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returns are symmetrical with the shared burden of financing that is accomplished through tax 
systems. Such systems also make it possible to finance current education and training expenditure 
with taxes levied on earnings of earlier beneficiaries of education and training as well as other 
sources (e.g. consumption and property taxes). Such systems address the problem of the mismatch 
between the timing of cost (incurred during education and training) and the timing of benefits, 
by relying on taxes to finance on a “pay as you go basis”, debt instruments (use of loans and 
bonds) to finance out of future earnings, and in some countries, incentives to encourage savings 
for education purposes.

Table 4.1  Economic and financial constraints on investment in learning

Constraints Initial education and training Lifelong learning for adults

Level and distribution  
of benefits

Substantial social returns bene-
fiting all of society

Some social returns, 
substantial private returns  
to individuals and employers

Under-investment due to 
externalities (asymmetry 
between flow of benefits 
and financing burden)

Minimal because of dominant 
role of public systems financed 
through broadly levied taxes 

Greater because of absence of 
co-financing mechanisms that 
can allocate financing burden 
according to benefits

Capacity to finance 
current investment 
through past or future 
earnings

Public financing on a “pay as 
you go” basis permits paying 
for current expenditure through 
general taxes; use of public 
debt instruments to pay 
infrastructure costs through 
future earnings 

Largely private financing  
on a “pay as you go” basis  
(in the absence of loan 
facilities, bonding 
arrangements)

Risk of low returns to 
investment

Public financing spreads risk; 
income contingent repayment 
loans shift some risk from 
individuals to government

Employers and individuals 
assume risk; few instruments 
for spreading risk

2.2. Interest in a more deliberate role for tax policy in lifelong learning

In various meetings over the past several years OECD ministers for education, labour and finance, 
senior officials and social partners have endorsed the goals of lifelong learning and the development 
of strategies to pursue those goals. Foremost among those was the commitment to address the 
resource issues to ensure that lifelong learning is affordable.4

The October 2003 conference, “A systemic approach to co-financing lifelong learning”, and 
supporting work by the OECD examined the experience with mechanisms that permitted sharing 
among multiple parties of financial burdens of lifelong learning to mirror the sharing of the benefits. 

4. A high level meeting was held in Ottawa, Canada in December 2000 to address the question of how to raise the benefits 
of lifelong learning and reduce its costs, thereby strengthening the economic incentives to invest in lifelong learning; a 
second high level meeting involving ministers was held in Bonn, Germany in October 2003 to address the question of 
how co-financing mechanisms might be structured to ensure efficient and equitable financing of lifelong learning, and 
how approaches based on co-financing could be put on a more systemic basis. (For further information see OECD, 2001; 
OECD, 2004a).




