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Abstract

In the contemporary business context, the significance of employ-
ee skills and competences is widely acknowledged. Investments in formal 
and continuous training have become inevitable need both for employees 
and businesses. In challenging times, however investments in employ-
ee skill development are hindered by cost-cutting measures imposed by 
companies as a response to the rising impediments. Therefore, the prima-
ry aim of the paper is to assess recent developments in employee training 
policies in Macedonian businesses and the potential impact of the eco-
nomic downturn on training investments. A research was conducted in 
24 medium-sized companies in different industries in R. Macedonia cov-
ering employee training issues. The overall findings point to a reduction 
in training investments and companies’ focus on in-house, job-specific 
employee training.
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Introduction

Employee training and development have become essential ele-
ment of human resource management. Businesses are facing rapid changes 
in market conditions and are becoming more dependent on employee skills 
and competences. In this context, formal and continuous training has be-
come inevitable need both for employees and businesses. 

Recent technological advances and the strive for competitive po-
sition in the market have led to the recognition of the impact of employ-
ees’ skills and competence on organizational success, which subsequently 
resulted in increase of employee training investments. Moreover, the de-
velopment of human resource management and the growing focus of com-
panies on organizational commitment have highlighted the significance of 
employee training and development as well as organizational learning. The 
above has imposed employee training as a continuous activity in organiza-
tions in order to stay competitive, improve organizational performance and 
retain key employees.

The concept of knowledge-based economy has given central posi-
tion to human capital and skills development in all societies. Investments in 
the development of human capital have become primary worldwide and are 
integral part of the European Commission strategic framework Education 
and Training 20201.

The commitment to developing employee skills faces major chal-
lenges during a period of economic downturn. Indeed, long-term economic 
downturn has proved to have negative impact on the overall training in-
vestments and employee skill development. While tackling financial chal-
lenges companies respond by cost-cutting measures that are imposed on 
training investments among other. Consequently, this hampers the recovery 
of businesses and deteriorates their competitive position.      

1. THE GROWING IMPORTANCE OF EMPLOYEE TRAINING 
AND DEVELOPMENT 

Training and development pertain to activities that improve em-
ployee skills and competences having direct impact on their performance.  

1 European Commission, Education and Training, Supporting education and training in 
Europe and beyond,  [http://ec.europa.eu/education/policy/strategic-framework_en]
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In general, training refers to improving skills and competences directly 
related to the work, while development refers to a broader learning of the 
individual and employee’s career2. 

Training should not be taken as a series of interventions to upgrade 
employee’s knowledge with immediate improvements in individual and 
organizational performance. In contemporary business context, this con-
cept is too narrow to encompass employee training and development. In 
this regard, necessary skills and competences change rapidly hence creat-
ing a need for their continuous improvement. Employee training is about 
developing skills and competences that are not easily available in the la-
bor market i.e. developing a set of tailor-made skills and competences 
that fit company’s strategy and meet specific business needs. The strategic 
objective of employee training and development is improvement of orga-
nizational performance. 

The growing interest in developing human capital and investments 
in employee skills and competences reflect the change in organizational 
approach to human resources and their deployment. Recent research sup-
ports this trend. The financial results of companies account for 50-70% of 
their market value while the rest is prescribed to intangibles as intellectual 
property and human capital3. Developing human capital is organizational 
prerequisite for increase of shareholder value.

Yet, the decision on investment in employee training, its type and 
intensity largely depend on various factors as culture, industry, state poli-
cies on education and training, company’s strategy and objectives. Name-
ly, training was found to be part of HRM strategy in companies in 10 
European countries4. Generally, the report suggests that there has been 
an overall increase in training investments over the last decade, however, 
only in Sweden and France5 more than a quarter of surveyed companies 

2 Mullins, L. “Management and Organisational Behaviour” (9th Ed.) Prentice Hall, 
London, England, 2010, p.174
3 Ulrich, D. & Smallwood, N. “Human resources’ new ROI: Return on intangibles” in 
Losey, M., Meisinger, S. & Ulrich, D. (Eds) “The Future of Human Resource Management: 
64 Thought Leaders Explore the Critical HR Issues of Today and Tomorrow”, John Wiley 
& Sons, Inc., NJ, 2005, p.229
4 Holden, L. & Livian, Y. “Does strateigic training policy exists? Some evidence from ten 
European countries”, Personnel Review 21(1), 1992, pp.12-23
5 Based on the French system of continuing education and training, companies that do 
not invest a minimum of 1.4% of their payroll budget are subject to a special tax.
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invested more than 4% of the payroll budget in employee training and only 
10% of the companies offered more than 10 days training annually.    

Training for skills development is more often conducted for mid-
dle and top management as opposed to line management and employees6. 
In this regard, in the US, companies invest three to four times more in 
training on stress management and running effective meetings than skills 
development of employees that seek promotion7. There are several reasons 
why companies might choose to invest less in training than the optimal 
level. First, in most countries there are no regulations that would impose a 
minimum training for employees, and second, training costs are immediate 
while training benefits are indirect and delayed. Taking into account the 
above-said as well as organization’s short-term budgets and higher profit 
pressure, many companies consider training a cost that is first to be cut.

Research on company’s benefits from training confirms the sig-
nificance of employee skills development. For example, formal training 
programs significantly increase workforce productivity. Formal training 
programs conducted in 495 companies8 showed an average of 17% in-
crease of staff productivity in three consecutive years, making companies’ 
productivity higher than that of competitors.  

A research on the effects of training confirmed the positive rela-
tion between the level of training investments and company’s profitability, 
whereas employee fluctuation was found not to affect training investment 
but it did have a negative impact on company’s profitability9. The above 
might be due to the fact that the economic benefits of training outweigh the 
costs related to employee training and lost human capital in which was in-
vested. Employee fluctuation is not a predominant factor affecting training 
investments. In this regard, the most important factors that determine the 
level of investments in training refer to company’s management, training 

6 Bratton, J. & Gold, J. “Human Resource Management: Theory and Practice” 4th Ed., 
Palgrave Macmillan, NY, 2007, p.275
7 Pfeffer, J. “Competitive Advantage Through People: Unleashing the Power of the 
Workforce”, Harvard Business School Press, Boston, 1994, p.68
8 Bartel, A. P. “Productivity gains from the implementation of employee training 
programs”, Working Paper No. 3893, National Bureau of Economic Research, Columbia 
University, MA, 1991 [http://www.nber.org/papers/w3893.pdf]
9 Hansson, B. “Company-based determinants of training and the impact of training on 
company performance: Results from an international HRM survey”, Personnel Review 
36(2), 2007, pp. 311-31
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needs assessment, developed formal training policies and educational lev-
el of employees.  

Training is closely related to the quality of output as well. A study 
on small production businesses in US showed that the increase in training 
hours results in 7% decrease of product scrap rate10. The effects of for-
mal employee training on organizational performance are manifold, as it 
has positive impact on quality of products, product development, market 
share, sales increase and profit increase11. Moreover, 1% point increase in 
work-related training results in 0.6% increase in employee productivity, 
measured by value added per hour, as reported by the survey conducted in 
94 industries in Great Britain over a period of 14 years12. 

The benefits of employee training and development for overall or-
ganizational performance are recognized by Macedonian businesses as 
well. The research, conducted in Macedonian businesses in 2009, showed 
that businesses invest in employee training13. The majority of surveyed 
companies conduct formal training in soft skills as well as work-related 
training for about 30% of their employees. Work-related training prevails 
over other types of training (with over 30% of employees in surveyed 
companies having undergone such training) and generally encompass-
es employee skills development related to customer relations, technical 
skills and quality management. On the other hand, personal development 
trainings related to stress management, time management, teamwork, mo-
tivation and efficiency included less than 30% of the employees. 

 In this context, literature confirms that most organizations con-
duct training in work-related skills development customized for specific 
business needs as opposed to personal skills development that are easi-

10 Holzer, H., Block, R., Cheatham, M. & Knott, J. “Are training subsidies for firms 
effective? The Michigan experience”, Industrial and Labor Relations Review 46(4), 1993 
pp. 625-36
11 Kalleberg, A.L. & Moody, J.W. “Human resource management and organizational 
performance”, American Behavioral Scientist 7(37), 1994, pp. 948-62
12 Dearden, L., Reed, H. & Van Reenen, J. “The impact of training on productivity and 
wages: Evidence from British panel data”, Oxford Bulletin of Economics and Statistics 
68(4), 2006, pp.397-421
13 Мајовски, И. “Влијанието на стратешкиот менаџмент на човечки ресурси врз 
организациските перформанси кај деловните субјекти во Република Македонија“, 
докторска дисертација, Економски Институт-Скопје, 2010, стр.85
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ly transferred to other organizations14. The work-related training directly 
affects the improvement of employee skills and competences in accom-
plishing their job activities hence making training benefits direct and more 
transparent both on individual and organizational level. 

2. EMPLOYEE SKILL DEVELOPMENT DURING ECONOMIC 
DOWNTURN

Economic downturn occurs with little warning and deteriorates mar-
ket performance thus imposing rapid response by companies and significant 
changes to organizational strategy. In such challenging times, investments 
in employee training and skill development are the first to feel the conse-
quences of the reactive measures by companies. Companies are expected to 
cut training and development budgets over 10% in response to recession15. 
Businesses are generally reluctant to invest in training during deep downturn 
as they seek to reduce costs and solve acute financial challenges and training 
costs are considered to be additional burden to companies. 

On the other hand, training in economic downturn is essentially im-
portant to overcome challenges that companies face and prepare the organi-
zation for post-recessionary period. In addition, during economic downturn 
major concern of employees has proven to be job security. In this regard, 
training and development programs can boost employee morale and orga-
nizational commitment as employees regard training as company’s invest-
ment in them16. Companies that use more rigorous staffing and training out-
perform competitors, before and during a recessionary period and recover 
more quickly than those companies that do not use so rigorous practices17. 
Moreover, these human resource practices enhance both organizational and 
financial performance of businesses and differentiate the organization from 
competitors.

14 Beardwell, I., Holden, L. & Claydon, T. “Human Resource Management: A Contemporary 
Approach“, 4th Edition, Pearson Education Limited, UK, 2004, p.343
15 Noe, R. “Employee training and development”, (5th Ed.), New York: McGraw–Hill, 2010, 
p.11
16 Flannery, J. et al. “Experiencing training: the need for a detailed investigation”, Working 
With Older People, 9 (1), 2005, pp. 13-16
17 Kim, Y. & Ployhart, R.E. “The effects of staffing and training on firm productivity and 
profit growth before, during, and after the great recession”, Journal of Applied Psychology, 
Vol.99 No.3, 2014, pp.361-389 
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The 2008-09 recession has not affected the level of training in-
vestments considerably as major reductions in employee training were 
not reported. Companies have given priority to temporary and full-time 
employee layoffs over cutting back on employee training and using early 
retirement18. This is mainly because the cuts on employee training and de-
velopment were least effective in the previous recession and had negative 
impact on employee commitment and consequently productivity. In this 
context, private sector employers in UK continued to invest in employee 
training, but primarily in ‘training floors’ that were essential for their op-
erations19. Businesses, however, did seek alternative cost-effective ways 
to deliver training as in-house training, having regular employees as train-
ers, group training and increased e-learning. The above could be mainly 
due to the fact that businesses are obliged to sustain employee training 
despite the recession in order to comply with legal requirements and meet 
operational needs and customer demands20.         

Although, a large scale survey in central England21 reported some 
reduction in training investments among small and medium-sized enter-
prises as a result of the costs of training and managers’ belief that em-
ployees did not need training. Namely, around a quarter of the surveyed 
companies has never provided any training to the employees. 

That the last recession did not affect considerably the commitment 
of businesses to employee training and development in Europe was also 
confirmed by Cranet’s latest research on HRM policies throughout Eu-
rope22. The EU average of training investments was reported to amount 
to 3.72% of the annual payroll budget whereas Europe non-EU average 

18 Strack, R. et al. “Creating people advantage in times of crisis: how to address HR 
challenges in the recession”, Boston Consulting Group & European Association for 
People Management, 2009 [http://www.thebostonconsultinggroup.es/documents/
file15460.pdf]
19 Felstead, A., Green, F. & Jewson, N. “Training in the Recession: The impact of the 
2008-2009 recession on training at work”, UK Commission for Employment and Skills, 
Evidence Report 72, 2013, p. 64
20 Ibid, p. 88
21 Green, A.E. & Martinez-Solano, L.E. “Leveraging training skills development in 
SMEs: An analysis of the West Midlands, England, UK”, OECD Local Economic and 
Employment Development Working Paper Series, 2011, p.27
22 Cranet Survey on Comparative Human Resource Management, International 
Executive Report 2011, Cranet 2011,   [http://www.ef.uns.ac.rs/cranet/download/cranet_
report_2012_280212.pdf]
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was 4.73%.  Comparing the findings with that of Cranet’s survey in 200523, 
when the average investments in employee training accounted for 3% of 
the payroll budget and an average of 44% of employees was found to par-
ticipate in formal training, it could be concluded that there is no dramatic 
impact of the recession on training investments.  

The general observation is that recession has negative impact on 
employee training. When revenues shrink, cost-cutting measures are inev-
itable in companies, since they seek to reduce costs in order to overcome 
market challenges, hence reflecting on training budgets, among others, as 
well. However, the last recession proved that employers have recognized 
the value of employee training and seek to sustain the levels of training 
investments by balancing the high costs of training and training benefits 
through alternative methods of delivery of employee training.  Compa-
nies that acknowledge training benefits, and focus on long-term strategy as 
well, may change the delivery of training to less expensive alternatives as 
taking training in-house, using experienced staff to train others or introduce 
e-learning. The reduction in training investments mainly refers to training 
on soft skills whereas training in job-specific skills, that are core to busi-
nesses, has kept the same levels of the pre-recession period.

3. RECENT TRENDS IN EMPLOYEE SKILL DEVELOPMENT IN 
MACEDONIAN COMPANIES 

Training investments reported by Macedonian businesses however, 
do not follow world trends in this area. Namely, in order to assess recent 
developments in employee training policies in Macedonian businesses and 
the potential impact of the economic downturn on training investments, a 
research was conducted in 24 medium-sized companies in different indus-
tries during spring 2016. A questionnaire pertaining to employee training 
aspects was distributed to the managers of the surveyed businesses and 
included issues related to the level of training investments, types of training 
conducted, methods used by companies to deliver employee training, as 
well as major limitations to training investments. The overall findings point 
to a significant reduction in training investments and companies’ focus on 
in-house, job-specific employee training.

23 Cranet Survey on Comparative Human Resource Management, International 
Executive Report 2005, Cranet 2006 [http://www.ef.uns.ac.rs/cranet/download/
internationalreport2005-1.pdf]
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The findings from the survey indicate that companies have intro-
duced cost-cutting measures in practices that refer to employee training 
and development. Namely, the majority of surveyed businesses (67%) 
have reported a decline in investments in employee training, whereas al-
most 30% of the businesses have managed to remain the same level of 
investment in training in the last two years (Figure 1).    

Figure 1. Level of investment in employee training in the last two years

Source: Authors’ research

Businesses mainly deliver on-the-job training as about 70% of 
surveyed companies have conducted this method of employee training 
in the last two years (Figure 2). This finding does not come as a surprise 
since on-the-job training is more cost-effective as opposed to off-the-job 
training and, as it is closely related to job specifics, it meets individual 
business needs. Companies have not reported using online training which 
might be due to the lack of online training available in the market that 
meet their needs thus making companies reluctant to use this training de-
livery method. 

Economic Development No. 3/ 2016 p.(120-133)
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Figure 2.  Training delivery methods used by businesses in the last two 
years 

Source: Authors’ research 

Investments in training in the last two years reported by surveyed 
companies generally relate to upgrading and developing job-specific em-
ployee skills and competences. Businesses have focused on training pro-
grams that develop employee skills mainly pertaining to technical skills, 
customer relations and quality assurance (Figure 3). These types of skills 
are essential for the operational needs of companies and are hence of pri-
mary interest to the businesses. In this context, during economic downturn, 
companies focus on training that improves employee skills necessary to 
meet the immediate goals of businesses, effectively perform core activities 
and maintain current market position.       
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Figure 3. Type of employee training delivered in the last two years

Source: Authors’ research

The reasons reported by surveyed companies for the barriers to 
training investments are various. However, acute financial problems that 
impose cost-cutting measures in training investments in companies is a pre-
dominant reason for the decline, reported by 37% of businesses (Figure 4).

Figure 4. Major limitations in training investments indicated by businesses

Source: Authors’ research 
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Some of the surveyed companies reported that training courses of-
fered in the market do not match company’s needs. This could be due to the 
fact that most of the training programs offered in the market are oriented 
toward individual development, whereas what companies prefer to invest 
in is job-specific training, i.e. tailor-made courses that match the primary 
needs of the companies. In addition, the findings reveal lack of recognition 
of training benefits among Macedonian businesses. Some of the partici-
pants in the survey believe that costs related to employee training outweigh 
the benefits, which implies that the significance of employee skill develop-
ment is not yet fully acknowledged by businesses.    

 
Conclusion

Nowadays, the value of human capital to companies is widely ac-
cepted by most employers. In contemporary business settings, the unique 
set of specific skills and competences of employees significantly contributes 
to its competitive position in the market. In this regard, employee training 
and development have become an integral element of business strategies.    

During economic downturn, however, companies pay insufficient 
attention to developing employees’ skills and competences. Moreover, cop-
ing with various challenges, many companies insist on short-term cost-cut-
ting measures among which investments in employee training. High costs 
related to investments in employee training and development are always a 
concern for management in difficult times and thus, many companies are 
reluctant to maintain the same level of investments. Coping with current 
challenges and reactive cost-cutting measures businesses can undermine 
the future competitiveness of the company.

The recent economic downturn has however presented the commit-
ment of businesses to developing employee skills and competences as part 
of their long-term strategy. Many companies have managed to remain the 
level of training investments during economic downturn and, as they try 
to keep costs at low level as possible, they compensate through alternative 
methods of delivery of employee training as in-house training, group train-
ing and increased e-learning. Nevertheless, the research in Macedonian 
companies reveals overall reduction in the level of training investments 
and focus mainly on on-the-job training that is work-related and meets their 
immediate needs. 
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