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The paper argues:

here are sound arguments; for making, Use: of
rfegular education as a counter-cyclical device

The feregone cost eff education IS, IoWer inra
[ecession With Righr unempleyment

Seme: tempoerany fall i standards: Is Inevitanie,
and perhaps desiranie



Unemployment and university
enrollment

Strong empircall evidence that the
demand for education INCreases inr a

fecession wWith high tnempleyment



TThe number ofi university students and
unemployment in Sweden
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University entrants and unemployment
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University entrants amoeng| 1.9 year-
olds and unemployment

Enreliment rate'among 19 year-0lds

0.376 * Unemployment rate among 16-19
year-0lds

+ other varianles



University entrants among 19 year-olds,
actual and predicted
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Continuation In education after graduation
and unempleyment (%)




Why dees enrollment respond to
unemployment?

fihe demand for education INCreases
» Private costs decline
» Insurance: education as; supstitute for Ul

he supply. ef slots respends: ter demand

Fheradmission! rates Increase; reducing
the numieer off unfilled siots
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The Swedish system for the
allecation of funding

Elexilercash limits

x FUnding based on the number ofi students and
student performance

x Unused funas' transfieranie 1o’ the fiellewing
years (Up te a limit of 10/ %)

x Overpreduction In one year can be transferread
AClOSS \/ears
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Flexible cash limits




Flexible cash limits




Regular education as an
autematic stabilizer

Elexible cash limits reduce: the need fior
discretienany decisiens onl ceunter-cyclical
education policies

Limits to flexipility:

s [he supply of teachers

» Inirastructure (reems; Computers...)

Seme fiuctuations In quality’ are Inevitable
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Efficiency

Ale private decisions onl education secially
efificient?
s [n general, ne

MISSIngl markets; Insurance; Imperiect capital
markets

Eiscal externalities

Searchand matching externalities
o0 muchror teo! littie education?
The right type ol education?
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Interplay with unemployment
Insurance

Alasence: off Ul fer new: graduates prolongs the
studies

s Education as; substitute for Ul

Cf. Sweden:

s Studerandevillkoret” 1974-2007: Students entering
the lakher market eligiple fier Ul afiter three moenths

a Abelishead 2007

x Active lalher market measures for youths agead! 16-24
x Viedian age: at graduation: fremi UnIversity. Is: 27

m A case for reitroduction of studerandevillkeret?
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