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Introduction
Technical and vocational education, according to UNESCO’s Convention on Technical and Vocational
Education,

"... refers to all forms and levels of the education process involving, in addition to
general knowledge, the study of technologies and related sciences and the acquisition of
practical skills, know-how, attitudes and understanding relating to occupations in the
various sectors of economic and social life".

It can be provided

"... in educational institutions or through co-operative programmes organised jointly by
educational institutions, on the one hand, and industrial, agricultural, commercial or any
other undertaking related to the world of work, on the other"

Thus, technical and vocational education occurs in a large variety of structures and under various
responsibilities, both in the public and in the private sector.  As far as its financing is concerned,
additional factors related to the socio-economic, political and administrative situations prevailing in
respective countries, have to be taken into account.

This partially explains why UNESCO’s Convention on Technical and Vocational Education, which
covers extensive areas of technical and vocational education, such as, its objectives and principles, its
contents, its structures, its development, its teaching staff, and its international co-operation, does not
even touch upon the issue of financing technical and vocational education.

Financing, however, is as crucial an issue to technical and vocational education, as technical and
vocational education itself is to human resources development in any country, no matter at what stage of
development.

UNESCO can hardly supply its Member States with prescriptions for the financing of their individual
systems of technical and vocational education.  It can, however, explain various options and modalities,
and disseminate experiences in this area that have been gathered from existing systems.  It is to this end
that UNESCO is disseminating the present documents.  The first contribution, by Ms Pradeep BOLINA,
provides a systematic overview of various modalities of public and private finance of technical and
vocational education.1  The second contribution, by Mr David ATCHOARENA, draws conclusions from
experience with various existing concepts of financing.

This document has been prepared by UNEVOC Berlin in co-operation with the German Foundation for
International Development (DSE) and UNESCO's International Institute for Educational Planning
(IIEP).

It is hoped that it will stimulate the debate in Member States, and contribute to new and creative
solutions to the pressing need for the effective financing of technical and vocational education.

Hans Krönner
Chief, UNEVOC Berlin
UNESCO

                                                
1 Ms Bolina's contribution had previously been published by the German Foundation for International Development (DSE).  Her text has

been slightly edited; the table on page 51 has been updated in the light of recent data from the UNESCO Statistical Yearbook
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Financing Vocational Education and Training in Developing Countries
by Pradeep BOLINA

Ms Pradeep BOLINA is Deputy Secretary in the Department
of Economic Affairs of  the Ministry of Finance.  Before, she
served at the Ministry of Human Resource Development.
She has been a participant in the programme "Planning of
Vocational Training Systems" of the German Foundation for
International Development (DSE).

2

1 Preface
This paper has been developed for the use of the
participants of vocational training courses con-
ducted by the Industrial Occupations Promotion
Centre of the German Foundation for International
Development in Mannheim.  The participants,
mainly in-service personnel, come from more than
100 countries representing vocational training
centres, Ministries of Education and Labour and
Non-Government Organisations.  As the partici-
pants are involved at different levels in the plan-
ning and implementation of vocational education
and training in their respective countries, the main
aim of this paper is to create in them adequate
awareness of how vocational education and train-
ing systems are financed.  The manual is a simple
readable document which could be of use to par-
ticipants with varying levels of education.

In its preparation the Paper leans heavily on the
works of Dennis Herschbach and Maria Ducci and
draws upon the ideas and country experiences
contained in books and articles on the subject
written by other eminent educators and trainers.

This paper has been prepared under the general
guidance of Mr H. Burk, Director of the Industrial
Occupations Promotion Centre, and Dr M.
Wallenborn.

2 Introduction
In almost all the countries in the world education
is provided in both the public and the private
sectors.  A certain minimum level of education is

                                                
2 This text is a slightly modified version of: Problems of

Financing Vocational Education and Training in Developing
Countries, Training and Discussion Papers, published by the
German Foundation for International Development (DSE),
Industrial Occupations Promotion Centre, ISBN 3-924441-76-
6, Mannheim 1994

necessary for a country to achieve economic
growth.  The allocation of resources to education
varies in each country in accordance with its
priorities but generally ranges from 3 to 8 % of the
gross national product (GNP) (UNESCO, 1993).

The overall costs on education are on the increase.
Developing countries are particularly hard hit due
to the economic crisis.  They need to improve pro-
ductivity to enable them to compete in an era of
rapid economic and technological change.  This
requires both capital investment and a workforce
with the flexibility for acquiring new skills for
new jobs.  They are also faced with the challenge
of meeting the requirements of the education
sector, to fulfil the overall responsibility vested in
the state for development of human resources.
Governments cannot shift this responsibility as
education confers benefits to the society at large.
It can at best harness the support of the private
sector, the community and individuals in its
endeavour to reach its goals towards social and
economic development of the country.  While
budgetary constraints are prevailing everywhere it
is more severe in countries which have completely
public financed education systems.  Some of the
reasons for the crisis in financing education are
increase in demand for access to education,
increase in teachers' salaries, inefficiency in the
use of available resources, demographic growth
creating additional demand for schooling facilities,
unemployment of graduates, increase in the costs
of land and buildings etc.  Reform in financing has
to come about by modifying financing modes.
Some ways could be, that users should bear some
part of the costs as entire public funding cannot be
justified; more efficient management of funds,
search for private financing, community and
enterprise involvement, foreign aid.

As budget allocations from government sources
for education get tighter, the squeeze on avail-
ability of funds for Vocational Education and
Training (VET) is apparent in so far as VET is
dependent on public funds.  Costs on VET as com-
pared with general education are also 2 to 3 times
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higher as classes are small with instructor trainee
ratios of 1:7 sometimes.  This increases the unit
teaching costs.  Expenditure on equipment, infra-
structure, consumables e.g. raw materials and
spare parts is also much higher.  It is then impera-
tive to search for alternative means of financing.
The challenge before policy makers is to introduce
new and different ways of financing as well as to
ensure that the resources which are available for
VET are used more effectively.

Traditionally VET was provided by employers
who paid lower wages and sometimes apprentices
had to pay the employer.  This was prevalent in
many different countries.  In Germany, approxi-
mately since the 12th century, a person was
allowed to pursue a trade independently if he had
finished the apprenticeship in a craft with a
master.  After apprenticeship he had to obtain pro-
fessional experience as a journeyman.  The master
taught his apprentice and journeyman the knowl-
edge of his trade.  The craftsmen got united and
formed guilds (craftsmen's organisations) and
evolved a proper training system.  The main
responsibility for vocational training lay with the
craftsmen's organisations and all conditions were
regulated by the guild.

Traditional apprenticeship also existed in India for
centuries.  Even today in towns and villages it is a
very common sight to observe an apprentice
working with the master, learning by working on
the job, all at a very early age.  In the former times
in India apprentices often lived with the master
and there was a certain unity in living, learning
and working.  In the small by lanes of towns and
cities in countries like Indonesia, Nepal, Bangla-
desh and India it is very common to see young
apprentices in the age group of 10-20 years being
trained by their employers e.g. the bicycle repair,

                                                
Abbreviations:

CONET National Council for Technical Education, Argentina
INACAP National Institute for Training, Chile
NGO Non-Government Organisation
OTE Technical Execution Organisation, Chile
SENA National Training Service, Colombia
SENAEM National Employment Secretariat, Chile
SENAI National Service for Industrial Training, Brazil
SENATI National Service for Apprenticeships and Industrial

Employment, Peru
SENCE National Service for Training and Employment; Chile
VET Vocational Education and Training
VTI Vocational Training Institute

the auto mechanics workshop.  They go straight
'on the job'.  Sometimes in the initial stages there
is no payment.  As they learn the work they begin
to get a small wage.  The costs are shared by the
employer who provides the training and the
worker who accepts low wages.

In the modern times the scenario has somewhat
changed.  Gradually governments have become
more involved in VET especially in the last two
decades.  This is mainly to link vocational edu-
cation and training with the social, economic and
employment policies of the country.  Public
revenue for VET has assumed more importance.
But owing to the economic crisis governments had
to reduce the public budgets for education and this
has a direct bearing on all sectors of education
including VET.  Serious attempts have to be made
to find resources to supplement available funds.
Every country has to assess its training needs and
requirements in accordance with its goals and
priorities and the prevailing socio-economic con-
ditions.  Thereafter strategies for financing VET
have to be worked out and additional resources
generated.

While governments are searching for new and
alternative mechanisms, the private sector is being
drawn in justifiably, for those who benefit must
pay for it.  The relevance of vocational education
to the labour market requirements is crucial.  As
the employers become more involved in the actual
provision of vocational education and training it
will come closer to labour market needs influ-
enced particularly by the rapid technological
change.

Skill requirements have also become more com-
plex.  Vocational Training Institutes are set up
with new and modern training methods being
offered.  This has naturally led to questions being
raised about the costs of training and the mecha-
nisms of financing it.  It is difficult to estimate the
exact costs on VET due to the complexities
involved in the training systems, the absence of
accurate accounts by employers and the productive
work of the apprentices/trainees who accept lower
wages and thereby offset part of the costs incurred.
Nevertheless studies have concentrated on the total
amount of funds allocated for VET and its ade-
quacy.  Mincer conducted a study as early as in
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1958 on the costs of industrial training in USA.
He estimated that the total opportunity cost of
formal and informal vocational training was over
US$ 16 billion in 1958 of which US$ 10 billion
was the cost of training in private firms or corpo-
rate enterprises.  70 % of this was spent on infor-
mal 'on the job' training and 30 % on formal
training (Mincer 1962).  The costs on VET in the
UK were also estimated, which put the total costs
of education at £ 9.000 million per annum in Great
Britain.  Roughly the estimates out of this on VET
would account for £ 3.000 million a year (Johnson
1979).

Even though the studies mentioned above show
that a large volume of resources was used for VET
in these countries, in many countries it is being
consistently felt that not enough resources are
provided for VET.  This is particularly the case in
developing countries which are experiencing a
shortage of skilled manpower.  Governments are
therefore getting more concerned about financing
of vocational training to meet the new and
emerging labour market requirements.

Various financing strategies are practised in dif-
ferent parts of the world.  Some of the more well
known mechanisms for financing VET have been
categorised in the following four types:
1. Public Financing
2. Enterprise Financing
3. Private and Public Sponsored Financing
4. International Donor Assistance.

In the following pages the four types of financing
mechanisms have been described briefly with
some country examples.  The advantages and dis-
advantages of each type have also been identified
and policy implications indicated.

3 Public financing
Traditionally vocational training was provided by
employers who paid lower wages or no wages at
all to the trainees.  Employers did this if it
increased productivity of workers.  In many cases,
government was only involved with standards of
training.

Involvement of governments increased mainly to
link vocational education and training more
closely with social, economic and employment

policies of the country.  There was also a growing
concern about distribution of training opportuni-
ties for the poorer and disadvantaged sections of
the society.

Public Financing is provided through public
revenue (government funds).  When the State
finances vocational training through public funds
it is on the assumption that the ultimate responsi-
bility for development of human resources for
national development lies with the State.

Governments also intervene in the provision of
vocational training to ensure social equity for the
poor in the rural and urban informal sector.  Public
financed VET provides opportunities to persons
who may otherwise have limited chances e.g.
those from the deprived sections of the society.

In most countries the budget for VET from public
sources is relatively small, ranging from 1 to 12 %
of the current expenditure on education
(UNESCO, 1993).  A table indicating the total
educational expenditure as percentage of GNP and
the vocational expenditure as percentage of public
current expenditure on education for some coun-
tries in each continent may be seen on page 51.
The table shows the priority of governments to
vocational education in budget allocations from
public expenditure.  A comparison can also be
made of the provisions for education and particu-
larly for vocational education in the developed
countries vis-à-vis the developing countries.

Mostly public financed vocational training pro-
grammes are implemented in schools before
employment is taken up.  Non-formal training
centres, pre-service and in-service training for
Ministries also receive public funding.

Specialised vocational training institutions receive
public funds mainly through subsidies, budget
appropriations, tax incentives, financing of special
programmes with special grants, financing of
development projects, financing of supervisory
bodies, fellowships for VET.  In developing coun-
tries e.g. Pakistan, India and Thailand the main
financial contribution for VET comes from public
funds (government).  Industry takes little part in
contributing to vocational training institutes.
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In cases of mixed funding, generally capital
expenditure is provided by the governments and
recurring expenditure is shared through other
sources.

Public vocational training institutions generally
offer courses which provide basic skills necessary
in pre-service training.  In Canada, manpower
training programmes are offered in public institu-
tions e.g. in colleges and vocational training
centres.

3.1 Tax revenue
The major source of public funds is through tax
revenue.  Sometimes governments give grants to
vocational training institutions which can raise
some resources on its own.  Such a grant is called
matching grant as it makes it obligatory for the
potential recipient to first raise some finances on
its own.  In USA, the Federal Government makes
use of financing through matching grants and cate-
gorical aid.  It gives about 6-8 % of the State and
local contributions for public supported VET
(Herschbach, 1993).

Categorical aid is given for a specific purpose to
meet the special needs of certain target groups.
It supplements funds which are provided for
general purpose VET.

In many countries owing to a shortage of skilled
manpower governments had to create proper
vocational training systems for long term social
returns of training, need for equal opportunities of
training for those who are unable to pay costs of
their training, and to promote national VET poli-
cies.  Training institutions thus created were
mainly financed by a general tax through com-
pulsory contributions made by firms and enter-
prises, contributions from national treasury,
co-financing agreements and sale of training
services (Ducci, 1991).

When governments finance vocational training
institutions they control the volume of resources
allocated to VET in accordance with the priorities
of the social and economic sectors (Ducci, 1991).
They are also able to exercise control on the
quality of the programmes.

The cost effectiveness of vocational training
through public financing is said to be low as
public training institutions are not very keen to
evaluate the qualitative and quantitative training
needs.  In Argentina, CONET receives funding
from the Ministry which has been declining over
the years due to a reduction in the overall budget
of the ministry.  There are restrictions on CONET
securing funds from other sources e.g. sale of
services, international sources and this has led to a
serious shortage of resources affecting the effi-
ciency of the institution in maintenance of infra-
structure and equipment and reduction in staff
salaries (Ducci, 1991).

When public training institutions are expanded
and do not get adequate finances correspondingly
the quality of training may become poor.  In Egypt
government enrols more than half of upper secon-
dary students in vocational schools to divert them
from higher education.  Open unemployment
among graduates exceeds 35 %.  In Bangladesh,
Cameroon less than half of public trainees find
wage employment in their trade.  Public training
has to respond to the demand in the labour market,
only then can it become cost effective with good
quality training leading to high placement rates
(World Bank, 1991).

Public contributions are controlled by restrictive
policies.  Vocational training institutions which
are dependent solely on public funds have the
chance of becoming stagnant with a deterioration
in their planning and efficiency.  Sometimes
subsidies to vocational training institutions are
dependent on the good will of the government.

Many developing countries have highly centralised
systems and major control is with the central
government.  When VET is financed through the
State it controls the curriculum, certification,
qualification of teachers (World Bank, 1988).  In
decentralised systems there is a sharing of power.
A healthy policy is to allow communities and
lower levels of government to have greater
autonomy.

There should also be a balance between the
resources controlled by the central government
and those available to the lower levels of govern-
ment.



BOLINA:  Financing Vocational Education and Training in Developing Countries Page 9

3.2 Advantages and disadvantages

Advantages
• When government finances vocational training

through public revenue it can co-ordinate the
requirements in accordance with the demand
projected in the economic and employment
policies.

• Matching grants encourage local initiative as
institutions wishing to receive grants from the
government try to raise resources on their own.

• Categorial aid usually helps to implement
change as it is given for a specific purpose or to
meet the needs of specific target groups in the
population.

• Through both these methods of financing,
governments can share control and at the same
time have part of the financial burden shared by
others.

• In the initial stages, national training centres are
said to develop better in centralised systems as
the institutional capacities are not strong.  But
centralisation is not desirable when institutions
become well developed.  At that stage more
autonomy is required.

• In public distribution systems there is more
equity.  Publicly financed vocational training
systems offer opportunities to the poorer
sections of the society.  For them it may be the
only opportunity to become trained.

Disadvantages
• Underfinancing.  Shortage of resources for VET

from public educational funds.
• Sometimes governments are under pressure to

open more VET institutions even when
resources are inadequate.  This leads to imple-
mentation of programmes which are under-
financed and the quality of training may decline.

• Unreliable support.  There are variations in the
allocation of educational budgets.  Funding
fluctuates and VET programmes get affected.

• Sometimes new programmes receive substantial
support.  But priorities may change on account
of political considerations.

• Unbalanced allocation of resources.  Sometimes
there is a larger investment in capital costs and
not enough provision for recurrent expenses.
Low salaries of teachers is found to adversely
affect the quality of instruction and conse-
quently student achievement may become low.

• In centralised systems there are high adminis-
trative costs, lack of flexibility and unrespon-
siveness to labour force requirements.

• The cost effectiveness of vocational training
through public financing is found to be low in
many countries as public training institutions are
not very keen to evaluate the qualitative and
quantitative training needs (Ducci, 1991).

• Rigidly prepared curricula in public institutions
prevents them from responding to locally
identified training needs.

• Public institutions are less able than private
institutions to adjust training for the labour
market in accordance with the rapidly changing
technology.

3.3 Policy Implications
To be successful public training should concen-
trate on choosing appropriate objectives, improv-
ing market orientation and matching policies in
accordance with labour market needs, using
resources efficiently and diversifying sources of
finance.

Public supported vocational training systems
should be able to receive funding from local taxes,
user fees and collaborative arrangements.

When Public Financing is the sole source of
support to VET, institutions may face fluctuations
in budget allocations.  This can cause shortage of
resources which may lead to low quality pro-
grammes with limited returns on investment.

In countries where the quality of vocational pro-
grammes is poor in public funded institutions,
these programmes should be removed and avail-
able resources reallocated (Herschbach, 1993).

VET systems can be strengthened with comple-
mentary public funds from other sources and this
can be done through programme reduction and
resource reallocation.

Stability in provision of training facilities can
come from long term financial support.  Govern-
ments should adopt consistent policies required for
removing inefficiencies.

Decentralisation helps through delegation of
authority to lower levels.  Training institutions
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with a board of representatives of employers,
workers organisations and the government have
better chances to discuss and adopt relevant and
cost effective strategies for training.

4 Enterprise financing
The enterprise/company conducts the vocational
training of its labour force directly and bears the
entire costs of training.

Often enterprises finance a major part of the
training but actual training occurs in specialised
vocational training institutions.

Sometimes enterprises contribute a small amount
of money to a central vocational training fund as
taxes and these resources are used in different
ways to finance training.

4.1 Single employer financing

Japan
Japan is well known for its vocational training
organised within large private companies.
Employers prefer to recruit fresh school leavers
with general education and then provide them with
continuous training within the enterprise.

The public sector is generally small.  In 1980's it
employed 3.6 % of the labour force (Inoue, 1985).
Private industry employs 85 % of the labour force
and is dominated mainly by large industrial
companies.

Japanese people have a strong influence of culture
derived from Buddhism, Confucianism and
Shintoism which teaches them to achieve high
standards through hard work and have lasting
obligations to the school group, the family and the
company (Lauglo, 1993).

Generally a person devotes his whole life to
working in the same company.  Most Japanese
companies also recruit a workforce for life.
Training is given on the assumption that employ-
ees will continue to work for the same company.
In large companies which employ 30 % of the
labour force employment for life is an important
norm (McCormick, 1989).

Most large companies organise their own voca-
tional training and the outlays for in-house voca-

tional training are considered a part of the labour
costs.  Smaller companies with less resources rely
on training facilities outside the company and are
supported financially from proceeds of the unem-
ployment insurance funds to which the govern-
ment and employers contribute half and half.
Enterprises can also pay to get membership of
outside training organisations and can thus use
their facilities for training of trainers.

Vocational training is also organised outside the
companies in special vocational schools run by
various Ministries.  Private vocational schools
offer courses of varying duration including day
and evening courses.  These schools get grants
from the government if they are not run for profit.

Most technical training in companies takes place
in close connection with production.  Production
engineers train a small group of workers who will
use the latest technology and in turn these workers
will further teach others in their work groups
which are established for production purposes.  As
such the extra resources provided for training are
sometimes much less than the training that
actually takes place (McCormick, 1989).

Technical training also takes place through self
study of manuals or through correspondence
courses.  These costs also do not fall on the
employers.  According to Dore and Sako (1987) if
hourly wages were to be calculated for this contri-
bution the total may exceed the training costs
incurred by the industry.  Sometimes companies
also provide finances for self development of
workers.  Employees are highly motivated to
upgrade their skills.

The government helps to finance and guide voca-
tional training among small firms.  But major
companies do not rely on training done in govern-
ment institutions.  They also believe that employee
training should be tailored to the requirements and
conditions of each company (Pedder, 1989).

The Japan Industrial and Vocational Training
Association (JIVTA) is the main organisation in
Japan concerned with training within industry.
It is a private association of employers and has a
constitution and a budget supervised by the
Ministry of International Trade and Industry.
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JIVTA policy is developed by 1.000 company
representatives of which 60 % are from large
companies and 40 % from small companies.  The
government does not provide funding to JIVTA.
25 % of its budget is collected from membership
fees and 75 % is generated from course fees.  In
the last 30 years JIVTA trained 30,000 persons as
training leaders who in turn trained more than
1,000,000 trainees in their own industries.  JIVTA
has given a unique direction to the employers
about an independent approach in vocational
training (Pedder, 1989).

Employers consider training as an investment.
They provide training in accordance with their
own needs and this has resulted in developing
effective policies.

Korea
In Korea the Basic Law for Vocational Training
enforced in 1976 makes it mandatory for enter-
prises with over 300 employees to conduct in plant
training.  If they do not do so they pay a training
levy based on a certain percentage of payroll costs
ranging from 1 % to 3,9 %.  Large companies have
training budgets and consider training as an impor-
tant investment.  Apart from Japan, Korea is an
important example of a country in the Asian
region which is relying heavily on skills training in
the enterprise.  But small companies still rely on
the public training system (Pedder, 1989).

4.2 Payroll tax
In Latin America payroll tax was generally used to
support vocational training.  In 1942, the Brazilian
government levied a special tax on enterprises for
offering compulsory technical training to appren-
tices and SENAI - the National Industrial Training
Service - was founded.  Colombia established
SENA in 1957, Venezuela the INCE in 1959 and
Peru set up SENATI in 1961.  There was a close
collaboration between the government, the
employers and worker groups (Ducci, 1983).

In 1987, Vocational Training Institutes (VTI) in 12
Latin American countries enrolled more than 3
million persons equivalent to 37 % of total secon-
dary school enrolments in the same countries
(CINTERFOR/ILO, 1991).

Government usually assesses an annual levy of 1
to 2 % of the wage bill paid by the employers and

sometimes even 3 %.  In every country there are
variations.  Sometimes state enterprises and
government bodies do not contribute.  Sometimes
smaller firms are exempt and larger firms pay
more.  Sometimes workers also pay, but most of
the funds come from enterprises.

The range of training services include formal
apprenticeships with classroom instruction, sand-
wich courses and training of instructors offered for
technicians, supervisors and middle managers.

In UK the Industrial Training Act of 1964 aimed at
increasing the amount of training in industry,
improving its quality and redistributing costs more
fairly.  Through the levy grant all firms con-
tributed towards costs of training which ranged
from 1 % to over 3 % of the total wages and
salaries.  The system increased the quantity of
training but the Industrial Training Boards and the
Industrial Training Act came under criticism.  The
Training Act was replaced in 1974 by a selective
levy grant system involving exemptions to small
firms or those which provide enough training for
their own labour needs.  Levies were not compul-
sory but imposed on firms which provided no
training or limited training (Woodhall, 1987).

In France there is a compulsory tax system of
training funds and an apprenticeship tax so that all
firms must pay a certain proportion of their total
wages and salaries as a payroll tax, and these
funds are used for financing vocational education.

In some countries governments provide subsidies
to encourage training and the costs are met from
general taxation.  In Australia the Commonwealth
Rebate for Apprenticeship Full Time Training
(CRAFT) is a subsidy used for reimbursing
employers for part of the costs of apprenticeship
training (Woodhall, 1987).

In some of the Latin American countries the pay-
roll taxes have been criticised.  In Argentina the
payroll tax was removed in 1981 as attempts were
made to restructure public expenditures to cope
with the economic crisis.  In Brazil, the payroll tax
has grown.  But co-financing between the enter-
prises and VTIs is gaining more importance.  In
Colombia, on one side the payroll taxes have been
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questioned and on the other its application has
been diversified (Ducci, 1991).

In Costa Rica although the payroll contribution
increased from 1 % to 2 % in 1983, the surplus
money was transferred to another fund and used
for purposes other than vocational training.  In
Peru, SENATI has lowered payroll taxes and is
trying to find funding from other sources (Ducci,
1991).

4.3 Tax rebates and credit schemes
In most regions other than Latin America, Tax
Rebates or Tax Credit system is more frequently
used.  The principle is the same as Payroll Levies -
those who benefit, pay the costs of training.

In Tax Rebates, a portion of the tax is returned to
the firm as subsidy for training.  In Singapore and
Tunisia, the rebate is on the basis of costs
incurred.  In Nigeria and Zimbabwe it is in the
form of grants to set up training systems.

In tax credit the firm reduces its tax bill by the
value of training.

4.4 Ways in which tax is used
In Ivory Coast modern sector enterprises have to
pay 1.2 % for continuing vocational training and
0.4 % for apprenticeship and initial training.
Funds are managed by the Fund for Development
of Vocational Training (FDFP) (Herschbach,
1993).

In Taiwan the small and medium sized firms took
a keen interest for training in the enterprise.  Firms
get up to 80 % of training costs reimbursed
(Herschbach, 1993).

Tax rebates for financing vocational training were
prevalent in Argentina since 1981 and in Brazil
and Chile since 1976.  In 1975 the Brazilian
Government passed a law for deduction in the
form of income tax of juridical persons equal to
twice the expenditure invested in vocational
training and up to a ceiling of 10 % of taxable
earnings.  But after 10 years a review showed dis-
couraging results.  The impact was small.  There
was evidence that tax rebates were mainly being
used by those enterprises which already had
ambitious training programmes (Ducci, 1991).

In Argentina tax credit system was introduced by
law in 1980.  Enterprises were authorised to
deduct from their taxes up to 8 per thousand of
overall wages and salaries as expenditure on
technical education and training of workers.
CONET is in charge of the spending and issuing
of certificates when enterprises pay their dues to
the general tax department.  The Argentine Con-
struction Chamber set up a Vocational Training
Centre and a support body called Caesar M.
Toledo Training Centre Association.  Firms which
belong to the Chamber give their share of contri-
butions to this Association which uses the funds
for training (Ducci, 1991).

In Chile the National Training and Employment
Service (SENCE) created in 1976 is mainly
responsible for Vocational Training.  Tax incen-
tives to enterprises are the main source of financ-
ing.  Implementing agencies conduct training
which is supervised by SENCE (Ducci, 1991).

France has a very comprehensive system of financ-
ing vocational training (Herschbach, 1993).  There
is a combination of public supported pre-service
training, enterprise supported in-service training
and funds from the state, regional and local levels
account for approximately 40 % of the total annual
budget for all types of VET.  The rest is financed
by private enterprises.

There are 3 ways of financing in France:
a) General tax revenues used for supporting public

and private secondary level pre-employment
vocational education.  Outlay for VET is about
1.5 % of the Gross Domestic Product (GDP).

b) Compulsory Apprenticeship Tax of about 0.6 %
of a company's wage bill is used for initial
training.  Of this 0.1 % is kept by the govern-
ment for training of youth between 16 - 25
years of age and 0.5 % is collected and admin-
istered by regional councils.  If employers
accept apprentices they do not pay tax.  They
can also pay fees to the institutions that
organise courses or they can pay taxes directly
to the government.  In this way employers fulfil
their obligations.

c) Compulsory in-service tax is applicable to all
enterprises which have more than 9 employees.
It is 1.2 % of each company's total wage bill.
Employers can use 0.8 % of this for their own
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in-house training.  From the remaining amount
0.3 % is used for youth training and 0.1 % for
training employees during paid training leave.

The French Training System has a large training
industry and offers a variety of VET programmes.
Government takes an active interest.  It formulates
policy, legal framework and monitors quality of
training.

4.5 Vocational training funds
In many countries where employers are active
participants in VET a Training Fund for financing
vocational training has been set up.  Tax contri-
butions from the employers collected through pay-
roll levies or subsidies from the government are
transferred to the Training Fund.

In Zimbabwe companies by an Act of Law have to
contribute 1 % of their wage bill to a central fund
managed by the Ministry of Education and called
Zimbabwe Manpower Development Fund
(ZIMDEF).  The fund is used for financing voca-
tional training activities e.g. apprenticeship train-
ing for various categories of trainees, upgrading
training of skilled workers.  Also companies that
provide 'on the job' training to apprentices can
claim rebates from this fund at a prescribed rate.

Management of funds can be handled by the con-
cerned Ministry, the employers association and the
workers' unions.  This is a useful way as such co-
operation facilitates formulation of appropriate
training policy.

Funds can be managed in the following ways
(Atchoarena, 1993):

a) The "Fair Return" system of management
Every firm contributes to the Fund in accordance
with legal provisions.  After contributing, the firm
has a right for a certain period of time, to refund
an amount equivalent to its contribution and use it
for training.

b) Mutualization
According to Atchoarena mutualization is a term
used as the financial expression of the principal of
solidarity.  Under this system, the contributions
from the companies are managed entirely by the
Fund.  The management of the Fund decides how
much training is required from each firm.  The

firms do not have special claims.  Some of the
small firms may get more funds than their contri-
butions and others may get less.  Training activi-
ties are organised according to the target group
and demand for training.

c) Drawing Rights
Every firm gets a drawing right which is a fraction
of its contribution.  The remaining amount is
mutualised.  Every firm retains a certain degree of
autonomy and the Fund also has some reserves.

4.6 Advantages and disadvantages

Advantages
• When individual companies train their own

work force such as in Japan they can tailor their
requirements in accordance with the actual
needs.  This leads to effective management poli-
cies and avoids wastage of trained manpower.

• When training occurs alongside production it
reduces the overall costs on training.

• Training and employment in one company or
enterprise gives stability to the individual and to
the company.

• A study of financing of vocational training in
Latin America (Kingler & Reyes, 1978) indi-
cated that payroll taxes proved to be an effective
financing mechanism as it helped to create
training institutions that are workable and good
alternatives to traditional training systems.

• Payroll levies are found to be more successful in
middle income countries.  They are effective in
addressing the training needs of large formal
sector enterprises.  Also effective in strengthen-
ing government, employers and labour co-
operation (Inter-American Centre for Research
and Documentation for Vocational Training,
1991).

• Payroll levies are shouldered by enterprises but
part of the costs fall on workers in the form of
lower wages.  This leads to sharing of costs as
workers subsidise their own training.

• Although training costs are high for the national
training agencies but quality of training pro-
grammes is better and linked to employers
needs.

• Larger enterprises benefit more through tax
rebates and credits.  In 1985, in Singapore all
the firms with 200 or more employees applied
for training grants in contrast to 25 % of firms
with 50 employees or less.  Firms which had 10



Page 14 BOLINA:  Financing Vocational Education and Training in Developing Countries

employees or less only 2.2 % applied for grants
(Pang and Salome, 1986).

• Tax credits are more effective in matured or
maturing economies.

• When seen from a broader perspective VTI's
compete with each other to train manpower
required by the enterprises.  This encourages
efficiency within the institutions.

• As the Vocational Training Fund observes the
labour market closely and has regular interaction
with business and industrial houses, it can in-
fluence the organisation of appropriate VET
programmes in accordance with labour market
demand.

• It can also influence the quality of training.
• As it negotiates funding of training with

business and industrial houses, to an extent it
effectively regulates industrial relations.

• Through the process of Mutualization the Fund
can provide resources for training to small firms
and enterprises which may not otherwise have
enough access to training.  As such it can offer
equal training opportunities to firms.

Disadvantages
• Government officials try to regulate the inde-

pendence of individual companies and this may
create some policy problems.

• Companies try to recruit only the best students
as trainees.  This may cause social inequity.

• When training takes place only in one company
there is absence of general certification.  This
affects labour mobilisation from one company to
another.

• Companies may reduce training places to avoid
costs if they do not make adequate profit.

• Payroll levies are found to be less effective in
addressing the training requirement of small and
medium sized employers, women, the workers
and unemployed (Ducci, 1991).  In small coun-
tries private sector is small, governments have
less capacity to generate income, less adminis-
trative capability to collect payroll taxes and so
they have not been successful.

• Payroll levies lead to firms reducing their self
financed training activities.  Taxes, in a sense
crush the individual initiative and firms only
train to fulfil the legal requirements (Bas and
Castro, 1989).

• Payroll levies are often criticised.  Governments
divert some of the funds collected through levies

to finance other programmes.  Sometimes only
15 % is used to finance national training
authorities.  In Colombia SENA has to give
50 % of the revenues generated through payrolls
to support formal public school vocational pro-
grammes (Cuervo and Van Steenwyk, 1986).

• In tax rebate and credit schemes high adminis-
trative costs are involved.  Firms which would
normally invest more have a tendency to reduce
their effort to the bare minimum required by
law.  Sometimes reluctant firms organise poor
training (Bas and Castro, 1989).

• In Brazil and Chile where some evaluations
were made, tax rebates concentrated benefits on
large enterprises in the more developed regions.
Steps had to be taken to promote small and
medium sized firms and associations (Ducci,
1991).

• Tax rebates ultimately imply that financing is by
the State but the training imparted is by the
enterprises.  Although this leads to better co-
ordination of the demand and supply of voca-
tional training, sometimes the demand may not
correspond to the real need.

• Tax credit schemes are less beneficial for low
income countries as firms are not able to
organise different types of training.

• The System of Mutualization may weaken the
mechanism when in a difficult economic situa-
tion, many firms request the Fund to provide
them resources at the same time (Atchoarena,
1993).

• Sometimes due to structural adjustment in the
economies there is an expansion in the informal
sector and a decline in the number of larger
firms.  This leads to reduction of tax contri-
butions to the Fund and a shortage of available
resources for vocational training.  The Fund has
to then search for alternative financing.

• It has been observed that sometimes the state
makes use of the resources of the Training Fund
for other purposes or it does not pay the Tax
Revenue to which the Fund is entitled.

• Sometimes the Fund gets more occupied with
banking functions and investing the resources it
has collected rather than concentrating on devel-
opment of training (Atchoarena, 1993).

• Experience has shown that with mutualization
sometimes there is favouritism towards larger,
more privileged firms and towards employees
who are already well trained.  These benefici-
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aries are better placed to negotiate their
demands and get away with more funds
(Atchoarena, 1993).

4.7 Policy implications
While the single employer financing mechanism
has been very successful in Japan there are strong
cultural influences which contribute to this
success.  It is questionable whether in the absence
of cultural traditions such as spending a whole
lifetime in one company or lasting obligations to
the school group, the family and the company, this
system of individual company training could be as
successful in other parts of the world.

In developing countries the responsibility for
training cannot be left to the enterprises alone.
The government has to organise and finance
training alongside to ensure social equity.  The
deprived and poorer sections of the society need
adequate opportunities for training and the enter-
prises may not necessarily cater to all these
groups.

Payroll taxes help to develop training institutions
in the initial stages when institutions are building
their training capacity.  But it takes time to create
training capacities and this may lead to high costs
and sometimes inefficiencies in management.

While National Training Agencies have been more
successful in larger economies, the same success
was not possible in low income countries due to
factors such as restricted economies, weak
management, less financial resources and high unit
costs (Herschbach, 1993).

Use of tax rebates and credits creates a dynamic
approach to training when enterprises are encour-
aged to become responsible for training, and is
particularly good for retraining and upgrading but
less effective for pre-employment training.  It is
used best with other systems of financing.  Tax
rebates are particularly advantageous to large
employers who have good management systems
(Herschbach, 1993).

When resources are diversified for creating a
Training Fund, efforts should also be made to get
additional funding from the state in the form of
subsidies.

Sometimes Training Centres may be managed
directly by the management of the Training Fund.
Fees can then be introduced to support financing.
Donor agencies and regional authorities can also
help in the provision of resources (Atchoarena,
1993).

The Training Fund is an important mechanism of
financing VET and can diversify its funding,
depending on the quality of financial services it
offers.

5 Private and public sponsored
financing

Governments faced with a shortage of resources
would like individuals, enterprises and non-
government organisations (NGOs) to share the
financial responsibility for VET.

5.1 Training fees
In some cases the entire operational costs are
borne by the participants through payment of fees.

More commonly, employers or trainees bear part
of the costs and government finances the remain-
ing.  Fees could be paid to the government or the
training institution.  In the informal sector the
apprentices pay their master (Herschbach, 1993).

5.2 Fellowship, grants and loans
In most countries of the Latin American region,
public financing is through fellowships and grants.
The most important system of fellowships and
grants is being implemented in Chile.  The
National Employment Secretariat (SENCE)
administers a large system of training fellowships
which are designed to offer training opportunities
to unemployed young people, the poorer sections,
the workers from informal sector and the handi-
capped.  The system is a supplement to tax
rebates.  The agencies which execute the training
programmes are called OTE's and they are super-
vised by the SENCE.  From 1977 to 1987 SENCE
provided training to 300.000 persons with fellow-
ships and grants through 19.000 courses organised
by different agencies.  The courses were mainly
short term ranging from 6 - 12 weeks and covering
a wide range of occupations e.g. agriculture and
live stock production, forestry, mining and trade.
SENAEM has another training programme for
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training young people in the age group of 18 - 24
who do not have adequate access to programmes
offered by enterprises based on their tax rebates
(Ducci, 1991).

Loans can facilitate training for students coming
from poor families if they have to pay for voca-
tional training.  But in many developing countries
there is no formal system of loans for education
(Psacharopoulos and Woodhall, 1985).

5.3 Sale of training / non training services
Training Institutes can generate income from the
sale of services to public and private enterprises or
through individual tuition services.

Some VTI's sell complete training packages to
enterprises.  Some firms may even buy services for
setting up training units in their companies.
INCAP, SENATI and SENAI in Latin America are
well known for this (Ducci, 1991).

Some VTI's offer non-training services such as
consultancies.

5.4 Co-financing agreements
In Argentina co-financing has been arranged with
enterprises, communities and vocational schools.
In Colombia, Brazil and Peru also co-financing is
popular (Ducci, 1991).

When there is an agreement between different
parties then availability of funds becomes assured
and training can be related to the actual demand.

5.5 The German Dual System
In Germany more than two thirds of the 16 - 19
year olds receive training within the dual training
system (Greinert, 1992).

The system is called dual because there are two
places of learning - the vocational schools and the
companies.  The training is governed by training
regulations of the Vocational Training Act, 1969.

The system offers a combination of training in
vocational schools with learning and practical
experience at the worksite.  In a week, apprentices
spend 1 or 2 days at the public vocational high
schools where training in general subjects is
offered.  The remaining part of the week is spent
on the job in the firm/enterprise.  Training is

usually for three and a half years after which
individuals get certification and are free to get
jobs.

The dual system sets high standards of training
which leads to high productivity and competitive-
ness of the labour force.  This is why the workers
and employees trained in the system are highly
appreciated by the German society (Timmermann,
1993).

Expenditure on training is met by the state and the
enterprise.  School costs are provided by the State
i.e. the Länder (Federal States) and local authori-
ties from the public budget whereas the partici-
pating enterprise bears the cost of practical train-
ing or in-plant training.  No company is obliged to
provide training but it is evident from the number
of companies that participate in dual training that
they have economic benefit from training their
own skilled workers.

The Federal Institute for Vocational Training, the
institution of governance is totally funded from the
federal budget.  The chambers and training boards
get their finances from levies on all member firms,
specific fees from companies who demand
services of the chambers and boards e.g. in coun-
selling and examinations, and subsidies from state
budgets for special activities.  The firms/ enter-
prises finance training from their own resources by
overrolling them onto the prices of goods and
services sold in the market; shifting part of the
costs on the taxpayer; returns from the training
through the contribution of the trainees to
productive work;  sale of training to other firms
(Timmermann, 1993)

Outlays for Vocational Education and Training
were approximately 1.85 % of the GNP in 1992.
Contributions by the public and private sector
increased from 1980 to 1992, with the expenditure
on vocational education and training, rising from
DM 15.5 to DM 51.7 billion (Federal Ministry of
Education and Science, 1993/94).

In 1985, the annual unit cost to a company was
about DM 20,500 for all apprenticeable trades.
Companies recovered a fair percentage of this
from the work that the apprentice does and con-
tributes to the production.  The net cost to the firm
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was eventually DM 16,000 approximately (Gilardi
and Schulz, 1989).  The German Federal Institute
for Vocational Training (BIBB) estimated for
1980 that the gross cost to a company was about
DM 17,000 and the net cost was about DM
10,000.  In 1991, the gross cost to a company rose
to DM 29,573 with the net cost at about
DM 17,862.

The cost surveys are however not completely
representative as all training firms do not provide
information and surveys in fact cover a small
number of training firms.  Other limitations are
due to the structure of the in-plant training system.
The value of the productive work of apprentices
during in-plant training can only be estimated but
cannot be exactly determined.  It is also difficult to
account for the actual staff costs of part-time
instructors.  But surveys do reflect accurately the
trends in the levels of vocational training costs
(Hegelheimer, 1986).

The German Federal Government has continued to
make efforts to improve training financed by
firms.  In 1973 a programme was started to pro-
mote inter-firm training workshops aimed at
improving training by small and medium firms
which were already providing more than half the
number of training places.  For the first time
federal aid was given to the dual system on a
significant scale.  It was intended to raise the
places in inter-firm training workshops from
20.000 to 77.000.  It entailed a total expenditure of
DM 2.7 billion of which the federal government
paid DM 1.7 billion, the Länder about DM 0.4
billion and the firms about DM 0.6 billion.  Firms
that benefited were mainly craft firms and some in
the industry and agriculture.

Federal government also gave funds for vocational
schools for special areas.  In the late 1970's Länder
gave financial aid to provide extra training places
in firms to special groups such as girls, foreigners,
the handicapped or apprentices from bankrupt
firms (Schmidt, 1985).

In the dual system the federal government regu-
lates the activities at the workplace through train-
ing regulations.  Regional (Länder) governments
work closely with the implementing agencies.

There is need for constructive partnership between
both.

In Germany, the dual system has proved flexible
enough to offer a considerable number of training
places even in times of economic difficulty.  In
large scale industry about 80 % of apprentices are
subsequently employed by the company in which
they trained (Raggatt, 1988).  When large compa-
nies invest in the training of their future employees
they feel confident that the skilled labour force
would be of high quality and in accordance with
their requirement.

In 1987, the ratio of youth to total unemployment
rates in Germany was 1.1, while the average ratio
for 14 other OECD countries was 1.9 (OECD,
1991).  It would be reasonable to infer that appren-
ticeship system in Germany is an explanation for
this pattern (Lauglo, 1993).

Financing by individual firms is a relatively ef-
ficient system and it is doubtful if better results
could have been achieved in Germany with
another financing system (Schmidt, 1985).

Among the developing countries, Jordan has
successfully adapted the dual training system con-
ducted by the Vocational Training Corporation.  In
large companies formal instruction as well as
practical training is provided on site thereby
reducing costs.  In smaller firms, apprentices are
given formal instruction one day a week at a
training centre.  Training in Jordan is effective
because of co-operation between VTC and
employing establishments, co-ordination of eco-
nomic and training policy and centralised control.
There are some problems too, such as inadequacy
of off-site training.  More vocational centres were
required for theory work, so the costs went up.  All
students were also not successful in getting jobs as
there are imbalances between the demand and
supply of skilled manpower (Herschbach, 1993).

5.6 Production for profit
Money raising through productive work is wide-
spread in primary and secondary schools.  In voca-
tional training programmes, while students learn
they also produce.  But a high percentage of costs
cannot be offset through productive activities.
Generally the most effective programmes are
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operated by NGOs which have greater flexibility.
One would assume that the product which is best
for the training institution to sell is training itself
(Lauglo, 1993).

5.7 Apprenticeship
Apprenticeship is a way of combining practical
experience with theory.  Generally there is a
formal contract between an employer and a trainee
under which the trainee agrees to work for the
employer in return for practical experience which
makes him a skilled worker.  He gets a small wage
till he reaches the level of a skilled worker.  Thus
the tradition of financing apprenticeship involves
sharing of costs between employers and trainees
(Woodhall, 1987).  In India companies are obliged
under the provisions of the Apprentices Act to
accept a certain percentage of trained technical
people for apprenticeship ranging from a period of
1 - 2 years.  The apprentices are paid a stipend by
the company and the government on a sharing
basis.

5.8 Paid educational leave
Another pattern of financing vocational and indus-
trial education in some countries is the provision
of paid educational leave.  Employers continue to
pay wages to employees while they receive part
time or full time vocational education.  In some
countries e.g. France and Sweden there is legis-
lation giving the right of paid educational leave to
workers.  In some other countries there are varia-
tions in the method of financing paid educational
leave.  A study in 1976 concluded that the system
shifts the burden on the employers and creates
many ambiguous situations.  Almost all countries
make the financing of educational leave the
responsibility of the community.  Therefore paid
educational leave also becomes another way of
distributing costs between the employers, workers
and tax payers (Woodhall, 1987).

5.9 Non-governmental and voluntary
organizations

The involvement of Non-Government Organi-
sations (NGOs) and Voluntary Organisations in
the implementation of VET is yet another way of
cost sharing or financing of vocational pro-
grammes.  Sometimes NGOs are charitable insti-
tutions working with the aim of upliftment of
weaker and poorer sections of the society.  Such
institutions may have their own infrastructure and

when they come forward to participate in VET,
they can be successful especially in conducting
short term training programmes in the rural or
urban informal sectors.  At times they provide
education and training entirely from their own
resources and at other times they receive grants or
subsidies from the government.

In developing countries, the involvement of the
NGOs in vocational training is assuming greater
importance as governments continue their search
for partners to share costs on training.  In India e.g.
the Society for Rural Industrialisation in Ranchi
Bihar is conducting vocational training courses
related to rural technology for the poor tribal
people of the local region.  Grants are given by the
central government and other agencies but the
organisation has to bear responsibility for some
part of the costs.  Similarly there are many other
agencies voluntarily engaged in educational and
training activities.

In the Philippines too, the involvement of NGOs
in the social development process of the country
has gained momentum in the last few years.  Dual-
tech has been offering vocational training in
Manila and other parts of the Philippines through
the dual system with the involvement of the com-
panies.  It started its activities in 1982 with contri-
butions from the industry and donations from the
Hanns Seidel Foundation in Germany.

Since 1990 Dualtech has become more independ-
ent in its financing by adopting the dual system
through which there is a sharing of costs with the
industry.  A large number of students from the
lower income group are trained and 15 % of the
poorest students are given scholarships.  The NGO
tries to maximise its resources through optimum
utilisation of existing facilities for training.  When
not in use for training, the facilities are used for
commercial production on a small scale.  In 1993
the organisation had an operating budget of $
600,000, of which 95 % came from the industry
and 5 % from the Hanns Seidel Foundation
(Dualtech, 1993).10.

5.10 Advantages and disadvantages

Advantages
• Training fees enhance efficiency and contribute

resources as well.  Participants are likely to pay
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for training if it is of good quality and can bring
personal benefits and high private rates of
return.

• Fee level can control excessive demand as fees
can be raised if there is more demand.

• If fees are high the quality may improve.
• Fees are found to be effective in financing short

term training in the informal sector.  Master
craftsmen are paid small stipends for additional
training which they give in approved sites.  This
is more economical than organised formal
training (Herschbach, 1993).

• Loans are good for financing short term training.
• Sale of training services facilitate additional

income for Vocational Training Institutes.
• Co-financing agreements raise the resource level

of VTI's.
• Training can be organised in accordance with

demand and therefore enhance training-employ-
ment linkages.

• Dual training system is beneficial to firms
although cost figures are difficult to calculate
due to hidden expenditures e.g. breakage and
waste of materials, lower productivity of experi-
enced workers who spend time in instructing
apprentices.  Work of apprentices also offsets
costs.

• Dual system is an efficient system of financing
by individual  firms and it is doubtful if better
results could be achieved in Germany with
another financing system.  From 1980 to 1984
the number of college graduates entering the
dual system rose from 20,000 to 80,000
(Schmidt, 1985).

• Production for profit can offset a small percent-
age of costs.  In low income countries school
production may help to supply goods and
services when there are shortages (Herschbach,
1993).

• Paid educational leave motivates the workers/
employees to upgrade their skill levels.  Higher
and more skills contribute to productivity.

• NGOs generally work for charitable causes
contributing to the socio-economic development
of the country.  When they become involved in
vocational training they take over the liability of
financing some of the costs which would other-
wise fall on the government.

• As they are highly motivated and often work for
the upliftment of the poorer and weaker sections

of the society, their contribution leads to social
equity.

• They are mostly very successful in providing
short term training.

• NGOs operating in the rural and urban informal
sectors generally have a good knowledge of the
local market.  Thus they can effectively link
training with the local employment requirement.

• Non-profit making NGOs generally have dedi-
cated persons on their management.  They are
keenly engaged in offering good quality voca-
tional training and can thus provide effective
support to vocational training systems.

Disadvantages
• Fees affect poor students or the underprivileged

as they may not get access to training.
• Training fees cannot fully support programme

costs.
• If fee levels are too low it affects incentive to be

responsive to students as the income from fees
comprises only a small portion of the budget.  In
Sri Lanka the Foreman Training Institute
recovers 10 % from fees paid by students and
employers and government pays the remaining
90 %.  The Institute is not concerned to observe
economy measures, have a relevant curriculum
and respond to market needs (Bressler and
Hultin, 1987).

• Fellowship programmes can be expensive for
governments as there are higher administrative
and management costs (Herschbach, 1993).

• Fellowship programmes are subject to political
interference.

• Loans involve problems of disbursements, col-
lecting repayments and preventing defaults.

• Loans do not lead to greater equity as affluent
students are in a better position to make use of
them (Psacharopoulos and Woodhall, 1985).

• Too much emphasis on training services detract
from the main function of Vocational Training
Institutes which is vocational training.

• In the dual training system there can be im-
balance between training demand and placement
opportunities.  To regulate imbalance, training
workshops are set up in larger firms for supple-
menting on-the-job training.  In countries which
do not have a tradition of shared responsibility,
dual system can be exploited by firms e.g. the
firms can use trainees as cheap labour.
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• Training by firms can meet only a part of the
demand for training and cannot help to solve
such problems as training of people with learn-
ing difficulties, language defects etc. (Schmidt,
1985).

• Sometimes institutions pay more attention to
production activities than devoting time and
effort to formal learning.

• As NGOs are not always subject to external
scrutiny they may not maintain a high standard
of training.

• They may also have problems of certification
especially if they are very small organisations
working in the rural or urban informal sectors.

• Sometimes NGOs may experience a shortage of
resources.  In such circumstances some of them
are found to have an over dependence on foreign
donors.

5.11 Policy implications
There are limits to which fees can be used to
finance VET.  Too much reliance on fees is not
advisable as it cannot fully support training costs.

The most efficient way would be for governments
to give subsidies to complement the use of fees.

Fees could be high enough to generate adequate
income but not so high as to stifle the demand
(Herschbach, 1993).

Fellowships are not effective in low income
countries.  The more affluent usually benefit more
(Herschbach, 1993).  The system of student loans
is not very prevalent in developing countries.

While sale of training and non-training services
could become a secondary source of income, it
should not become the main objective of Voca-
tional Training Institutes.  The Institutes should
primarily concentrate on development and provi-
sion of training.

Co-financing agreements raise the volume of
resources available for vocational training.  Insti-
tutes which have such agreements keep their
courses updated and relevant to new technology
(Ducci, 1991).

Dual system is an effective system of financing by
individual firms.  It is beneficial to firms, trainees

and the society.  The dual system involves collabo-
rative financing with contributions from tax reve-
nues, enterprises and the trainees.  Mobilisation of
additional resources is achieved as there are close
links with enterprises and a rough balance between
demand and supply.  Training in the dual system is
successful when there is a constructive collabora-
tion between social partners and adequate potential
for placement.  Training is also less likely to be
obsolete as close links with employers are main-
tained (Herschbach, 1993).

Production for profit is not a reliable way to
generate a large amount of resources for formal
VET programmes.  Production activities in formal
VET should be limited so that more time is spent
on formal learning.  Local institutions will also
require some autonomy for introducing a curricu-
lum shaped by local production requirements
(Herschbach, 1993).

Paid educational leave is a good way to upgrade
the skills of an employee.  While the burden of
financing may become shared, the system
promotes motivation in the workers to enhance
their skills and qualifications thereby contributing
to productivity and economic growth.

In the developing countries the involvement of
NGOs in vocational training is gradually assuming
greater importance.  They not only share the finan-
cial burden but some of them are known to work
for the upliftment of the downtrodden and weaker
sections of the society.  Thus they support the
vocational training systems by helping to equalise
opportunity in training for all and contribute to the
social developmental process.  They should be
encouraged to come forward in closer partnership
with the governments in organising VET.

6 International donor assistance
Donor support plays a very important role in
developing VET systems.

In many developing countries the large amount of
international aid has contributed to the setting up
of a base of training capacity.  Infrastructure and
facilities have been created, staff trained and
instructional systems implemented through donor
assistance.  Mostly donors provide financial re-
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sources for capital costs and it is limited for short
periods (Herschbach, 1993).

In the 1980's, international assistance to vocational
and technical education and training averaged
about $ 600 million annually of which the World
Bank provided 45 %, bilateral agencies 30 % and
other multilateral agencies 25 %.  Approximately
40 % of multilateral assistance for education was
used to support VET programmes.  NGOs and
private sources also made a sizeable contribution
but the exact amount is not known (World Bank,
1991).

From 1963 to 1976, 40 % of lending for education
by the World Bank was for VET at the secondary
and post secondary levels.  But evaluations con-
ducted in the 1970's regarding cost effectiveness
of vocational schooling especially diversified
schools began to raise doubts.  The World Bank
lending then began to shift from diversified voca-
tional education to centre based vocational training
and development of national authorities (World
Bank, 1991).

In Africa about 7 % of direct international aid goes
to finance primary education, 40 % to secondary
education and 17 % to VET.  For every S 1 spent
on a primary school pupil, S 11 is spent on a
secondary school student and S 182 on a VET
student (World Bank, 1988).

In Latin American countries much of the institu-
tional infrastructure for VET was built through
international donor assistance.  A study of SENA
in the 1970's showed that it had taken the maxi-
mum advantage of technical assistance offered by
foreign governments and international organisa-
tions.  The Brazilian SENAI at present benefits
from assistance of nearly all countries of the EEC
and Canada, Israel, Japan and USA (Ducci, 1991).
In the beginning vocational training institutions
sought international support for starting the Insti-
tution.  Subsequently international resources tried
to achieve the transfer of productive technology
which would be appropriate for national develop-
ment.

Among multinational donors a very high amount
goes towards capital expenditures and among
bilateral donors a greater share goes for technical

assistance and overseas fellowships at the expense
of support for recurrent costs (World Bank 1988).

6.1 Advantages and disadvantages

Advantages
• Donor assistance helps to set up vocational

training institutions.
• In some of the low income countries, but for

donor support, it may not be possible to create
infrastructure required for VET.

• Donor assistance facilitates transfer of latest
productive technology to low income countries
which can stimulate economic growth.

• Donors provide technical assistance from
countries which have been successful in voca-
tional training.

Disadvantages
• VET systems require long term support as they

take long periods to mature, sometimes decades.
Donor assistance is generally short term, some-
times for a few years.  Donor agencies generally
do not make long term commitments.  This
limits the effectiveness of assistance as recipient
countries are not able to make long term plans.

• Donor agencies like to fund capital expenditure
as it is easier to calculate and measure.  Capital
investments such as newly constructed buildings
are visible and proof of the contribution made
by the donor and therefore said to have greater
impact.  Extensive facilities are thus built which
may not get adequate recurrent support from
governments because they do not have adequate
resources (Herschbach, 1993).

6.2 Policy implications
Donor assistance is found to concentrate on capital
costs creating large training facilities.  Pro-
grammes cannot operate successfully without
adequate support of recurrent expenditure by the
host country.  Therefore the size of the project to
be funded by the donor and its duration should be
based on the capacity of the recurrent funding
available.  Otherwise a project started with good
intentions may start malfunctioning.  The most
successful donor projects are those which lay
emphasis on strengthening the management and
upgrading the quality of staff of training insti-
tutions (Herschbach, 1993).
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Distortions should be avoided between over
importance on capital expenditure as compared
with recurrent costs.  If initial investments are very
extensive, countries may not be able to sustain
VET institutions.  When this happens the quality
of the programmes in the institutions deteriorate
and the project does not yield adequate return on
the investment.

Donor assistance is most effective when a moder-
ate level of finance is provided over a long period
of time (Herschbach, 1993).  Long term partner-
ship with governments helps them in their efforts
to build proper training facilities.

The host country should strengthen its essential
systems so as to sustain the project long after the
donor assistance is over.

7 Conclusion
Governments will continue to finance VET
through public revenue as the overall responsi-
bility for development of human resources in the
country rests with it.  Without adequate invest-
ment in education, it is almost impossible to pro-
mote development.  Government support in
financing VET will therefore continue to flow and
remain the most reliable.

With diversification of financing mechanisms
however, larger resources are available for creat-
ing more training opportunities.  But the problems
of financing VET cannot be solved entirely
through diversification of resources.  Efforts have
to be made to better utilise available resources by
removing existing inefficiencies, stricter account-
ability, improving organisational structures and
proper application of new information technology.
Vocational training systems should remain flexible
with the ability to adapt to the changing social,
economic and technological requirements of the
country.  To keep vocational training dynamic the
following should be borne in mind:

• Public revenues are used mainly to finance pre-
employment VET but pre-service and in-service
VET is also being supported.  Vocational Train-
ing Institutions funded through national budgets
have more stability as there is a consistent flow
of resources and the institutions can plan its
training possibilities accordingly.  When there is

a reduction in the budget due to shortage in
availability of overall resources it could affect
the training programme in quantitative and
qualitative terms.

• Single employer financing in Japan has proved
very successful.  However the strong cultural
traditions prevalent in the Japanese society have
in some measure contributed to making this
training system the backbone of the growing
economy.  As a mechanism of financing it is
highly recommended if it works as well in other
parts of the world.

• Excessive dependence on payroll levies as an
important financing mode has to change slowly.
There has been criticism that taxes imposed on
employers eventually discourage the demand for
manpower.  Payroll levies have however been
effective in building national training capacity
especially in middle income countries.

• Tax rebates have been effective in financing in
service training and less effective in pre-
employment training.  Small and medium sized
enterprises do not make much use of it.

• Fees can easily finance VET but there are limits
on the amount of resources that can be gener-
ated.  Fees are a better way to finance short term
training.

• Fellowship and loans do not generally work in
developing countries.

• Production for profit is effective in financing
VET for poor youth, unemployed school leavers
and disadvantaged adults.  It works best in pro-
grammes operated by NGOs.

• While co-financing agreements are emerging as
a popular method of generating resources, other
sources of funding are required for providing
financial stability.  Agreements with firms and
enterprises bring training institutions into closer
contact with market requirements and with the
emerging of new technology and bring better
prospects of return.  However generally, only
those sectors which have enough resources can
propose significant agreements (Ducci, 1991).
Donations from the private sector in exchange
for their involvement in the curriculum design
of training programmes, and membership of
governing boards can also be explored.

• The Dual System is an efficient system of
financing by individual enterprises.  Firms pro-
vide training voluntarily at their own expense as
they believe it is the best way to train a skilled
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workforce according to their requirement.  They
also demonstrate a social responsibility for
training as a contribution to economic develop-
ment.  But it is not only the firm which invests
in the trainee.  The trainee does his share of
work, thus to a certain degree offsetting the
expenditure the firm incurs on him.  The costs
of vocational training also reduce the tax on the
firm's profits.

• Although the dual system involves collaborative
financing with contributions from tax revenues,
enterprises and the trainees, it does not reduce
much the overall tax burden on public revenues
but the employers play a very crucial role in the
training through apprenticeship.  Training in the
dual system is very successful when there is a
constructive collaboration between social part-
ners and adequate potential for placement.  It is
widely acknowledged that one of the reasons for
the economic success of Germany is the voca-
tional training of its labour force.

• involvement of NGOs in cost sharing for VET
in developing countries is gaining momentum.
Not only do these organisations bear a part of
the financial liability but they are also known to
work with a commitment for the socio-eco-
nomic development of the country.  Govern-
ments should try to bring forward more NGOs
as partners in vocational training.

• Donor Assistance is a very important source of
financing vocational training systems.  It is
effective in all types of VET programmes but it
has its limitations.  Generally building of institu-
tional infrastructure is through support for
capital expenditure.  But donor assistance can
cause inefficiencies if the project cycles are too
short and the host country is not able to maintain
the quality of the institution.  Donor assistance
should have long term development policies,
resources should be concentrated and special
attention should be paid to recurrent funding
(Herschbach, 1993).

Vocational training systems should continue its
search for generating additional resources through
the public and private sector such as government
subsidies, enrolment fees in the long term or con-
tributions from associations and unions.  They
should maintain a certain proportion of income
from payroll levies and use it effectively for
encouraging co-financing with enterprises.  They

could include decentralised and local bodies in the
sale of general services to adapt to the new
requirements of the governments.  They should
also make use of non-monetary contributions in
the form of equipment and new materials for the
training centres which may be donated through
agreements with business.

If vocational training systems are very large and
programme activities cannot be adequately
supported, it may be better to reduce the pro-
grammes and consolidate the existing resources
and reallocate them appropriately.  The important
thing is effective management of the institution
through a proper balance between capital and
recurrent expenditures.  All training components
should be strengthened and emphasis should be on
quality training.  The management should work
closely with the employers.

Diversification of resources is not easily possible
in countries which have highly centralised systems
with rigid controls.  New ways of raising resources
will require new working relationships with relig-
ious bodies, trade associations and that requires
delegation of authority.  Governments have to
consider making these changes (Herschbach,
1993).

The economic situation in the country also affects
the financing mechanism.  In low income
countries there is a shortage of resources in the
Government.  At the same time it is not possible to
find many suitable alternatives to government
funding.  In the middle income countries there are
greater possibilities for diversifying financing and
experience has shown that it is possible to have
different forms of vocational education and
training.

Strategies for financing VET have to take into
account the pattern of economic development.
There is no optimal combination of financing.  In
most countries there is a need to diversify training
and new ways of financing may lead to new ways
of training.  Attempts to diversify financing will
ensure stability in the long term as it will reduce
excessive dependence on a single source.  If there
is financial stability, it will lead to better quality
VET programmes (Herschbach, 1993).
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There is no single or universal solution for financ-
ing vocational training and no one method which
can serve all sections of the society.  There are
many different limitations in every system.
Questions about who should meet the costs, the
employers, individuals or the government are
raised from time to time.  A World Bank study
reviewed the literature on these questions and
concluded that the survey eventually raised more
questions than it answered and that there is no
universal solution about the absolute effectiveness

of any one method (Zymelman, 1976).  A combi-
nation of funding leads to greater access in VET.
Diversifying financing will create greater oppor-
tunities and improve the quality of training
(Herschbach, 1993).  Governments have to realise
that funding from public revenue is not the only
way to finance investment in vocational education
and training.  There should be a determination to
involve employers, individuals and the local
communities.
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4

1 Introduction
The financing of vocational education is of in-
creasing concern to governments as well as, in
many countries, to industry.  This renewed interest
is often due to adverse economic and financial
conditions, but it is also linked to the search for
cost-effectiveness in a context of intense inter-
national competition.

Over the past decade many countries have been
forced to introduce economic adjustment and
stabilisation policies.  Such programmes have had
serious effects on patterns by which governments
finance education  (Samoff, 1994).  In many cases,
adjustments led to drastic measures aimed at
minimising government spending and transferring
costs to other actors.  This orthodox policy has not
left vocational education unscathed.  In this con-
text, higher unit costs constitute an additional
handicap in the financing of training.

It is difficult to measure the bulk of spending allo-
cated to vocational education and training.  Offi-
cial data, such as those published by UNESCO,
usually refer to central government expenditures,
overlooking spending made by decentralised units,
such as local governments which, in certain coun-
tries, may play a significant role in financing
training.  In addition, the integrated nature of
secondary education in some systems does not
allow for the easy differentiation between the
vocational and general components.  In fact, the
lack of clear definitions makes it difficult to pro-
duce comparative data.  Finally, a large share of
investment in vocational education, by companies
and individuals,  often remains invisible.  As data
on the different sources of financing are not
always recorded in an exact manner, it is possible

                                                
4 This chapter is inspired by a study published in 1994

(Atchoarena, D.: Financement et régulation de la formation
professionnelle: une analyse comparée, UNESCO/IIPE)

that the overall financial effort involved in training
is underestimated.

In a context of financial scarcity, vocational edu-
cation has to provide clear evidence of economic
and social returns.  In many countries, such evi-
dence is lacking, which is threatening the sustain-
ability of the system and leading to a thorough
questioning of vocational education.  At the same
time, in a period of high unemployment, political
pressure to expand vocational education often
becomes more intensive.

Vocational education has been an important com-
ponent of international assistance to education
(Middleton; Ziderman, 1993).  However, project
support has often been preferred to a more inte-
grated sectoral approach.  Recent shifts in inter-
national assistance seem to seek sustainability
through a long- term strategic approach.  Current
directions include institutional capacity-building,
strengthening  private training and training by the
employer, improving the management and effi-
ciency of public institutions as well as their capac-
ity to raise funds.  At the same time, support for
general secondary education seems to be consid-
ered as a priority for the fostering of flexibility, the
increasing of "trainability" and the achievement of
equity (Hallak, 1990).

Although the reference to so-called 'models' is
frequent, the overall management and co-ordina-
tion of national training systems is quite varied,
ranging from centralised planning to market-
oriented regulation (Caillods, 1994).  Similarly,
financing training modes are very diverse and far
more complicated than a simple choice between
public spending and earmarked payroll taxes.
Such a diversity, combined with the constant
evolution of national systems, makes overall
comparisons somehow difficult.  However, it is
worthwhile identifying and analysing the range of
options available.  With this in mind, this chapter
reviews the main issues and focuses on selected
country experiences, illustrating different kinds of
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strategies and instruments involved in the  financ-
ing of vocational education.

The assumption of this chapter is that funding
policies for vocational education should not be
considered as purely a combination of financial
devices and mechanisms commanding the collec-
tion, allocation and spending of resources.  They
also reflect and have an impact on the distribution
of authority throughout the system:  controlling
finance is always a major asset in influencing the
decision-making process (Atchoarena, 1994).
Furthermore, if one also considers that the training
system must prove highly adaptable to economic,
technological and organisational change, the
financial participation of various kinds of partners
and, in particular, industry, may not only increase
the availability of funds but, eventually, have a
positive impact on training volume and content.

2 Issues and policies

2.1 The emergence of new principles of
government intervention:
Cost sharing and subsidiarity

Wide recognition that the State can no longer
assume alone the financial burden of vocational
education has led to the development of new
modes of government intervention such as cost-
sharing and subsidiarity.  The effort of govern-
ments to share the cost of education, including
vocational education, with other members of
society has now become a global phenomenon,
affecting both developing countries and industri-
alised nations (Gasskov, 1994).  Apart from being
an expression of cold pragmatism  -  compensating
for the decrease in government spending  -  cost
sharing corresponds to the belief that the financial
burden of education should be distributed among
all beneficiaries (Birdsall, 1986)).  Hence, employ-
ers and individuals who take advantage of higher
productivity and income should contribute to the
cost of vocational education.

Implementation of the cost-sharing principle has
led to the introduction of a diversity of measures,
such as student fees, employer sponsorship of
trainees, technology-transfer grants and contracts
from industry, sale of continuing education serv-
ices, sale of other products and services.  Deferred
payment through the use of loans has also been

considered as a promising way of securing
resources from students, based upon their future
income.  Although student loans have mainly been
implemented at university level,  such a system
can be applied to other levels and forms of educa-
tion, including post-secondary technical education.

Together with cost sharing, the principle of sub-
sidiarity tends to become a central tenet in the
clear definition of the respective roles and respon-
sibilities of the various levels of government,
including in public spending.  In brief, subsidiarity
holds that the central level should only control
what cannot be done effectively at a lower level.

In the field of vocational education it seeks to
uphold the local dimension of the training system
or, at least, the relevance of training provision vis-
à-vis the needs of local labour markets.  Therefore,
within a decentralised framework, financing
training should be organised according to the
principle of subsidiarity, the central state only sup-
porting programmes that cannot be efficiently
covered by lower entities, for instance, those con-
sidered to be critical for industrial development
strategies or those aimed at vulnerable groups.

However, in practice, even assuming that local
governments have a comparative advantage in
providing training, the huge differences observed
in tax base at this level would hardly ensure an
adequate amount of finance.  Hence, the central
government may retain the role of harmonising
funding in order to guaranty minimum standards
across the country.

In spite of the far reaching implications of cost-
sharing and subsidiarity, many economic justifi-
cations remain for the subsidising of vocational
education services.  First, benefits are not only
captured by individuals, or firms, but have a spill-
over effect on the entire society.  Indeed, assuming
that most initial training is transferable, vocational
education may be considered as a quasi-collective
good, just like general education.  Secondly,
economies of scale can only be achieved through
providing services to a significant share of the
population.  Finally, in the absence of sufficient
knowledge of the costs and benefits of alternative
forms of education, it is doubtful whether
individuals, or enterprises, are able to make the
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best decisions.  This lack of information would
then lead, at the macro level, to a state of under-
investment in training.

In addition to the economic rationale, it is arguable
that leaving the vocational education of the dis-
advantaged groups in society entirely to what they
could buy on the open market would be socially
unacceptable.  Therefore, training for such groups
must rely on public money, although other sources
can also contribute.

2.2 Apprenticeship:  Sharing training
responsibilities and costs

In many countries, apprenticeship constituted the
traditional way of educating the labour force for
craft production.  Progressively this training mode,
which involved skills being imparted on-the-job
by masters to young people, was transferred to
industrialised business.  Compared to other
training modes, apprenticeship is characterised by
its capacity not only to train but also to organise
the process of transition of the young labour force
to the labour market (Greffe, forthcoming).

Through apprenticeship, the cost of training is
borne by the employers who, in turn, compensate
for the poor productivity of new apprentices
through low wages (below the marginal produc-
tivity rate).  Therefore, in its traditional form,
apprenticeship is a cheap way of training young
people for the State, the cost being shared between
the employers on one side and the apprentices, and
their respective families, on the other.

Another advantage of apprenticeship remains in
the way it adjusts, at least in theory,  training pro-
vision to the needs of the enterprise, in accordance
with business cycles.  Therefore, it is often argued
that this system ensures efficient resource allo-
cation through market forces.

For all these reasons, largely brought to light by
the popularity of the German dual-training system,
apprenticeship features prominently in the inter-
national debate on vocational education
(Timmermann, 1993).  This is the case not only in
industrialised economies but also in developing
countries.  In fact, this issue is marked by a strong
current in favour of the introduction, moderni-
sation or development of the apprenticeship sys-

tem.  However, the actual implementation of the
'model', in terms of the rationale inspiring it
(training or employment policy) or the operational
features (labour status, duration, wage rate, dual or
company based etc.), differs widely from one
place to another.

Considering such variations, the term 'apprentice'
itself can be misleading.  It is applied to very
different activities and attainments across
countries.  As a result, the concept of apprentice-
ship, often equated to the term 'dual training', is, in
fact, relatively vague, if not ambiguous.

Similarly, the term 'market financing', often used
for apprenticeship, can be a source of misinter-
pretation.  Although, in the theoretical model,
training is financed, on one side by employers
investing in apprentices' skill formation, and on
the other side by individuals, the apprentices, and
their respective families, accepting low wages and
sometimes paying fees, contemporary apprentice-
ship combines market financing and public inter-
vention.  For instance, various legal instruments,
such as fiscal or monetary incentives, often make
it attractive for employers to take on apprentices.
In addition, in systems based upon the concept of
duality of training, centre or school-based training
is usually financed out of general taxation.

Yet, the actual mechanisms being put in place to
finance apprenticeship should not only be evalu-
ated from the point of view of financing and
training concerns but should also be seen within
the framework of labour market policies.

2.3 The consumer rationale:
Privately financed institutional training

Private institutions tend to make an increasing
contribution to training.  They constitute a very
heterogeneous sector, difficult to define and to
clearly delineate.  Legal status, ownership, objec-
tives, operations and, of course, financing are
some of the criteria differentiating private voca-
tional schools and training centres.

Tuition fees, paid by individuals or enterprises,
usually represent a significant, if not a major
source of income.  However, in many countries,
private institutions also benefit from government
financial allocations and tax incentives.  Institu-
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tions linked to NGOs may raise a significant share
of their resources through donations.

It is arguable that private training institutions
constitute a market-financed response to a growing
social demand.  Apart from reducing reliance on
the state budget, it is hoped that the private sector
can promote fair competition, eventually leading
to cost reduction.  Yet, the quality of training
given by this sector varies immensely from one
institution to the other.  In fact, the variation in
quality may be much wider within the private
sector than for public institutions that have to meet
certain standards.  It is doubtful that this issue of
quality control  can be resolved by pure market
mechanisms.  In many countries, governments are
developing information on training supply and
trying to regulate the training market by intro-
ducing accreditation and monitoring mechanisms
for private institutions.

Apart from the quality issue, private provision
raises the question of access for low income
groups.  A fair system should make provision to
grant financial assistance to students from the
poorest families.  Furthermore, past experience has
shown that private institutions have a tendency to
invest in 'cheap to teach' subjects, leaving pro-
grammes requiring heavy infrastructures to
government.  This short-term market rationale
limits the capacity of the private sector to provide
a viable alternative to public provision (De Moura
Castro, 1995).  Nevertheless, it can be a useful
supplement to public structures and finances.

The market approach to vocational education does
not only lead to the development of private insti-
tutions.  It also has an impact on the way public
institutions are managed and financed.  In particu-
lar, it is argued that market incentives provide a
better manner of allocating resources.  Apart from
the introduction of cost-recovery measures, this
policy advocates giving institutions autonomy over
programmes, admissions and financial resources.
Increasing financial autonomy may also encourage
public institutions to develop income-generating
activities and seek local solidarity through
strengthening links with businesses and communi-
ties in their environment.  Besides attracting dona-
tions in cash or kind, such a strategy is meant to

improve the capacity of institutions to assess
training needs at the local level.

Increasing accountability is usually the counterpart
of more autonomy.  In the context of a decentral-
ised and competitive framework, institution man-
agers are encouraged to  move away progressively
from the traditional pattern of basing budget
estimates on allocations of previous years, in
favour of a system based on performance.

Introducing the use of vouchers can offer an alter-
native way of allocating funds to training insti-
tutions (Herschbach, 1993).  In line with the
principle of consumer-paid services, this mode of
intervention reflects a major shift towards a
demand-driven formula.  This funding arrange-
ment, based on output rather than on input,
requires, among other things, that individuals and
enterprises be fully informed of the programmes of
institutions and their performance.  However, their
large scale use would introduce instability and
eventually threaten the sustainability of the
training system.

Whatever the mechanism might be, the allocation
of public money to institutions enjoying greater
autonomy inevitably raises the issue of control.
The market-feedback system is often said to be the
most effective.  Nevertheless, some reservations
can be made concerning its reliability, taking into
consideration the information problem and the
need to follow certain national objectives, such as
the promotion of labour mobility or giving priority
to specific groups.

2.4 The use of earmarked taxation to
finance training

International data tend to show that, although
general taxation still represents, in most instances,
a major source of funding, especially for initial
training, earmarked taxation now constitutes a
significant option.  It usually takes the form of a
payroll tax and finds its justification in the equity
principle, which stipulates that enterprises should
be responsible for the cost of the education which
is of direct benefit to them (Whalley; Ziderman,
1989, 1990).

Although the human capital theory indicates that
enterprises benefit from investment in training,
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they may actually underinvest due to the so-called
'poaching effect'.  This phenomenon, also
described as a 'free-rider issue', reflects the fact
that some 'smart' employers, rather than investing
in training, prefer hiring ('poaching') workers that
have been trained by a competitor.  Eventually,
this risk may discourage employers from training
their employees beyond enterprise-specific skills,
resulting in an overall underinvestment in human
capital.  Correcting such a 'market failure' requires
State intervention, such as introducing a payroll
tax to finance transferable training.

Subject to renewed interest, payroll taxes cannot
be considered as a financial innovation:  let's
remember that they were first introduced in Brazil
in the early 1940s.  Their great potential for
expanding the tax base under which training is
financed explains the wide dissemination of train-
ing levies and their adaptation to various national
conditions in developing as well as in developed
countries, notably in Europe (Drake; Germe,
1995).

Financing systems based upon payroll taxes are
often classified into two groups
(Whalley; Ziderman, op. cit.):  the revenue-raising
schemes, and the levy grant or rebate schemes.
Each type corresponds to a different objective.
Revenue-raising schemes are usually implemented
to finance the establishment of a training system
(the so-called 'Latin-American model').  Levy
grant, or rebate schemes, constitute incentives to
employers to develop in-service training.  Incen-
tives can either take the form of reimbursement of
part of the training cost, exemption of the training
levy or a rebate in company tax.

According to the country, available data indicate
that the rate of the levy varies from 0.5 % to 4 %
of the payroll.  In some cases, it also changes
according to sectors of the economy and size of
the enterprise's workforce.  The public sector as
well as small enterprises are often exempted.  The
introduction, and sometimes abandonment, of a
financing scheme based on payroll tax depends
very much on specific considerations, such as the
availability of skills and training, the overall
structure and weight of the tax system, the cost of
labour, and the strength of the consensus between

the State, employers and the wider community
regarding the necessity and use of a training levy.

The main criticism of payroll taxes lies in their
inflationary effect on labour costs.  This concern is
particularly strong when fiscal and social levies on
labour are already high.  Eventually, using payroll
as the basis for the training tax might have other
macro-economic effects.  In particular, such a
system produces a distortion between labour-
intensive and capital-intensive enterprises that
could supposedly affect investment patterns and,
in the long run, the economic structure.

These examples show that payroll taxes cannot be
considered neutral as far as inflation, employment
or even industrial development are concerned.
The instruments selected to finance vocational
education have broad implications which reach far
beyond the field of training policies and outcomes.

2.5 From financing to regulation:
Training funds

The introduction of payroll tax has led to the
creation and wide dissemination of a new type of
institution often managed by both the public and
private sectors, sometimes also involving unions
through a tripartite formula.  These bodies or
Training Funds, which collect and allocate the
resources raised by the tax, combine financial and
training responsibilities.

In some cases, financing and promoting training
are the major objectives of such institutions.  In
others, the Fund is incorporated into a broader
Training Agency or Board which also operates its
own training system, parallel to the vocational
streams of the education sector, and sometimes
decides upon the national training policy (Wilson,
1993).  Indeed, giving the management of Training
Funds to the social partners can contribute to the
enhancement of the quality, relevance and
flexibility of training.

The central Fund model is not the only option, and
some countries have established sectoral bodies
(Drake, 1991).  Mostly applied in the developing
world, the use of a large centralised Fund tends to
redistribute training costs between training and
non-training firms.  Sectoral Funds can better meet
the requirements of well organised sectors of the
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economy or facilitate dealing with specific man-
power or qualification shortages.

The collectivisation, or mutualization, of resources
allowed by the Funds, especially central Funds,
helps in the development of a collectively agreed
training strategy aimed at specific types of firms,
sectors, categories of workers or regions.  This
option can be a very powerful instrument for pro-
moting both equity and effectiveness.  In some
countries, notably in Latin America and Africa,
Funds have been used to implement special
projects for the informal sector.

In financial terms, this redistributive function is
made possible by introducing a  formula, whereby
individual firms have access to only one portion of
their contribution to finance their own training.
The balance remains accumulated in a collective
account put at the disposal of the Fund to finance
programmes decided upon by its governing body.
It is important to note that, for many institutions,
accumulated savings constitute a stabilisation fund
that can be used to finance capital investment or
face a drop in payroll tax collection.
Usually, nation-wide Funds both levy for their
own training policy and make grants to training
firms.  Progressively, many of them have devel-
oped their activities to provide, on a cost-recovery
basis, consultancy services to enterprises in the
field of human resources development.  They also
often play a key role in regulating the training
market by introducing accreditation procedures,
and quality control for private training institutions.

The diversification of services and resources
represents a major trend in the current evolution of
the Fund model.  More and more, in addition to
securing diversified finance, training Funds aim at
regulating training at both the micro (enterprise)
and macro (national) levels, through incentives,
direct interventions and dialogue (Atchoarena;
Caillods, 1995).

3 A brief review of experience

3.1 Back to the roots:  Brazil

The Brazilian vocational education system
Brazil pioneered the establishment of autonomous
institutions responsible for the training of the man-
power required by the economy (CINTERFOR,

1991).  Funded by payroll taxes and developed as
distinct from the school system, this model was
conceived as one of the instruments needed to face
the challenges of industrialisation.

The National Industrial Apprenticeship Service
(SENAI) was established in 1942 to provide a
qualified workforce for the developing industrial
sector5.  Conceived to serve the needs of the
industry, SENAI is also managed, financed and
operated by industry.  It was established by decree
but is regulated under private law.

SENAI adopted a regional structure, partly due to
the size of the country and its federal nature.  The
National Council, headed  by the President of the
National Confederation of Industry, comprises
representatives of various industrial sectors, as
well as those of fisheries, transportation and com-
munications, officials from both the Ministries of
Education and of Labour and the Presidents of the
Regional Councils.

The National Department is mainly in charge of
providing overall normative guidance, technical
assistance and co-ordination.  The Regional
Councils have a pattern of membership similar to
the one adopted at the national level.  They are the
executive arms of SENAI and operate the
vocational training centres as well as provide
training and related services to the enterprises.  It
is to be noted that workers' organisations are not
represented in the SENAI management bodies.

SENAI's training infrastructure embraces a great
diversity of elements, including over 500 various
types of vocational training centres, more than 200
mobile training units and several personnel devel-
opment centres.  Many of these institutions are
joint ventures operated in co-operation with
industry.  Major training activities combine in-
centre pre-employment vocational training, an
apprenticeship scheme and continuing vocational
education, including company-based programmes.
This diversified training structure and strategy has
allowed SENAI to train, since 1942, more than 10
million people.  SENAI's activities are meant to
cater for the needs of the modern sector of the

                                                
5 A sister institution, the National Commercial Apprenticeship

Service (SENAC), was later set up for the tertiary sector
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economy, although the importance of the informal
sector is recognised.

It is argued that one of SENAI's  major assets is its
close relationship to industry and its needs.  Such a
close linkage is largely due to the financial partici-
pation of the employers and to the design of the
governing bodies of the system.  However, co-
operation also exists at the operational level where
business representatives are very active, taking
part, for instance, in curriculum development,
recruiting apprentices, providing part-time instruc-
tors or by participating in the technical advisory
boards of the training centres.

Financing modalities
SENAI's financing modalities are based on a 1 %
payroll tax paid by enterprises from the industry,
transportation, communications and the fish-
processing sectors.  Businesses employing more
than 500 workers are subject to an additional levy
of 0.2 %.  The tax is collected by the Government
Agency in charge of social security, and then
transferred to SENAI.  Government subsidies
complement the budget.

The allocation of funds is governed by the follow-
ing principles.  SENAI's central administration
absorbs 1 % of funds raised to cover related costs
and further retains 15 % of the general contri-
bution for its running expenditures, as well as the
product of the additional  tax.  The balance of the
general contribution (85 %) is transferred to the
regional bodies.

The retention of funds at the central level enables
SENAI to perform a redistributive function by
allocating supplementary resources to disadvan-
taged regions, such as the Northeast, or to support
priority programmes.  The additional resources
levied from large companies are mainly used to
finance their training plans.  Finally, public subsi-
dies benefit programmes linked to government
policies, such as the training of trainers or the
building and equipment of new training centres.

In 1975, the revenue-raising scheme was comple-
mented by a tax-rebate incentive.  This arrange-
ment provided training enterprises with the pos-
sibility of deducting, within an upper limit, twice
the amount of their training bill from their income
tax.  The tax rebate was subject to the prior

approval of the enterprise's training plans.  Such
an option reflected a Government strategy to boost
in-company training, in view of improving labour
productivity.  However, it was suspended in 1990
for an indefinite period, within the framework of
broader orthodox fiscal measures.

The effort to promote company training led
SENAI to sign specific financing agreements with
large enterprises.  According to these contracts, the
firm that agrees is exempted from the 1 % levy
and is allowed to retain part of the 0.2 %
additional tax.  Corresponding savings must be
allocated to enterprise-based training programmes.
These contracts are primarily of benefit to enter-
prises making significant investments in areas
considered as contributing to industrial develop-
ment.

Apprenticeship, managed by SENAI, constitutes
another financing modality of training.  It is com-
pulsory for enterprises to employ, and enrol in
SENAI centres, a number of 14 to 18 year-old
apprentices ranging from an equivalent of 5 % to
15 % of their ordinary  workforce.  During the first
half of their training, apprentices receive half the
minimum wage.  This income increases to two-
thirds of the base salary for the second part of the
learning period.

The various components of this system are meant
to contribute to the development of training.
While the levy, complemented by public subsidies,
guarantees, under normal circumstances, a certain
financial stability, the tax-rebate scheme supports
the expansion of in-service training and increases
the interest of employers in training.  Co-financing
agreements and the management of the apprentice-
ship system are instrumental in ensuring that
SENAI remains close to the enterprises and their
changing needs.

What lessons?
The evolution and the results of the Brazilian
financing system provide an interesting overview
of the various financial instruments and strategies
used.  The payroll tax has obviously contributed to
the development of a strong training system,
focusing on long-term training programmes.
However, the allocation mechanisms have not
been able to operate a redistribution of funds in a
manner which significantly reduces the disparities
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of access between the various regions, between the
size of the enterprise, and between the category of
worker.  In addition, the expansion of the institu-
tion is sometimes said to have generated a quasi-
monopoly or, at least, given it a dominant position,
which has impaired the development of a
competitive training market (Leite, in Gasskov,
op. cit.)

The profound crisis that Brazil faced in the early
1980s revealed the solidity of the revenue-raising
scheme and its ability to adapt to a changing eco-
nomic context.  Adverse conditions resulted in a
fall in revenue as employment and salaries fell.  In
constant price, the contributions collected in 1989
represented only 63 % of the 1980 figure.  Over
that period, the survival of the institution required
both the reduction of expenditures and the diversi-
fication of revenues.  The interest produced by
surpluses accumulated in the past  constituted a
stabilising income which guaranteed SENAI's
financial solvability.  Developing closer links with
enterprises also contributed towards supplement-
ing the decline in the regular payroll-based income
(Gomes, 1991).

The results of the tax-rebate scheme showed a
significant increase in company training (2 million
trainees in 1980), and the development of enter-
prise training centres.  However, a careful analysis
showed that only 1 % of the taxable companies
took advantage of this device.  The heaviness of
the procedure for approval was sometimes identi-
fied as an obstacle to the system.  The fiscal incen-
tive was, in fact, taken up by the large companies
from Sao Paulo, which used it to further consoli-
date their training policies.  The impact on other
industrial sectors and states remained limited.
Therefore, the tax-rebate facility did contribute to
an expansion of the training effort, but in a way
that further increased the training gap between
regions and categories of enterprises.

The co-financing agreements, conceived as an
alternative way of developing enterprise-based
training, have shown rather positive results, as
indicated by a rapid increase in the number of
contracts.  However, this trend has also confirmed
a bias towards large firms.  Major agreements are
signed with companies having their own training

centre.  The participation of smaller companies
remains marginal.

In spite of its limitations (lack of competition, bias
towards large companies, lack of adequate incen-
tives), the Brazilian system demonstrated a strong
capacity, in a changing labour market, to diversify
its sources of income as well as its provision of
services to firms.  This flexibility and the close
links established with enterprises are certainly the
result of an appropriate mixture of institutional
and financial arrangements.  Administrative inde-
pendence, a hybrid status combining private
ownership and public mission,  a management
structure, including industrial and governmental
representatives, probably accounted for SENAI's
achievements.

Its prestige explains the wide dissemination of the
Brazilian experience all over Latin America and
the Caribbean (Ducci, 1991).  However, this
propagation did not purely duplicate the model but
adjusted it to specific conditions.  Notably, most
of the other institutions of the region depend upon
the public sector, not on industry, and their
governing body usually give predominance to
Ministries.

In the case of Brazil, future adjustments to the
system may put more emphasis on incentive
instruments, as opposed to compulsory ones, in
order to facilitate an evolution of company strate-
gies for training and, more globally, for human
resources development (Gasskov, op. cit.)  The
bias in favour of big companies also constitutes an
issue that calls for increasing attention.  Finally,
the non representation of labour interests might
resist the evolution of social forces and the trend
towards further democratisation.

Government options in human resources
development
More than anything else, a significant share of the
Brazilian workforce remains quasi-illiterate and
poorly skilled.  The low education profile of the
population constitutes a major obstacle to further
modernisation and development of the economy
(Amadeo et al, in Samoff, op. cit.).  A training
system in itself, as sophisticated and effective as it
may be, does not offer an adequate long-term
response to the needs of human resources devel-
opment.
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3.2 Financing training in a context of rapid
growth:  Examples from Asia and the
Indian Ocean

The Republic of Korea and Singapore:  State
regulation of the labour market through
educational and manpower development
The long-term economic performance of the
Republic of Korea and of Singapore is well
known.  A rapid economic growth, a high level of
exports and a low unemployment rate are among
the signs of such achievements.  Labour shortage
is also one of the features of this development
pattern.  It is often argued that this success is, to a
large extent, due to non-economic factors, such as
labour market institutions and educational devel-
opment.  Today, in both countries, there is a
renewed commitment to manpower development
in an effort to move towards a greater volume of
production in the area of high technology.

In both countries, technical and vocational educa-
tion is based on the solid foundation of a relatively
high level of attainment in general education.  In
Korea, the development of primary education
raised the literacy rate from 22 % in 1945 to 90 %
by the early 1960s.  It is estimated that in the mid-
1980s more than 90 % of young people entering
the manufacturing sector had had some form of
secondary education.  In Singapore, the post-inde-
pendence educational policy immediately focused
on providing free and universal primary education
and on expanding access to secondary level.
Today, both countries enjoy a high level of educa-
tional development, as reflected in school enrol-
ment rates (see Table 2).

In Korea, as in Singapore, the evolution of the
educational and training system is closely linked to
manpower planning and technological moderni-
sation.  However, while Korea invested heavily in
the development of technical and vocational edu-
cation, as a sub-sector of its school system, Singa-
pore recently chose to offer, within secondary
schools, a technically oriented course, as part of
general education.  In the meantime, external to
the school system, the Vocational and Industrial
Board, renamed the Institute of Vocational
Education, was restructured in order to focus on
the provision of post-secondary technical and
vocational education for students having

completed a minimum of ten years of general
education.

In Korea, vocational education is offered at the
end of junior high schools.  Vocational high
schools’ curricula provide a combination of
general education and specialisation in a
vocational subject.  The system comprises
different types of schools according to the number
of skills offered.  The vocational sub-sector
includes a significant number of private schools.
The Ministry of Education lays down and controls
standards in both public and private institutions.

School budgetary allocations are made by the
Ministry of Education through local Boards of
Education.  Tuition fees, as well as other contri-
butions made by parents' and teachers' associa-
tions, also partly contribute to the financing
structure.  In response to the Ministry's control
over fees charged, private schools are entitled to
Government subsidies.  In this context, the private
sector is clearly viewed as complementing the
supply of vocational education so that social
demand can be met.  In order to preserve the inter-
est of the lower income groups, targeted financial
assistance is made in the form of scholarships and
fee exemptions.

The Government plans foresee the significant
development of technical education.  Long-term
development aims at achieving, by the year 2000,
a 50/50 enrolment ratio in vocational and general
high schools.

Besides the vocational education stream, Korea
also operates a vocational training system.  Voca-
tional training institutes are said to provide a more
narrowly-based skill training to school leavers.
Korea's effort to implement a manpower develop-
ment framework dates back to 1967 when the
Vocational Training Act was passed.  In addition
to public institutions, the Korean training system
also comprises private vocational training insti-
tutes and in-plant training centres.

The administration of public vocational training
institutions is co-ordinated by the Korea Man-
power Agency (KOMA).  The bulk of the cost of
training in KOMA centres is met by Government.
While large companies invest in well funded train-
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ing centres providing in-plant training, small
enterprises rely on public sector institutions.

The majority of vocational training is provided by
the private sector.  A recent trend has emphasised
this distribution pattern, reflecting the Government
policy to increase private sector responsibility, in
view of fostering a more demand-driven system.

In spite of the size and strength of technical and
vocational education and training, certain critics
question the content of the programmes.  It has
been argued that employers and workers do not
fully recognise the relevance of technical educa-
tion for industrial jobs (You, in Rodgers, 1994).

Apart from meeting the needs of industry, the
massive supply of qualified manpower produced
by Korean vocational education and training
systems may have contributed to maintaining the
salary rate at a moderate level.  The stable supply
of qualified and relatively cheap labour is con-
sidered to be a major factor in the economy's
success (Park, in Rodgers, op. cit.).

In Singapore, under the restructured scheme,
vocational training became the major mode of pre-
employment skill development (Cheung, 1994).
The Institute of Technical Education (ITE),
responsible for the overall training system, is a
tripartite body with a board which includes the
Government, employers and trade unions.
Through its training institutes, the ITE provides
pre-employment training to secondary school
leavers.  On average, admission represents about
25 % of the school cohort.  Besides full-time insti-
tutional training, ITE operates an apprenticeship
scheme which was upgraded and expanded in
1990.

The promotion of continuing education also forms
part of the ITE's missions.  In so doing, it has
implemented various schemes aimed at upgrading
the education and skills of the workforce.  Hence,
in addition to vocational courses, continuing
education and training centres provide part-time
evening and weekend academic classes.  In 1981,
ITE also introduced its "Approved Training
Centres" scheme, whereby industries are encour-
aged to set up their own facilities.

Finally, ITE has also developed a skill-certifica-
tion system to encourage skill formation and to
improve information on the market for skilled
labour.

Within this overall framework, Singapore's voca-
tional education system is mainly financed by the
Government.  The ITE's operating budget repre-
sents approximately 6 % of the total educational
expenditure.

Parallel to the development of a vocational educa-
tion system, mainly school-based in Korea, and
external to the education sector in Singapore, both
countries have set up various incentive or com-
pulsory mechanisms to promote training in
industry.  In the mid-seventies, Korea introduced
compulsory training requirements (Lee, 1985).
Under this scheme, firms with over 300 employees
(later reduced to 150) had to train a certain per-
centage of their workforce, defined for each
industry by the Ministry of Labour.  In 1976, a
training levy was introduced as a penalty for firms
that did not comply with the mandatory training
requirements.  A Vocational Promotion Fund was
set up to manage the resources raised by the levy.
In contrast to the experience of many other
countries, the levy was initially determined annu-
ally on the basis of the estimated training cost in
each industry (25 % of the cost initially, later
increased to 75 %).  The Fund operates under the
sole authority of Government, through the
Ministry of Labour.  Its resources contribute to
public vocational training programmes and to the
development of in-plant training centres.  Levy-
based funds are now focused on upgrading public
training institutions.

In the past, the Korean levy system has not proved
to be particularly effective in promoting in-plant
training.  Although it is said to have contributed,
during the 1970s, to fast industrial development, a
sharp decline in the number of trainees during the
1980s raised Government concern.  This down-
ward trend was largely attributed to the heaviness
of the procedure involved in getting training plans
approved, as well as in the calculation of cost data
required by the initial system.  It is argued that,
while the levy did not make much difference to the
already strong motivation of the large companies
to invest in training, it failed to have an impact
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upon small enterprises.  They end up preferring to
pay the levy and relying on graduates or on
poaching.  In this respect, the levy seems to have
been considered as another tax.  Such results
raised some doubts about the relevance of the
state-led manpower development policy and
instruments.  Under-investment in training by
enterprises is considered to have contributed to
skilled labour shortages in the 1980s.  This
phenomenon may further be aggravated  by the
reluctance of young people to choose industrial
occupations (Baek, in Gasskov, op. cit.).

In spite of the limitations of Government policy,
massive and early investment in human capital
through educational development may have con-
tributed to an acceleration of the economic growth
rate, as announced  in the recent theories of
endogenous growth.

In Singapore, a Skills Development Fund was
established in 1979 to promote in-plant training.
The financial instruments associated with such a
policy include a payroll tax and incentives to
training firms.  The originality of the Singaporean
system lies in the fact that a levy was made only
on the lower waged workers.  Initially, the levy
rate was 2 %.  In 1980, it was increased to 4 %.
Subsequently, a decision was made to restore the
2 % rate (1985), and then to decrease it to 1 %.
Accordingly, in 1986, the definition of low wage
was inflated to reflect changing economic
conditions.

Using the low skilled employees' payroll as a basis
upon which to set the levy originally formed part
of a broader government industrial strategy to
restructure the economy towards a more capital-
intensive production system.

In its effort to support company training, the Fund
provides grants on the basis of approved training
plans.  It also promotes special training pro-
grammes focusing on the upgrading of workers'
skills.

Although the increase in company-based training
programmes has been significant, the Fund experi-
ences difficulties in transforming employers' atti-
tudes towards training.  Small enterprises and low
skilled workers still constitute largely unreached

targets.  The bureaucratic procedure which is
required for grant applications is considered to be
one of the obstacles to a more equitable expansion
of grants awarded.

In the meantime, requests are being made to
introduce levy exemptions for some categories of
firms.  These issues may lead to a further refining
of the financial scheme supporting industrial
training.

Meanwhile, Singapore provides an interesting
experience in the linking of educational and man-
power development policies.  The 1992 reform, by
delaying vocational education so that it followed
on after a minimum of ten years of general educa-
tion, reflected an effort to produce easily retrain-
able graduates, with a wider educational back-
ground.  The choice of an out-of-school tripartite
institutional framework also indicated a search for
more flexibility and partnership.  This overall
policy and organisational shift corresponds to an
effort to move towards a more capital and tech-
nology-intensive production.

Training in the transformation of a plantation
economy:  Mauritius
In the 1960s, Mauritius was the archetype of a
small island plantation economy, dominated by the
sugar industry.  Twenty years later, as a result of
export-oriented manufacturing together with
tourism, a major structural transformation of the
economy had been achieved, leading to full em-
ployment.  Inspired as it was by high performing
Asian economies, the island's industrialisation
strategy was based on macro-economic stability,
the dynamism of the business community, low
salaries,  and on a literate and increasingly skilled
labour force.

Rapid modernisation, however, has led to pressure
on wages and labour shortages, while changing
international conditions have threatened the tradi-
tional export market.  The emerging context has
required increased competitiveness and a sustained
investment in human resources development.
Education and training are the key elements in the
government's strategy to catch up with the best
practice in international technology.  In order to
guide educational development up to the year
2000, the Ministry of Education has prepared, in
close consultation with all domestic sectors and
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the international community, an Education Sector
Master Plan.

In spite of a relatively rapid educational progress
since independence, as reflected in universal
primary education, the educational profile of the
labour force still requires upgrading.  For instance,
it is estimated that only about half the workforce
has attained secondary level, as compared to
approximately 70 % and 90 % respectively in
Singapore and Korea.

Limited access to secondary education - of an
unsatisfactory quality - its low level of efficiency,
together with an excessive emphasis on exami-
nations, are some of the issues faced by the
Mauritius education system.  Indeed, it is felt that
many vocational programme applicants are  inade-
quately prepared academically.

As in Singapore, the development of vocational
education and training is mainly the responsibility
of a specific institution, external to the school
system.  The Industrial and Vocational Training
Board (IVTB) was set up in 1988 as a bipartite
parastatal body, associating both public and
private sectors.  The IVTB is responsible for pro-
moting, co-ordinating, financing and providing
training to school leavers, as well as to the existing
workforce (Munbodh, 1995).

Until 1991, the IVTB was under the direct
responsibility of the Prime Minister.  It now oper-
ates under the responsibility of the Ministry of
Manpower Resources and Vocational and Tech-
nical Training.  Applying the principle of partner-
ship, the IVTB governing council provides a
balance between the private and public sector.
However, the act regulating the institution pro-
vides that the Chairman of the council shall be
appointed by the Prime Minister, while the Vice-
Chairman is designated in consultation with the
Mauritius Employers' Federation.  Concern has
sometimes been voiced about the non-represen-
tation of labour interests.  It seems that the
possible evolution of the governing structure
remains subject to an improved working agree-
ment between the different parties and would
require an assessment of the potential contribution
of workers' representatives.

The IVTB operates training centres focusing on
areas considered as inadequately  covered by
enterprises or private institutions.  A major target
group for long-term programmes are school
leavers with a minimum of 2 years of secondary
education and who are at least 15 years-old.

In recent years, the IVTB has started to provide
pre-training programmes for pupils having com-
pleted primary education.  This scheme was imple-
mented as a partial response to a growing demand
for an alternative to scarce secondary education
places.  Providing this type of remedial education
also reflected the IVTB's concern for the inade-
quate academic preparation of applicants due to
the unsatisfactory quality of basic education.
However, the IVTB's pre-vocational training
centres were conceived as part of a transitional
policy.  The implementation of the Education
Master Plan makes provision for a gradual transfer
of this responsibility back to the Ministry of
Education, within the framework of the newly
established basic secondary schools.

The IVTB also operates a still modest apprentice-
ship system, inspired by the German dual model.
The apprentices spend about one and a half days
per week in a training centre, the rest of the time
being devoted to on-the-job training supervised by
the enterprise.

Besides initial training, short-term courses are
being organised for employed workers.  Most of
them are attended by enterprise-sponsored
trainees.

Contributing to more transparency of the labour
market through the greater availability of relevant
information, and the establishing of a market for
training, form part of the IVTB's responsibilities.
It is with this in mind that the Board is developing
a National Trade Certification System leading to
the official recognition of the various levels and
types of skills.  In addition, the accreditation of
private training centres and trainers contributes
towards monitoring the quality of private training
and to improving information on the supply side.
As a part of this accreditation policy, the IVTB
publishes a directory of registered training insti-
tutions and trainers.
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Together with the establishment of a training
Board, Mauritius has revised the financing of
training.  The current mechanism combines a pay-
roll tax together with incentive schemes.

The training levy was defined as a 1 % tax on the
basic salary of all employees, excluding household
workers, to be paid by all employers into a Fund
managed by the IVTB.  The tax is collected by the
National Pension Fund.

The levy contributes towards covering 50 % of the
IVTB's recurrent expenditures and 15 % of its
capital investment, the balance being provided by
Government.

In order to promote in-plant training, the legis-
lation makes provision for a mixed system, com-
bining a training grant and a tax rebate.  Subject to
prior approval of training plans, employers are
entitled to a grant as well as to a rebate on taxable
profit, which is equivalent to twice the investment
made in training.  According to this system, the
employers can recuperate up to 75 % of the total
training cost.  The difference is absorbed by the
State (through the tax rebate) and by the IVTB,
through reimbursement.  As the corporate tax is
regulated by a multiple rate regime, the determi-
nation of grant allocations varies.

Altogether the IVTB income originates in five
major sources:  the training levy, Government
subsidies, loans and grants, interest on financial
reserves, and fees.  In addition, the IVTB training
centres are required to generate part of their re-
current expenditures through fees and sales of
products or services.  The implementation of this
cost-recovery policy gave contrasting results.
Hence, it is estimated that in 1994, institutions
earned between 6 to 30 % of their recurrent
expenditures.

Over the years, the surplus of income over
expenditure has generated important reserves.
Such accumulated resources constitute a security
for the Board in case of a possible reduction in
government support or to enable it to maintain and
update training facilities.  This financial pattern is
mainly due to the slow expansion of the grant
scheme, many employers not having immediately
taken advantage of the incentive provided by the

reimbursement scheme.  It is expected, assuming a
more positive attitude on the part of the employers
towards training, that the future development of
the system will introduce a shift from the revenue-
raising component to the grant incentive.  This
trend would eventually lead to a decline in finan-
cial surpluses.

As the IVTB is still in a preliminary phase of its
development, it is too early to assess its impact.
Introducing the levy and combining this resource
with Government money has obviously constituted
a sound financial base upon which to establish and
expand the training system.  At the same time, the
increase in grant applications reflects the growing
interest of companies in training.  However, as has
been observed in other similar systems, the
processing of grant applications represents a sub-
stantial amount of work, sometimes leading to
detrimental delays.

In the years to come, it is likely that the continua-
tion of the trend observed for the grant incentive
will require a review of the existing financing
formula.  In any case, such a revision will soon be
necessary as it is intended that the present three-
rate corporate tax structure be replaced by a single-
rate regime.

As the employers have indicated their reluctance
to an increase in the tax rate, one of the avenues
towards broadening the income-base might lie in
the diversification of resources.  In particular, the
IVTB could be led to expand, on a cost-recovery
basis, the range of services it provides to enter-
prises.

One of the issues regarding the future develop-
ment of the IVTB's activities and funding concerns
Government plans to further develop technical
education.  In 1990, a specific body, the Manage-
ment Trust Fund, was established to promote
technical education.  Management of the institu-
tion is ensured by a board of trustees consisting of
representatives from public and private sectors, the
Chairman being appointed by the Minister of
Education.  Financing of the Fund is also ensured
by the Ministry of Education.

The Fund, which was mainly responsible for the
sole "lycée polytechnique", will be in charge of
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two new technical (polytechnic) institutions,
designed to develop the education of technicians.
Although polytechnic education, inspired by the
Singaporean model, is meant to be vocational, its
future development will require careful monitor-
ing.  In particular, its capacity to address the
economy's requirements for technicians, as
opposed to becoming a stepping stone to an
engineering degree, remains to be seen.

Finally, in order to obtain an adequate return on
the overall vocational education and training
investment, a strengthening of the linkages
between the IVTB and the Management Trust
Fund will be necessary.  Furthermore, progress in
training needs to be accompanied by a significant
improvement in the internal efficiency and quality
of basic education.  This surely represents a crucial
prerequisite in order to succeed in the establish-
ment of the standards required by a high perform-
ing economy.

3.3 An African experience:  Côte d'Ivoire

False hopes
Côte d'Ivoire is one of various middle-income
countries in West Africa.  It is viewed as a partner
of major importance in the sub-region, due to its
economic weight.  During the two decades follow-
ing independence, its economy enjoyed a relatively
rapid growth.  As from the 1970s, however,
adverse international conditions in the price of
export commodities, especially coffee and cocoa,
affected the country's development.  By the early
1980s, the debt level led to a series of structural
adjustment programmes.  The fall in real GDP
reflected a clear economic decline.  This reversal
in trend meant a significant contraction in govern-
ment revenues and, consequently, in expenditures.
Following the 1994 devaluation of the CFA franc,
the economy seems to have shown some signs of
recovery, needing further consolidation.  In the
meantime, the effects of the long-term deteriora-
tion of the macro-economic situation are being felt
in all social sectors, including education.

Education:  A national priority
In Côte d'Ivoire, relatively high priority has always
been given to education.  In spite of the economic
and financial difficulties experienced by the
economy, education still represents a significant
share of government expenditures and of the GDP

(see Table 2).  Sustained educational effort has
contributed, during the two decades of economic
expansion,  to an increase in enrolment rates at all
levels.  Over the following period, the crisis
marked a set back for most educational indicators.
Apart from the economic environment, the rapid
demographic growth constitutes a serious chal-
lenge for the education sector, as reflected in a still
high level of illiteracy (see Table 1).

Technical and vocational education and training
are an important part of educational and employ-
ment policies, set against a background of declin-
ing  labour demand, including for graduates.  In
Côte d'Ivoire, the technical education sub-sector
was established prior to independence.  It has
since experienced a number of structural reforms.
The apprenticeship tax was introduced as early as
1959.

One of the problems of technical education has
been its inability to adjust to a changing labour
market.  Employment in the rural and urban infor-
mal sector has gradually become a key variable in
determining the absorption of school leavers,
including technical education graduates.  As a
result of compressed government spending, addi-
tional difficulties were experienced in trying to
maintain teaching quality and equipment.

Innovations in the financing of training
Apart from technical education, the introduction,
in 1977, of a payroll tax provided the financial
resources and incentives necessary to boost in-
service training in the private sector.  The system
developed at that time by Côte d'Ivoire constituted
a real innovation in the region (Kone, in
Atchoarena;  Caillods, op. cit.)

The law on the financing of continuing education
provides that all enterprises in the industrial, agri-
cultural and commercial sectors, subject to the
corporate tax, shall pay a training levy equivalent
to 1.5 % of their payroll.  In practice, a tax rebate
reduces the rate to 1.2 %.

The payroll tax was introduced in a relatively
favourable economic context, before the effects of
the international crisis were felt.  Therefore,
employers did not object to what they first con-
sidered as additional taxation, without close link-
age to training issues.  However, consultations and
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studies related to the introduction of the new tax
were initiated as from 1974, leading to a wide
consensus in 1977.

In accordance with the law, enterprises had to pay
half of the compulsory contribution into an
account named the 'National Intervention Fund for
Vocational Training', managed by the Office
National de Formation Professionnelle (ONFP).
The ONFP was established in 1966 to supervise
public vocational training centres, co-ordinate
their activities, as well as to manage the resources
of the apprenticeship tax.

The other half could be retained by employers, if
they financed their own training programmes.
This arrangement was meant to provide an
incentive for the development of company-based
training.  However, it was not enforced and so the
employers had to pay the entire tax.

The Fund, later renamed the 'National Fund for
Regulation' (FNR), was established as a tripartite
body, under the dual authority of the Ministries in
charge of technical education and of finance
(Achio, 1993).  Members of the FNR board were
nominated by their respective constituency and
selected by the responsible ministerial authorities,
chairmanship being given to an employer's repre-
sentative.

Up to 1987, the executive arm of the FNR was the
ONFP.  This institutional framework lacked trans-
parency in its allocation of funds, the ONFP being
in charge of both the apprenticeship tax and the
payroll levy for continuing education.  It was
therefore decided to give the Fund full autonomy,
and to provide it with its own administrative and
operational structure regulated by private law.
The employer's chairmanship and the adoption of
private sector rules and status for accounting pro-
cedures and staff management were supposed to
ensure the full flexibility of the Fund according to
labour market conditions.

The Tax Department of the Ministry of Finance
plays a central role in the organisation of the
system.  It collects the tax together with other
levies and transfers these sums into an account
opened in the name of the Fund.

The allocation of Funds made provision for a
mixed system.  Firstly, each enterprise acquired a
drawing right equivalent to half its compulsory
contribution in order to finance its training plan.
Secondly, the other half was kept by the Fund in
order to constitute accumulated resources (mutual
funds) used to finance special programmes aimed
at supporting specific sectors or categories of
workers considered as a priority.  Accumulated
resources were instrumental in supporting the
policy of the Fund to promote training.  To this
aim, the FNR regulations also introduced a savings
principle, defining a minimum accumulated con-
tribution (originally equivalent to 12 months)
before an enterprise could claim reimbursement.

Success or failure?
The establishment of the FNR, in 1987, led to an
increase in the number of people trained.  This
trend was sustained until 1989-90, the beginning
of a liquidity crisis, indirectly linked to the finan-
cial problems of the State in a period of structural
adjustment.  The continued fall in resources
recorded for the 1988-91 period ) reflects the
economic difficulties and the contraction of
employment in the modern sector.

It is estimated that between 1985-86 and 1988-89
the share of the workforce having benefited from
training increased approximately from 5 % to
14 %.  Such an evolution  represents a significant
progress.

Collected data (Atchoarena; Caillods, op. cit.) also
reflect, up to 1987-88, the development of pro-
grammes initiated by the Fund using the accumu-
lated resources (mutual funds).  Most of them
were allocated to priority sectors, such as agro-
industry, mechanical engineering, electricity and
transportation.

Finally, the FNR contributed to establishing a
market for training through accreditation proce-
dures for private training institutions.  Globally,
about 37 % of levy-based resources were allocated
to private training institutions and 34 % to
company training centres, as compared to only
approximately 10 % to public institutions, the
balance having benefited foreign training insti-
tutions.  In 1988, the establishment of an associa-
tion of private training institutions (Syndicat
National des Opérateurs de Formation Continue)
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contributed to initiating a self-regulated control of
the sector and to facilitating dialogue with the
Fund.

In spite of these achievements, the system did not
prove to be sustainable.  As from 1989, the finan-
cial difficulties experienced by the State did not
allow the Ministry of Finance to transfer to the
FNR the revenue raised by the levy.  As a result,
the Fund was unable to meet its reimbursement
commitments to enterprises.  This crisis led to the
gradual bankruptcy of the system.  The FNR was
eventually liquidated in 1992.

The apprenticeship tax
The apprenticeship tax, established in 1959, was
revised in 1966 and, three years later, its rate
increased from 0.3 % to 0.5 % of the sector's pay-
roll, including the public civil service.  In practice,
a tax rebate reduced the rate to 0.4 %.  The objec-
tives of the tax, which went unmentioned in the
initial law, were clarified by the 1966 reform.  It
stipulated that the ONFP should reimburse part of
the revenue raised by the tax  to enterprises
supporting initial training programmes.

Although precise data are lacking, it is estimated
that only a marginal share of the resources
collected contributed to the apprenticeship system
or to other forms of initial training.  The tax-based
income was mainly used to cover the recurrent
expenditures of the ONFP.  Overturned by its own
bureaucratic practices, it  was also eventually
liquidated in 1992.

Restoring the system:  The 1992 reform
In 1992, the Government decided to reform the
entire institutional framework for labour market
and training policies.  It established a new Fund,
named 'Fund for the Development of Vocational
Training' (FDFP), for the financing of training
(Niango, in Atchoarena; Caillods, op. cit.).  The
new institution is in charge of the promotion and
financing of continuing education and apprentice-
ship, replacing the FNR and the ONFP.

The major change in the new system concerns the
financial circuit and the role of the Treasury.  The
collection is still performed by the income tax
department but the revenue is no longer trans-
ferred to a special Treasury account.  Resources

are now directly allocated to an account at the
disposal of the FDFP.

Another important transformation is the transfer of
both the continuing education levy and the
apprenticeship tax to the same Fund, now oper-
ating under the sole authority of the Ministry of
Finance.  However, the concern for transparency
has led to the management of the resources under
two separate accounts.

The closer monitoring of the system by the
Ministry of Finance is also reflected in the reform
of the governing body of the FDFP.  Hence,
although the tripartite principle is maintained,
chairmanship is now ensured by the Minister or
his representative, and no longer by the employers.
In addition, the new Fund operates under public
sector regulations.

The reform also concerned the modalities under
which enterprises must pay the tax for continuing
education.  They now have the possibility of
retaining 50 % of the tax, corresponding to 0.6 %
of their payroll, to finance their own training pro-
grammes.  These plans are being subject to FDFP
approval.  Although this arrangement certainly
meets the demand of one section of the employers,
it limits the possibilities of redistribution among
enterprises to the detriment of the smaller ones.

Beyond the technical aspects linked to the finan-
cial circuit, the Côte d'Ivoire experience shows the
difficulty of  maintaining a financing mechanism
based on a payroll tax in a period of a decline of
the modern sector.  It also raises the issue of con-
flicting State priorities in a context of structural
adjustment.  To what extent training should then
be protected remains debatable.

Recent developments will also illustrate the ability
of a Training Fund, by nature designed to serve the
needs of the modern sector, to address the training
and development requirements of other segments
of the labour market.  Indeed, in 1994, a loan
agreement was signed with the World Bank to
implement a project aimed at non-conventional
targets.  The management of this programme will
undoubtedly require making innovative adjust-
ments in the operational procedures of the Fund.
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Population
(1993)

GDP
per capita

(1993)
(US$)

GDP per capita,
average annual

growth rate
(1980-1993)

Adult literacy rate
(1992)

Brazil 156,578,000 2,930 0.3 % 81.9 %
Korea 44,508,000 7,660 8.2 % 97.4 %
Singapore 2,798,000 12,310

(1990)
5.7 %

(1980-90)
89.9 %

Mauritius 1,109,000 3,030 5.5 % 81.1 %
Côte d'Ivoire 13,397,000 630 -4.6 % 36.6 %

Table 1:  Socio-economic indicators
Sources:  World Development Report 1995; World Bank; Human Development Report 1995, UNDP

1st level
net enrol-
ment ratio

(1991)

2nd level
net enrol-
ment ratio

(1991)

Share of education in total
government expenditure

Expenditure
as % of GNP

Brazil 86 % 16 % - 4.6 %
(1989)

Korea 100 %
(1993)

88 %
(1993)

14.8 %
(1992)

4.4 %
(1992)

Singapore 107 %
(gross)

69 %
(gross)

- 3.4 %
(1988)

Mauritius 89 % 54 %
(gross)

11.8 %
(1990)

3.7 %
(1990)

Côte d'Ivoire 52 % 24 %
(gross)

- -

Table 2:  Educational indicators
Source:  Statistical Yearbook 1994, UNESCO

4 Conclusions and further thoughts

4.1 The rationale in brief
It is widely felt that investing in technical and
vocational education and training contributes to
economic growth, as reflected in the above
country examples.  In particular, this form of
human capital formation supposedly facilitates
technological change and international competi-
tiveness.

At the same time, and in spite of the absence of
clear statistical evidence, there is a feeling that
societies underinvest in training.  This attitude is
suspected to be widespread in industry, where
individual enterprises often tend to prefer
poaching skilled workers.

Such so-called "market failures" require public
intervention, although there is strong international
support in favour of the allocation of resources
through market forces (World Bank, 1991).  The
issue then becomes to determine how governments
can best design financing policies in order to
improve the efficiency and effectiveness of tech-
nical education and training.  Specific aspects con-
cern the possibility of defining appropriate cost-
sharing arrangements and ways of conceiving
effective incentive structures.

4.2 Major trends
In spite of their wide economic, social and cultural
differences, the countries selected here illustrate
some of the major trends affecting the financing of
technical and vocational education and training
systems worldwide.  Based on the material pre-
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viously reviewed, at least four of the above can be
identified:

a) Financial diversification
This trend is observed in most countries, reflecting
either an effort to shift financing towards a more
market-driven pattern or to change workers' and
employers' attitude, as reflected in the case studies.
This strategy also frequently corresponds to a
forced adjustment to shrinking public budgets
(Brazil).  The introduction of fees and the use of
general or earmarked taxation represent various
possible market, state or collaborative instruments
to diversify resources.  The examples show that
there is no pure model, and that financing systems
fluctuate from state to market regulation over a
period of time within a specific country.  The need
and/or the wish to diversify finances forms one of
the main reasons for such fluctuations.

Foreign aid, through grants and loans, also con-
stitutes, in many countries, like in the Côte d'Ivoire
and Mauritius, a significant element in the initial
support of the gradual restructuring of national
financing systems.

b) The establishment of training Funds
The performance of Korea and Singapore in regu-
lating labour markets cannot be attributed to effi-
cient market mechanisms.  In trying to understand
these successes, increasing interest is being paid to
the role played by specific social institutions.
Among these, Training Funds and Boards deserve
special attention, especially when assuming that
skill development is a precondition for sustained
growth.

In most selected examples, the financing system
relies on a Fund, sometimes incorporated within a
broader Board, which plays a central role in the
allocation of resources, partly raised by a payroll
tax.  This institutional arrangement is currently in
place, or being considered, in many developing
countries.  The case studies indicate that such an
institution can constitute a useful interface
between the different enterprises and the training
system.  It also plays a key role in correcting
market imbalances in training access.

It is possible to identify three functions performed
by Training Funds:  banking, mutual funding and
insurance.  As in a bank, enterprises can withdraw

from their account funds required to cover their
training expenditures:  this constitutes the basic
function of Training Funds.  The redistributive
function, present in many systems, made possible
by the constitution of mutual funds, contributes
towards tackling the needs of disadvantaged
workers, enterprises or regions (Brazil, Côte
d'Ivoire, Singapore).  Finally, enterprises facing
sudden technological change may be able to
benefit from the Funds' accumulated savings to
finance emergency training programmes.  To this
extent, the payroll tax can represent a form of
mandatory savings account, which can offer addi-
tional protection to enterprises requiring greater
training-related financial support at certain stages
of their development.

Over and above administrative and financial
aspects, the shaping of National Training Funds is
the result of a complex mixture of economic,
social and political forces.  Such diversity is fully
reflected in the institutions set up in Brazil, Korea,
Singapore, Mauritius and Côte d'Ivoire.  A major
difference can be distinguished between institu-
tions of a purely financial nature (FDFP) and those
also involved in training provision (SENAI, ITE,
IVTB).  Another distinction can be made between
mandatory but privately managed Funds (Brazil)
and publicly managed earmarked tax funded
bodies (Korea, Singapore, Mauritius, Côte
d'Ivoire).  However, while the precise nature of
these institutions varies, they perform everywhere
a decisive role in allocating resources for training.
The extent to which Funds contribute to the effec-
tiveness and efficiency of training provision
remains, however, to be seen.

c) The diversification of services provided by the
training funds
As indicated in the examples of SENAI, ITE,
IVTB or FDFP, financing, and sometimes training
delivery, only represent part of the Funds' activi-
ties.  Increasingly, they perform other services,
such as labour market analysis, the certification of
skills, accreditation of private training institutions
or providing advisory services to enterprises.

Developing a formal system for the recognition
and certification of skills contributes to the greater
availability of relevant information concerning the
labour market.  Similarly, supporting and monitor-
ing the establishment of a market for training



ATCHOARENA:  Financing Vocational Education:  Concepts, Examples and Tendencies Page 45

introduce a demand-driven mechanism for training
provision.

Some of these functions are implemented on a
cost-recovery basis and have thus contributed to
broadening the financial resources of training
institutions.  Furthermore, it is often argued that
cost-sharing arrangements increase the flexibility
and responsiveness of the training system by
building closer relationships between institutions
and enterprises.

d) The emergence of the concept of partnership
Getting together all the institutions involved in the
decisions that affect them is increasingly consid-
ered an efficient approach towards improving the
functioning of training systems.  Participation of
stakeholders means giving them the institutional
capacity to influence policy making and manage-
ment as well as to control activities and resources.

Reforming the financing mechanisms must be seen
against the broader context of redefining the
responsibilities of the main economic agents vis-à-
vis technical and vocational education and training
systems.  Over and above the financial partici-
pation of employers by way of the payroll tax and
fiscal incentives, public policies also reflect an
effort to modify the role of the state in training and
to achieve a new social contract between the
different partners involved.  In this respect, Train-
ing Funds or Boards represent an important locus
in forging an agreement between the State,
employers and individuals regarding policy issues
as well as their respective role in training.  Com-
plementary trends concern the participation of
local governments and NGOs, especially in the
context of decentralisation and territorial devel-
opment policies.

Finally, the challenge of partnership is to ensure
that the main actors involved in the productive
sector are committed to the principle of investing
in human capital formation, and acknowledge its
importance for development.

However, partnership does present some costs and
risks.  Participation and dialogue involve time.  In
practice, partnership often slows down the
decision-making process.  A kind of trade-off
occurs between the adoption of a participatory
approach and being able to make fast decisions.

Short-term management objectives may favour the
handiness of the system, while a sustainable
training strategy would require the sharing of
control.

Increasing the number of actors involved is also
subject to cultural and political limitations.  In
some cases, labour representatives may be per-
ceived as threats.  Therefore, although often
praised, increased partnership still encounters
much resistance.

4.3 Variables affecting funding scheme
options

National training systems and their financing are
the product of specific historical developments.
Therefore, the appropriate mixture of instruments
will not be the same at all times and all places.  It
depends on many factors, including a country's
administrative culture and current circumstances.
Among more specific variables affecting the
funding formula, the following six deserve par-
ticular attention:

a) The structure and the size of the economy
The level of economic development constitutes a
major constraint for the financing system.  In par-
ticular, the extent to which the State can share the
cost of training with other partners is directly
linked to the structure of the economy.  If the pos-
sibilities of introducing and operating a payroll tax
funded system are high in middle-income and
high-income countries, it may be more problem-
atic in a low-income economy.  Below a certain
scale the benefits of the levy-based system are
necessarily limited due to the impossibility of
initiating an accumulation process.

In this respect, it must be underlined that the pay-
roll-tax system is tailored to address the needs of a
modern economy.  Its capacity to consolidate skills
in the informal sector is minimal.

b) The economic policy
The role of the State in the economy has an influ-
ence on financing policies.  Financial diversifica-
tion corresponds to an era dominated by a global
shift to a market economy.  In many countries,
such a predominant strategy also forms part of a
broader response to an unprecedented fiscal crisis.
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However, under certain circumstances, financing
strategies for training may contradict economic
policies.  It is notably the case in the use of payroll
taxes in a context of fiscal austerity.  Indeed, taxa-
tion becomes a sensitive issue in a process of eco-
nomic liberalisation, when resource allocation is
increasingly meant to be driven by market signals.
Facing the pressure for more fiscal orthodoxy, the
use of payroll tax, as compared to general taxation,
can appear questionable.

c) The maturity of social partners vis-à-vis
training
The performance of a given financing system will
very much depend on the attitude of individuals
and employers regarding training.  For instance,
the case of Korea illustrates the difficulty faced by
an incentive structure when individual employers
are not always convinced of the need to invest in
training and sometimes prefer poaching skilled
workers (You, in Rodgers, op. cit.).  Similarly,
providing incentives to individuals also necessi-
tates access to relevant information on training
options, costs and returns.
Therefore, the reform of the financing system
requires, as much as possible, a wide consensus
between all of the partners involved:  government,
employers, workers, students, parents, public
training institutions and the public at large.

The introduction of a payroll levy may be viewed
by employers as just another tax.  Making them
aware of the associated incentives and of the
potential impact of training on labour productivity
may call for intensive and long periods of consul-
tation.  In Côte d'Ivoire, the preparatory work was
initiated three years before the actual introduction
of the payroll tax.

Introducing fees often requires similar preparatory
work in order to convince individuals, and some-
times heads of institutions, that cost-sharing is
necessary and, under certain conditions, equitable.

Incentive structures for investing in training are
based upon the assumption that the willingness
and strategy of firms and individuals depend
largely on the cost factor.  This statement may be
challenged.  When making investment decisions in
training, enterprises may take into account a
number of elements, including the business cycle,
technological change and also industrial relations.

Nevertheless, reforming the financing system
certainly constitutes a way of changing the attitude
of the various actors.  In many countries (Côte
d'Ivoire, Mauritius, Singapore), medium- or long-
term perspectives reflect a clear evolution of
investment strategies in training, much of it
probably resulting from the implementation of
financial instruments.  Reforming the financing
principles can therefore also be part of a proactive
long-term government strategy.

d) The state of relationships between the
partners involved
Highly conflicting situations are hardly conducive
to positive dialogue.  They are more likely to lead
to hostile confrontation.  It is obviously difficult to
manage a training system under such conditions.
A pragmatic approach to this problem might mean
the exclusion of certain parties from the governing
body of the Funds (Brazil, Korea, Mauritius).

It could also be argued that the full participation of
the social partners in labour institutions, including
Training Funds, can contribute to the collective
organisation of the various parties and later facili-
tate training-policy dialogue with government.
Current developments taking place in some
African countries (Bénin, Mali) seem to follow
this rationale.  Their full effect remains to be seen.

e) Institutional capacity to enforce, manage and
control the system
In order to be effective, financial diversification
policies must benefit from a strong institutional
framework.  This is especially the case for payroll
tax that requires a reliable administrative
machinery to ensure that tax recovery is effective.
Payroll taxes are usually collected by the Income
Tax Department of the Ministry of Finance,
together with other company taxes, or by the
national insurance scheme, which already raises
social contributions.  In both cases, a sound insti-
tutional capacity to collect an additional tax is
required.

The performance of a Training Fund depends in
part on its administrative cost.  The selected expe-
riences indicate that the operation of a tax rebate
or reimbursement schemes requires extensive
processing for grant or exemption applications.
Often, malfunctioning bureaucracy leads to
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delayed payment and to a loss of confidence in the
system (Côte d'Ivoire).

Regulating the training market by issuing accredi-
tation to private institutions (Côte d'Ivoire, Mauri-
tius) also implies some sort of bureaucracy.
Government control of standards and outcomes is
required to ensure that public funds are used in
conformity with their initial objective.

In reality, the true administrative cost is practically
never measured.  Hence, costs incurred by collect-
ing taxes are not accounted for, the job being done
by the Ministry of Finance or the national insur-
ance or pension scheme.

Depending on the magnitude of economies of
scale, the average cost would be relatively lower
for large systems, given the number of contribut-
ing enterprises.  In small, low-income countries,
lacking strong taxing and regulatory capabilities, a
simple financing system would minimise collec-

tion, record-keeping, pay-out and other adminis-
trative costs.

Although it would be harmful to establish a link
between legal status and administrative efficiency,
experience has shown that, in certain environ-
ments, publicly managed Funds run a higher risk
of encouraging wasteful spending (e.g. ONFP,
Côte d'Ivoire).

f) The objectives of the financing system
The objective can be either to raise funds for
training or to change attitudes.  In some cases,
objectives go beyond the training issue to affect
further dimensions, such as the choice of tech-
nology (Singapore).

A distinction can be made between the systems
based upon compulsory requirements and those
using incentive instruments.  The review of objec-
tives and instruments provides an interesting
feature of national financing systems:

Objective

Instrument

Promote company-based
training

Build-up a
training system

Influence
enterprises'
labour policies

Regulate the
training market

Compulsory
requirements

• Republic of Korea • Brazil
• Singapore
• Mauritius

• -
• Mauritius
• Côte d'Ivoire

Incentives • Brazil
• Mauritius
• Côte d'Ivoire

• -
• Singapore • Mauritius

• Côte d'Ivoire

Major features of selected financing system

Incentive structures are based on a tax rebate
(Brazil, Mauritius) or a training grant (Mauritius,
Côte d'Ivoire).  Compulsory instruments usually
take the form of a payroll tax; less frequent is the
enforcement of a quota for training (Korea).

Government resources are usually used to finance
a public system for technical education or voca-
tional initial and continuing training (Korea,
Singapore, Mauritius, Côte d'Ivoire).  They are
also used to support programmes designed for dis-
advantaged groups (Brazil, Côte d'Ivoire).

Over and above these specific objectives, training
systems, and their financing, can be considered
within a macro-economic and educational per-
spective.  For instance, financing training can be
part of a public policy aimed at reducing investors'
risks.  It is notably the case in export-oriented

countries operating with a long-term vision, such
as Singapore or Mauritius.  In such cases, training
serves broader industrial policy goals involving,
besides incentive instruments, substantial State
financing to develop certain skills and establish
powerful publicly financed training institutions.

In another context, heavy investments in training
can be viewed as an effort to compensate for the
low quality of basic education (Brazil).

4.4 Issues for debate

How to prevent the diversion of resources?
Training Funds, especially when they enjoy sub-
stantial financial surpluses (Côte d'Ivoire, Mauri-
tius, Singapore), constitute a hidden and exclusive
source of income.  As such, they represent a
tempting prey for a government budget under
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pressure, especially when they are publicly
managed.  Past experience in Côte d'Ivoire
provides clear evidence of that risk.  A relevant
response might be to enforce by law the Fund's
autonomy and thus reduce the control of the
government's Income Tax Department over the
resources collected.  However, it is difficult to
fully prevent such a crisis, especially when the
government is faced with growing budgetary con-
straints.

Part of the problem lies in the dualistic nature of
payroll taxes.  Their fiscal origin justifies con-
sidering them as public money.  Yet, their ear-
marked destination and the fact that they are being
paid and partly managed by employers tend to lead
to their assimilation as private funds.

As the concept of earmarked taxation is alien to
orthodox fiscal doctrine and often contradictory to
fundamental public finance principles, it is diffi-
cult to establish legitimately a complete separation
between payroll-generated income and the State
budget.  In many African countries, this partly
explains why the apprenticeship tax is, in fact,
never used to finance training but allocated to
other, less clearly defined purposes.

Training versus employment?
Although macro-economic empirical evidence is
still lacking for training levies, common sense tells
us that high payroll taxes mean fewer jobs.  In
some countries, like Brazil, taxes for pensions are
already over 25 % of gross wages.  Adding addi-
tional taxation to this already massive burden
cannot be considered as an incentive for creating
employment.  This problem is found in industrial
and developing countries alike.

Furthermore, it is argued that the growth of the
informal sector labour force is partly due to
excessive payroll taxes.  Hence, evasion not only
undermines the sustainability of the financing
system but also affects the structure and competi-
tiveness of the economy, labour productivity being
usually lower in the informal sector.

Does financing training help the poor?
Heavy investments in technical and vocational
education and training often correspond to a policy
for democratising education and broadening
training opportunities.  In addition to expanding

secondary education by developing vocational
tracks, or providing alternative, non-formal forms
of education, this policy has also led to compen-
satory government programmes.  These schemes,
sometimes supported by industry, are aimed at
disadvantaged groups in the labour markets.  Early
school dropouts, minorities, and informal sector
workers, often form part of these targeted popu-
lations.  Such training schemes also constitute an
important component of poverty-alleviation
policies or "active" labour-market programmes.

The rationale inspiring these policies seems sound
against a background of high structural unemploy-
ment:  providing the jobless with the skills
required by the economy should improve the
labour market situation.  Similarly, if one accepts
that wages are linked to labour productivity, to
train people for qualified jobs should contribute to
reducing poverty.

In reality, the results of these policies are mixed,
and often disappointing, especially in periods of
high unemployment.  Can, and should, govern-
ments really finance training on a large scale in
order to address efficiently the issues of un-
employment and poverty? In spite of the fact that
there is little empirical evidence to support such
intervention, such questions remain open.  Some
argue that, taking into account the high cost of
training, social objectives and equity would be
better addressed by improving the overall educa-
tional level of the population through increased
investment in basic and general education
(Carnoy, 1994).  Improving the "trainability" of
people through higher quality education would
eventually diminish training costs, especially as
the science and technology content of general
education is on the increase (Caillods;
Göttelmann-Duret; Lewin; forthcoming).

Financing training revisited:  is the classical
cost-sharing pattern still valid?
It seemed fair to consider that enterprises should
contribute towards the direct financing of work-
related education and training.  This basic demar-
cation between general education, on one side, and
technical and vocational education and training, on
the other, has long served, with some variations, as
the guiding mark in defining financing responsi-
bilities and mechanisms.
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While general education increasingly includes
technological contents, the requirement of voca-
tional skills tends to become less applicable to
specific, narrowly defined, occupations.  The use
of similar technologies across a variety of sectors
constitutes a major factor explaining this shift
away from job-specific abilities.  In addition, the
progressive transformation of work organisation,
relying less on the principles of Taylorism than it
used to, increasingly involves workers in process
improvement and quality control.  Although this
trend may be mainly affecting capital and knowl-

edge-intensive industries, it already has a strong
impact on the way skill formation and industrial
learning are being addressed, and financed.

In the long run, the continuation of this tendency,
and its dissemination to an increasing number of
countries, as a result of intense international
competition, may require reconsidering the
concept of technical and vocational education and,
therefore, reassessing the premises underlying the
classical financing paradigm.
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Table:  Public Expenditure on Education
Source:  UNESCO, Statistical Yearbook 1995, tables 4.1 and 4.3

Educational
expenditure

Total Voca-
tional

Country Year

Africa

Botswana6 1991 8.2 18.7 5.5

1992 7.5 14.8 ...

Cameroon7 1990 3.4 19.6 ...

1991 3.0 16.9 ...
Ethiopia 1992 5.1 11.9 ...

1993 6.4 ... 0.9
Ghana 1989 3.5 24.3 ...

1990 3.1 24.3 4.9
Mauritius 1985 3.8 9.8 1.2

1990 3.7 11.8 ...
North America
Canada 1991 7.4 ... ...

1992 7.6 14.3 ...
Costa Rica 1992 4.5 21.4 ...

1993 4.6 20.2 86.7
Mexico 1992 4.9 ... ...

1993 6.0 ... 96.0
United States of America 1985 4.9 15.5 ...

1990 5.3 12.3 ...
South America
Argentina10 1992 3.1 15.7 ...

1993 3.3 12.4 ...

Chile11 1992 2.8 12.9 ...

1993 2.7 ... 5.7

Colombia12 1992 3.1 ... ...

1993 3.5 12.3 ...
Ecuador 1992 2.7 19.2 10.0

1993 3.0 ... ...
Uruguay 1991 2.9 16.6 ...

1992 2.8 15.4 10.5

                                                
6 For 1992, expenditure of the Ministry of Education only
7 Expenditure of the Ministry of Education only
8 Expenditure of the Ministry of Education only
9 Expenditure of the Ministry of Education only
10 For 1990, expenditure of the Ministry of Education only
11 For 1990, expenditure of the central government only
12 Expenditure of the Ministry of Education only

Asia
Bangladesh13 1991 2.2 11.3 ...

1992 2.3 8.7 2.3
China 1992 2.0 12.2 ...

1993 1.9 12.2 ...
India 1991 3.8 11.9 ...

1992 3.7 11.5 ...

Indonesia14 1992 2.2 ... ...

1993 1.3 ... 8.3
Israel 1990 5.8 10.5 14.6

1991 5.8 10.6 14.6
Japan 1990 4.7 16.5 ...

1991 4.7 16.6 ...

Jordan15 1992 3.9 9.1 ...

1993 4.6 11.6 1.8

Malaysia16 1992 5.5 16.9

1993 5.1 ... 2.9

Nepal17 1991 2.7 12.3 ...

1992 2.9 13.2 3.5

Pakistan18 1990 2.6 ... ...

1991 2.7 ... ...

Philippines19 1992 2.3 ... ...

1993 2.4 ... ...
Singapore 1980 2.8 7.3 5.1

1985 4.4 ... ...
Europe
France20 1992 5.7 ... ...

1993 5.8 ... ...
Germany, Fed. Rep. of 1990 4.0 8.6 ...

1991 4.1 11.6 ...
Norway 1991 7.9 14.1 ...

1992 8.4 13.6 ...
Sweden 1991 8.0 14.0 ...

1992 8.3 12.6 ...
United Kingdom 1990 4.9 ... ...

1991 5.2 ... ...
Oceania
Australia 1990 5.4 14.8 ...

1991 5.5 14.1 ...

Fiji 21 1991 4.9 ... ...

1992 5.6 18.6 ...
... = data not available

                                                
13 Expenditure of the Ministry of Education only
14 For 1993, expenditure of the Ministry of Education only
15 For 1992, expenditure on third level education not included
16 Expenditure of the Ministry of Education only
17 "Regular" and "development" expenditure
18 Not including expenditure on education by "other ministries"

which are not directly related to education
19 Expenditure of the Ministry of Education only
20 Metropolitan France
21 Expenditure of the Ministry of Education only
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1  General information about UNEVOC

UNEVOC INFO
Quarterly, published in English, French and Arabic, 8 pages.

Request for subscriptions:  � (English and French
versions),   � (Arabic version)

�

UNESCO’s International Project on Technical and
Vocational Education - UNEVOC in brief
English, French (Le Projet international pour l'enseignement technique et
professionnel de l'UNESCO - UNEVOC en bref), German (Das Internationale
Berufsbildungsprojekt der UNESCO - Kurzportrait), Brochure, 2 pages,
UNESCO/UNEVOC Berlin 1996, Document No. ED/IUG/009.

This is a brief description of the origins, objectives, strate-
gies and network of UNEVOC. It serves as an initial orien-
tation to the UNEVOC Project.  Multiple copies can be
requested and distributed by interested parties.

Request for copies: �, �
�

UNEVOC Directory/ Répertoire UNEVOC
A world-wide Directory of UNEVOC Centres and
UNEVOC Associate Centres
English/French, ca. 70 pages, UNESCO/UNEVOC Berlin, first published in
1995, updated several times a year. Document No. ED/IUG/001.

UNESCO invited its Member States to nominate relevant
national institutions in technical and vocational education to
become UNEVOC Centres.  The Directory provides infor-
mation on UNEVOC Centres and related organizations and
institutions.  The present version includes data on 148
national institutions, among them 99 UNEVOC Centres and
43 UNEVOC Associate Centres, from 99 Member States of
UNESCO.  Data of 3 international and 8 regional institutions
are also included.

Request for copies: �
�

UNEVOC Inventory/ Inventoire UNEVOC.
An Overview of UNEVOC Activities 1992-1996
English/French, ca. 70 pages, UNESCO/UNEVOC Berlin, first published in
1995, updated several times a year. Document No. ED/IUG/010

The Inventory consists of two parts:  Part 1 provides an
overview of activities that have been carried out within
UNEVOC since its inception.  Part 2 indicates the involve-
ment of countries and individuals in the various UNEVOC
activities.
Its purpose is to inform decision-makers of the broad cover-
age of UNEVOC, and of its potential within the area of tech-
nical and vocational education.

Request for copies: �
�

Feasibility Study on the Establishment of an
International Centre for Technical and Vocational
Education
English, French and German, 21 pages, UNESCO 1991

Based on a resolution I.21 adopted by the General Con-
ference of UNESCO at its 25th session in 1989, a Feasibility
Study on the Establishment of an International Centre for
Technical and Vocational Education has been carried out. In
this study, UNESCO’s activities in technical and vocational

education is reviewed.  The roles of UNESCO and ILO in
technical and vocational education are elaborated.  Perspec-
tives for future areas of action are developed.  Thought is
given to the possible establishment by UNESCO of an Inter-
national Centre for Technical and Vocational Education.
Based on this Feasibility Study, the General Conference
decided, at its 26th session in 1991, to launch the UNEVOC
Project.

Request for copies: �
�

Final Report of the
UNEVOC International Advisory Committee
(First Session, Berlin, Germany, 20-22 September
1993)
English and French, 20 pages, UNESCO Paris, 1993.

Request for copies: �, �
�

Final Report of the
UNEVOC International Advisory Committee
(Second Session, Paris, France, 12-14 December
1994)
English and French, 29 pages, UNESCO Paris, 1994.

Request for copies: �, �
�

Final Report of the
UNEVOC International Advisory Committee
(Third Session, Paris, France, 2-4 October 1995)
English and French, 28 pages, UNESCO Paris, 1996.

Request for copies: �, �

2  Studies on Technical and Vocational
Education

Studies #1 Policies and Guidelines for Educational and
Vocational Guidance

By D. Stuart Conger
English, 62 pages, UNESCO Paris, 1994.  Also available in Chinese.
The study is a resource document for use in planning the
vocational guidance programme.  It provides examples for
the goals and essential elements of a policy on guidance;
descriptions of major components of a guidance programme
including curriculum-based career guidance, individual
career planning, counselling service replying to students'
needs, etc. It outlines  the responsibilities for guidance on the
part of educational administrators, counsellors, and teachers.
Career development competencies recommended for
students and for adults in terms of self-knowledge, educa-
tional and occupational exploration, and career planning are
illustrated in detail.  The study also briefly describes the
development of career portfolios by students, guidance in
work experience programmes, job search training, peer
counselling. The "marketing" of guidance, a statement of
ethical principles, guidelines for counselling girls and
women and the training of counsellors are included as well.

Request for copies: �, �, �, �, �, �

Studies #2 New Training Technologies
By A. Herremans
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English, 98 pages, UNESCO Paris and ILO International Training Centre
(Turin, Italy), 1995. Also available in Chinese.
This document discusses the reasons why new training tech-
nologies (NTT) may be used in technical and vocational
education and training and provides information on how
NTT can be used in group and individual learning.  A
methodology is then suggested to select the most appropriate
NTT for a particular curriculum or course.  It also offers
practical hints for introducing NTT in a training institution
and foresees technical trends for the next few years, in order
to help the administrators and teachers in technical and
vocational education make the best possible investment.

Out of print.

Studies #3 A Guide for Evaluation of Technical and
Vocational Education Curricula

By L. Kenneke
English, 142 pages, UNESCO Paris and ILO International Training Centre
(Turin, Italy), 1995.
The purpose of this guide is to help people evaluate technical
and vocational education curricula. It describes the purpose,
objectives, organization and concepts of evaluation. The
document contains description of procedure, checklists and
forms which can be used to conduct evaluation of compre-
hensive curricula. It can assist evaluators to collect, analyze
and report information for surveying attitudes, observing
programmes or measuring achievement.  Four case studies
illustrating evaluation of specific curricula are also included
for reference.

Request for copies: �, �, �, �, �, �

Studies #4 New Perspectives on Assessment
By R. McDonald, D. Boud, J. Francis and A. Gonczi
English, 45 pages, UNESCO Paris, 1995.  Also available in Chinese.
Assessment is vital in vocational education. Today new
challenges have arisen in this field which traditional
approaches are failing to address.  This study highlights four
issues: a) the connections between assessment and learning;
b) the need to focus on competence; c) recognizing compe-
tence attained outside formal learning situations; and d)
assessing across many institutions. The study illustrates both
concepts and practical measures in this field and is valuable
for both policy-makers and practitioners of technical and
vocational education.

Request for copies: �, �

Studies #5 Functional Literacy, Workplace Literacy
and Technical and Vocational Education:
Interfaces and Policy Perspectives

By H. S. Bhola
English, 60 pages, UNESCO Paris, 1995.
All societies develop suitable institutional arrangements for
the delivery of "Education and Training for Work" in order
to reproduce a skilled labour force for their socio-economic
development. This study analyses concepts, curriculum,
delivery pattern, assessment etc. of three programme
formats: functional literacy, workplace literacy and techni-
cal/vocational education, as well as interactions between
them.  The policy perspectives on education and training for
the world of work is also presented by the author.

Request for copies: �, �, �, �, �, �

Studies #6 Vocational Guidance for Equal Access and
Opportunity for Girls and Women in
Technical and Vocational Education

By J.V. Miller and L. Vetter
English, 102 pages, UNESCO Paris, 1996.
This is the final report of a survey conducted in 10 countries
in various regions of the world. It reviews the current status
of vocational guidance programmes available for girls and
women including national policy, legislation, funding, pro-
gramme settings, evaluation etc. in these countries. The
authors synthesize the finding and present the trends and
future orientations in this field.  A set of national strategies
to improve career guidance programmes is also recom-
mended based on the results of this extensive survey.

Request for copies: �, �, �, �, �, �

Studies #7 Promotion of the Equal Access of Girls and
Women to Technical and Vocational
Education

English, 260 pages, UNESCO Paris, 1996.
This monograph collects the Final Report of the "UNEVOC
International Expert Meeting on the Promotion of the Equal
Access of Girls and Women to Technical and Vocational
Education" held in Seoul, Republic of Korea in July 1995
and the country discussion papers submitted by the partici-
pants of this event.  Factors determining the orientation of
girls and women towards technical and vocational education,
present measures and future strategies in those 14 partici-
pating countries from various regions of the world to pro-
mote the equal access of girls and women to this type of
education are reviewed and summarized.

Request for copies: �, �, �, �, �, �

3 Studies on Technical and Vocational
Education in the Arab States

Studies #A1 Coordination between Educational
Institutions and Enterprise for Training in
Bahrain, Jordan and Lebanon

By A. Abu-Kabeer, A. Atwan, E. Al-Safadi and M. Hodib
Arabic, 200 pages, UNESCO/UNEDBAS Amman, 1995.
The document includes three case studies on cooperation
between Educational Institutions and Enterprise for Training
in three Arab Member States (Bahrain, Jordan and Lebanon).
A proposed regional action plan was prepared on the subject
by Mr. Ali Nassrallah (Jordan) and Mr. Sulieman Sulieman
(UNESCO Office, Amman, Jordan) to assist Member States
in the adaptation of mechanisms for cooperation between
educational institutional institutions and the world of work.

An English summary of the document will be available
shortly.

Request for copies: �

Studies #A2 The Role of TVE in the Educational Systems
of Iraq, Libya, Mauritania, Syria, Tunisia
and the Regional Synthesis

By M. Joma'a, A. Al-Bishti, A. Wild Dahah, S. Mohammed,
S. Gherissi and A. Atwan
Arabic, 300 pages,  UNESCO/UNEDBAS Amman, 1995. An English
summary of the document will be available shortly.
The document includes case studies on the role of TVE in
the educational systems of five Arab Member States (Iraq,
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Libya, Mauritania, Syria and Tunisia) and  a regional
synthesis.

Request for copies: �

Studies #A3 Policy and Legislation for Technical and
Vocational Education  to Enhance
Cooperation with the World of Work

By M. Hijazi, O. Sharafi and N. Hizam
Arabic, 200 pages, UNESCO/UNEDBAS Amman, 1995.
The document includes studies on policy and legislation for
TVE to enhance cooperation with the world of work in three
Arab States (Egypt, Sudan and Tunisia).  The studies
focused on how policies and legislation could be activated in
the development and improvement of TVE programmes, in
particular to increase linkages with the world of work.
An English summary of the document will be
available shortly.

Request for copies: �

4 Systems and Policies

Convention on Technical and Vocational Education
English and French, 4 pages, UNESCO/UNEVOC Berlin
This Convention on Technical and Vocational Education has
been adopted by the General Conference of UNESCO at its
25th session in 1989.  It provides a set of guidelines for tech-
nical and vocational education policy. Its articles cover the
scope of the convention (Article 1), objectives and principles
of technical and vocational education (Article 2), Contents
and structures of technical and vocational education (Article
3), development and improvement of technical and voca-
tional education (Article 4), personnel (Article 5), and inter-
national co-operation (Article 6). Articles 7- 15 refer to
technical and legal questions.
The convention has been drawn up in Arabic, Chinese,
English, French, Russian and Spanish.  The English and the
French texts are available as separate documents.

Request for copies: �
�

Final Report of the International Consultation
Meeting on the Role of Technical and Vocational
Education in Educational Systems
(Turin, Italy, 14-18 June 1993)
English and French, 20 pages, UNESCO Paris, 1993.
The Report summarizes the relevant information provided in
the country reports submitted by the participants from 9
countries. The issues pertaining to the role of technical and
vocational education in the educational systems and in the
process of socio-economic development are discussed such
as the linkage between technical and vocational education
and the world of work, technical and vocational education as
an integral element of general education and a life-long
process, making technical and vocational education more
attractive, improving the participation of women and other
special groups in technical and vocational education, etc.  A
set of guidelines for future case studies is recommended for
the follow-up activities, within the framework of the
UNEVOC Project.

Request for copies: �, �

The Challenge of the Future.  Future Trends in
Adult and Continuing Technical and Vocational

Education.  An International Symposium
(Berlin, Germany, 16-20 October 1995)
English, ca 100 pages, UNESCO/UNEVOC Berlin 1996. Document No.
ED/IUG/008.
This report presents the varying perspectives of the partici-
pants of the Symposium of possible future changes in the
multitude of factors that are likely to impact on the develop-
ment of adult and continuing technical and vocational
education.  The Symposium was designed to assist the world
of adult and continuing technical and vocational education to
define these changes and suggest positive ways of respond-
ing to them.  The Report includes the individual papers that
were presented by participants, and a summary of the discus-
sion and debates, and of the recommendations.  Its appendi-
ces include documents related to the particular Symposium,
and to technical and vocational education in general.

Request for copies: �  (in press)
�

Final Report of the Regional Symposium for
Policy-Makers in Technical and Vocational
Education (Dakar, Senegal, 21-24, August 1995)
English, French, 25 pages, UNESCO/BREDA Dakar, 1995.
This report summarizes the views expressed by the partici-
pating policy-makers on the current status of technical and
vocational education in the African region.  The impact of
the persistent economic crisis, under-employment, un-
employment and the technological progress on the further
development of this sector of education was also discussed
during the meeting and reported by this document.

Request for copies: �
�

Technical Education in Nigeria: The Way Forward.
Summary of Proceedings of the Workshop on
"Technical Education - A Foundation for a Healthy
Economy"
(Ota, Ogun State of Nigeria, 1-2 March 1994)
English, 80 pages, Lagos 1994.
This document summarizes the proceedings of a workshop
that was organized by the Nigerian Ministry of Education
and Youth Development in collaboration with UNESCO -
through the UNEVOC Project - and Dornier International
Logistics.

Out of print
�

Le développement de l'enseignement technique et
professionnel en Afrique:
Une synthèse d'études de cas
French, 455 pages, UNESCO/BREDA Dakar, 1996.
This document consists of two series of case studies. The
first series describes the role of technical and vocational
education  in the education systems of Cameroon, Congo,
Ghana, Kenya, Madagascar, Nigeria and Zimbabwe. The
second series deals with policy and legislation to promote
co-operation between technical and vocational education and
the world of work; it covers Burkina Faso, Côte d'Ivoire,
Senegal, Swaziland and Uganda.  Information from Guinea-
Bissau and Cap Verde  has been included as well.  A synthe-
sis elaborates the similarities and differences among the
situations found in those countries.

Request for copies: �

English version in press.
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�

Final Report of the Regional Symposium for
Policy-Makers in Technical and Vocational
Education in the Arab States
(Tunis, 24-28 April 1995)
Arabic, 49 pages, UNESCO/UNEDBAS Amman and Tunisian National
Commission for UNESCO, 1995.
The objectives of the symposium were to increase the effi-
ciency of TVE programmes within the educational systems
of Member States in the Region and link such development
to the world of work.  Discussions during the symposium
included the following topics: the role of TVE in educational
systems; policies and legislation for TVE to enhance coop-
eration with the world of work; planning and administration
of TVE to promote the access of girls and women in this
field; regional and international cooperation on policy issues.
The report also includes a set of recommendation on topics
of discussion.

Request for copies: �

A French summary of the report can be obtained from:
Director, Ecole Supérieure des Sciences et Techniques
de Tunis, 5 Avenue Taha Hussein, 1008 Montfleury,
Tunis, Tunisia.

�

The Role of Technical and Vocational Education in
the Educational Systems of Iraq, Libya, Mauri-
tania, Syria, Tunisia and the Regional Synthesis
By M. Joma'a, A. Al-Bishti, A. Wild Dahah, S. Mohammed,
S. Gherissi and A. Atwan

Cf. page 55
�

Policy and Legislation for Technical and Vocational
Education to Enhance Co-operation with the World
of Work
By M. Hijazi, O. Sharafi and N. Hizam

Cf. page 56
�

National Profiles in Technical and Vocational
Education in Asia and the Pacific
English, 750 pages, ACEID, UNESCO/PROAP Bangkok, 1995.
This series of national profiles in technical and vocational
education has been developed for 21 countries in the Asia-
Pacific region in co-operation with the Colombo Plan Staff
College for Technicians Education, Manila, Republic of the
Philippines. Currently the profiles of the following countries
are available:  Australia, Bangladesh, Bhutan, Fiji, India,
Indonesia, Iran, Japan, Malaysia, Nepal, Pakistan, Papua
New Guinea, the Philippines, the Republic of Korea, and
Thailand.  The series also includes a regional synthesis of
issues and problems in the development of technical and
vocational education in the region. The national profiles
provide a handy reference information on technical and
vocational education systems, staff development, technical
co-operation and information networking.

Request for copies: �
�

Case Studies on Technical and Vocational
Education in Asia and the Pacific
English, 371 pages, Royal Melbourne Institute of Technology (Australia) and
UNESCO/PROAP Bangkok, 1995.
UNESCO under the UNEVOC Project commissioned case
studies in technical and vocational education in Asia and the
Pacific. Researchers from Australia, Bangladesh, China, Fiji,
India, Indonesia, Iran, Japan, Malaysia, Pakistan, the
Republic of Korea, Thailand and Viet Nam produced indi-
vidual case studies with particular reference to the problems,
issues and trends in technical and vocational education in the
respective countries.  A regional meeting in September 1994
synthesized the outcomes of the researchers and formulated a
series of recommendations pertaining to possible directions
that might be pursued by governments in the region to
improve the status of technical and vocational education.
The case studies are accompanied by a conference report and
an overview which provides a regional synthesis and recom-
mendations.

Request for copies: �
�

Proceeding of the International Symposium on
Technical and Vocational Education
(Beijing, China, 13-18 September 1993)
English and Chinese, 360 pages, UNESCO Paris, the Chinese State Education
Commission and the Chinese National Commission for UNESCO, 1993.
This proceeding collects the Final Report and 28 papers
presented during the symposium by participants from 20
countries and international organizations.  These papers
extensively review the national policies and innovative
measures to promote further development and reform in the
participating countries. The Final Report of the symposium
attempts to summarize the current trends and major issues
concerning this sector of education and recommends future
orientations to the policy-makers.

Request for copies: �
�

The Role of Technical and Vocational Education in
the Swedish Education System:
A Country Case Study
English, 31 pages, UNESCO/UNEVOC Berlin, 1995. Document No.
ED/IUG/002
This is one of a series of case studies commissioned by
UNEVOC  to inform interested parties on various aspects of
technical and vocational education in different countries.
This document describes in detail the Swedish system in
which a school-based technical and vocational education
system is closely linked to general education.

Request for copies: �
�

The Role of Technical and Vocational Education in
the Education System of the Russian Federation:
A Country Case Study
English, 20 pages,  UNESCO/UNEVOC Berlin, 1995. Document No.
ED/IUG/003
This document describes in detail the situation in the Russian
Federation and illustrates the considerable difficulties
encountered by a technical and vocational education system
in a country undergoing radical economic change.

Request for copies: �
�
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Co-operation with the World of Work in Technical
and Vocational Education
English, UNESCO/UNEVOC Berlin, 1996. Document No. ED/IUG/007
This document records and synthesizes a series of case
studies of four different countries (Hungary, Romania, the
Russian Federation and Sweden) on the strategies and
modalities that have been developed and applied to promote
co-operation between technical and vocational education and
the world of work within these countries.

Request for copies: � (in press)

5 Co-operation with  the Private Sector

Establishing Partnership in Technical and
Vocational Education.  Co-operation between
Educational Institutions and Enterprises in Techni-
cal and Vocational Education
English, 170 pages, UNESCO/UNEVOC Berlin, 1996. Document No.
ED/IUG/005
This document is the final report of a Seminar for Key
Personnel from Africa and Asia held in Berlin, Germany, 12
May 1995.  It presents a wide range of perspectives on and
experience of co-operation between technical and vocational
education and the world of work.  It is valuable as a resource
to guide people who are responsible for the promotion of
such co-operation.

Request for copies: �
�

Co-operation with the World of Work in Technical
and Vocational Education

Cf. page 58
�

Coordination between Educational Institutions and
Enterprise for Training in Bahrain, Jordan and
Lebanon
By A. Abu-Kabeer, A. Atwan, E. Al-Safadi and M. Hodib

Cf. page 55
�

Policy and Legislation for Technical and Vocational
Education to Enhance Co-operation with the World
of Work
By M. Hijazi, O. Sharafi and N. Hizam

Cf. page 56

6 Girls and Women

Vocational Guidance for Equal Access and
Opportunity for Girls and Women in Technical
and Vocational Education

Cf. page 55

�

Promotion of the Equal Access of Girls and Women
to Technical and Vocational Education

Cf. page 55

7 Curriculum

Final Report of the International Workshop on
Curriculum Development in Technical and
Vocational Education (Turin, Italy, 30 August-3
September 1993)
English and French, 24 pages, UNESCO Paris, 1993.
The report reviews and analyzes the existing practices in the
design, implementation and evaluation of technical and
vocational curriculum, particularly in the development of
competency-based curriculum. Some common trends and
successful practices, based on the experience revealed in the
participants' discussion papers and their deliberations are
identified.  Major issues such as consideration of national
socio-economic development and technological advances,
relevance of curricula and competency-based vocational
education, quality of teachers/instructors, attitude of students
to technical and vocational education, financial support and
institutional capacity in curriculum development etc. are
discussed in detail.

Request for copies: �, �
�

Adaptation of Vocational Curricula for Industrial
Business Clerks from Germany to the Russian
Federation
English, 18 pages, UNESCO/UNEVOC Berlin, 1995. Document No.
ED/IUG/004
This document seeks to assist persons whose responsibility is
to adapt various aspects of technical and vocational
education from one country, or system, to another.  It uses as
a model a curriculum of the German system as it has been
adapted to the Russian Federation.

Request for copies:  �
�

Exemplar Curriculum Document for Entre-
preneurial Skills for Small Business
English, 53 pages, Adelaide Institute of TAFE (Australia) and
UNESCO/PROAP Bangkok, 1994.
This document provides exemplar curricula for small busi-
ness management, in six modules which were jointly devel-
oped by a selected group of experts from seven UNEVOC
Centres in Asia and the Pacific. The modules relate to:
Entrepreneurial skills; Planning to start a small business;
Establishing a small business; Managing and operating a
small business; Evaluating a small business; and entre-
preneurial small business project.  The document also pro-
vides information to a range of flexible options related to
delivery.

Request for copies: �
�
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Guidebook for Curriculum Development and
Adaptation (with Case Studies from Australia,
Bangladesh, China, India, Malaysia, New Zealand
and Pakistan)
English, 40 pages (Guidebook) and 100 pages (Case studies), Adelaide
Institute of TAFE (Australia) and UNESCO/PROAP Bangkok, 1995.
This guidebook on curriculum development and adaptation
was developed by a Technical Working Group of selected
experts from 9 countries in the region at its meeting held at
Pandit Sunderlal Sharma Central Institute for Vocational
Education, Bhopal, India from 29 November to 6 December
1994. The information in the guidebook is supplemented by
an additional publication of documents which include two
templates for curriculum formats and a series of case studies
outlining aspects of curriculum development from some
participating countries.

Request for copies: �
�

Atelier régional sur la méthodologie d'élaboration
des programmes d'informatique pour l'enseigne-
ment technique et professionnel. Rapport final.
(Abidjan, Côte d'Ivoire, 19-23 September 1994)
French, 102 pages.  Institut pédagogique national de l'enseignement technique
et professionnel (IPNETP), Abidjan, and UNESCO/BREDA Dakar, 1994.
This report includes a  guide for curricula of computer
science and technology.  It emphasizes on the competency-
based pedagogical practice and presents examples of teach-
ing modules of computer course at secondary level.

Request for copies: �
�

Guides/Modules for Prototype Curriculum Devel-
opment in Technical and Vocational Education
Part one: Linkage of TVE Curricula to the World of Work
By A. Nassrallah and S. Sulieman, Arabic, 83 pages,
UNESCO/UNEDBAS Amman, 1994.

Part two: Integration of TVE Subjects and Other Subjects in
the Curricula.
By A. Hiasat and A. Faris, Arabic, 93 pages,
UNESCO/UNEDBAS Amman, 1994.

Part three: Promotion of Girls and Women in TVE
Programmes
By E Al-Mutlaq, Arabic, 88 pages, UNESCO/UNEDBAS
Amman, 1994.

The modules were produced as a result of the Regional
Training Seminar on TVE Curriculum Development in the
Arab States (Amman, Jordan, 23-27 October 1994).  They
were presented as working documents in the seminar and
later were developed into guides/modules to be used in the
region. The country reports were also used in preparing the
modules.

Request for copies: �
�

Final Report of the Regional Training Seminar on
TVE Curriculum Development in the Arab States
(Amman, Jordan, 23-27 October 1994)
The seminar aimed to promote the use of modern techniques
and methodologies for curriculum development in technical
and vocational education through: linking  TVE curricula to
the world of work; integrating  TVE subjects and other gen-

eral subjects in the curricula and promoting the equal access
of girls and women to TVE programmes. The report includes
the topics discussed and general recommendations for devel-
opment and up-grading of TVE programmes in the region.

Request for copies: �
�

Final Report of the Regional Workshop on
Methodologies of Curriculum Development in
Technical and Vocational Education (Abijan, Côte
d'Ivoire, 19-25 September 1994)
French, 65 pages, National Pedagogical Institute on Technical and Vocational
Education (Abijan, Côte d'Ivoire) and UNESCO/BREDA Dakar, 1994.
This report summarizes the conclusions of the workshop
debate on the methodology of curriculum development in
technical and vocational education recommended by a
previous expert meeting. The methodology has been applied
in the hosting country and produced teaching modules in
technical education in general, and modules of computer
courses  in several fields of technical and vocational educa-
tion such as industrial techniques, commercial techniques,
management, office automation, etc.

Request for copies: �

A Guide for Evaluation of Technical and
Vocational Education Curricula
By L. Kenneke

Cf. page 55

8 Training Technologies

Final Report of the International Expert Meeting
on New Training Technologies in Technical and
Vocational Education (Turin, Italy, 6-10 December
1993)
English and French, 100 pages, UNESCO Paris and the ILO International
Training Centre (Turin, Italy), 1994.
This report collects six technical papers presented during the
meeting by experts in training technologies.  They address
topics such as selection and use of new training technologies
(NTT) for technical and vocational education in developing
countries, comparative advantages of NTT in terms of cost-
effective training, telecommunication supporting distance
learning, etc.  A set of recommendations and follow-up
actions are summarized at the end of this report.

Request for copies: �
�

New Training Technologies
By A. Herremans

Cf. page 54
�

New Technologies of Training for Technical and
Vocational Education.  Final Report of the Second
International Expert Meeting  (Manila, Philippines,
3-7 July 1995)
English, 300 pages, UNESCO Paris, ILO International Training Centre (Turin,
Italy) and Colombo Plan Staff College for Technician Education (Manila,
Philippines), 1995.
The meeting is a follow-up activity of the previous one held
in Turin in December 1993.  The report includes country
papers, countries.  It also carries two project proposals
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formulated during the meeting for using new training tech-
nology at both national and regional levels.

Request for copies: �, �

9 Financing

Financing Technical and Vocational Education:
Modalities and Experiences
English. 51 pages, UNESCO/UNEVOC Berlin, 1996. Document No.
ED/IUG/006
With contributions from P. Bolina and D. Atchoarena.
The document includes two major contributions.  The first
contribution, by Ms Pradeep BOLINA, provides a systematic
overview of various modalities of public and private finance
of technical and vocational education.  The second
contribution, by Mr David ATCHOARENA, draws conclusions
from experience with various existing concepts of financing.
The document has been prepared by UNEVOC Berlin in co-
operation with the German Foundation for International
Development (DSE) and UNESCO's International Institute
for Educational Planning (IIEP).  It is intended to stimulate
debate in Member States, and contribute to new and creative
solutions to the pressing need for the effective financing of
technical and vocational education.

Request for copies: �

10 Vocational Guidance

Policies and Guidelines for Educational and Voca-
tional Guidance
By D. Stuart Conger

Cf. page 54
�

Vocational Guidance for Equal Access and
Opportunity for Girls and Women in Technical
and Vocational Education

Cf. page 55

11 Information, Communication and
Networking

Feasibility Study for Facilitating Access to Data-
bases and Documentation in TVE in UNEVOC
Centres and Associate Centres
Arabic and English, 100 pages, UNESCO/UNEDBAS Amman and National
Centre for HRD-Jordan, 1995.
The study was prepared jointly by UNESCO/UNEDBAS and
the National Centre for Human Resources Development,
Jordan (a UNEVOC Associate Centre) in cooperation with
the Computer Technology, Training and Industrial Studies
Centre (CTTISC) at the Royal Scientific Society (RSS),
Jordan. It covers information on UNEVOC international,
regional and national networks and the proposed structure of
UNEVOC network in the Arab States region. Information
were also provided on technology available to facilitate
linkages between UNEVOC Centres/Associate Centres in the
Arab States region.

Request for copies: �
�

UNEVOC Directory/Répertoire UNEVOC.
A world-wide Directory of UNEVOC Centres and
UNEVOC Associate Centres

Cf. page 54

12 Miscellaneous

Changing Vocational World: A Challenge to
Education
English, 52 pages, NCERT (New Delhi, India) and UNESCO/PROAP
Bangkok, 1992.
This report of a UNESCO Seminar held in 1992 focuses on
identification of various challenges posed by the changing
vocational world to the world of education, redefining the
role of education in facing these challenges and recom-
mending appropriate changes at various levels of the educa-
tional continuum to link technical and vocational education
more closely with the world of work.  The report underscores
that vocational education should have strong policy support
and should be fully backed  by administrative and political
will.  The report also makes recommendations about possible
shifts in funding technical and vocational education from
exclusive state financing to increasing contributions from
industry and beneficiaries.

Request for copies: �
�

Final Report of the Regional Meeting for UNEVOC
Network Members in Asia and the Pacific
(Adelaide, Australia, 12-17 December, 1993)
English, 36 pages,  Adelaide Institute of TAFE (Australia) and
UNESCO/PROAP Bangkok, 1993.
This report of the first regional meeting of UNEVOC Net-
work members from Asia and Pacific provides an identifica-
tion of policy issues and curriculum issues in technical and
vocational education in the region, expectations from the
UNEVOC Network, and proposed functions of UNEVOC
Centres and Associate Centres.  The conference papers (82
pages) and country briefing papers (98 pages) attached to the
Report provide information on problems and issues in tech-
nical and vocational education in respective Member States
and general briefing about the countries.

Request for copies: �, �
�

Philosophies of Policy Development and Implemen-
tation in Technical and Vocational Education
English, 16 pages, Auckland Institute of Technology (New Zealand) and
UNESCO/PROAP Bangkok, 1995.
This report of a regional expert group meeting highlights key
issues in technical and vocational education policy develop-
ment and implementation with particular reference to pur-
pose of technical and vocational education, contextual fac-
tors, values and some principles guiding implementation.
The report also provides an outline of a framework for
regional co-operation in the philosophies of policy develop-
ment and implementation for technical and vocational
education and training.

Request for copies: �
�
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Proceeding of the UNEVOC African Regional
Consultation Meeting
(Nairobi, Kenya, 18-23 October 1993)
English, 300 pages, Centre for Curriculum Studies in Africa, Kenyatta
University  (Nairobi, Kenya) and UNESCO/BREDA Dakar, 1993.
This document contains the final report of this first
UNEVOC meeting in the African region and discussion
papers submitted by the participants describing technical and
vocational education system in their countries.  Case studies
on curricula of computer technology conducted in Kenya are
also included.  Strategies for launching the UNEVOC
Project in sub-Saharan Africa and measures to ensure a
substantial contribution to the UNEVOC Project through the
development of UNEVOC network are also discussed and
reported.

Request for copies: �, �
�

Proceeding of Regional UNEVOC Expert Meeting
in the Arab States (Bahrain, 20-24 March 1994)
Arabic, 200 pages, UNESCO/UNEDBAS Amman and Bahrain National
Commission for UNESCO, 1994.
The proceeding includes the working documents and country
reports presented during the meeting. A list of UNEVOC

Centres/Associated Centres in the Arab States, addresses,
and contact persons was also included in the document.

Request for copies: �, �
�

Final Report of the Regional UNEVOC Expert
Meeting in the Arab States
(Bahrain, 20-24 March 1994)
Arabic and English, 40 pages, UNESCO/UNEDBAS Amman and Bahrain
National Commission for UNESCO, 1994
This was the first Regional Meeting within the framework of
UNEVOC Project held in the region of Arab States.  It was
attended by  38 participants representing 14 Member States
and several regional and international organizations. The
issues discussed during the meeting includes implementation
of the UNEVOC Project in the region; curriculum develop-
ment in technical and vocational education; networking of
activities in the Arab States and  some general recommen-
dations to the Member States.

Request for copies: �, �
�
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Order Information

Please mail, fax or e-mail your order form to the address �, �, �, �, � or � as indicated at the end of
each item:

� UNESCO
ED/SVE/TVE
7 place de Fontenoy
F - 75352  Paris 07 SP
FRANCE

Fax [+33] (1) 45 68 56 30
E-Mail q.tang@unesco.org

� UNESCO
UNEVOC Berlin
Fehrbelliner Platz 3
D-10707 Berlin
GERMANY

Fax [+49] (30) 86 49 15 41
E-Mail info@unevoc.de
or berlin@unesco.org

� UNESCO
Bureau régional d'éducation pour l'Afrique (BREDA)
B.P. 3311
Dakar
SENEGAL

Fax [+221] 2 38 39 33
E-Mail dakar@unesco.org

� UNESCO
Principal Regional Office for Asia and the Pacific
(PROAP)
P.O. Box 967, Prakanong P.O.
Bangkok 10110
THAILAND

Fax [+66] (2) 3 91 08 66
E-Mail bangkok@unesco.org

� UNESCO
Regional Office for Education in the Arab States
(UNEDBAS)
P. O. Box 5244
Beirut
LEBANON

Fax [+961] (1) 82 48 54
E-Mail beirut@unesco.org

� UNESCO
Oficina Regional de Educación de la UNESCO para
América Latina y el Caribe (OREALC)
Casilla 3187
Santiago de Chile
CHILE

Fax [+56] (2) 2 09 18 75,
2 51 30 76

E-Mail santiago@unesco.org

Please add your full mailing address to your order.  Indicate desired language version, if applicable.


