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Abstract
This paper provides a general framework for the development of innovative approaches in financing lifelong learning, particularly in Asia where access to capital by users and providers of the lifelong learning process is considered quite limited.

Financing lifelong learning in developing countries has been a challenge. As the flow of public funds and private capital, limited as they are in their present configuration, remains severely restricted to lifelong learning enterprises, the need to introduce new financing schemes other than those identified as already existing (e.g. government budget, subsidies, grants, and student loans) is indeed quite compelling.

The author explores emerging financing schemes such as study now-–pay later variants, save-and-learn funds, co-financing arrangements and similar investment-oriented funding approaches. Likewise, he offers a plan for greater private sector participation in funding lifelong learning programmes, where corporate engagement in the form of grants, investments, or loans to lifelong learning providers and users is viewed as part of corporate social responsibility.

Interviews and interactions with key actors in lifelong learning and the investment banking community are used to substantiate the discussion on alternative financing strategies. A review of existing literature on the subject serves to complement analysis of primary data.

1
Introduction
Without a doubt, the past pace of globalisation and the rise of the knowledge economy have accelerated the universal recognition of the notion that human capital is the most significant resource a nation, enterprise or community can have. As echoed quite clearly in the European Union Lisbon Agenda 2000, human capital or resource serves as ‘the determining factor for the drive towards competitiveness and growth in the knowledge-based economy and is critical to the achievement of inclusiveness, social cohesion and equity’ (European ODL Liaison Committee 2006: 1). How this capital (also known as ‘intellectual asset’ in knowledge management parlance) may be enhanced and utilised in the best way possible to serve society’s purpose has been the clear and direct challenge to issues revolving around education and training.

Human capital appreciates over time through the acquisition of appropriate knowledge and skills embellished with a set of values. Hence, the effective delivery of such knowledge and skills in a given context and environment is deemed central to the recurring discussion and policy dialogue on lifelong learning. For example, Devesh Kapur and Megan Crowley of the Center for Global Development argue that, more than anyone else, developing countries should rethink and reform their higher education systems as the latter are ‘critical in building the human capital that in turn builds the very institutions that are regarded as an indispensable factor of development’ (Kapur and Crowley 2008: 3). What the authors refer to as institutions are the strong middle class and the corps of professionals (e.g. accountants, doctors, engineers, lawyers, teachers, and the like).

Similar to physical capital, the notion of expenditure or cost outlay for engaging education and training activities to enhance human capital should be viewed in the context of investment. A scalable upgrade of a piece of equipment carries a cost but such outlay is treated not as an expense but as capital expenditure amortised usually over the asset’s usable life. To this extent, the cost related to education and training should be treated as an investment in human capital – an asset whose productivity improves over time and whose utility value goes beyond the usual amortisation period. While this notion of outlay for education and training is clear to a certain extent in the corporate world (although some orthodox enterprises are squeamish about increased budgets for training!), the public sector, particularly in developing countries, appears ambivalent in its commitment to ‘invest’ in lifelong learning programmes and activities. Is it any wonder then that in the Third World, where private sector participation is not significant, education and training are considered precious commodities beyond the reach of the majority?

This paper explores possible avenues in the context of new financing options by which lifelong learning in its diverse forms and modalities can be made accessible to a wide segment of the population in developing countries. The discussion is focused on schemes that are responsive to accelerating the growth of the tertiary level of the lifelong learning process. The case for genuine public-private sector collaboration is analysed, giving insights to a more creative approach to investment-oriented types of finance for lifelong learning.

2
Investment in lifelong learning from a developing economy perspective 
Investment in lifelong learning implies the provision of necessary resources, facilities, and funding or financing mechanisms by all the stakeholders at all levels. Where investment commitment will be prioritised and how it will be structured depend on a host of factors, even on as basic an issue as one’s understanding of the term ‘lifelong learning’. 

Admittedly, there exists a divergent conceptual understanding as to what constitutes lifelong learning. Lind (2008: 41–8), for example, presents a thorough analysis of the concepts and meanings of literacy, including lifelong learning. One fundamental issue that underpins these differing views is that lifelong learning is context-specific, embedded in a given environment. For some, the construct itself implies an emphasis on the individual, and they prefer to use the term ‘lifelong education’, which connotes collective or social learning and arguably reinforces the concept of a learning society. Given this understanding, the immediate emphasis is on society as a whole, and not on the individual – which has a bearing on the question of who carries the greater responsibility for underwriting the cost of the learning process: the state, the enterprise or the learner themselves. On the other hand, the more pervasive view considers lifelong education as a passive construct and prefers the use of the word ‘learning’, the latter being more responsive to the process of acquiring and assimilating knowledge, skills and values. The argument goes even to the extent of declaring that education in the traditional sense does not necessarily lead to learning.
Two definitions, however, guide the discussion in this paper. The first, which is adopted by the International Labour Organization (ILO), refers to lifelong learning as encompassing all learning activities undertaken throughout life for the development of competencies and qualifications. Second, the Organization for Economic Cooperation and Development (OECD) defines lifelong learning as what people learn across their entire lifespan. An Iranian educator tried to paraphrase this OECD definition when he defined lifelong learning in Islamic terms (in an even broader context) as ‘learning occurring between cradle and grave’ (Hosseini 2006).

The above notion of lifelong learning is all encompassing and suggests the inclusion of formal education as well as non-formal and informal learning processes in the definition. Hence, the conceptual and practical understanding of the term taken in this paper spans the diverse array of learning activities from early childhood to past retirement age, whether at home, in school or workplace, or at any social gathering for that matter. 

While this broad interpretation of lifelong learning is largely accepted at policy discussion level, the issue of implementation emphasis and resource allocation has been the subject of a continuing debate. Internationally renowned educator Rosa-Maria Torres (2001) attributes the slow pace in achieving the goals of Education for All established in Jomtien, Thailand in 1990 to conflicting views and priorities of the North-South divide. She argues that the North considers lifelong learning as a key political, societal and educational organising principle for the 21st century, while the South appears to focus only on basic education (provision of basic skills in reading, writing and numeracy) as its own organising principle. Abetted by multilateral agencies’ preferential bias for such programmes in aid delivery, the South continues to treat youth and adult education as remedial, concentrating on the marginal population, and associated more with literacy than adult basic education (ABE) in a broad sense.
Admittedly, the nature of the emphasis at policy and implementation levels determines the trajectory and structure of investment commitment for lifelong learning. For instance, the focus in the Philippines in terms of public budget support tends towards free education in primary and secondary schools (which only refers to the waiving of tuition fees in all public schools), but education at tertiary and TVET (technical and vocational education and training) levels does not enjoy the same privilege. This situation has several implications. For example, the public budget has a natural bias towards basic education, where the government continues to recognise its primary role in literacy programmes for the marginalised members of society, but leaves much of the nation’s interests in tertiary education (and, to a certain extent, TVET for young people and adults) to the greater participative role of the private sector. This policy posture tends to put a strain on the much-needed reform to reshape higher education towards knowledge and skills acquisition that is vital to a developing economy. In a way, private educational institutions are not efficient agents in trailblazing programmes for courses that are deemed unviable from a commercial standpoint yet are critical to accelerating the nation’s stock of knowledge and skills and achieving competitiveness in the global economy. In the Philippines, where the share of the private sector in total higher education is more than 54%, a great majority of universities and colleges offer largely liberal arts, nursing, medical, business, and information technology (IT) courses while placing less emphasis on science and engineering. This is understandable since the former offer greater placement prospects in the overseas job markets, entail less capital investment in terms of laboratory or research facilities, and are relatively easier to administer.

Just the same, the government must assert its active role in the entire range of lifelong learning activities, not only as a regulatory and policy-making agent, but also as the lead partner in critical collaboration with other stakeholders in lifelong learning.

 3
Policy framework for financing lifelong learning
The foregoing discussion makes a quite compelling case for developing a proper framework for generating financial support that actualises lifelong learning in developing countries. Although most governments in the Third World realise their basic responsibility for providing primary and secondary education to their citizens, that role dissipates in relative importance in the area of higher education. As a result, a weak higher education structure leads to an inadequate pool of the talent and skills that are required for the economic growth and development of these countries. Interestingly, where one finds among Third World countries a limited supply or lack of higher education facilities or institutions, there persists a palpable slow pace of economic progress. For example, Sao Tome sends its students for tertiary education to other countries in the absence of such an institution of its own, as disclosed to the author by the country’s Ambassador to Taiwan. 

This sordid situation calls for a redefinition of the role that the government and the private sector should play in allocating funds and resources to lifelong learning. The public sector, due to budget constraints, may not be relied on to shoulder the entire burden of higher education. On the other hand, the development and provision of higher education cannot be entirely placed in the hands of the private sector. Notwithstanding the avowed claim of being ‘not-for-profit enterprises’, these private educational institutions are primarily driven by income and viability considerations. Understandably, the noble and necessary call for offering relevant science and engineering courses becomes secondary to the more practical considerations of where the school can generate greater enrolment and revenues. Such a distorted sense of priority can be exacerbated by the limited availability or complete absence of complementary funding support in terms of government subsidy or tax benefits, thereby making the private education system more an agent of commercialisation than an exponent of the nation’s drive towards growth and competitiveness. Worse, the profit motive can only give rise to further social exclusion in as much as an increasing number of potential enrollees would be denied access to higher education due to increasing tuition fees and similar costs. 

Constructive partnership is called for among all stakeholders in the different aspects of lifelong learning for nation-building. And this critical collaborative effort becomes more acute in the area of finance. In a report to OECD on good practice in the financing of lifelong learning within the framework of the project ‘Co-financing Lifelong Learning’, the German Federal Ministry of Education and Research (Kruse 2003: 9) asserts that wherever shared responsibility for education and co-investment in education take on a new quality, the framework conditions for lifelong learning improve. Accordingly, the financing concept for the education sector must further this process.

The strategic collaboration of stakeholders is illustrated in a diagram model (see Figure 1) presented in a briefing paper to the European Commission by a consulting firm on lifelong learning research, PJB Associates (2001: 2–3).
Figure 1: A model for lifelong learning
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Source: PJB Associates

The above model indicates competing interests that need to be reconciled if a culture of lifelong learning has to be developed and sustained, particularly in developing economies. A disjointed policy approach to the different stages or aspects of lifelong learning will merely result in maintaining, if not widening, such a learning gap. In the context of the nation being a learning society as whole, the learning process must move forward in an integrated and seamless manner and should never be left to operate as various discrete education programmes.

In narrowing the learning gap, the challenge therefore is to introduce effective intervention measures expressed in terms of innovative financing schemes within the framework of collaborative effort. Public funding support at different levels of lifelong learning must be complemented by the availability of private sector-initiated funding facilities accessible to both providers and learners.

4
Alternative strategies for lifelong learning finance

Given the above mentioned challenge, the development of funding approaches to lifelong learning should henceforth be taken in the context of a strategic partnership between and among the government, the private sector, individuals and other social partners – all considered as stakeholders in lifelong learning. 

The idea of treating education as a private good being offered by the market (as advocated by proponents of greater private sector involvement in higher education) can distort the significance of such collaboration. Education per se has powerful effects benefiting society at large and generating higher social returns than merely economic rewards. Viewing it as a private good in a narrow sense will not lead to a coherent approach to the lifelong learning process. The growing emphasis on the individual taking sense of ownership and responsibility for their learning may be palatable as part of an education reform agenda in developed economies; this policy thrust is evident in the reform being undertaken by the German education ministry. For example, see the report of the Federal Ministry of Education and Research to the OECD (Kruse 2003), where ‘the individual learner takes center stage’. However, this idea may not be a cogent strategic approach to strengthening the financial structure for lifelong learning in developing countries.

The concept of stakeholder partnership in funding or financing lifelong learning should be manifest in the three levels of education: primary, secondary and tertiary. Due to higher social returns in primary and secondary levels, the government should take the greater role in terms of substantial budget provision for public education and in terms of subsidy and tax credits or rebates to private schools. Likewise, tertiary education and vocational training, where the provision of specialised or new skills to learners is the primary responsibility, should be funded more by market-driven financing arrangements whether generated by the government sector or the private sector. For instance, a government bond may be floated to generate funds which in turn can be channelled as a subsidy to eligible private educational institutions. More discussion on this issue is presented in a later section.

A review of existing literature on lifelong learning finance indicates an array of financing schemes or instruments that both the public and private sectors have invariably introduced other than the usual budget appropriation from public funds, some of which have gained strong recognition in terms of efficiency and popularity.1  In a World Bank study (2003), four principles are presented as operating parameters in the design of financing mechanisms, namely: 
All learners should master basic competencies.
Learners should be responsible for their own learning.
Governments must be committed to promoting equity.
A lifelong learning system should promote efficiency in education and labour markets.
The study by The World Bank (2003: Chapter 4) observes that a number of financing mechanisms appear consistent with the above mentioned principles. The set of financing approaches presented herein may complement or reconfigure these existing facilities, but all of them are structured in a way that meet the above criteria and fully exploit the collaborative aspect of lifelong learning finance.

The four schemes presented may exist under different terms and formats in some countries, but their formulation as outlined in general terms in this paper stems from the observation on the existing financing practices in developing countries, particularly the Philippines:

4.1 Creation of an Education Investment Fund
Given the perennial budget constraints among developing countries that impinge on the provision of adequate funding support to education, the government should continue to explore collaboration with the private sector in sourcing funds for higher education outside the usual budget appropriation. The establishment of a government-sponsored Education Investment Fund can respond to this challenge, dedicated to supporting scholarship programmes, private school subsidies, and loans to students in public higher educational institutions (HEIs) and accredited private HEIs. 

The Fund is created in two ways: The first is through the sale of share subscription, where holders are entitled to a tax-exempt dividend and shares are eligible as payment for tuition fees and other academic costs. Second, this equity fund is complemented by a flotation of long-term education bonds to be sold to the financial markets. To make the instruments attractive to investors, particularly banks and other financial institutions, they should carry tax-exempt and eligibility features. For example, education bonds can be eligible as a ‘reserve item’ or a substitute for any compulsory lending requirement. The Fund may be managed similar to an endowment, where only the income of the Fund is appropriated for underwriting the specific programmes lined up as its core objectives.

4.2
 Automatic provision of government guarantee on private education loan and savings facilities
To encourage the private sector to be more proactive in setting up loan facilities for students, the residual risk in case of default should be passed on to the state. This is consistent with the notion that the learning by individuals leads in the aggregate to the overall improvement of the country’s human capital. To mitigate heavy absorption of default by the government, parents or third-parties should be required as co-makers of the student-applicant in any loan transaction. Lending institutions should therefore lower the credit criteria for student lending programmes so as to make the facility accessible to a greater number of potential candidates.

In the Philippines, there was a surge of private education savings plans in the 1980s and 1990s. Parents would purchase these plans payable over an installment period of five years earmarked for the future tertiary education of their children. Full tuition costs in some institutions (plus book allowance, in certain cases) are underwritten by these plans. However, a number of them have folded up largely on account of mismanagement. Together with closer supervision of the education plan issuers, the government should provide guarantee cover to planholders so as to encourage increased participation and strengthen the credibility of the system. The guarantee shall respond to the ability of the issuer to honour its commitment when the time comes for the plan to be exercised.
4.3
Education as basic corporate function and advocacy

The growing interest of companies in engaging themselves in socio-civic and environmental protection projects stems from the widening recognition that a firm should have a social conscience if it wants to be relevant in the global marketplace. Enshrined in their corporate social responsibility are causes and advocacies that they will not hesitate to underwrite by channelling company resources. Some observers, including Ryan (2003), have argued that a policy more focused on corporate involvement can generate more mileage for lifelong learning. In fact, employer responsibilities for employee learning are given impetus in policy pronouncement in most OECD countries. The developing countries, however, are not as aggressive in their position with respect to corporate responsibility for education and training.

Promoting lifelong learning in a knowledge society within and outside the corporate environment is a strong case for advocacy. Other than attending to the training needs of their own personnel, these economic enterprises should be encouraged to pursue collaboration with the academe and the government in the fields of research, faculty development and scholarship. Unfortunately, the research capability (both basic and applied) of academic institutions in developing countries does not elicit a strong appeal among target corporate partners. What may be more practical to pursue as an area of collaboration would be the exposure of students to the actual workplace (extended work experience), which is recognised as an earned credit in a given course.

4.4
Securitisation of education loans and similar instruments
The need to augment the pool of funds dedicated to education and training is essential in a situation marked by increasing volume of enrolment, which is considered a universal phenomenon. According to OECD (2008), while 37% of a student cohort went into university-level programmes, it is presently going at the level of 57% on average across OECD countries. However, availability of such funds from public and private sources is quite limited. A more creative approach to solving this dilemma is therefore called for. At present, liquefying funds locked in education assets seems to be the immediate point of solution.

Similar to the successful experience of asset-backed securities in the USA and elsewhere, a securitisation approach to these assets may be in order. In essence, existing mortgage-type loans, guaranteed student loans, human capital contracts, and similar education-related loans may be bundled up in an asset pool, against which a special purpose vehicle (SPV) issues asset-backed security (ABS). In as much as the underlying loan assets are expected to realise income in the long run, the education ABS is expected to perform similarly to the existing types of ABS backstopped by credit card receivables, instalment payment receivables, and the like. Again, the important feature that should be installed in the education ABS is the guarantee cover from the government. Ideally, the proposed Education Investment Fund mentioned above can initiate the development of this new instrument.

5
Conclusion
Financing lifelong learning in developing economies will largely remain a contentious issue due to perennial budget constraints in these countries. This situation is exacerbated by increasing enrolment at all levels on account of both increasing population and surging interest in education and training by all stakeholders.

There is therefore an urgent need to devise new approaches to meet the above challenges. While the government has recognised its fundamental role of providing basic education to its citizens, especially the disadvantaged members of society, the other stakeholders (private educational institutions, corporations, churches, families and the learners themselves) must share the burden of underwriting the cost of the learning process. To avoid disjointed prioritisation and inefficient resource allocation, a collaborative partnership by all stakeholders must be present in all aspects of lifelong learning. 

Within this context of institutional partnership, new financing schemes should encourage wide participation of all stakeholders in any given programme. For instance, the government can act as guarantor to a privately-issued financing arrangement so as to mitigate risk and increase the interest of those who want to participate. We have witnessed the volatile nature of capital markets in recent weeks that, without the proper packaging of design and risk of education-related finance instruments, the goal of eliciting stronger private sector participation in providing funds to education and training might not have the desired effect.

In any case, the availability of funds to finance lifelong learning should be packaged in such a way as to heighten social inclusion, enhance the stock and quality of the nation’s knowledge and skills and ensure its competitiveness in the global knowledge economy. The marginalised members of society must be empowered and the centrality of the individual as a learner in an authentic learning society must be given recognition at policy and implementation level.
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1  A recent comprehensive review of existing financing schemes for lifelong learning is discussed by Oosterbeek and Patrinos (2008). In terms of efficacy and equity for financing schemes in early education, results of the research are rather ambiguous with respect to the voucher system. The introduction of two other significant schemes, namely conditional cash transfers (CCT) and financial incentives to students (and teachers) – implying similar financial transfer from the government to the students as the voucher system – has indicated improved school performance and attendance, as shown in the Latin American experience. The lure of increase monetary rewards seems to weigh heavier than the flexibility in choice that the voucher system offers. Higher education and TVET/training funding largely consists of variations in loan/savings schemes, tax credits, grants, aid and subsidies. The same report indicates the general loan aversion attitude of students that somehow serves as a drawback to the growth of leverage finance (be they mortgage-based or income-contingent) for lifelong learning. Understandably, the elitist selection system in the granting of scholarships, grants and aid, while yielding a positive effect on school performance, is deemed non-contributory to the issue of equity.  








