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This paper focuses on ‘a systen, of recurrent -education

in which individuals would have the opportunities to undertake

~ educational and training activities in alternation with periods of
- work. Underlying the paper is\the assumption that the financjing

approach’ to such a system wouidd have to encompass most forms of
postcompul sory education and tralning, attempt to mcre nearly
equalize ‘access to and benefits of sdch training, promote the
_.expansion of employment. opportunities, and provide flexibility for
supporting a large number of unorthodox educational-and training
alternatives. This paper develops a financing plan for recurrent .

deucatlom that would provide individual entitlements that could be

used for any eligible programs. Each person wculd beccme eligible for
such entfitlements at age 16 or when ccmpulsory cchoolmg terminates.

These entitlements could be used in any program that seet s government

eligibility requirements. Such 'prograss could be spomrsored by
governménts, nonprofit agencies, or profit-seeking institutions.

. Evidence on the potential of individual entitlements is drawn from

the ‘6T Bill. Also included are a ptésentation on the implementation
_-of an imdividual engitle-ent rlan’ as well as a discussion of

«criticisms of the a
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e ' THE INSTITUTE FOR RESEARCH ON EDUCATIONAL -
o . e * FINANCE AND GOVERNANCE _ .
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The Institute.for Research on Educational Finance and Governance is
. a Research and Development Center of the National Institute of Education
- funded undet the provisions of Title IV  of the Elementary_and Secondary
\ Education Act of 1965. - The Institute is administered through the School

of Edueation-at Stanford University and is located in the Center for Edu~
cational Research at Stanford. The research activity of the Institute is
divided into the following program areas:'finance and economics; poli-
tics ‘and law; organizational sociology; concepts of equity; and .historical
studies, In addition, there are a number of  other projects and programs
in the finance and governance area that are sponsored by private founda-
tions and government agencies outside of the special R&D Center relation
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The present methods of financing post -compulsory education in the United

4

States and Western Europe represent a highly diverse and uncoordinated approach
to providing edudational and training experdences. Under a system of recurrent .
éducation in which individuals would have oﬁe opportunities to undeftake educa- .
tional and traiming activities-in alternation with periods of work ii is .
.necessary to create a moye systematic financing approach which would..(l) en-
' compasg most or all forms of post-compulsory education and” training, (2) more
nearly equal dccess to and beneflts of such educational and training experi-
ences; (3) prémote the expansion of employment opportunities; and (4) provides
flexibility for supportih iha large - number of non-orthodox educational and
training alternatives.

¢

This paper develops, a plan thgt add!téses these criteria by providing
individual entitlements for recurrent education that could be used for any
eligible. programs. Each person would become eligible for such entitlemente«
~for further training and education at age’l6 or at the-age at which the compulsory
schooling périod terminates. TheSe entitlements could be used to obtain fur- ,
ther education and t ining in any program that meets the requirements set out -
by the governmenf for program eligibility. Such programs could be sponsored _
by governments, non—profit agencies such as trade unions and.religious insti- ’
tutions, or profit-seeking institutions. They might include virtually all of
‘the egisting post-secondary institutions such as the colleges and universities
and. training programs as well as apprenticeship and on-the-job training pro- - y
grams. ' - . '

Aﬂdescription of the approach and i¢s principal attributes is presented,
and evidence on the potential of individual entitlements is drawn from the
experience of the GI Bill of.‘educational benefits for military veterams. This
is followed by a presentation on the implementatiorn of an individual entitle-
ment plan as well‘as a discussion of some possiblé criticisms of the approach.

7

Acknowledgements
3 y

This paper was prepared for the project on the Cost and Financing of
Recurrent Education of the Centre for Educational Research and Innovation of
the Organization for Economic Co-operagion and Development (OECD), Paris.
The author appreciates the advice of Mr. Hans Schutze of OECD, the helpful D e
2 suggestions of Jim Catterall, and the assistance of !Ms. Gayle Turner 1in
o preparing the manuscript.

\




.

INDIVIDUAL ENTITLEMENTS FOR RECURRENT EDUCATION

v

L) : L . i
I. INTRODUCTION ’ l

\ # .

. , P :
. Recurrent education is a theme that has come into widespread use throuéhL

out .the pECD bountries: In general, this term seems tq_refer;tolthe broadening
'of~both the scope and timing of educational and training actiyities_so that \
such ‘opportunities are made available over the entire lifespan and encompass a
spectrum of endeavors from traditional university instruction and apprentice~
ships to retraining programs and cultural enrichment.l Under more conventional \
[arrangements; education and trainiag are typically limited to that period in
one's life prior o entering the.labor force and during the first'few years of
~work. 'Under a przgﬁam of-recurrent education, the timing, and nature | }
of educational and training activities qpuld reflect the specific needs of the
individ&il/to meet his or her occupational ot non-occupational goals as they '
arise over the life-cycle." While this definition represents only a general
vision of the concept of recurrent education rather than a concrete describ~

ti%n, its actual translatian Mto Specific forms 1s curfently a subject for.

policy debate in the-U.S., Japan, Australia, and most of the countries of
- A

i

Western Europe.

The advantage of the recurrent e ucation approach 1s its purported flexi-.g
' bility in meeting specific individual peeds for training and education as they
arise as well as incorporating a widef range of possible alternatives into thefi-
education and training system. Undet the present educational and-training
approaches, the heavy emphasis on providing such opportunities primarily for
youth tends to ignore the special needs for périodic retraining, revitalizationm, ™
and education for career mobility of adults. These needs are especially likely
to be concentrated'within‘t‘e experienced workforce and among mothers who wish
to enter or rezenter the labor market after raising young children. The purpose'
of this paper 18 to explore the use of a system of individual educational

entitlements for financing recurrent education.

»
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Sbcio-Ecdnpmic~Context of Education and Tréining

. \
Before describiqg a plan of individual eqiitlemegtﬁffor financing recurrent

education, it is important to establish the terms of reference that will be

-
assumed in the Qiscussioh. The most important of these refer to the socio -

economic context of education and training in the OECD countries.

(1) Wwith only a few exceptions, the OECD countries are capitalist societies
that are tharacterized by: (a) relatively few firﬁs dominating most
sectors of the economies; (Q) distribution of income in which the top
five to ten pércent of income recipients have.a greater share of natural
income than the poorest 50450"percent of the population; (c) relatively

‘-low leye;s of economic{growth for the forseegble fqtdte; (d) relatively
high levels of unempfoyment in coﬁparisdﬁhwijL the 1945-70 experience;

and (e) increasing pressures for expansion of social services to alle-

viate inequalities .and the hardships on‘tht populations creatéd ?y the

'$ "harsh edges" of monopoly capitalism.2

Taken together, these conditions suggest initial inegqualities among
individuals and families associated with the existing economic and social

systems; a rising intervenlion of the States to cushion the

- . . ¢
inequalities and maintain the conditions of social reproduction; and &
diminishing ability to provide the social resources to provide such

services because of a falling rate of economicggtowth.

(2) wWithin OECD countries these inequalities are reflected in the educational
attainments'of-tﬁtir popg}ations? The  amount and quality of gducation
Yeceived is largely a function of the socig} class origins, gi&, and_

'geographical location of ‘the individual ' ngstets from-families of.
modest income and occupational attainments,ifemales, and person&\from '
rural origing are likely to receive less schooling and schooling of a
lower quality than males and persons from higher socio-economic vrigins

»L and from urban areas. Further, at the same leQel of educational attgin—
ment, persons from higher socio-economic backgrounds have ggcess to

» - better johs, occupatioual attainments, and incomes.' In addition, there

| 1s considerable unemployment and underemployment at all edugl@ional
levels, inclugding unibersity completion.' The labor markets of the OECD

cduntries have shown an imability to absorb the large increases in recent

e
.

jﬁ&rs of university-educated young adults. :
, | . 7 ‘
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During the compulsory period of schooliné at the elementary and sSecondary

“

levels, almost_all-schooling'will take place in public institutions.
Whidee inequalities by social class, sex, and geographic location still
persist in these institutiéns, those inequalities have been dimindshing
over time. Moreover, thete will continue to be substantial increases

in the proportion of the young that complete secondary school, and '
especially those that obtain the qualifications for obtaining admissipné\}

to post-secondary educational institutions.

The present system of pr iding post-compulsory education and training

tends to provide the greatest public support for students from the most

" advantaged families and the»lfast public subsidies for person from the

least-advantaged backgrounds. This pattern is established by the fact
that youngsters from lower income families are least likely to‘complete
secondary training, and therefore they are less’ likely to be eligible
faxr post-secondary educational opportunities. Further, the most - )
advantaged students will complete an academic course of study at the .
secondary level, so they.will be eligible to attend the most highly -
subsidized part of the postvsecOndary educational system, the univer-
sity. ' Students from lower socioeconomic backgrounds will be more likely
to take post-secondary training -- 1if they participate at all at that
level -- in cofmugity college, ,technical institutes, and short-cOurse
institutes. Programs associated with these*blternatives tend to be

of much, shorter duration than university degree programs, and they

also entail smaller resource requirements and public subsidies. There-
fore, the present systqps of post—secondary educatiOn and training tend

to be inegalitarian with respect to their distributional imp1ications’

The present approaches to post-secondary education and training also
introduce various distortions into.- both ‘the educatiOnal chor@es of

young people and‘the economic opportunities that will be afforded them |
later.- First, public subsidies are not provided for all types of post =
secondary educational and tpaining experiences, but only certain types
of orthodox educational alternazzﬁfs s?ch asfthe university apnd various
other imstitutional training programs.. While some OECD count®ies pro-

vide training subsidies as part of thelr active labor market licies,

5
even these are restricted to selected ‘areas. The high level of subsi-

L d
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dization for some educational and tralning alternatives inevitably creates

a bias in favor of choosing them, in preference to those’that are not
Subsidizéd : o \ '

Second, to the degree that the state assists the young 1in obtaining
economic opportunities by providing such subsidies, it creates a bias
‘towards overinvsstnent in "human capital" as opposed to physical capital.
To a large degr;e these subsidies tend to stimulate the expansion of the
supply of educated labor to corporate and government bureaucracies while
reducing the training costs of those entities. Since most of the young
who_are fortunate enough to obtain post secondary education and training
do;not have access to capital for creating self-employment, they must
depend on the éxisting firms for jobs. These firms are able to take
"advantage of an expanding supply of trained labor with concémmitant
downward pressure on wages. Thus, indirectly the subsidies for post -
secondary education and training repreflent a subsidy to existing owners
of capitaf’by reddcing the wage costs of trained workers and by limiting
tne vast majority o he population to publicly subsidized investments
in tnsig'training rather than providing assistance in obtaining owner-

ship of capital. &

4

Implications fo;\Fiqancing Recurrent Education

What are some of the implications of this socio-egonomic context for

financing recurrent eddcation? First, 1t would seeq? at any system of finan-

cing recurrent education would necessarily have tohbo integrated with existing

forms of post-compulsory education and training. That is, it wculd seem’ that

" the design and finance of a system of post-compulsory education would include
all education and training beyond the compulsory schooling period. This dis-~.
tinction between compulsory‘versus voluntary education‘and_ '
. training represents the major distinction that oharacterizes adult recurrent
education. That is, following the conpuISOry schooling petiod, one can choose
the amount, typell‘rd timing of further education and training Thus, the
existing set of post—compulsory ‘opportunities must be integrated into the over-
all recurrent educational system, since all are voluntary options that are
'msde gﬁtéi_completion‘of compnlsory schooling. Accordingly, a tomprehensive

b . K /-
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approach to recurrent education must4encompass‘all traditional forms of post -

secondary eéducation and \training along with any new forms that may emerge.
\_": o . + ¢ . . |

A second- implication is that no approach to recurrent education, by
itself, will solve problems of inequalities that emanate from the nature of
the economic ‘and, social systems of the OECD countriesfs The fact that the
young will enter the; post—compulsory period with different socloeconomic
advantages and educational attainments is reason in itself to be wary of
claims that.adult recurrent education will resolve these inequalities when,
they were not r;solved earlier. Howeu’r, these inegualities should not'be
used as a basis for further unequal treatment in favor of advantaged popula-

tions. To the contrary, the organization and financing of national systems

of recurrent education ought to be distinctly equalizing. in both intent and

outcome. As we will note below, this can be better achieved by providin
entitlements with -larger potential subsidies for further education and training
to those populations that are the leas® advantaged.

o

A third implication is that any system for financing recurrent educa-

tion should be flexible anough to provide support for a large number of nen -

>

~orthodox educational and training alternatives as well as to provide a diver-

sity of patterns of utilization. That is, if only the traditional forms of

post- gecondary instruction-.are eligible for support, the ability to create
diversity in types of educatl training experiehces as well as fle¥ibility
in their utilization will be seriously compromised. A’ system of recurrent e
education shouid be designed in such a way that various types of options that |
are presentlyeunavaif\kle or even beyond our existing imagination might
emerge and be compatible -with the dverall system of finance. v

¢

)

A final fmplication 1s that even with future reductions in the number of
young - who will be entering labor markets, problems on undmployment and under— ‘

employment are likely to continue into the future. Accordingly, the organiza—

tion and financing of recurrent education ought to promote increases 1 emplng

‘merit opportunities as well as the expagsion of. trained labor. Vehicles for.

doing this_will be discussed below.

”
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s ‘(" Td£ NATURE OF INDIVIDUAL ENTITLEMENTS - .

,’,-‘ o e -,
Given this socio- conomic context and its implioations, it is possible
-;to present a plan for financing reCurrent'education through a plan of post -
compudsory entitlements for individuals? An entitlement approach refers to
‘the provision “of a guaranteed amount that w0uld be provided by the govermment
for each elig!ble person to ohtain education and training in the post~compulsory
. education period. The entitlFments could be used for' a wide variety df educa—
tional and training experiences including the universities, teacher-training
.colleges, short-dy%EE;Vbcational programs, apprenticeships, on~the~job training, \\\\
'_retraining programs, d adult education courses of bqth vocational and non -
- vocational types.

Essentially, the plan would work as follows. Each person would become

eligible for an entitlement for further training and education at age 16 or '

the age at which thecompulsory schooling period terminates. These L
."entitlements could be used to obtain further education and training in any e ,A:;
“program that meets the requirements set out by the government for program R |
eligibilityj\‘Such programs could be sponsored by governments, nOn-profit
agencies such as trade unigng and religious institutions, or profit-seeking
.institutions. They could,include virtuslly all of.the existing postfsecondary : ,t:{gn
institutions stch’as the colleges and universities and- training programs as - -
well as. apprenticeship .and on-the-job tr/;ning-programs Thé exact nature
of eli.‘bility would be determined by the goals of the recurrent educagion _ _ N
approach. Program eligibility to receive and redeem entitlements from studants.“"jé/o
would be based on standards set out by the gOVernment such as financial
accountability, educational and training c0ntent, procedures for handling[
complaints from participants, and the provision of sufficient and accurate
information on programs. o o ',
‘ESuch.entitlements céﬁld be composed of both.18ans and grants. where the :-
total amount and composition of the entitlemént would depend upon the family '
resources and other background\characteristics of the student. For example, .
it might -be expected that the amount of the entitlement and the grant portion,
specifiocally, would be larger the more meager the reBources of theﬁstudent and..
d {
b

e
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his or her family. 1In additionm, the{éntitlement might vary aJcording to/ the types

of training or education that a studepk”ﬁhooses to updertake with more support

being pr0vided for, study in those fields that are considered to have a high "
J

socdial priority and unusually high costs. '

<’

-
»

\

Perhapgs ‘the most important aspect of the entitlement-approach is that
individuals coﬁig_qse it for any combination of eligible training or education

e maximum amOunt of the entitlement. Moreover, the entitle~- ,;

ment could be drawn upon over a considerable period of time both

In

prier to

fact

entering nhe workforce and during the working period
reasonable to permit entitlement accounts to accumulate interest

tive for the participant to cons!her carefully the recurrent and

it might be

i
ag, an incenr
=

continuing - °

"and which ones were less attractive. "

education and training possibilities that will exist ovetr the life-cycle.

i

X .

Programs would compete for students and their entitlemeq&si.fnd new offerings

would arise to take account of emerging training needs. '
- - ‘ : 8

u
N N .- =

A public information system would be developed that would: make entitle-

ment. reciplents aware of particular education and training programs as well *

- as the oppgrtunities that are available in different occupational fields.

This systematic provision of informatiqp would also Keep potential providers
of programs 1 informed about which areas | wed ‘high student or trainee demand
GOvernment sypport of post~compulsory
education and training would be vested predominantly in the form of entitle-
ments to individuals rather than of grants to support institutions directly,

and these entitlements would create financial support for institutions a}cording
to the choices of the student or trainee- participants. Moreover, all of the
existing sources.ofﬁpublic funding would be coordinated into ope overall .

system of financial support to replace the present

[
s

,cépfounding diversity of

fupding programs. | '
- ‘ -

“. : . . - . l )
! T8 summarize, a system of post-compulsory entitlements would have the

following five general properties:

(1) -Public suppor§ of post-secondary education and training would be
. channeled to the sttdent in the form of a promissory note or
entitlement.
‘ v
@
;:t 'Ii? * . 1.'
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(2)‘ The entitlemaat/would obligate ‘the gdvernment to provide a spf cified
“) '7‘ _'amount of grdnts and loans ¥hat could be used for participabing in

» ,;,, eligible education“@nd training programs. 1 l,;“ T b .

f3)u,The entixlement could be used over the lifetime ‘of che student ‘and ‘
. the unused portion would draw interest. The amount, of the entitle-b
“ment and its composition between grants and loans would be deter-
Ly mined by the familyccesources of fhe.'student and other pertinent

factors. S - -'aﬁi‘ SR S « 7

(4) Any education or trainingyprogram meeting the eligibility require-
. -ments getout by the government could accept students with entitle-"
e ments and redeem them forcash from the government treasury. Such insti~
tutions would probably include most existing colleges, univetsities, ’
. training institutes and training programs {f trafle unions,
government and industry. New programs .would alsg be eligible to

participate by meeting the specified eligibility requirements.

-y

(5)° Governments. vould sponsor an information and regulatory agency that
‘ would provide data for participants on training alternatives and o
their costs as well as progham descriptions and performances agd,\N\\
o thé job prospects ‘among different occupations and training speciali-
'k\‘T’/l‘ zations. The" ‘agency would algo set out the specific eligibility
| “fegulations that determipe both the conditions of students and
trainee participation on the one hand and the requirements that - '}<~i )

must beisatisfied for program eligibility on the other.. . .

Within this framework there are a vaniety of plans that'might be constructed,

eagh respOnding to different'objectives. It is not possible to analyze the

- RN
’ . 4 R
- y S e
. N 4 ' : .

*

The three major components of a post=compulsory entitlemeﬂiﬂglan are -
referred to as (1) the finance system. (2) the regulatory systig

,iniormation systam? The speciﬁic details of. these three systemin;; _
| together will determine the operations and outcomes of the entitlement approach.

The finance system refers to the determinatiOn ‘of how much the entitlemeht will - v
be and how it will vary according to the characteristics of the participants

ard ‘the options that they choose. The finance component also requires determination
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.
" of the composition of Entitlemepts betwe loans and grants; the'particular

-

' details of the 1aan and grant provisionS‘*che method by.which the government

‘will obtain revenues for Supporting the entttlement\system and the estimate L

of the total support requirements fqr the entifﬁement plan.,- _ L

[
~

; %"
The regulatory system embraces the rules and rqgulations "and the set of

o

: conditions under which the system willioperate. These aspects include the

definition of who is eligible to receive an entitlement, aht of the’
entitlement as set out by the finance system and the conditions under which
the entitlement could be used, the requirements for e1igibility to redeem
vouchers among, providers of educational a:d training servieg, and the nature

and responsibilities of the regulatoxy agency that would monitor the szt -

. compulsory entitlement approach. , . T ) "(

' costs, eog;aphical distribution, and changes in- the patterns of ‘.Ese indi-

. o

Since an entitlement appr ch places a heavy emphasis on alte natives and
choice, an information system must be constructed to provide useful nd
aCcessible information on -these choices for both the indi dual participants

and. for the institutions and enterprises that wish to offer educafion and

'training to entitlement recipients. .Examples of information thatj might be

needed by the individual participants include program descriptions» personnel
qualifications, curriculum, costs, enrollments, facilities, placement services
and experiences of gradudtes, and the proportions of students completing i
training. ,Information for potential\providers of services might include the " -
distrihutions and levels of. enrollments by types of education and training;
cators ‘from year to year in order to. discern trends. . Of course, data on
occupational trends would also be useful Finally, the regulatory agency
w0uld require data to eValuate the gsuccess of:the existing provisions, and - -
it would_/lso need to set out an efficient system for disseminating the infor-
mation to the appropriate c¢lientele.

N y

" Obviously the finance, regulatory, and informgtiOn systems are not

strictly independeut of each other. For example, the definitions of eligi—

ibility for both individual paf%icipants and providers of training and educa-

tional services will have an important impact on’ the financial requirements

- : ) ) ‘o Kyl i
) ’ . ‘ e




. -10.' . )

of'thetentitlement plan. Likewise, the degree of equity that’fg desjred will
have implications for both the regulatory mechanism and the finance system in
that requirements will be set out with respect to-how the entitlement might

vary with the financial resources of the.family of the recipient. These .

"regulations will'affect the method‘by which ent¥lements are allotted as well

_as the distribution and.level of financial support for post-compulsory educa-

tion and training across the population. Thus, while each of ' the three com-' /
ponéﬁt systems might be addressed separately for purposes of constructing a
postecompulsory entitlement plan, tHeir interdependence should also be
recogniied in the COordination of the various aspects of the approach.

. !

. Before reviewing these three components more specifically with respect

to their design and implementation, it is important to consider the potential

of the individual entitlement approach for financing recurrent education and

. meeting the various criteria with respect to comprehengsiveness, equity, flexi-

bility, and the promotion,of.increases ip employment that were set out in an

earlier section. ~

1 : -
Comprehensiveness

Individual entitlements enable a complete integration of existing forms
of post~compu1sory education and training as well as emerging ones, since
the entitlement 18 neutral with respect to these aIternativ:?, Under.mor7,conventional
forms of financing post-compulsory educatiqn, educational ard
training institutions can’only be establié}ed on the basis of a direct
financing commitment from the government. This means that the provision of -
new opportunities must depend upon the acquisitigp of government support which
creates cumbersome requirements for the initiation of new offerings as well
as the loss of many potential training and educational programs that might be'

offered by private and non-profit sponsors." In contrast; the -entitlement approach

" ‘ehables adults to use their education and training subsidies'directly, whether

for traditional university education or any other eligible post—compulsory
alternative. Indeed, the financing mechanism is ndutral with respect to the

type‘of education or training, 8o that new offerings can be considered on

.their own merits rather than whether they fit a more traditional system of

direct institutional subsidies. Individual entitlements enable a comprehen—

sive approach to financing recurrent isucation that can not be found in the

more_"piece-meal" approaches that characterize the ‘present system. And, they

N ’ _
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tan easily encompaﬁs fyture alternatives that are noq\yet on the drawing board.

Equity _ . e i !

-

While no claim is maMef that the digtribqtiqp ofg income o adult opportuni-
ties will become more nearly equal under a plan of individhqlq:§titlements or
under any other~system of financing recurrent education, there are strong
reasons fo? befieving that thesfistribution of’ educational and'traig}ng.opporf
tunities.can hecome more equal. There are threg bases for .this: (1) By making
each person aware of the existence of an enfitlement for post-compulsory educa- !
tion and training, it is more likely that he or she will make use of 1t than
under the_existing system where no entitlement ®xists. Under the p;ésent
approach, only those persons who are aware_bf available educitionai aﬁd
~training Opportunitiéﬁy-generplly the more a¢vantaged,membefs of soc;ety~-will-
seek out those Optionéf) But, an entitlément will make alljcitizens fully.
aware of their eligibility for such opportunities. (2) It i3 expected that
under a systeq\of post-compulsory entitlements, new .education aﬁd training .
choices will arise that will be more actessible and attractive to the less -
advantaged members of- sociéty That. is, there will be:an incentive by educa- R
_tional amd training agencies to attract the ' 'newfclientele" who are not
presently participating in post-compulsory education and training, but who
will have the entitlements to do so under this néw approach. (3)vUnder a
system o\post—compulsory entitlements, it is possible to tailor the size of
_the entitlement and the,cogditions ‘of its use to favor persons from less
advantéged baékgrounds. In contrast, the present sfétemé of financing post -
compulsory education provide subsidies to.}nstitutiOns according to their | .
édudational and training costgiqacher'than according to the socio-economic backgrounds
of their clientele. By prd@iding larger entit}ements to persons from loyer
income faﬁilies! such .individuals will have a greater incentive to undertake
* post-compul8ory education and training and will have the ability fo uﬁdgrtake‘

‘a greater amount of such experience. o T

R}




Flexibility = N

'

The individual entitlement approach maximizes the flexibility of the’

overall recurrent education approach, since the’ subsidy can be used for-any

,combination “of training and gducational opportuniéies that are sel’cted W

N . the entitlement recipiqnt. The entitlement can be pdrtially utilized before
4

entering the workforce' and partially utilized duringlintermittent periods of
training during the individual 8 ca{;er. Or, the individual can apply the
_ entitlement to a unilversity education immediately belowing his graduation Q‘
- from school. Alternatively, the use of the entitlement can .be deferred for |
geveral years beyond the sclicol-leaving period, until after the recipient
establishes his career. All of these'patterns can be accomodated with no

. special arrangements.

Further, the entitlement can be'utilized for any combination of educa—
* tional or training activities that are acCredited for its useé. The govern—ﬂ
\ment need only set out the vafious eligibility criteria with respect np the
organizational requirements and types of education and training that will be
eligible to be funded by entitlements. - Both the state and ptivate sector
- can offer education and-training experiences, and there will be a strong
incentive to neet the requirements and needs of studemts and trainees in
order to attract adequate enrollments. Rather than the gdvernment facing “
the difficult challenge of setting out financing arrangement8 for large num-~
bersrof possible- recurrent educational and training activities, sthe activi~
ties can be initiated with the knowledge that 1f they are attractive to
adults they will receive funding from the’entitlements of their enrollees.

l

. Finally, there.is great flexibility in this funding mechanism, sincJ

particular policy goals'with respect to equity or special educational needs
can aldo be targeted in an effective manner. . For example, larger entitle-
ments can be giveh to persons frmmunderdeveloped areas or. persons who will _
study 1nfipldsof high national priority. As we stated previously,_-he -
,entitl!ﬁent can be "pro-poor" in providing more resources to those who have
the least ability to finance preparation for their own careers and who lack

other advantages that wopld enhance their adult opportunities.

. . -
.
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Increasing_Emplqyment L o N

"The mechanism of .individual entitlementa ‘can also be used to inarease .
employment for both individuals and grqups of workers.- The problem of bothl
youth and” adult- unemployment '1s a very serious one in the QECD counﬁries, and
the slow #ates of expected economic growth asawell as technologicalvchange
(e.g. the revolution in miniwcomputers) may.makeithe existing job situation
even more dismal. Post-compulsory investments in education.and training
gperate only on the. supply of human skills and capabilities and not on the
demand for them.- Accordingly, policies for increasing Jjobs must acgompany
policies for expanding training and educational opportunities.

At the very least, active labor market policies must be pursued to pro-
vide appropriate employment for. edUcated and’ traineh labor, and thes policies.
should be coordinated with- any policy of recurrent education}1 However, the
indiVidual entitlement approach has some atttactive features in itself for
addressing both the retention of existing jobs and the creation of n!htones.
In at least three ways the enti:lements can be used to create jobs for
trained labor as an overall part of'the recurrent education strategy.

¥

First, many of the UECD countries are experiencing plant closures by

wmultirnational corporations, as such firms shift their activities to third

world countries that promise greater profitability because of low wages and

‘state repression 9f trade unions. In many of these cases the activities that

are being transferred are still economically viable,/but not astprofitable“_
as ins.countries where the permissable degree of labor exploitation is con~
siderably higher. ..In such cases, the closure of the firm cregtes unemployment
and great public expense in the form of redundancy or unemployment payments
and public adgistance.

» 1f the firm can be shown to be viable, the workers can be offered the
use of . their redundancy or unemployment pay to purchase it with the assistance
of government loans, and their remaining educational and training entitle-
ments can be used to assist them in acquiring the training to undertake the

management and operations of the plant. In this way, the state could assist

' the employees by training them at the employment site to operate their own
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firm as a producer cooperative or another form of self-managed entérprise.
It would seem that entitlements might be part of an effective - strategy to

retain jobs under the aegﬂh.of worker-owned firms in sﬁah‘sinsumatances

.

«

Second, the entitlements might alsb'be used to create fpbs through

A,
permitting groups of adults to combine their entitlements to prepare them &

]
for starting collective enterprisés that might be owned and managed as .
cgoperatives. for-example,'if algroup of persons proposed the creation of
Aé?:mallﬁenterprise.to the government, the appropriate goVernment agency might
inVestigate the potential viability of such a firm. If the basic plan

seemed souns, the, government might lend the’gjoup;the necessary capital while.\
-using the firm's assets as collateral for the loan. But, one of the crucial
determinants for successful operation would be the proficiencies of the labor,
force for operating the business in a viable manner. It is‘here that post -
compulSory educational entitlements can be combined to cover a training pro-

- gram for the workforce. Such training might be provided by the government
with funding from the entitlements, and the fact that it would ba done
"collectively rather than individually would énable persons to be trained to
work with a unique set. of co-workers for“be specific requirements of the
firm that was being established. . _ - g

» / o
)
A .third area in which post~compu1sory educational and _training entitle—
ments ‘might be used for job- creation would be to set out a policy in which

a portion of the entitlement could be usged to, purchase tools .and equipment

that are. required for self-employment. Many persons ‘who receive training .

- 1in particular careers lack-the access to capital to be .self-employed.
Examples include the manual crafts such as carpentry, welding, painting,

‘and so on as well as professional ones guch as accou ing, law, and architec-°
ture. Rather, persons with training 1n these areas must typically seek -
employment with existing firms. - ;' _ x

L4 i

" An alternative arrangement would permit entitlement recipients to acquire

education and training ‘and to use ‘the entitlements for those capital invest~
"ments that are approved by the regulatory agency as being pursuant to their
- careers. . In this way some persons could not only acquire relevant job skills,

but they could create jobs for themselves by. inveSting in the physical capital

hap? 3
N
Nej
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that is necessary for those careers.
L | . * V2

The use of entitlements on both am-individual and collect e basisvtb“ .

pay for both’ training and the necessary physical capital could reate

additionaL jobs, especially in the service sector ‘where ‘large amounits of .

capital are not as necessary as, in. prqduction. -Examples of such’ services are
gthose of mechanics, carpenters, artists, bookkeepers and accountants, land- .

scape architects, maintenance specialists, gardeners, business consultants,

ahq‘ég on. While these uses of an entitlement approacknWOUldnot address alln -
-of the employment problems of the.OECD countries, they could be part of a

‘policy mix that ‘combines education and training with a job creation,and
_retention approach

- : l L4
.
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kEvidence on the Potentjial of Entitlements -- ’

| 557' Thu§§ﬁar we have asserted that individual entitlements represent a
more comprehensive, équitable and flexible approach to financing recurrent
education, and we have suggested that, they also have greater potential for..‘
"combining educstion and training with job creatipn. Fortunately, there
‘exists a substantial experience with individual entitlements in the “United
" States, so it {s possible to review the validity of some of these claims.
Since 1944 the U.S. Government has ggovided educational benefits to military
veterans under the so-called GI Bill. Eligible veterans are provided with
monthly payments while enrolled in accrédited education and training.programs.
‘At the present time, a single veteran who, is studying on a fulltime basis’
receives $311 a month, while veterans with dependents receive more. For-
example, a veteran with tyo dependents would veceive $422 -a month. Benefits
may be used for up to-45 months of study. Thus, a single veteran is eligible
.. . for a tqtal entitlement .of about' $14,000, ad® a married veteran with a child
is eligible for an entitlement of about $l9 000. . An* enormous variefy of
training and.educational programs are adEredited for GI Bill enrollees, with
.... eligible institutions required ‘to meet X%rious educational, legal, financial -
and reporting criteria for’ eligibility.

20
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Since l!h& more than l4 milliOn veterans have recei¥ed educational\\\
benefits under the three GI Bills that have been enacted during the last 35
years. ' In’ fiscal year l976 about $6 billion was paid to veterans in educa—
tidn&benefits. This represented more than half of the federal expenditure
on post-secondary education and'training? In sum, the GI Bill provides the

equivalent of individual entitlements to veterans that can be used for a wide

0

BN

varfety of educational and training options in both- the public and private
sectors. Further, it is a very substantial program with three decades of
experience. Accordingly, it is interesting to observe)the results of the
GI Bill educational entitlements Qith réspect to their'comprehensiveness,

g “equity; flexibility, and.labor market effectiveness.

4 ' . -

* The comprehensivenegs and flexibility aspects of the GI Bill can be
reviewed together, because of their obvious overlap. The comprehensiveness
is evident in that the entitlements can be received for enrolling ih a-wide:
range of" approved programs including most colleges and universities, training
institutes, onethe—job training programs, correspondence schools, and 80 on.
In the 1977 fiscal year, almost three quarters of 'the GI Bill recipients
chose to enroll in colleges and.univ’ersities.l6 0f course, a substantial
number of these were enrolled in the -two year community colleges in career
training programs rather than in four year academic courses,of‘instruction.
About oge-tenth were studying in vocational and technical institutes, with
almost an equal number engaged in on-the-job apd farm training programs.

The remainder were involved in correspondence schools, flight instruction,
and’ high school cogipletion. Among all veterans, almost 80 percent were in
public’ institutij7s}7: ot

[

over the ten years following their military service, there is ¢onsiderable

Since the Gl Bill permits veterans to utilize their educatiOnal benefits

time in which to choose and undertake educational- experiences.. 0f course, ’
even: a decade is considerably shorter thih a fully recurrent program (so

participation would b€ ‘higher over a longer permissable period) The use of

the educational benefits can apply to part—time or full—time study, and they
can also be used for correspondence school courses while fully employed.

The benefits for anything less than full-time study are set atprbportionately

" lower levels than_for fulltime enrollees. The OVerall result of this compre-

5 - - |

| | 21
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hensiveness and filexibility is a rather high rate of utilization of educational
benefits,- with the'currentmestimate that significantl& over three-fifths of

" recent Vateran cohortsfbill use 'their educational benefited This'broportion
. 1sConsiderably higher than the'post-sechndary.barticipation of non:veterans,
which is somewhere between 40-50 pércent. Further, it has been concluded

from statistical analysis of'enrollments that about one—third'of all vetergn

students would not have undertaken the education and training in the absence

y of the GI Bill benefits.l9

Even more Mmpressive are the_équity'implications of the enrollment pattérns.
Although in the general population the ‘posp-tompulsory enrollments of blacks
“are considerably lower than for whites, among veterans the blacks showed
slightly higher rates of participation utilizing the ‘educational benefits of _
~ the GI BillFC)After AdJusting for test scores and prior educational attainments,
ther participation rate for blacks was ﬁound_to bessome'nine percentage points:
" higher than'for'equivalent~whit2é?' Thds, the GI Bill entitlements seem tO"be
COnsiderably more effective in providing education and training to at least
_oue major, economically disadvantaged group than the more traditional.approaches.-
: &v )
N But, . of course, one question that might be taised is that of the quality
-of choices. That is if the enrolffees are simply using their entitlements
'I frivolous ways, the mere existence of a higher level and more equitable
.pattern of enrollments. is not tantamount to a higher level of and more equitable
educational benefits. Among a variety of sophisticated analyses comparing the
earnings of veterans who had taken vocatiénal training under the ngBill and
those who had not, it was found, that earnings ‘were about ten' percent higher
_ per year among the GI Bill group This is about twice as great a gain as A
that associated with government-sponsored Manpower Development Training Act
..(MDTA) programs. For black veterans who ubed their GI Bill benefits,'the
gains were even greater with a differential of'lS percent higher earnings
over comparable blacks with similar educational attainments and 'test scores
and no GI Bill training. Similap-earnihgs'gains were found for veteraps who
had used their entitlements for on-the-job training or’ college enrollments, o

.PI_

although no racial comparisons were made.
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In summary, the extensiveXExperience with tHe GI Bill has shown that /
a general gystem of individual{entitlements can be more comprehensive, flexi~
ble, and equitable than the more conventional methods~{er financing post -

compulsory ‘education and training, and there ig some evidence that it is mgre

_effective’ in imparting skills that are remunerated i’ labor markets. The

fact that blacks participate more fully' in post-compulsory education and
training and receive relatively larger benefits than whites is also a.rather
remarkable finding. Indeed the’ redistributive effect of the GI Bill entitle-

ments is particularly surprising when one considers that no compensatory

'entitlements a¥e provided on the basis of family background, so ' that blacks

and whiteh and rich and poor receive the same entitléments. The experience'

of the GI Bill suggests that individual entitlements represent.-a“ forward-looking

- approach for constructing an overall methods for financing' recurrent education.

t

III.. IMPLEMENTING A PLAN OF INDIVIDUAL ENTITLEMENTS
- § . . ' - '. -~ .
. .o

While the general description of a plausible entitlement plan can be’

.described quite readily, the actual details require very careful formulation.‘

At vhe -&nd of the- compulsory education period. -~ e.g., at.age 16 -- individualsr
would be registered with the national entitlement .agency. Based upon the’
various criteria of eligibility, they would be infotrmed of their drawing-rights
under the entitlement mechanism. Moreover, they would be assigned anidenti-

fication number which .would be used to keep records on the use of the entitle—-

" ment such that 1t mighx be possible_for a person to obtain quickly through com-

. . puterized access the information on the amount of the entitlement that still

remained as well és other pertinent information. In order to utilize the

remaining value of the entitlement, the individual would apply to the entitle-

ment agency to undertdke additional study or training from an eligible pro-

vider. The agency would provide a draft or voucher that could be redeemed by
»

. the provider for cash by, submitting it upon receipt ‘to the government treasury

1

All of the accounting and records would be maintained by the national
entitlement agency, and an annual or periodic rtport would be issued to each
registered individual regarding the dréwing rights that were still credited
to him. - Possibly the unused balances would draw interest in order to compen~

dividuals who diStribute their entitlement over longer periods. And,
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" at retixrement age it might be appropriate to refund to the individual any
une ended balance or it could be given tohis estate 1A case Qf early death,
In,this way the entitlement recipients would not be pressed to utilize the
entitlement in- frivolOus ways, and ‘the Teturns to any use would be balanced '
against simply permitting the value to accumulate with ihterest until retire-
Vment. This would be an especially important provision for establishing equity

for persons from less—-advantaged ba:;grounds, who have hiétorically been less

able and leés likely to take advant e of post—compulsory schooling opportuni- .
23 o \‘ v '
ties.. : : v . ,

Finance .
A number of particular questions must be’ resolv:§rtoﬂconstruct the,
other finagcing details. These include (1) the source of revenues, (2) the .
size of entitlements,” (3) the'manner by which entitlements will vary according ‘
to the characteristics of the recipient ahd training chofce,y(A) cpmposition 11_,~
of entitlements between grants and loans, and (5) total, public sypport require~”

ménts. Each of these will b; addressed briefly.
L ’ . - . . \ "

(1) Source of Revenues e

There 1is no single ;pproach to the method'oﬁxprovidingrgovernment reyenués
- for post-compulsory entitlements. " The different c0untries of the OECD have -
..different tax systems with respect to the degree that they rely upon value—added ‘e
- or turnover taxes, personal income tages,-excise taxes, and business taxes.
But a‘etrong case .can be made for obtaining revenues from a broad-based tax
-tather than arpayroll tax. That is, such a program sh0uld not be paid for by

workers alOne, but by all segments of the populatiOn?AI

Unfortunately, much of the recent literature gn the particular forms of
. recurrent education and training such’ as educational sabbaticals has focused
on the use of a payrolllxax that- would provide a trust fund for such expéndi-
'tures somewhat similar to the Social Security programs in the United States.z5
The principle underlying this view seems to.be that’ educational ‘leave and life - .
wiong education are necessary ingredients for everyone -- at ieast’ everyone in.
the labor force - and a provision should be made for this by impdbing a manda-

tory ‘tax on employers and employees that would be earmarked for such a function.

. -~
* v
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ﬁowever the use of a payroll tax /for such purposes has a number of wpry'
seripus deficiencies.z6 First, unlike the soclal insurance concept, the use of ' , .
the entitlement 1s ‘voluntary #ather tha& being based upon a’'certain event such.
as retirement- or. a contingency such as death or disability. Those persons whom
did noét utilize their‘entitléments wquld neverthele%s pay for them, and the
historical record suggests that the least advantaged workers would be ‘the
least likely to utilize fully their entitlementsq:, Thug, a payroll tax on all
' workers would imply a subsidy.of those who did use fully their entitlements
by_ghose that did not, a redistribution of wealth in favor of the more advan-
taged (unless unused -entitlements were permittedfxq,accumulate interest and ‘
reyert to the worher.at_retirement or to his, estate in‘case of premature death). dw

'
- v
Moreover, thepayroll tax tends to be/;ngressive. In fact, it has been
found to be the_most regressive major tax in the US tax system.z-8 Since it is a
tax on labor earninga rather than on such sources of unearned income as rents, .
divident - profits, and interest, this means that the very sourceéfff income‘Jﬂ

that char‘bterize the rich are untouched while the working poor and middle

-

o classes are forced to- sugport the entitlement system. ‘That is, the one-third

- or 8o of. national income that is derived from ‘cdpital and’ that is concentrated
"among the wealthiest families in all sociaties will be excused from .supporting

~ the post-compulsory education’ and traiming system. -If the tax.s levild in a
fashion similar to the present Social Security tax in the United States, it

would apply-as a constang tax rate up to a maximum level of earnings so that
‘earnings beyond the mgximum level would not-be*taxed. This too means that a
higher proportion of a poor person s income will be taxed than one with a higher
salary. Indeed, it was estimated for 1966 that the U.S. payroll tax represented

- ahout twice as high a proportion of annual incomes for recigients undet $15 922125
as it 'did for those with' incomes in the $30,000-50,000 range. Thus, the use -
of a payroll tax to support post:c;mplusory entitlements should be examined - '

with great eilrcumspection. -

\ ~
., ¥y - s
1}

'(2) ~Size of Entitlement:s ' o o -

The- following factors would seem to be important in setting the size of
'the basic entitlements: the costs that the government presently incurs in
subsidizing students in public institutions of higher education and public =
- .supported training programsq the total direct cost of -the various post-compulsory_ -

* 1
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ducation'and training programs; and the foregone' earnings dr(the qosts of
maintenance for a stulent for normal living expenses. ' The importance of the

«

present governﬂ!nt subsidy is that it gives a guideline for the level of -

© .support to post-compulsory_educatian that the government has already shown its =

' ‘willingness to praovide. The total cost of various types of training might

be ingtructive for modifications of this amount. Finally, it is important

to consider the other costs of obtaining post-secondary education and training.
CA

that are reflected 1n the lost earnings of students or the costs of maintaining

the student during, his periods of study in order: to ascertain whether these
should be subsidized _ ST ] ’ ' : N

+ . ' N'n)v';.,'{, r‘ : .

For'ekamplé*‘the average subsidy per student in four year public institu—
tions in btates such,as Califotnia 1s about $2500-3000 suggesting that the

state is. Willing t00pay about $10,000- 12 000 for the four year course of

’study leading to the B. A dggree. 0f course, the state and federal govern-

ments provide other types of support for particularly needy or exceptional
students- as us}l as ﬁor those eligible to receive Qenefits under the programs
for military veterans snd Social Security. As a first approximation, it

might be useful to think ‘of this amount of $10,000- 12,000 as the basic entitle—

13

ment;that_would be made available to all students, not just those who complete

. { . -
a four year program at a public college or university.:

-But even this amount would not be adequate to cover the indirect costéj-
of study reflected in foregone earnings or in the living expenses for students
and trainees. - Accordingly, it may'be'necessary‘to consider possible additions
to .the entitlements under'sohe circumstances as;well as the provision of loan l‘

programs for expenseg,beyond the entitlement. The composition of such loans

and grants might vary according ‘to the social class background of the eligible

individual and other factors. ) i

L4

" (3) Characteristics That Might Alter Basic Entdtlements

While the setting of the basic entitlement is necessary for establishing
a éeneral oaseline for' the entitlement program, it is useful to consider the
circumstances under which the entitlement might be varied because of the pdr-
ticular characteristics of the recipient or because of his or her educational

or training choite. For middle and upper income families an entitlement of

' »
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"7 812,000 might be quite adequat@“for enabling their offspring to undertake v

e

t ; post-secondary education and trnining While $12,000 might not be enough to X
pay all of the direct costs and the living costs of the post~compulso’9 endea-

~vor, such families.have additional~resources to. provide such payments. Thus,
a combination of family resources, student earnings from part-time work and

summer employment, and j[loans could be used to supplement the entitlement.
e . ° ‘ .

: : g ‘ - ¢
¢ . 'But,_persons from lower income backgrounds are not in such an envfﬁble
position. Their families are less-likely -to provid\e:\e\ither the additional .
direct costs of post-secondary education such as the balance of tuition er =«
expenses for books and materials that mlght not be covered by entitlements.-
They are also less able to provide:‘he 1iving expenses and .to forego the

» . -earnings that woulq be obtained from work rather than study. Finally, evén ;o
1

their access to part-time work might be compromised relé!&'e to their more o
advantaged countewsparts because of their lack of connectiong and information
which often sequre such jobs for middle and upper class youmgsters.

> - .

"

I

Accordingly, it would seem that tb obtain high lévels‘of participation
« ' 1in post3secondary education and training among low income populations it will
-be necessary to provide entitlements that\would cover other educational expen-
ses as.well as the costs of maintaining the trainee or student. One important _ !
_aspect of the finance system would be to design the entitlements to take '

-

‘account of differences in family backgrounds and resources.
. . L] »
. " A second dimension along which entitlements might’be'expected to vary -
would be in those cases that training programs were of unusually long duration

i while having a high social benefit. In those instances the’amount of the

entitlement might be- increased. in order to account for "the relatively longdr f;\
. training period, andlx)encourage persaq? to enter those professions. of
course, thii type of proBlem might also be solved by a liberal policy of loans
that could be repaid from the future earnings of the recipients Certainly,
additional subsidies for the training of physicians will not~“in themselves
expand the number of physicians who are trained; and such graduates can

e easin pay their loans 8ut of their extraordinarily high incomes received

o //’during their professional lives (at’ least in. countries like the U. S. and West

Sermany) Thus, the adjustment of entitlements for long program duration and
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' ment for more Expensive traindng.

- the form of higher earnings. Accordingly, th recommend that assistangzwtot;

- . L T T _
high ‘program costs'should be justified on the basis of associated social

jbenefits-uf\the policy rather’ than automatically allocating a larger entitle~

Also, an entitlement might be increased in those exceptionally meritorious
cases where it could be argued that the development of extremely Scarce talent

required the additional inVestment. For example, persons of exceedingly high

scholarly, artistic, mechanical, or. scientific' merit might be chosen tor ceive’

highly specialized training beyond that which might be available for the 4ver-

age person in their career. Again, the social benefits of developing such
talent represent the basis for the largem® special entitlements where the
talent would be identified by some reasonable set of procedures. The social

benefits of such a policy would be reflected in the potential cultural, scien-

tific, and technical discoveries, as well as* the potential contributions to

the artistic, cultural, and material well—being of the society,

(4) Composition of Entitlements Between Loans and Grants

A very important issue that hag arisen more generally in the debate over
post—compulsory educational and training finance is the justification for:pro—'
viding loans rather than grants. According to some analysts the primary bene-
fits from post-secondary investments are those received by the individbal in
such educption and traiping take the form of income—contingent loans, thosqb}
that are repaid out of the higher earnings releived -by those with the additional
traininSP' An alterndtive’ argument is that the benefits of such educational and
training endeavors are shared between society and the individual and some basis
18 ‘supplied- for providing a subsidy for post—secondary educational and training
endeavors. These benefits include the benefits of equalizing access to educa-

tional opportunities. Even in this case it is not argued that society should

_bear all of the costs of post-¢ompulsory education, .but only that portion

which reflects the social share of benefits.
She .

Itd ‘

But, the territory between the social-provision of complete gramts for all

‘postfcompulsory training and education and that of loans, alone, is.a vas{ one

with all types of combinations of loan and grant plans. Thus, it is important

to reflect on ‘the composition of entitlements between loans and grants. We have

o
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'suggested'at-Ehe”outset of the design 6f thd entitlement that one possibility
would be to provide a $10,000-12,000 entitlement for everyone with some in- A
crease: in entitlement for selected populations that are considered to be dis-

_ advantaged with re8pect to post-Secondary education and training opportunities

We also suggested that a,system of loana should be provided for persons who
need more than the §lO 000-12,000 or other set amount.

1

But, there exist a number of other\posaibilities for combining grants and
loans into "dual jentitlements.”" For gxample, it may ‘be more useful to think
of every person Being eligible for a,specified sum of grants and loans depending
upon family background. In qucn_an instance the person from a very wealthy
background would only be eligible“for a "loan" entitlement to be repaid out. of
his future income. The person from the most disadvantaged families would be
eligible for a "grant" entitlement that would cover both the .direct costs of
education as well as living costs. Betyeen these two extremes the plat would
provide various combinations of loans and grants 80 that the person who came
from the middle of the social class distribution reteived the $10,000-12,000
grant entitlement and was also eligible far loans. An individual somewhat "

higher on the social class scale would receive $8,000 in grants and loan
eligibility.

Such an approach would have ‘a number of advantages over the flat entitle~
ment grant. First, individuals who same fr:; families that had ample resources
to pay for their post-compulsory training and educational experiences would not
rLceive as large a subsidy as those from families wpo lacked such resources.
Yet, even if the children in such families wished to establish independent status
they would be eligible for loans so that they would not be dependent upon their
families' .1argesse. Since the loans would be repaid out of their future income
and they would be likely to share in the financial resources of their families
eventually, such an arrangement would create flexibility, independence, and ._
still a modicum of equity Second individuals from‘middle income backgrounds
would recelve a dual-entitlement of grants and loans that would provide an
appropriate subsidy while accounting for their,‘amily resources. Again, a
substantial amount of flexibility would be afforded the student and his family

in choosing how much of the expense beyond the entitlement grant would be funded

 from savings'and family contributions, part-time or full-time earnings'while

’
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(5). Total Public Supgoﬂ,_jequirement ,
~ R
A final related issue on financing an entitlement plan 18 what it will I‘

-25-,

1

‘ undertaking post-compulsory programs, and loans that would be repaid from

~~~e

future earnings.

* » V ZV # R . s\'

" cost government.' The answer to this query depepds on the stze of entitlements

. and patterns of participa#&on as wéll as on the specific ‘construction of the

plan between loans and grants and the degree to which existing public subsidies
to post~compulsory instﬁtutions and training programs as well as_ those given
[ ]

to individuals under existing grant programs would be combined to underwrite

an entitlement approach. The complicated nature of this problem is reflected

by the fact that~most\direct support for post-compulsory education 1is provided
to particular institutions with another portion going to students and trainees
in the form of scholarships, fellowships, and maintenance grants or loans.

These would have to be.combined under an entitlement approach, and institutions

- would be required to obtain their support directly from the’ student entitlements

rather than from the government budgets.

of course, it might be possiblé to provide direct support fpr institutions
such as universities so-that tenure obligations and budgetary planning could
continue on the same basis as before, while simply charging the student entitle-~
ment accounts’ for those persons attending the university If student enroll-
ments shrink below those that are adequate to provide entitlement support for
universitypbudgets, the government might require a long-run reduction of uni- -
veraity resources for meeting student needs. But, this process would certainly
cushion the short-run fluctuations that might disrupt the university planhing
pro:esses if they were to’ depend for their income exclusively on the entitlements
that they.were able z6,obtaih from enrollment period to enrollment period.

Another alternative would be to require universities to obtain their support

’ directly‘from the entitldments while permitting a substantial financial reserve

to cushion short-run fluctuations'from period to period.
4 ‘ - .

Fot planning purposes it would be possible to estimate the approximate

public expense for ﬂbst—compulsory entitlements on the basis of a concrete

. determination of eligibility requirements for participants, gsize of entitle-
g ments and fields in which entitlements could be used. This would be done by

fitst ascertaining the number of eligible recipients ahd calculating the total

amoune of entitlements that they would receive in the forms of grants and loans.

\
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types of decisions that must be made with.respect to setting out regulations.
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Next, we would need to assess the probable behavior of different sub-grouab

with respect to the amount of their entitlement. that they would utilize and the f

time pdattern of utilization. This would yield an estimate of total annual

entitlement costs for a particular cohort, For the United States, some data

might be derived on these matters from the experience under the GI Bill.

-.Regulation of the Entitlement System

In addition to the financial arrangements'for constructing a system of
postbcompulsory entitlements it 18 necessary to establish a regulatory system

Ingthis section we review briefly the nature of the regulatory system and.the

A Natlonal Entitlement Agency would need to be established to administer the

entitlements. This agency would have at least six major functions:

1 - The agency would process applications for entitlements, establishing
the eligibility of the individual according to the law. '

2 - The level and composition of each entitlement would have to'be
oetermined for each applicant on the basis of the.appropriate )

) criteria.

. #
» M . :
3 - Continuous and accurate records on the utilization of the entitle-

pent and unexpended portiQns would be meintained for .each individual;

4 - An information system would be designed and operated by the agency; .
and dissemination of accurate information to both individuals and
- institutions on educat'bnaliand training alternatives would be

provided. ,

5°- The regulatory agency would enforce eligibility standards for par-
ticipating institutions and programs through inftial screening of pro-

viders followed by periodic audits and reviews of complaints or violations.

6 - An adjudicatory mechanism would be maintained by the regulatory
egency for settling dispites that might arise between program
sponsors and enrollees. \

S _
In addition to establishing a regulatory agency to administer the entitlements
for recurrent education, a number of laws and regulations would have to be

created for the operation of the entitlement system. Among these are the following:

c?l N




.1 - Who is-eligiblb to recei‘e an entitlement?

2 ~« What are the characteristics that determine the size of the

entitlément? o . : .
kS ) ' ' "
.3 - What types of education and training experienges or other types of

investments can the entitlement be us?d for?

"4 ~ What are the eligibility requirements for accrediting educational
"and trainingldnstitutibns to‘receive entitlements?

5 - What kinds of- information would the regulatory agency collect for -
purposes of dissemination'onathe chsracteristics and performance
of the'Accredited'educational and tnaining institution.
The criteria for answering these'questions andhcohstructing an entitlement plan
_are reviewed at some length in a more extensiVe discussion on the‘subject, 80
they will not be discussed in -this paper. However,,the answers to these ques-
tions will depend clearly on national policy toward fecurrent education as-

well as other factors .that are unique to each .of the OECD countries.
IV. SUMMARY o

The whole notidn of recurrent education 1s oné that is characterized
A'by diversity. Both the types of educational -experiences and their timing
~over the lifespan would deviate frmmthepredictable conventions of existing
. educational'and t¥aining systems. The very notiom of recurrent education
suggests thgi 1t gcannot be codified easily according to existing educational
.and training utions, experiences, or certificates. Rather, the offerings
ynder such an apProach are likely to evolve-in directions’that cannot be. readily

projected at the moment. T ”. R

‘ o

The individual 'entitlement approach represents a device for financing
recurrent‘education_that is perfectly compatible with both the diversity and
uncertainty of future developments in this direction. Rather than setting
out specific tybas of fimancing approaches for each type of recurrent educa-
tion, individual entitlements enable a systematic solution to the financing
issue. %urther, we have asserted that the individual entitlement mechanisd(»
cdn'provide a firnancing scheme that is more comprehensive, flexible, and

equitable than present govermment educational and’training programs. Finally;




-2‘8_

1t offers greater possibilities for effectively integrating policies for job

creation and retention with those for education and'training. ' -

- N ,‘ \e “
One question that has not been addressed is the cost of individual

entitlements in the aggregate. Obviously, it is impossible~to provideqany S

estimate of costs“without a clear specification of a particular entitlement

plan and the &esignation of a specific country. However, given some rudi-~. o

mentary:notion of the particnlar arrangements for any'society, it would be

possible to provide:an-approximate picture of the costs. Of course, 1t should e ’

" be borne- in mind that not all of the costs associated with entitlements would _ e

be added onmes. A verx high proportion of them would représent ones that .b :fﬁ

‘were already obligated for existing educational and training commitments, since.

the proposed entitléments would largely replace traditional funding of the

present system of post-compulsory education.

' Some Possible Criticisms of Entitlements \

Although I have suggested that entitlements represent a more suitable
'approach to financing recurrent education than the more fragmentary approach
that is.presently being pursued,where each type of program nust seek its own
funding on an ad heg basis, there aré clearly sources of resistance and cri-
ticisms of the approach.. In this final section of the paper, l wish to review
these. For example, the noted economist.Friedrick Edding has provided cbnstruc—’
tive comments on an earlier version'of this proposal? 4

(1) Eddiné asks whether a centralized:approach to fonding might ngt

stifle alternatives and choice by showing tendencies'...to kill
decentralized initiatives." The answer is that the purpose of
" ‘such a central entitlement agency is to regulate and monitor the
'granting and use of entitlements and accredit institutions for
receiving them. This is essentially a coordinating and banking
arrangemert, and {t does not preclude ahy get of recurrent
edugational alternatives that might arise under other funding
* approaches. To the degree that it promotes the formation of
\ recurrent educational*alternatives among citizen groups: non -
profit institutions, and other non-governmental ntities, the
outcome is 1ikely to be more diver3ity rather than legs. Even

more to the point is the considerable diversity of opportunities

.
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for recurrent education that are funded under GI Bill entitle-
mehts in the U.SLU To my knowledge, no one has euer criticizede

the GI -Bill educatiohal benefits becaugse they stifle new initia—’

t tives and educational departures. More typically it is argued

'.that they stimulate too many new ones that have only marginal
'value.%ﬁThe latter problem may be.a more serious one of any plan

for recurrent education, where not everyone will agree on the
value of particular non~-traditional educational alternatives

) l

that arise. F\
(2) Edding further raises the question of whether the uore;traditional_
&« parts of the educational.system such as the non-compulsory por?
tions of upper secondary education and traditional higher \
education are compatible with the entitlement approach. His
main point is that the more traditional segments do not require
~/ the student to engage in productive sork, while the recurrent
" approach assumes alternation of work and education. Further, he

suggests'that compléte replacement by an entitlement system of

]

‘all post-compulsory education and training would be more costly °
from both a political and financial-perspective, and he posits
the alternative that such a system of entitleﬁents might best be
restricted to those'beyond the traditional higher educational_
period (for example age 25 and over). This modification might
be desirable from a political perspective; but it will surely
undermine the equity criterion, Sinca it is wery important to"
integrate the education and'traiqin& benefits received before the
age 6@ 25 with those received beyond that age. Further, while &

-raisihg the .age of eligibilitz uould‘surely reduce the funds
requifed for entitlements, the change would not reduce the t
tesourcedemands for post-compulsory educational subsidies.
That ia, the total of such subsidies would just be divided ‘into
sets offunding requirements (one for those under 25 and another for

| those ovey 25), and it 1s not clear what the value of this separa-
tion woy{:,be beyond its symbolism and the political value of not

challeuging_the_more traditional parts of the post~compulsory

"

educational sector with a new financing mechanism.




(3) Edding is also concerned that an entitlement scheme would reduce

or preclude private support for recurrent education_and training

such as that of firms, trade unions, and so on. There are at : 4

least twd reasons thatsprivate support, is likely tos be forth- ) _
- ¢qmding under an entitlement approach. First, persons from more
ai!intaged'families would have smaller"entitlement‘grants, and
. " they would need to sunplement these from their own aources.
Moreover, the -entitlements generally would be finite so that
they would not coyer-unlimited educational and training experi-
ences, indeed, private supplementation woulg be encqpraged by
both of these aspects. Sepond, not all reeurrent activities‘need
be includeh in the entitlement system, 1f it is clear that theyl
neither merit nor require ‘public support. For exampleé much job
training is a highly routinized part of a distinct set of experi-~
. ences and career ladders in the firm that is ‘difficult to separate
from the performance of the job ditself. TYpically,_this is called
"learning-by-doing." There 'is no reason to provide entitlement
subsidies for these activities. Also, activities that might
generally be considered frivolo;s A}ght be excluded from
accreditation for entitlements8. In those caseg; only private funds - -
.ﬁOuld-be used. It is not clear that private support would be either

]

’*higher or lower under entitlements, and the answer would surely de-

/' T pend- on the specific entitlement approach. -
. 4) Eddingvraisee abqnestion of whether the consumer can be'adequately
informed about the nature of edncational and training ehoices unoer'
';_ an éntitlement approach. The answer is that this Qiil require both
‘ ‘a well—designed w gystem as well as the existenee of
_appropriate incentive or training and educational institutions
to provide accurate data on their operations. While this type of
" iproblem will exist under any.approach to financing recurrent educa-' A
tion, the fact .that the regulatory and information systems can be
_ combined under an entitlement approach provides a comprehenaive and
,, 'coordinated strategy for educating entitlement'recipients directly
on the available and appropriate choices. The comoetition for entitle~
nents also brovides incentiyes to give potential clientele suitable h

information. ' : ' ~ N
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(5) A final issue posed by Edding is whether entitlements oyght to be
a complement.or substitute for educational leaves of absence.
‘He suggests some good reasons for coordinating -- but not substi-
. tuting -- entitlements for programs of educational leave. Cer:. .
tainly, a JZeful entitlement approach should be constructed to - .
- take account of other progrdms that can.not be easily rerlaced _
by individual entitlements. \These circumstances vary from coun- . R
33 ’ .

try to country: - )

All; of Edding's points are,useful ones for-tonsidering entitlement approaches to
posﬁ-compulsory education and training and testing them. Edding suggesﬁs that

i .
" at least initially there ought to. be only partial replacement of the

_existing financing apparatug,in order to see how the entitlement scheme works

-

and to enable us to moq*fy and improve its shartcomings where they are evident.)-

This seems to be *constructive way of ascertaining whether the “individual
entitlement approach to financing recurrent education has as much promise as

is suggested by both the conceptual arguments and the experience under the
,GI Bill in the United States.

A\l

‘.
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., - FOOTNOTES
L’

1. For examples of this literature see OECD 1975 and 1978 C Stalford 1978
' and R Peterson 1979

s
2. Data on the incomedistributionsare found in S Jain 1975 Economic .

" growth prospects are summarized in the various issues of Economic Outlook‘

issued regularly by’onpn. o R AN :

/

‘§

A 3.' These contentions are documenggdiinaﬁ\\figin1976'ang 1978b. L
AR 6. see H. Levin 1976 and H. Levin 1978a for details. o

<

~5. An insightful analysis of problems inherent in these\programs is _
_G. Lenhardt 1978. . R S
.6.. See H. Levin.1976 and 1978b...
*
7. -This presentation on individual entitlements builds on a number of
. previous papers written the subject. See particulary H. Levin 1977a
and 1977b and N. Kurland I977.

8. The detailed presentation and analysis of these three components are
found in H. Levin 1977a.

9. The distinctions between the distribution of educati0na1 opportunities
» and outcomes and adult opportunities and outcomes with respect to
occupational attainments and income are addressed in H.. Levin.lq78a.
A
10. In 1975 only about one-fifth of adult learners in the United’ éﬁa
had not participated in education at the college level. That" 13,‘hg
about four-fifths had undertaken at least some college training‘“h
almost 60 percent had at least one college degree. See K.P. Cro
1978 9 : :

11. See the survey of these policies in R. Haveman and G. Christainsen
1978/and J. Palmer 1978.- The origins of an active labor market policy
are/generally credited to G. Rehn. See G. Rehn and E. Lundberg 1963
and R. Meidner and R. Anderson 1973. - ~ : . v

12, Government'policies.to'promote employee ownership are discussed within

. a much wider framework in Rudolf Meidner 1978.
13. Recent,evaluations and analyses of the GI Bill are Congressional Budget
v Office 1978, D. M. 0'Neill 1977 and D. M. O'Neill and S. Ross 1976

t 14.3 0'Neill and Ross 1976: Appendix A describes these provisions.
' 15, Ibid., p. 1l.- - ’

16. Congressional- Budget Office, p. 6. }
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Footnot@s_

17. Ibid., p. 7. . . : A
18, 0'Neill and Ross, p. 44,

19. Congressional Budget Office, PP- 12~13

. 20.. 0O Neill and Ross, pP. 53
21. Ibid., p. 58.
|22, ALl of the findings on earnings are in Ibid., Chap. 2

23. See Harnqvist 1978; Rosenthal 1976;, and Cross 1978 for evidence o
this contention as well as Levin 1936 and 1978&. R

24. 1t may appear that because most payroll taxes require a mandatory gontri-
bution by the-employer, that it is employers who are bearing at least
that portiod‘of the tax. . However, it is generally agreed that in the:

- long run such "employer" contributions are shifted to employeés it 'the
form of lower wages and salaries than they would otherwise receive.
See John Brittain 1972: pp. 60-81.

’ 25. Suggestions in this direction are found in Kurland 1974; Striner 1972;
U.S. Department of HEW 1973: pp. 126-134; and are reflected in actuality
in the French Law-of 1971 on educational leave for workers. See H. A.-. -
Levine 1974.. " N

Tean L)L

26. See the useful'discuss . by L. Emmerij 1979, especially with reference
to the Dutch case. regarding the use of social security funding.

. 27. See references in footnote 23,
28. Pechman and Okner 1974: p. 59.
29, Ibid. o . SR o~

30. A comprehensive treatment of student loan plans is R. Hartman 1971.

L]

-9

. 31, F. Edding 1977.

'~ 32, This has*always been considered a greater problem than tHat an entitle-
ment mechanism will stifle diversity. Some of the problems of regulating
and accrediting proprietary vocational and home study schools are found .
* in a comprehensive report of the U.S. Federal rade Commission 1976. In . .~
an extensive discussion of accreditation and prdcedures to control fraud
and maintain quality, O'Neill and Ross conclude that these are not tajor,
intrinsic problems for an entitlement approach. See Appendix.A.

%

33. L. Emmerij 1979.

.
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