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Summary
Despite today’s low unemployment rate, workers today face a range of
uncertainties and challenges. In the post-World War II era, many workers
could expect a stable career at a single company that would assume
responsibility for investing in the workers’ skills over time. This stability has
now given way to careers consisting of multiple jobs in potentially different
occupations and industries.1 For many, work is becoming more independent,
short-term, and project-based. At the same time, new technologies are
demonstrating the ability to perform tasks previously done by workers. As
these trends continue, workers will need to update their existing skills and
acquire new skills throughout their careers. This new environment demands
changes to the outdated education model in which Americans could expect
the education and skills they obtain when they are young to last their entire
career.
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Updating this model to better serve today’s workers requires a variety of
approaches. Employers play a unique and vital role in workforce training,
but workers must also be given additional tools to acquire new skills and
learning opportunities over the course of their careers. This issue brief
proposes the creation of worker-controlled Lifelong Learning and Training
Accounts (LLTAs). These accounts would be funded by workers, employers,
and government, and could be used by workers to pay for education and
training opportunities. The accounts are not designed to be long-term
savings vehicles; balance limits and limited investment returns are intended to
encourage workers to regularly use their LLTA funds for training throughout
their careers.
Based on economic modeling conducted by District Economics Group,
23 million Americans would contribute to these accounts to fund training
over the next ten years, costing the federal government roughly $25 billion
over this same time period. This proposal is designed to provide significant
incentives to low-income workers to participate in training, given the financial
challenges they face participating in savings-based programs. Consistent with
that goal, 79 percent of the cost of the proposal would benefit individuals
who make under $30,000.
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Background
Education continues to be vital in today’s economy
The ability to acquire post-secondary credentials remains critically important in today’s economy. Higher
levels of education correspond with lower unemployment rates and higher median earnings (Chart 1).

While four-year degrees continue to provide an earnings premium, other types of credentials also provide
considerable economic returns. In one study, vocational certificates and associate degrees corresponded to
more than 30 percent higher earnings than a high school degree alone.2 At the same time, there are important
differences between racial groups, indicating that higher education is not benefiting students equally.3
The advance of automation further suggests that additional education will be important as the economy
evolves. The McKinsey Global Institute predicts that occupations that currently require a secondary
education or less will see a net loss of jobs due to automation, while occupations requiring college degrees
will experience job growth.4
Lifelong learning and training are increasingly important
Technology will continue to play a key role in reshaping the economy, making it increasingly important that
workers have access to education and training. Rapid advances in technology, including artificial intelligence
and automation, are transforming industries and jobs. Autonomous vehicles are poised to alter the
transportation industry, the growth of e-commerce is transforming retail, and the use of data analytics and
robotic technologies is restructuring warehouses and factories. These changes will impact workers in two
primary ways:
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First, new technologies will result in changes to the activities workers are being asked to perform in
their existing jobs. A recent McKinsey report estimated that 23 percent of current work activity hours in
the U.S. could be automated by 2030, and that in about 60 percent of occupations, at least one third of the
constituent activities could be automated.5 As machines are increasingly capable of doing tasks previously done
by humans, workers will be required to take on new and different tasks. Often, this involves machines doing
routine tasks that workers had previously done, with workers increasingly relied on to perform activities that
require core skills that are difficult to automate, including critical thinking, social skills, management, decision
making, planning, and innovation.6 For example, with the introduction of self-service kiosks, workers who used
to work behind a cash register are now expected to be more customer-facing, requiring more social skills
and knowledge.7 Similarly, when Electrolux – the world’s second-largest manufacturer of home appliances
–automated its production process, it asked its workers to focus on the creative task of designing and
implementing changes to the factory floor and robot layout to maximize efficiency.8 More broadly, the World
Economic Forum estimates that by 2020, more than one third of the core skill sets of most occupations will
be skills that are not considered crucial to today’s workforce.9
At the same time, an increasing number of workers will need technology and digital skills – ranging from
basic digital literacy to advanced computer science – in order to interact with new technologies at work.
The Brookings Institution created a digitalization index to measure changes in the digital content of 545
occupations covering 90 percent of the workforce; it found that jobs are increasingly requiring digital skills,
with the average digitalization index across all occupations rising 57 percent between 2002 and 2016.10
Similarly, research by Burning Glass Technologies looked at nearly 27 million job postings and found that 80
percent of all middle-skill jobs are digitally intensive, and that these jobs are growing twice as fast as those
not requiring digital skills.11 As technologies like artificial intelligence and machine learning continue to evolve
and change the workplace, workers will need not only to acquire new skills, but also to keep them updated
over time.
Second, automation will result in some jobs being eliminated, requiring workers to switch occupations
or industries entirely. The most vulnerable jobs are characterized by repetitive, predictable activities like
operating machinery, preparing fast food, and collecting and processing data. The impact of this displacement
could be significant; it is estimated that up to 32 percent of workers may need to transition to entirely
different occupations by 2030.12 Some industries that are most susceptible to automation, such as retail,
disproportionately employ low-wage workers and provide vital entry-level jobs.13 Impacted workers will
need to retrain for new jobs, which likely would require very different skills from those their current job
requires. As technology eliminates some jobs, it will also create others, and helping workers acquire the skills
necessary to take advantage of these opportunities is essential.14
Each of these challenges highlights the need to develop better systems to encourage lifelong learning.
Workers must have the ability to update their existing skills and acquire new skills throughout their careers.
The current approach is inadequate
Unfortunately, the country’s education and training systems are not up to the task. Investment in higher
education continues to dwarf the amount spent on training. The federal government currently spends over
$180 billion on higher education, but only about $12 billion on training and employment programs per year.15
While the education system also includes elements of workforce development, especially at the community
college level, it was largely designed for younger students pursuing traditional post-secondary degrees
rather than for mid-career workers looking to quickly develop new skills at an affordable cost. Government
programs, such as Coverdell Accounts and the American Opportunity Tax Credit, also require students to
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be enrolled in school at least half-time, which is not feasible for many workers. At the same time, educators
face major challenges updating their curricula and integrating work-based opportunities to reflect the pace
of changing skills needs.16
Traditionally, companies have played a significant role in helping workers maintain the skills necessary to
succeed in the workforce. Unfortunately, based on the data available, employers have also been investing less
in worker training: from 1996 to 2008, the percentage of workers receiving employer-sponsored training fell
42 percent and on-the-job training fell 36 percent.17 In 2011, Accenture surveyed U.S. employees and found
that only 21 percent had received any employer-provided formal training in the past five years.18 Employerprovided tuition assistance has also been falling in recent years, from 66 percent of surveyed businesses
offering tuition assistance benefits in 200819 down to 53 percent in 2017.20 In addition, the employer-provided
training that is provided disproportionately benefits the most educated workers.21
Without intervention, business investment in workers is likely to continue to decline. In a recent Accenture
survey of 1,200 CEOs and other top executives, 74 percent said that they plan to use artificial intelligence
to automate tasks in their workplace over the next three years. Yet only 3 percent reported planning to
significantly increase investments in training over the same time period.22 The Aspen Institute’s Future of
Work Initiative has proposed the creation of a business tax credit, similar to the Research and Development
credit, to encourage further business investment in worker training.23
In addition, an employer-based system is ill-suited for the rising number of workers who are in short-term
or project-based work arrangements and lack stable employers willing to train them over the course of their
careers. From 2005 to 2015, the percentage of the workforce engaged in alternative work arrangements
(including independent contracting and temporary, on-call, and contract-firm work) as their primary source
of income rose from 10.7 to 15.8 percent. This increase was spread across industries and accounted for 94
percent of net job growth over that period (see Chart 2).24 Currently about one third of workers regularly
participate in independent work in some capacity,25 and the number of independent workers is predicted to
grow.26
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As work evolves, more of the burden is falling on workers to update their skills throughout their careers. A
2012 Accenture survey found that 68 percent of respondents believed strongly that it was their responsibility
to keep their skills up-to-date in their current job, rather than their employer’s.27 A recent Freelancers
Union survey found that 65 percent of independent workers said they were updating their skills to remain
competitive in a changing job market, with 55 percent participating in skill-related education in the past
month. In contrast, 45 percent of traditional workers reported updating their skills and only 30 percent had
recently participated in education or training.28
To succeed in a rapidly changing economy, workers will need to update and learn new skills over the course
of their careers, both to adapt to the evolving skills that will be needed to perform in their jobs and to help
them transition to new jobs in the event that their industry or occupation faces significant disruption. And
while some workers will be able to rely on their employers to help them acquire new skills, many will not,
and will need financial assistance and a portable system to access new education and training opportunities.

Proposal: Lifelong Learning and Training Accounts
Based on these trends, policymakers should create tax-advantaged Lifelong Learning and Training Accounts,
which workers could use at any time during their careers to pay for education and training. Since these
accounts would belong to workers, they would be portable from job to job, and the decision on how to use
the accounts would be made by workers, not employers.
Individual Contributions: Beginning at the age of 18, an individual would be eligible to contribute up to $2,000
per year into a Lifelong Learning and Training Account.29 Like 401(k) contributions, these would be made on
a pre-tax basis, though this tax preference would not be available to workers with an Adjusted Gross Income
(AGI) over $50,000 ($100,000 married filing jointly) or an account balance in excess of $10,000.30 Earnings
would be tax deferred as long as the account balance remained below $10,000. If the account balance
exceeded $10,000, earnings on that excess would be taxable.
Government Contributions: The government would match individual contributions by providing a direct
contribution to these accounts.The rate at which contributions would be matched by the government would
decline as income rises, with a larger contribution for low-income workers and a smaller contribution for
middle-income workers, a feature modeled after the Saver’s Credit. Contributions by high-income workers
would not be eligible for matching contributions from the government.31
Government
Contribution Rate

Single

Head of Household

Married Filing Jointly

50% match

AGI not more than $20,000

AGI not more than $30,000

AGI not more than $40,000

20% match

AGI between $20,001 and $30,000

AGI between $30,001 and $50,000

AGI between $40,001 and $75,000

10% match

AGI between $30,001 and $50,000

AGI between $50,001 and $75,000

AGI between $75,001 and $100,000

Employer Contributions: In order to reinforce the unique and vital role that employers play in workforce
training, employers would be eligible to contribute to the account, up to $2,000 annually. For workers who
earn under $50,000 in wages, employer contributions would be excluded from workers’ taxable income.
Moreover, workers could receive contributions from multiple employers if they worked for more than one
employer at a given time. Similar to individual contributions, employer contributions could be based on a
one-year look-back basis.
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Contribution Restrictions and Balance Limitation: Contributions to the accounts would not be permitted
once the account reaches a balance of $10,000, an amount sufficient to pay for the tuition expenses of most
two-year community college or training programs. The balance limitation is intended to encourage workers
to use these accounts frequently throughout their careers, in contrast to other accounts, such as 401(k)
plans, that are designed to be long-term savings accounts. Once the balance has been drawn down, workers
could replenish the account up to the overall limit.32
Account Administration and Investment: The U.S. Department of the Treasury would be responsible for
determining the lowest-cost option to administer the accounts. Funds would be required to be held in
principal-protected assets, such as Treasury bonds, money market funds, or passbook savings-style investments.
Eligible Expenses: Funds from the LLTA could be used to pay for any education and training program that
results in the attainment of a recognized postsecondary credential, which includes industry-recognized
certificates or certifications and licenses that are approved at the state level.33 LLTA funds could also be
used to pay for any program provided by an eligible education institution as defined in Title IV of the Higher
Education Act of 1965 (HEA).34 Funds could also be used to pay for testing and application fees for industryrecognized credentials.35
Withdrawal Process: To minimize compliance burdens for the individual account owner and the federal
government, individuals would be prohibited from making direct withdrawals. To use the funds for eligible
education and training, the individual would need to first enroll in an eligible education or training program.
To pay for the program, the individual would provide their account number, which the eligible provider would
then use to directly access the funds. The funds would transfer from the account to the provider, simplifying
compliance and reducing the incidence of ineligible withdrawals.
Denial of Double Benefit: If an individual is using an LLTA to pay for an eligible education and training expense,
then no other education tax benefit (e.g. 529’s, American Opportunity Tax Credit, tuition and fees tax
deduction) could be used in connection with the payment for those same education and training expenses
that year. This treatment is consistent with the current rules around today’s education tax benefits that
prevent individuals from using more than one tax benefit. However, non-tax education benefits could be used
by individuals using an LLTA, just as they can with other education tax benefits. Non-tax education benefits
include Pell grants, scholarships, work study, and other grants.
Encouraging LLTA Usage: To encourage workers to use their LLTA accounts, employers should present
employees with the option to withhold and deposit a portion of their paycheck into their LLTAs. Taxpayers
who are receiving the Earned Income Tax Credit (EITC) should be given the option to deposit the tax credit
into their LLTA.
Unused Balances: To ensure that these savings are used for training purposes, program rules would not
allow unused LLTA balances to be rolled over tax-free to retirement accounts. If individuals wanted to
terminate their account, they would be required to include the unused balance in ordinary income at this
point. However, unused balances could be rolled over into ABLE accounts, which are tax-advantaged savings
accounts for individuals with disabilities.36
Modeling: According to economic modeling conducted by District Economics Group, this proposal would
result in 23 million workers contributing to LLTA accounts over the next ten years. The specific subsidy
design makes the proposal highly targeted to lower-income individuals: in fact, individuals who make under
$30,000 account for 79 percent of the program’s overall cost. The cost of the proposal is estimated to be
$25 billion over ten years.
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Benefits
Lifelong Learning and Training Accounts would provide several benefits:
A better-trained workforce. Workers would have a strong incentive and new opportunity to invest
in additional education and training over their careers. Low- and middle-income worker contributions
would be matched by the government, providing workers with resources to access opportunities to
learn new skills or upgrade their existing skills. Worker training generally has a high rate of return,
benefiting workers, businesses, and the economy as a whole.37 38
Retraining mid-career workers. Finding the time and resources to seek new training opportunities
in the middle of a career is a major challenge and one that the country’s current education and
training system is not well-designed to help facilitate. LLTAs could help address this challenge, in part
by encouraging continuous skill building rather than waiting until it is necessary to make a mid-career
transition.
Improving unemployed workers’ ability to find new jobs. Job loss can be traumatic, especially
when it comes in the context of a wave of outsourcing or automation that affects an entire industry.
Lifelong Learning and Training Accounts could give laid-off workers additional resources to use during
periods of unemployment to accumulate new skills, better equipping them to find new jobs.
More flexibility to shift jobs or careers. Currently, workers’ career paths are partially dependent
on the training they receive from their employers. But employers are generally only willing to train
workers for the jobs they currently have. This creates a lock-in effect, making it difficult for workers
to transition to different occupations or industries. Providing workers with an additional tool to
obtain the skills necessary to move between occupations and industries will help workers find jobs
that better leverage their interests and strengths.
Less reliance on the safety net. About a quarter of wage-earners receive benefits from one or more
social safety net programs.39 As the LLTA helps more workers upskill and reskill, their wages will likely
rise, lessening their reliance on these programs. For example, a $1 per hour increase in wages for the
bottom 40 percent of workers would reduce the participation rate in public assistance programs by
2.5 percentage points, and public expenditures would fall by $7.3 billion annually.40

Policy Considerations
As policymakers design lifelong learning systems, there are additional considerations that could improve the
effectiveness of this approach:
1. These accounts should also be integrated into the public workforce development system. Career
counselors at the more than 2,500 American Job Centers across the country should be trained to
advise workers on how best to use their Lifelong Learning and Training Accounts. Unfortunately, this
system is underfunded. For example, state grants – which form the core of the WIOA funding system
– have been cut by over 40 percent since 2001.41 The WIOA system should be adequately funded so
that the workforce development system has the resources it needs to guide and train workers who
use LLTAs.
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2. The modeling of this proposal estimates the cost of the account subsidies, but to maximize the
utilization of these accounts, additional funding would be needed for administration and marketing.
3. Policymakers should simultaneously explore approaches to ensure that businesses maintain and
expand their own training investments in their workers. One option is the creation of the Worker
Training Tax Credit as proposed by the Aspen Institute’s Future of Work Initiative in May 2017, which
has inspired bills in both the House and Senate.42
4. Policymakers should improve data collection and analysis of education and training program
outcomes to better determine the effectiveness of these programs. The resulting information should
be accessible so that workers and career counselors can make informed enrollment decisions.
5. Policymakers should consider reforming the accreditation system to make it easier for non-traditional
education programs to become accredited, potentially expanding the universe of LLTA-eligible training
programs.
6. Tuition is one of many obstacles to being able to obtain additional training. Many workers have fulltime jobs and family responsibilities. These responsibilities make it difficult to find time to pursue
additional education or take a training course. A comprehensive approach to lifelong learning could
include policies that address these challenges, such as child care assistance and better coverage for
long-term care. In addition, employers should explore allowing workers to pursue training paid for
with LLTA funds during work hours.
7. In order to partially offset the cost of the proposal, policymakers should consider eliminating the
Lifetime Learning Credit as it would be somewhat duplicative of the LLTA proposal.

Examples of Other Lifelong Learning Accounts
Other countries are adopting policies that provide lifelong learning and training opportunities to their
workers. Singapore recently established “individual learning accounts” for each citizen over the age of 25 to
spend on education and training programs from a list of 500 approved providers.43 The government seeds
these accounts with a direct subsidy to individuals of $500, called the SkillsFuture Credit, and even higher
subsidies for mid-career professionals. In 2017, over 285,000 Singaporeans benefited from the credit.44
In 2015, France established individual training accounts that workers can use to pay for 24 hours of training
per year over eight years in a wide variety of programs.45 Businesses fund this benefit with a one-percent tax
on payrolls.
In the United States, the Council for Adult and Experiential Learning (CAEL) has developed and championed
Lifelong Learning Account demonstration programs in a handful of states and cities, including Maine,
Washington, Chicago, and New York City.46 The State of Maine launched a Lifelong Learning Accounts program
in 2005 that was coordinated by its Department of Labor. The program used its existing Career Center staff
and offices to do outreach to employers and workers. Additional program support was provided by the
Maine Centers for Women, Work and Community, which assisted workers with their education planning.
The Lifelong Learning Accounts themselves were established through the state’s existing Section 529 college
savings program, known as NextGen, which is administered by the Finance Authority of Maine, and which
includes a matching contribution for low- and middle-income workers. In addition, similar legislation has
been introduced in a number of other states.47
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This idea has a history of bipartisanship in Washington D.C. In prior Congresses, Sens. Cantwell (D-WA) and
Snowe (R-ME), and Reps. Emanuel (D-IL), Ramstad (R-MN), Larson (D-CT), Polis (D-CO), Kilmer (D-WA),
Roskam (R-IL), and Paulsen (R-MN) proposed legislation to create tax-advantaged lifelong learning accounts.48
Helping workers access lifelong learning opportunities should be a public policy priority. Lifelong Learning
and Training Accounts could help reverse the decline in the amount of training that workers are receiving.
In addition, the proposal could help workers better manage their economic future by incentivizing workers,
businesses, and government to co-invest in the development of worker skills over the course of their careers.
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