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Abstract

The study delivers a broad overview of vocational education
and training (VET) funding across Europe and provides detailed
case study insights into the situation in Austria, Norway, and
UK-England. The paper addresses how VET funding has
changed over the past 25 years with respect to what and who
Is eligible for funding and how that has been determined. It
also looks at the responsiveness of VET funding mechanisms
to changing skill demands. The focus on Austria, Norway, and
UK-England provides an opportunity to assess the funding of
VET in differing types of policy regimes: co-ordinated market
economies (CMEs) versus liberal market economies (LMEs).
The results reveal that in CMEs there are long-standing
settlements or social contracts regarding entitlements to
Initial vocational education and training (IVET) and continuing
vocational education and training (CVET) that reduce the need
for policy reform to tackle changes in the external market and
Improve skills matching. In contrast, LMEs lack the long-term
settlement with the result that they are subject to constant
renewal of the institutions and structures which comprise
initial and continuing VET systems.

Introduction & Research Questions

Who pays for skills, and to what extent, is an important
determinant of the volume and quality of provision and
potentiality. Funding of vocational education and training (VET)
IS likely to reflect the relative value an economy places on this
form of education. The focus of this report is upon
understanding how countries have funded VET, the rationales
which have guided that funding, and how these have changed
over time. Much of the current policy discourse is about, first,
persuading an increasing share of young people to choose the
VET education track, and secondly, reorienting VET towards
more demand-led provision. Public funding of VET can be
instrumental in bringing about these ends.

Based on detailed case study in Austria, Norway, and UK-
England, the study addresses the following questions:

* How has VET funding changed over the last 25 years?
* Who gets funded, what gets funded, and how is funding
decided and delivered?

* How well do funding systems respond to labour market
heeds?
* Are they targeting skill gaps and supporting those at risk
of exclusion?

* Do stable policy environments help VET systems adapt
better to change?
* Isthere practical evidence that CMEs outperform LMEs
In this regard?

Research Approach
Comparative case study approach across different market
systems:
* Austria and Norway: Coordinate Market Economies
* UK-England: Liberal Market Economy
Analysis of IVET and CVET systems over time, across contexts.
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Findings
The research finds that distinct national strategies are

shaped by funding stability labour market responsiveness
and economic models.

1. Funding Stability

* Austria and Norway: stable, consistent funding for IVET
« UK-England: Frequent reforms, experimentation, and cost-
shifting to employers

While Austria and Norway maintain stable and consistent
funding models for IVET, the UK-England system is marked by
frequent reforms and financial experimentation. This
Instability has led to shifting costs onto employers, notably
through mechanisms like the Apprenticeship Levy,
highlighting a contrast in policy coherence and investment
strategy across the three countries.

2. Responsiveness to Labour Market

* Austria and Norway: VET systems designed to reduce
employer adaptation costs

* UK-England: Flexible labour market increases pressure on
state to fund skill development

Austria and Norway have developed VET systems that help
employers adapt to technological and organisational change
without incurring high costs, reflecting their more regulated
labour markets. In contrast, the flexible labour market in UK-
England places greater pressure on the state to fund skill
development, as employers are more sensitive to training
costs and less likely to invest independently.

3. Varieties of capitalism

 Austria & Norway: In the CMEs, social partnership models
with stable policy environments

 UK-England: In the LME, market driven, innovation focused
and less stable policy environment

The contrasting economic models of Austria and Norway
(CMEs) and UK-England (LME) shape their VET systems in
different ways. While the former rely on stable, socially
negotiated frameworks to support skill development, the
latter emphasises market-driven innovation, resulting in
more fluid and less predictable policy environment.

Implications & Conclusions

There is no universal model for VET - effective funding
strategies must align with national labour market structures
and policy goals. Demand-led systems take different forms.
UK-England relies on market signals and funding incentives
while Austria and Norway emphasise institutional
adaptation through stable social partnerships. A consistent
funding environment may better support long-term skill
development, especially as European policy increasingly
promotes labour mobility and responsiveness to changing
skill demands. These findings highlight how institutional
context influences the design and delivery of VET across
Europe.
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