quebec
Abitibi Consolidated
Alcatel Cable
Cooperative forestiere de Petit Paris
Culinar Canada (Division de Culinar Inc.)
Kraft Canada Inc.
Produits forestiers Alliance inc.
Usine de Congelation de St-Bruno Inc.
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Ontario
Gay Lea Foods Co-Operative Limited
James River-Marathon, Ltd.
Pitney Bowes of Canada Ltd.
Volex Capulum Inc.

Manitoba
Bristol Aerospace Limited
Manitoba Pool Elevators
Molson Breweries

Saskatchewan
City of Saskatoon
Husky Oil Ltd.
Saskatchewan Environment and Resource

Management, Government of
Saskatchewan

Alberta
Alta Steel Ltd.
The Calgary Herald
Imperial Oil Resources Limited
Syncrude Canada Ltd.

British Columbia
Hastings Institute Inc./City of Vancouver

Note: One participating organization
preferred not to be listed.
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