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Germany’s system of vocational training used
to be a major showpiece of German competi-
tiveness. It combines employer initiative with
societal solidarity and provides young people
with a practice-oriented introduction to pro-
fessional life, thus saving them from the claws
of youth unemployment. Starting a profes-
sional career without a job is a serious disad-
vantage. It usually brands the individual as a
“lemon”, an underachiever who will always be
more prone to unemployment and earn less
than others who are equally qualified. This is
why Germany’s dual system of vocational
training has received much praise at home
and abroad – though remarkably few coun-
tries have tried to emulate it. 

Meanwhile, however, the luster has faded.
The PISA Study has eroded public trust in Ger-
many’s educational and training standards.
Vocational training has come to be seen as
lengthy and too rigid to adjust to changing re-
alities. More and more young people are un-
able to find a training slot. Critics are quick to
attribute this fact to a lack of willingness on
the part of employers. As a result, the govern-
ment steps in: Last year every ninth of more
than 560,000 new training slots was fully fi-
nanced with public funds.
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Once interventionism has taken hold, why not
take it to the next level? A vocational training
levy is often proposed as a means to force all
employers to contribute their fair share. The
idea is to reward employers who train, and to
punish the evaders and freeloaders among
them. While this may at first glance seem like
an ingenious concept, it is in fact seriously
flawed.

It is true that many firms are currently unwill-
ing to provide sufficient, if any, training slots.
This is due in large part to weak growth
prospects. Germany is still caught up in a
phase of stagnation that has lasted for years
now. As none of the political parties have pre-
sented viable concepts, our social security sys-
tems and economic policy are still in dire need
of reforms that would invigorate employer ini-
tiative. As a consequence, employers tend to
postpone investment decisions on infrastruc-
ture and education. But there are also sub-
stantial shortcomings on the supply side:
Teenagers tend to keep away from certain oc-
cupations, and they often lack motivation or
basic skills. Training thus becomes a heavy
burden on many firms, especially the smaller
ones.

Under these circumstances, a vocational
training levy would send a disastrous signal to
employers and investors. It would be an ill-
disguised placebo with the sole purpose to
placate the political opponents of the reform
process. We would create a new bureaucracy
that would produce additional costs and
swallow much of the revenue. Employers will
always avoid hiring unqualified applicants –
with or without a levy. Should the proposed
levy be implemented, they would have an in-
centive to buy themselves out of their social
responsibility to offer vocational training.
Since providing high-quality training slots will
certainly be more expensive than paying the
levy, it would become worthwhile giving up
training altogether. In view of the demograph-
ic decrease in the number of young people
who will seek vocational training over the next
years, the proposed levy is a misguided panic
reaction that may well achieve the opposite of
the desired effect.

The dual system of vocational training re-
mains a useful, non-bureaucratic instrument.

Firms train because it pays off. Larger corpo-
rations even advertise their training efforts as
an example of good corporate citizenship.
Any forced action would destroy this motiva-
tion. A much more promising approach
would be to cut the average duration of voca-
tional training from three to two years, and to
tighten the curriculum. Due to the decreasing
half-life of knowledge and the accelerating
rate of “creative destruction” of human capi-
tal, specialized skills taught in vocational
training have become redundant in many pro-
fessions. Instead, there is a growing demand
for generalists who acquire special skills on
the job. Therefore, it would also make sense
to commit workers to undergo further train-
ing for an overall period of at least one year to
be completed before the age of 50.

If schools fail at providing the proper educa-
tion to prepare their students for vocational
training, they should become the main focus
of reform efforts. Businesses and schools
need to cooperate more closely in providing
internships or other professional experience in
the form of job application and motivation
training courses. Also, young people who
choose to decline offered training slots should
no longer receive financial support from the
government. 

There is no doubt that our system of
vocational training needs some fresh ideas in
order to become capable of adjusting to
changing requirements. What it doesn’t need
is another levy. 

Vocational Training Levy: Forced into Crisis




