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Vocational education and training (VET) - an integral part of lifelong learning - plays a key 
role in human capital accumulation for the achievement of the European Union’s economic 
and social objectives. By raising the knowledge, skills and competences of EU citizens VET 
contributes to the core elements of the EU strategy: sustainable growth, competitiveness, 
innovation and social inclusion.  

 
VET can only fulfill its role if sufficient resources are allocated. This is reflected in the 
Helsinki Communiqué which highlights the importance of investment in human capital and 
calls for ‘improving public and private investment in VET through the development of 
balanced and shared funding and investment mechanisms’. 
 
As countries face difficulties in securing the necessary public resources, greater emphasis 
is being placed on improving efficiency and distribution of funding as well as encouraging 
additional funds from the private sector. These investments in vocational education and 
training are needed so that young people can acquire skills and competences relevant to 
the labour market, for employability and lifelong learning. But more investments are also 
necessary to improve the skills of those in working life. Shrinking and ageing workforces 
require measures to retain older workers and integrate inactive citizens into the labour 
force. Almost 80 million people of working age are low qualified and need up-skilling. 
 
To design effective and efficient policy interventions, a better understanding of benefits of 
investment in (vocational) education and training is needed. 
 
In the light of the above, this working session aimed to seek ways to improve investment 
in VET and try to answer the following questions: 
 

1. What are the benefits of investment in (vocational) education and training? 
2. How to ensure adequate/increased investment in VET? Which policies/measures 

should be pursued to achieve efficiency and equity in VET? 
3. Which financing mechanisms could be used to increase participation in VET and 

enhance cost-sharing? 
4. What should be the role and share in funding of different actors involved in and 

benefiting from VET (state, business, social partners, individuals)?  
 
 
 



1. Investment in human capital. Benefits of (vocational) education and 
training 

 
There is widespread recognition of contribution of human capital to fostering economic 
growth and enhancing social cohesion. Investing in education and training has become one 
of the main EU priorities in the context of the (re-launched) Lisbon strategy.  
 
Investing in education and training generates substantial benefits for individuals (higher 
earnings, enhanced employability), companies (higher productivity, increased 
competitiveness) and society (economic growth, greater social cohesion).  
 
However, as recent analysis of ‘the Lisbon Council’ network reveals, European countries 
differ considerably in their ability to develop and deploy their existing human capital. 
Further, Europe is facing a human capital gap - in 2020, we will need to employ 30% more 
human capital to meet global growth rates of 4-5% per year. Therefore, countries should 
reinforce their efforts in investing in education and training. It is important to pay due 
attention not only to youth but also adults, as a considerable share of human capital stems 
from adult education and learning on the job. 
 
Vocational education and training (VET) plays an important role in human capital 
accumulation. To this end, adequate resources should be allocated to VET.  
 

2. Efficiency and equity in VET 
 
When investing in VET, equal consideration should be given to efficiency and equity 
objectives. Thus, it is necessary to identify policies and measures which should be pursued 
to make VET systems both efficient and equitable and find ways to improve current 
arrangements for funding. A good governance of VET should avoid the high hidden costs of 
educational inequity1. 
 
Research evidence suggests that early educational interventions can generate relatively 
high rates of return. Targeting investment in initial VET is desirable as presumably there is 
no trade-off between efficiency and equity. On the contrary, there might currently exist an 
efficiency and equity trade-off in continuing VET. People with lower qualifications are less 
likely to participate in further learning. One of the reason is that investment in continuing 
training mostly is borne by companies which aim at maximising their private gains rather 
than social return. Therefore, companies tend to provide training to the highest skilled 
(though, there are some VET systems where companies invest in poorer achievers and 
enjoy benefits/efficiency gains). 
 
Hence, there is a case for public actions targeted towards disadvantaged people (in terms 
of level of education, type of contract, company size, etc.) to reduce inequalities in income 
and career prospects. However, public training programmes are not always successful and 
often lack relevance to labour market needs. As a result there are low economic returns. 
Nonetheless, potential wider social benefits should be taken into account. 

 
The following measures aimed at improving efficiency and equity were suggested: 
 

- improve quality of VET provision;  
- increase relevance of VET through partnerships involving different stakeholders at 

different levels;  
- avoid early tracking;  
- reduce opportunity costs for adults to participate in training.  
 

                                                 
1 Income tax losses, increased demand for health-care and public assistance, higher rates of crime and 
delinquency 



Regarding the new Member States (except Malta and Cyprus), where VET has suffered 
from difficult transition and from under-investment, the following policies to increase 
efficiency were considered: 
 

- implement fundamental reforms (including financing and management reforms); 
- consolidate VET content into fewer options with a broader coverage to promote job 

mobility and reduce costs; 
alternatively: 
- converge content and management of VET and general secondary education. 

 
The above might also apply to some other European countries. The proposed policy 
direction(s) derive from assumptions/observations that due to rapid technological changes 
the need for specific, practical skills may not be as strong as in the past.  
 

3. Financing VET 
 
An important issue addressed is the use of financing mechanisms to stimulate participation 
in VET and encourage investment by private sector. The following financing schemes 
(including co-financing where different stakeholders share the costs, notably employers 
and individuals) have been identified: subsidies, tax incentives, vouchers, national/ 
sectoral training funds, structural funds. The success of the measure (in terms of 
increasing training opportunities and improving their distribution) depends on the ability to 
avoid deadweight losses and substitution effects. It is necessary to ensure effective 
targeting. 
 
Training policies should be demand-led. A distinction can be made between individual and 
collective (organised by social partners) demand. Public training policies should address 
both of them and develop tools - financing mechanisms - which would be complementary 
(rather than overlapping or contradictory), efficient and a result of a clear strategy. 
 

4. Role of different actors in VET 
 

Member States: 
- exchange practices/approaches to investing in VET; 
- reduce inequality in the distribution of training; 
- address both collective and individual demand for training; 
- ensure (better) cooperation between the ministries of education and finance. 

 
Employers and individuals: 

- contribute to the costs of VET adequately to the benefits enjoyed. 
 
Social partners:  

- involve more in the management of funds. 
 

EU: 
- support Member States through policy initiatives: communications, 

recommendations, peer learning activities, seminars, etc. 
 
Other considerations: 
 
There is insufficient empirical evidence on which to base a sound analysis of efficiency and 
equity in VET. The statistical data on VET costs are rare and information on VET benefits is 
limited. Further research in this area is needed.  


