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Apprenticeships
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Useful Alternative, Tough to Implement

By GaiL HerioT

EXECUTIVE SUMMARY

college education is not everyone’s cup of
tea. The United States needs other ways to
instill job skills in the younger generation.
The German apprenticeship system is
sometimes viewed as an appealing alterna-
tive. But substantially increasing apprenticeship opportu-
nities in the United States may not be as easy or inviting
as it sounds. The German model depends for its success
on strong unions and professional licensing requirements.
Applying the German method to the United States would
require huge—and, for some, hugely unpopular—changes to
the structure of the economy:

Successfully expanding the availability of apprentice-
ships in the United States will therefore require real
thought. Any American-style apprenticeship model
will need to deal effectively with the age-old problem of
the “runaway apprentice”—the apprentice who leaves
his employer after the employer has invested time and

energy in training him, but before the apprentice has
been useful enough to make the employer’s investment
worthwhile.

In centuries past, the problem was dealt with by jailing
runaway apprentices. Today, Germany instead denies
them union membership or professional licenses. The
dominant solution in the United States has been to try to
teach job skills at publicly subsidized educational institu-
tions, so students will emerge already valuable to employ-
ers, in theory making apprenticeships unnecessary. But
this method has not been a smashing success.

This paper discusses various ways to encourage ap-
prenticeships—from ensuring that potential apprentices
can borrow money to finance apprenticeships in the way
they currently borrow for college (thus allowing the em-
ployer to avoid having to pay an apprentice more than he
is initially worth) to more elaborate public subsidies and
changes in the law.

Gail Heriot is a professor at the University of San Diego School of Law and a member of the United States Commission on Civil Rights.
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INTRODUCTION

The golden key to a great future is a college
education—or so we have been told. But one
size does not fit all. Even the most zealous ad-
vocates of college education will usually agree
(1) that not everyone wants to or should go to
college, and (2) that not all useful learning is
best conveyed in a college setting.

These days more and more Americans—
including many who teach at traditional col-
leges and universities—have serious concerns
about the ability of these institutions to pro-
vide young people with the kinds of skills they
need to succeed in the labor market. As part
of that concern, many have been calling for a
greater emphasis on alternatives to traditional
higher education, including apprenticeships.’

Centuries ago, vocational training in the
United States was dominated by apprentice-
ships, and they continue to exist in some sec-
tors of the labor force, particularly unionized
and licensed building trades. Sometimes they
are stand-alone programs and sometimes they
are coupled with college classes, most com-
monly at the community college level. But in
general, the American economy has evolved
away from that model. These days apprentice-
ship opportunities are extremely limited.”

By contrast, in Germany, the apprentice-
ship model is alive and well and strongly sup-
ported by the government. Apprenticeships
are available for hundreds of recognized vo-
cations, from banker to plumber to optician,
and considerably more than half of young
Germans sign up for one or more of them.
Typically, a German apprenticeship involves
“dual” training—with an on-the-job element
and a classroom element at a vocational
school. Germany’s extensive apprenticeship
program is often held out as an example for
this country:.

Alas, replicating the German model in the
United States may not be such a good idea. The
purpose of this paper is more to point out some
of the pitfalls that efforts to create more ap-
prenticeships here will face. While Germany’s
program is in many ways admirable, it needs
to be emphasized that this is not Germany,

and most Americans wouldn’t want it to be.
The German apprenticeship system depends
in significant part on the existence of strong
unions and complex professional licensing re-
quirements for its success, both of which tend
to exclude competition from outsiders to the
system. That, in turn, curbs labor freedom and
innovation and raises production costs. Those
“carrots”—union membership and professional
licenses—do, though, give apprentices a strong
incentive to stay in their apprenticeships long
enough for their employer’s investment in their
training to pay off. As I hope to explain, with-
out similar mechanisms, this country probably
cannot sustain a large-scale system of appren-
ticeships along the lines of the German model.

That doesn’t mean that all is lost for ad-
vocates of apprenticeships. While it may be
unlikely that the United States will create an
effective system of apprenticeships as exten-
sive as Germany’s, there are things that can be
done to increase the number of stand-alone or
school-sponsored apprenticeships. This paper
discusses possible modest steps in that direc-
tion. Even if these steps are not embraced by
the nation, they may help start a realistic con-
versation about the ways in which apprentice-
ships can be taken seriously as an alternative
or supplement to higher education.

Three questions need to be addressed here:
() why traditional colleges and universities
are ill-suited to the task of general vocational
education; (2) why apprenticeships don’t work
without a mechanism for ensuring that em-
ployers will see a return on their investment
into the apprentices’ training; and (3) how an
American-style system of apprenticeships
might be able to overcome the return-on-
investment problem.

TRADITIONAL HIGHER
EDUCATION: SLOW TO PERCEIVE
JOBS OF THE FUTURE AND
TRAIN PEOPLE FOR THEM

Few would gainsay the notion that, for many
tasks, hands-on training is the most effective
way to learn. Indeed, in view of the generally



disappointing graduation rates at both four-
and two-year colleges, it may be that, at least
for some students, hands-on learning would be
more enjoyable, in keeping with their hopes for
their futures, and more effective.? If you want
to learn how to construct a stone wall, class-
room learning will take you only so far. What
you really need to do is break it down into each
step and watch someone who knows what he’s
doing perform that step. Then, under his close
supervision, try each of the steps yourself, put
them together, and build a wall. Over time,
you will observe most of the things that can go
wrong and how an experienced practitioner of
the art of stone masonry deals with those prob-
lems. At some point, you will be a stonemason,
not just a stonemason’s assistant.

But let’s put that very important point
aside, since that’s only part of the problem with
viewing colleges and universities as our prima-
ry vehicle for instilling job skills in young peo-
ple. Even when dealing with vocational knowl-
edge and skills that can be learned in a lecture
hall or seminar room, traditional colleges and
universities will not always be the best insti-
tutions to teach them. Their tendency will be
to lag behind the times—training students for
the jobs of yesterday rather than the jobs of to-
morrow. Even when they have correctly iden-
tified the right jobs, when the skills necessary
to hold those jobs are subject to rapid or even
not-so-rapid change, colleges and universities
may tend toward teaching outmoded skills or
skills that serve the needs and desires of the
faculty rather than of the students.

Put differently, if we depended on tradi-
tional higher education to provide all of our
vocational education needs, we might be
turning out hordes of travel agents, despite
the collapse of that industry in the age of
the Internet. Worse still, those travel agents
might not have the practical skills necessary
to book travel, such as the ability to navigate
Travelocity, Orbitz, Priceline, or other travel-
related websites. Instead, they might be very
knowledgeable about the travel habits of the
19th century English aristocracy, because that
was the topic of their professor’s dissertation.

Never lose sight of the fact that traditional
colleges and universities have been explic-
itly designed to be resistant to external and
even internal political pressure. That’s what
academic freedom, faculty governance on aca-
demic issues, and tenure are all about.* They
are intended to make institutions and individ-
ual faculty members resistant to political in-
fluence. Meanwhile, massive public subsidies
largely insulate them from market discipline.
These factors combine to make colleges and
universities ill-suited to respond nimbly to an
ever-changing job market.

Consider, for example, the curriculum. The
power to influence what is taught at a college
or university is highly dispersed. Each institu-
tion confers that authority largely on its facul-
ty members, both individually and collective-
ly; most are tenured and have a strong interest
in preserving their turf. This creates a certain
level of inertia that makes colleges and univer-
sities ill-equipped for the task of training stu-
dents for vocations that are subject to broad
swings in demand or to significant changes in
the skills required.

It would take huge changes in the way tra-
ditional colleges and universities are struc-
tured—changes that would render them nearly
unrecognizable as institutions—to make them
reasonably suited to the task of broad-based
vocational education. At best, they would look
more like proprietary universities like the
University of Phoenix, which operate mainly
through part-time instructors who work by
day in the area they teach by night.

That doesn’t mean that traditional colleges
and universities should be largely replaced with
institutions like the University of Phoenix. No
institution can be all things to all people. Tra-
ditionally, vocational training and higher edu-
cation have been thought to be two very dif-
ferent things. A classical liberal arts education
was meant to convey certain bodies of timeless
knowledge. It was (and is) hoped that in learn-
ing about the poetry of Basho, Newtonian
physics, or the American Civil War, students
would broaden as well as sharpen their minds
and mature into thinking adults and citizens.
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Academic freedom, shared governance,
and tenure evolved as a means to support that
model of higher education. They make it diffi-
cult (though unfortunately not impossible) for
educational fads to take hold on campuses, and
give the concept of a classical liberal education
a fighting chance against the pressures of the
everyday. For both good and ill, academia is
supposed to be an ivory tower.

One can buy into the notion that a liberal
arts education is timeless and much more than
simply vocational training or one can dismiss it
as elitist puffery. It matters not for the purpos-
es of this paper. The point is simply that tradi-
tional colleges and universities will be institu-
tionally ill-suited to the task of deciding which
vocations the economy is likely to need in the
future and what skills need to be taught in or-
der to qualify students for those vocations.
That is unlikely to change in the near future.

High schools may be marginally better—or
marginally worse—at these tasks. On the one
hand, even more than traditional colleges and
universities, high schools are largely cut off
from market discipline. And while not all high
schools operate under a system of tenure for
teachers, many do, and those that don’t usually
operate under a system of de facto job security.
Those two factors combine to create prob-
lems for a system of vocational education at
the high school level that responds well to the
actual labor market. On the other hand, cur-
riculum is more centrally controlled, which, in
the context of public schooling, may work as
an advantage, since it decreases the ability of
teachers to defeat reform proposals and main-
tain the status quo for self-interested reasons.

It is not impossible for colleges and univer-
sities (or for high schools) to do a better job
than they currently do at providing vocational
training. But expectations should be kept low.
In many respects, we have a “socialized” sys-
tem of education. We should not be surprised
to learn that socialism creates problems here,
just as it does everywhere else. Faculty and
staft tend to be insulated from responsibil-
ity for the success of their actions; their pay-
checks are usually secure no matter what. This

is hardly the kind of incentive that leads to
innovative strides. Of course, the problems
created by socialism are by no means limited
to vocational training. Rather, they are just a
little easier to see in this area.

APPRENTICESHIPS AND
THE IVORY TOWER

This is where apprenticeships—particularly
stand-alone apprenticeships—can come in. No
individual person or institution has access to
broad and reliable knowledge about where the
jobs of the future will be. That knowledge is
dispersed among hundreds of thousands of en-
terprises of various kinds around the country
and around the world. That is a significant part
of the reason that apprenticeships—learning a
vocation from working directly with someone
who is already engaged in that trade—can be a
good idea. Few know more about whether the
number of jobs in a particular category is likely
to increase than those already in that job cat-
egory (or employing individuals in that catego-
ry). When a sorcerer takes on an apprentice,
it is because he anticipates that he is going
to need help taking care of his business over
the course of that apprenticeship. He may be
wrong. But he probably has a better shot at be-
ing right than anybody else.

This is particularly the case when it comes
to various highly specialized jobs that are so
few in number that no high school, college, or
university program could ever be organized to
turn them out. Where does one go to learn to
be an artisan cheese maker? Or a glass blower?®
Even the market for printing machinists, pic-
ture framers, or yacht builders/repairers may
be too small for a traditional or nontraditional
college or university program.

Note that my claim is not that colleges
and universities are incapable of providing
vocational training. They obviously do it—
sometimes in partnership with employers or
unions and sometimes by themselves. So do
high schools. For example, the initial train-
ing necessary for entry into certain voca-
tions—lawyer, physician, and so on—has been



thought throughout the 20th century to lend
itself well, at least initially, both to classroom
teaching and to higher education more gen-
erally.® Indeed, most Americans would have
a hard time imagining the training for those
fields beginning anywhere else.

But it is worth noting that these vocations
have not always been taught in a university
setting, and since becoming part of the higher
education system, they have indeed tended
to suffer in exactly the ways identified above.
This is not to say that there are not advantages
that outweigh these problems, or that these
vocations should not be taught on campuses.
Rather, the point is that there are predictable
problems with doing so.

Consider the example of the legal profes-
sion: At the time our nation was founded, the
ordinary way to become a lawyer was to ap-
prentice to a practicing lawyer. An apprentice
would commit to stay for a specified length of
time, during which the practicing lawyer might
provide him room and board in return for help
in his practice. Obviously, these apprentices or
“clerks” would be of greater help the longer they
had been with their mentor. It was therefore
important that they not leave prematurely.”

Over time, some lawyers found they liked
the business of training younger lawyers and
began to derive a substantial portion of their
income from charging their “students” and
spending less time in the actual practice of
law. The higher the tuition charged, the less
important it became to insist that the clerk
stay a lengthy period of time. Also during this
period, the quantity of written materials that
a young person would have to master before
he was able to call himself a competent law-
yer was expanding. Out of this came some of
the early law schools, the most prominent of
which was the Litchfield Law School, found-
ed in 1784 by Tapping Reeve. Among his stu-
dents were Aaron Burr, John C. Calhoun, and
Horace Mann.®

Some, but not all, of these law schools be-
came affiliated with universities. Those that
were so affiliated tended to prosper more than
those that were not, perhaps in part because

such an affiliation allowed them to share in the
large public subsidies that higher education
often enjoys.

Not surprisingly; as legal education evolved
away from an apprenticeship model and to-
ward the law school model—and eventually
the university-affiliated law school model—it
became increasingly disconnected from the
legal profession. These days most law profes-
sors don’t have that much contact with prac-
ticing lawyers. For the most part, they have
neither the time nor the incentive to immerse
themselves in the goings-on of the bar. Their
scholarship has increasingly become aimed at
other law professors or at other academics and
not at judges and practicing lawyers.?

That is not necessarily a problem. There isa
large and reasonably stable body of knowledge
that must be conveyed to those who aspire to
become lawyers and a number of skills that
must be honed that do not require up-to-the-
minute knowledge of what is happening in the
legal profession. Many, perhaps most, lawyers
believe that knowledge and those skills are
better developed in law school than elsewhere.

But the downside of training future law-
yers at universities can be observed in at least
two ways. First is the tendency of faculty—
undisciplined by the full force of the market—
to fail to update the curriculum, or to update
it to suit their own interests and eccentricities.
This tendency can be exemplified by the per-
sistence of the Rule against Perpetuities (a baf-
flingly complex limit on the ability of a testator
to control his property after death) in classes
devoted to property law. Few states even ap-
ply the rule anymore, at least not in anything
like its original form. Yet law professors love
to teach it; it’s like secret knowledge that they
can pass on without much effort to each new
generation of lawyers. The tendency toward
designing a curriculum to suit the interests and
eccentricities of law professors can be seen in
the decline of the core law school curriculum,
with its basic building block courses like Civil
Procedure, Constitutional Law, Contracts,
Corporations, Criminal Law, Evidence, Profes-
sional Responsibility, Property, and Torts. That
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decline is mainly a function of the fact that
tewer faculty members want to teach them.
Meanwhile, a plethora of esoteric and boutique
courses—such as Harvard’s “Alternative Sexual
Relationships: The Jewish Legal Tradition” and
“Progressive Alternatives: Institutional Recon-
struction Today”—have found their way into
the curriculum because, well, some law profes-
sor feels like teaching them and nobody has an
incentive to tell him that he can’t.”®

Second, when a downturn in the market for
lawyers hit in 2008, not only did law schools
not see it coming, they could not easily re-
spond to it. They had bills to pay, most sig-
nificantly in the form of salaries for faculty
and staff. Cutting the sizes of entering classes
was painful and occurred more slowly than it
would have if maintaining student quality and
ensuring students get jobs had been the only
things schools needed to consider.”

These particular problems—difficulty in
predicting changes in the job market or in de-
signing an appropriate curriculum—are less
likely to occur with a decentralized system of
apprenticeships, particularly stand-alone ap-
prenticeships. The teachers will be full-time
practitioners of the vocation they are teaching
and hence in better touch with the current re-
alities facing that vocation. Such a system will
have a quite different problem, as the follow-
ing section will describe.

ENSURING EMPLOYERS
WILL SEE ARETURN ON
THEIR INVESTMENT

Apprenticeships are obviously not a
uniquely German institution. They used to
be the ordinary way in which young people
were taught job skills in this country and oth-
ers.”” Many of the Founding Fathers appren-
ticed in their youth. Among the signers of the
Constitution, Benjamin Franklin was a print-
ers’ apprentice and Robert Morris appren-
ticed with a shipping and banking firm.” As
late as 1869, the president of the United States
was a former apprentice; Andrew Johnson had
been apprenticed to a tailor in his youth.™#

In understanding why apprenticeships
served a strong need, one will not go too far
wrong to conceptualize the problem of voca-
tional education as one of credit. Two prob-
lems must always be solved: Who will pay for
the upkeep of the student while he learns what
he needs to know in order to make a good liv-
ing, and how can we be sure that the debt will
be repaid?

In the r7th and 18th centuries, appren-
ticeships were essentially a special form of
indentured servitude. Like indentured ser-
vitudes undertaken for the purpose of secur-
ing passage across the ocean, apprenticeships
functioned as credit arrangements. If a young
man on the other side of the Atlantic wanted
to come to America, where he understood
(usually correctly) his opportunities would be
greater, but he had no money with which to
pay for his passage, he could pledge to work
in exchange for transportation. To do so, he
would sign an indenture promising to “pay”
with his future labor for a certain number of
years—usually three, five, or seven.”

No bank would have made a simple, unse-
cured loan under such circumstances. A free
person with a substantial debt could easily dis-
appear into the North American hinterland,
never to be seen again. But an indenture could
be carried by the ship’s captain to an American
port and purchased by a colonist in need of an
extra hand. The purchaser could proceed to
watch the servant like a hawk. Indentured ser-
vants often lived with the family to whom they
were indebted.®

Similarly; if a young man already living in
the colonies wanted to learn a trade in order
to increase his potential earnings, his best bet
was to enter into an apprenticeship, which
might last three to seven years. The master
(as he was called) would agree to train his ap-
prentices and to provide them with food and
shelter or the equivalent in modest wages.
Sometimes a tuition payment to the master
was necessary to enter into the relationship.
During the early part of the apprenticeship, it
was expected that the apprentice would likely
be more trouble than he was worth. The time



spent training him, combined with his upkeep,
would outweigh the usefulness of his labor. But
as each year passed, he would become more
valuable to the master until his labor exceeded
the value of his keep and the master had re-
couped the effort he had put into the training.

‘Why would anybody in his right mind sign
away his freedom like that? For indentured
servants, it was often the only way to get to
North America. Similarly, for those seeking
job training, apprenticeships were simply the
price that had to be paid for that training.
They were entered into for the same reasons
that student loans are incurred today:.

‘What happened if an apprentice skipped
out on his master before his apprenticeship
was over? He would be jailed, of course. Just as
newspapers of the period frequently con-
tained advertisements calling for the return of
runaway slaves and indentured servants, they
frequently carried advertisements calling for
the return of runaway apprentices.”” Indeed,
Benjamin Franklin was a runaway apprentice
(though his master was his own brother).”

It is entirely clear that 21st century
Americans have no interest in jailing runaway
apprentices. A legislative proposal calling
for the arrest and detention of individuals in
breach of their apprenticeship contracts would
rightly be met with jeers and guffaws. Similarly,
it is black-letter law that modern courts will
not ordinarily order an individual to perform
a contract for personal services."” Instead, a
jilted employer must, if anything, seek mon-
etary compensation—a useless remedy against
a runaway apprentice, who is overwhelmingly
likely to be judgment proof.*° Judicial enforce-
ment of an obligation to work for a specified
period of time pursuant to an apprenticeship
contract is thus not an option.

But we need to understand that something
is lost when apprenticeships cannot be effec-
tively enforced. One of the prices of “free la-
bor”—that is, labor that is free to move from
one job to another at will—is that it increases
the risk to an employer who otherwise might
be inclined to invest in employees’ training.
That in turn decreases the likelihood that

the employer will make that investment. A
system of purely free labor is usually going
to be a system of low employer investment in
employee training. They are two sides of the
same coin.”

Itis no fluke that the “employer” that is best
known for investing in the vocational training
of its “employees” is the US. military.** Alone
among providers of intensive on-the-job voca-
tional training in the modern era, the military
has little fear that the beneficiaries of training
will skip out or go to work for a competitor.
If they do, they can be put in the slammer. If
modern apprentices in this country (outside
of the military) can’t be jailed, then other
mechanisms are necessary to ensure that em-
ployers are compensated for their investment
in their apprentices.

The problem of the runaway apprentice is
not a hypothetical one in the modern era. Ef-
forts to create a German-style apprenticeship
pilot program in the North Carolina building
trades resulted in just what one would expect.
After learning the fundamentals of their voca-
tions, the apprentices defected to competing
employers who were able to offer higher wages
than the original employers precisely because
they did not have to shoulder the burden of
training the apprentices. The competing em-
ployers were able to free ride on the efforts of
the original employers.?

WHAT TO DO WITH MODERN
RUNAWAY APPRENTICES

Germany has solutions to the problem
of the “runaway apprentice.” First and most
obvious is strong unions.** Labor unions in
Germany are frequently powerful and nation-
al in scope. If an apprentice leaves his union-
sponsored apprenticeship prematurely, he
may forfeit his ability to work in that vocation
anywhere in the country. Add to that the fact
that labor contracts frequently apply across
the industry, and hence, wages will be the
same, regardless of employer.”® The appren-
tice therefore has little incentive to leave, and
his employer is thus better able to recoup the
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investment it has put into his training than its
American counterpart would be.

Not all German apprenticeships are union-
sponsored, but those that are not frequently
are linked to earning a license or certificate.
That license or certificate may be necessary to
have the right to engage in the vocation. Again,
therefore, the apprentice has little incentive
to leave his apprenticeship prematurely2® If
he does, he will have wasted his time.

Strong unions, industrywide labor con-
tracts, and professional licenses of various
sorts may be useful to making the German
system of apprenticeships work, but they like-
ly will not be appealing to many Americans.
Opinion has always been divided on the desir-
ability of strong unions, but it is unlikely that
many would allow their opinions to be driven
by the effect that a policy change would have
on apprenticeships. As for professional licens-
es, the zeitgeist is seemingly very much in the
opposite direction—that too many vocations,
from florists in Louisiana to interior designers
in Washington, D.C., already demand a pro-
fessional license.”” Too often these licenses are
a means to protect not the public from harm
but those already in business from competi-
tion. Even the Obama administration has not-
ed the problems with excessive licensure re-
quirements.”® The best that can be said here is
that those vocations that are already dominat-
ed by unions or already require a professional
license are better bets for the apprenticeship
model than those that are neither unionized
nor licensed.

Note that this problem won’t go away just
by using such happy terms as “partnership”
between employers and educational institu-
tions to promote apprenticeships.”® Such
corporate-speak sounds nice, at least to the ear
of some people, but it does not in itself change
the fundamentals of the problem: When the
party providing the education (and footing the
bill for it) is the state, with no direct and im-
mediate stake in the success of that training,
it does a poor job. When the party footing the
bill is a private employer and does have such a
stake, he will hesitate to invest in the trainees

unless he is confident they will get the benefit
of that training.

Under some proposals, employers would
commit to training a certain number of “in-
terns” (paid or unpaid) and perhaps to hiring
a certain number of interns upon graduation.
They would also help prescribe the curriculum
that the interns would be expected to follow at
the partner educational institution. But if the
participating employers provide the resources
for the program in any significant way, the
“runaway apprentice” problem will still exist.
The employers will soon realize that the stu-
dents emerging from the program are going to
work for their competitors or simply for other
employers. Without some mechanism to pre-
vent this, the employers’ willingness to contin-
ue funding the program or to work to make the
internships true learning experiences would
seem doubtful.

Fortunately, there are at least a few partial
solutions to the problem of how to protect the
employers’ investment in their apprentices’
education. While none can be classified as
anything like “the” answer, each may contrib-
ute to the ability of the American economy to
provide more apprenticeship opportunities
than is currently the case.

One partial solution might be to ensure that
apprentices can borrow money (e.g., through
student loans) to pay for their own instruction
or to post abond that would be forfeited if they
left their stand-alone or school-sponsored ap-
prenticeships before their employers had re-
couped their investment. This would enable
apprentices who do not have the assets at the
beginning of their training to nonetheless un-
dertake an appropriate apprenticeship while
at the same time creating the right incentives
for both sides to enter into an agreement and
fulfill their obligations under it.

Another partial solution might be to struc-
ture the apprentice’s compensation in such a
way as to provide an incentive to stay in the job
for a while. End-of-year bonuses can be a use-
ful means, especially if they can be staggered
in such a way that the employee is already on
his way to earning another end-of-the-year



bonus by the time he receives his first one.
Under such circumstances, the employee is
free to leave if he wants to, but he will tend to
want to stay if he sees an end-of-the-year bo-
nus coming his way. If he is already halfway to-
ward earning another bonus when he receives
his first bonus, he may decide to stay yet an-
other year. But end-of-the-year bonuses are
not particularly effective when dealing with
employees who are hired without any signifi-
cant job skills. If an employee’s productivity is
not high enough to justify wages that are sub-
stantially above minimum wage, the employer
will not be in a position to structure the em-
ployee’s wages such that he receives part of his
wages as an end-of-the-year bonus. Doing so
can put the employer out of compliance with
minimum wage laws. Apprenticeship-friendly
modifications to the law may be useful to make
this work.

Another small piece of an ideal American-
style apprenticeship program might be non-
compete agreements. If enforced by the
courts, such agreements will at least prevent
the more egregious efforts by competitors to
free ride on employers’ efforts at training ap-
prentices.3° Again, special rules for appren-
ticeships may be useful.

PUBLIC SUBSIDIES FOR
APPRENTICESHIPS: DANGEROUS,
EQUALIZING, ORBOTH?

There is an additional possibility: public
subsidies for apprenticeships. They can be
provided either through (1) subsidies to edu-
cational institutions working in partnership
with employers or (2) some version of a vouch-
er or a tax subsidy:.

This is a touchy subject for many who sup-
port the general idea of apprenticeships as an
alternative to a traditional college or univer-
sity education, but who oppose the creation of
more public subsidies and entitlements. With
such subsidies and entitlements would come
new special interests who would likely engage
politically to expand the benefits they receive.
And while the cost to the public fisc might be

mitigated to some extent by a reduction in
the number of students attending traditional
colleges and universities, it will not be wholly
mitigated, since the odds that public subsi-
dies will be reduced on a per student basis are
slim.3' Moreover, not all (and maybe not even
most) of the students who take advantage of
subsidies for apprenticeships will have other-
wise attended a college or university.

That said, state and federal governments
already invest heavily in the education of
the college-bound—a group that is generally
privileged. They neglect the rest of our young
people, some of whom might correctly view
an apprenticeship (or a combination of ap-
prenticeship and higher education) as a better
route to fulfilling their hopes for the future.?
This argument presupposes an expansion in
the number of young people benefiting from
public subsidies, but in order to equalize and
expand options.

Some have called for apprenticeship sub-
sidies to take the form of more “partnerships”
between employers and public colleges and
universities, whether at the community college
level or elsewhere. But in addition to the prob-
lems outlined earlier, other problems are likely
to crop up. First, the private partners involved
are likely to be large corporations. If funding
comes from public coffers, that starts to sound
like an unjustified public subsidy to those large
corporations. It is unlikely that small employers
could ever hope to have their hiring needs ca-
tered to so carefully. Small employers’ needs are
varied; colleges and universities are unlikely to
take advantage of economies of scale in train-
ing their future employees. Small employers are
also less well-organized than large employers
and hence are less likely to have the clout neces-
sary to get noticed by a college or university.

In addition, such a program would fail to
take advantage of one of the aspects of ap-
prenticeships that is most intriguing: their
usefulness in training individuals in highly spe-
cialized jobs for which there are only a few; if
any, openings in any given year—like rare-book
conservator or antique-map dealer. Traditional
colleges and universities cannot easily devise a
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curriculum that would graduate students fully
trained to take on such jobs. Nontraditional
schools oriented toward vocational education
can’t do it either. The market is just too thin.

A direct subsidy to stand-alone apprentice-
ships (whether it takes the form of a voucher
for the apprentice to “spend” or a tax subsidy
for employers who take on an apprentice) may
be less vulnerable to those objections. Under
such a program—which could be funded at the
state level, allowing “laboratories of democ-
racy” to work and mitigating against federal
control—a student or recent graduate might
be given the opportunity to use his subsidy to
enter into an apprenticeship contract of two
to four year’s duration.®

One serious concern is the employer’s
good faith. If the employer is simply given a
very large sum of money to subsidize the cost
of taking on an apprentice, who is to say that
he won’t simply use it to decrease the cost of
labor without actually conveying any useful
skills to his apprentice? One might hope that
the would-be apprentice would be judicious
in his choice of employers and use the appren-
ticeship only where he is certain he will gain
useful skills. Most of them probably would.
But the cold truth is that we are dealing with
inexperienced individuals who would be mak-
ing judgments about employers about whom
they have little information.

The temptation may be very strong to do
something to help. A bureaucracy similar to
that which oversees higher education today,
complete with extensive regulation and accred-
itors, will certainly be advocated to ensure that
only legitimate apprenticeships are offered.
But that is hardly a happy thought. In Germany,
one must have a license to take on apprentices,
and a thriving bureaucracy does indeed exist
to define exactly what and when apprentices
must learn during their apprenticeships. It is
all excruciatingly structured and centrally con-
trolled, and with bureaucratic control come
inefliciencies and blunted responsiveness to
changing circumstances. But responsiveness to
changing economic conditions is perhaps the
greatest benefit of apprenticeships.

An alternative may be to make sure that if
apprenticeship subsidies are created, they are
kept modest. Instead of creating a bureau-
cracy charged with the responsibility for en-
suring that employers are offering legitimate
apprenticeships, policymakers could create
incentives that would minimize the likelihood
of abuse, and then put the program on auto-
matic pilot. Consider, for example, a $5,000
voucher for a two-year apprenticeship. Like
most higher education programs, it could be
funded and administered at the state level
(thus further decreasing the likelihood that a
large bureaucracy would grow up around it).
To qualify, an employer would have to promise
to increase substantially the salary of the ap-
prentice in the second year. This is something
that can be easily verified through tax forms
that need to be filed with the government any-
way. At the end of the two years, if both em-
ployer and apprentice have persevered, they
get to split the $5,000.

The virtue of such a program is that it is
unlikely the employer would enter into such
an arrangement without intending to impart
valuable skills of some kind. It is also unlikely
the apprentice would enter into such an agree-
ment if he was already capable of commanding
wages higher than those offered by the em-
ployer for the first year. Suppose, for example,
a high school graduate with no marketable
skills is hired as an apprentice locksmith at an
initial minimum wage of $12/hour or $24,960/
year. In the second year, the employer would
be required to raise the apprentice’s salary by
20 percent in recognition of his increased skill.
If they both hang on until the end of the sec-
ond year, they each get $2,500. The amounts
are not large, and the effect is not likely to be
overwhelming. But it may be just enough to
create the right incentives without creating
the need for an overbearing bureaucracy:

CONCLUSION

Whether any of these thoughts have merit
will be up to future policymakers. I will leave
it at this: encouraging apprenticeships as an



alternative or supplement to higher education,
which is clearly serving many people poorly or
not at all, is certainly an idea worth pursuing,
And some states are already experimenting in
this area3* But if the ways in which appren-
ticeships are cultivated are not well thought
out, they will not take root and flourish in the
American context. Indeed, they could have neg-
ative effects. Creating apprenticeship opportu-
nities is going to require some real thought.
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