
MODULE 1 

Development thinking and the implication s fo r 
educational financin g 

This modul e consist s o f fou r section s whic h attemp t t o examin e 
development thinkin g from th e 1950 s t o th e presen t day . 

Section 1  deals wit h huma n capita l theor y an d modernisatio n theor y i n th e 
1950s an d 1960s . 

Section 2  deal s wit h th e er a o f structura l adjustmen t o f th e 1970 s an d 
1980s. 

Section 3  deal s wit h th e evolutio n o f th e huma n developmen t paradig m i n 
the 1990s . 

Section 4  deal s with globalisatio n an d the ne w informationa l economy . 

Each section give s som e stimulu s material s t o b e read , som e question s fo r 
discussion, background informatio n an d summar y point s t o facilitat e 
understanding. At th e en d o f th e fou r section s ther e i s a lis t o f suggeste d 
further reading . 

SECTION 1 
At th e en d o f thi s sectio n participant s shoul d b e abl e to : 

1 . Explai n the fundamental s o f 'huma n capita l theory ' an d 'modernisatio n 
theory'; 

2. Us e 'dependenc y theory ' t o critiqu e 'huma n capita l theory ' an d 
'modernisation theory' ; 

3. Relat e pattern s o f educationa l financin g i n the 1950 s an d 1960 s t o 
'human capita l theory' . 

Background 

In the lat e 1950 s an d 1960 s colonia l empire s wer e bein g dismantle d an d 
many countrie s acros s th e Caribbean , Africa an d othe r part s o f th e glob e 
received constitutiona l independence . I t wa s a  time whe n Keynesia n 
economics, aided b y socialis t ideolog y an d th e ris e o f th e welfar e state , 
created a n outlook tha t fostere d a  drive t o rapi d growt h an d development . 
Newly electe d government s wer e als o kee n to demonstrat e th e benefit s o f 
independence t o thei r electorates . A theoretical justification wa s also offered . 
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Instruction 1 

Read Box 1 . This excerpt i s taken from the Draf t Pla n for Educatio n in Trinidad 
and Tobago, 1968-83 , which was drawn up with advice from UNESCO . 

Box 1 

It is not necessary to argue the relevance of education to economic 
development but i t would be necessary to indicate that we have 
passed the point of argument. Dr Adiscshiah, Deputy Directo r 
General of UNESCO and an economist, speaking in India in December 
1966 said : 

But the function of education in national development in the considered view 
of a growing number of economists, and  I happen to  be one of them, does 
not end with the  contribution it  makes to  a nation's labour  skills. Its  role is 
even more  crucial and decisive. There  is indeed a striking concordance between 
the amount of national income which a  country invests in  its educational 
system, and  the rate at which  that  national income grows. In  countries as far 
apart and diverse as Sweden and Japan, Germany and Mexico, the  USSR and 
Israel, Czechoslovakia  and Ghana, there seems to be more than an accidental 
or coincidental force at work  linking high rates  of educational investment and 
high rates  of national income growth. Equally  a  low rate of educational 
investment, such  as is prevalent  in India, Brazil, Greece,  Ethiopia,  Syria  and 
Pakistan, for example, seems  to  be accompanied by a low rate of national 
income growth. Thus,  there  is a strong historical presumption that  the key to 
growth is the  rate at which  the  educational investment of a country progresses 
or regresses. 

Trinidad and Tobago must continue to make the investment needed in 
education or face the difficulties consequent upon failure. The Plan seeks 
to ensure that what is invested is efficiently spent . (Draf t Educatio n Plan 
for Trinidad & Tobago , 1968-1983 , p.6 ) 
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Activity 1 

1. What  is the connection being made between investment in  education and 
economic growth? 

2. Is  it right to  assume that  the  relationship between  educational expenditure 
and economic growth operates in the same way in both developed  and 
developing countries? 

3. In  the 1960s  and today has  it sometimes  been  assumed that in  order to 
develop, poorer  countries simply have to  follow the  strategies of the 
developed countries? 

Remember that the  developing countries of the world sometimes have 
production structures  that are  externally dependent and they may depend on 
single commodities with  unstable prices. 

Instruction 2 

Study th e Tabl e i n Bo x 2 . 

Box 2 
Table 1.1 . Educational Enrolment s 
1950 , 1 9 6 0 an d 196 6 

Educational 
enrolments 

Total, all  less-
developed 
countries 

1. All three levels 

2. Firs t level 

3. Second leve l 

4. Third level 

19S0 
1000s 

79,444 

70,262 

8,108 

1,074 

1960 
1000s 

146,567 

125,502 

18,638 

2,427 

Source: UNESCO Statistical Yearbook, 196 8 

in Less- Developed Countrie s Combined : 

Increase 
1950-1960 

Total 
increase 
% 

84.5 

78.6 

129.9 

126.0 

Average 
annual 
rate of 
increase 
% 

6.3 

6.0 

8.7 

8.5 

1966 
1000s 

218,381 

180,040 

33,774 

4,567 

Increase 
1950-1960 

Total 
increase 
% 

49.0 

43.5 

81.2 

88.17 

Average 
annual 
rate of 
increase 
% 

6.9 

6.2 

10.4 

11.1 
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Activity 2 

1. What  rate and pattern of  educational 

2. Does  this  reflect the 

expansion is 

experience of  your country? 

Consider the need for more  high level skills 
transformed. 

evident 

if these economies 

in the 1960s? 

have to  be 

Instruction 3 

Read Bo x 3 . 

Box 3 
The nationa l economies in the countries o f "earl y growth" 
succeeded i n par t becaus e they wer e consolidated a t the sam e time as 
the world marke t expanded , so that thes e countries cam e to occup y th e 
leading positions i n the syste m of internationa l domination . From thi s 
scheme i t i s evident tha t "earl y development, " althoug h a  very broa d 
and imprecise term, is significantly differen t fro m wha t has occurred i n 
Latin America. 

It ha s been assumed that th e periphera l countries would hav e to repea t 
the evolutio n o f the economie s o f the centra l countries i n order t o 
achieve development. Bu t i t is  clear tha t from it s beginnin g the capitalis t 
process implie d an unequal relatio n between the centra l an d th e 
peripheral economies . Many "underdeveloped " economies -  fo r example , 
those o f Lati n America -  wer e incorporated int o th e capitalis t syste m as 
colonies and late r as national states , and they hav e stayed i n th e 
capitalist syste m throughout thei r history . They remain , however, 
peripheral economies wit h particula r historica l path s when compare d 
with centra l capitalis t economies . 

Cardosa an d Falett o Dependency  and Development in  Latin America 
(University o f California Press , 1979 ) p . 23 
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Activity 3 
1. 

2. 

3. 

What is meant by central and 

How do peripheral economies 

peripheral 

differ from 

Does your country display characteristics 

economies? 

central economies? 

of a peripheral economy? 

Summary 

Key point s t o consider : 

1. Modernisatio n theor y refer s t o a  school o f though t permeatin g 
economics, sociology , an d socia l psycholog y whic h promote d th e ide a 
that developin g countrie s simpl y hav e to cop y th e strategie s o f th e 
developed. The newl y developin g countrie s simpl y ha d to follo w th e pat h 
of developmen t whic h th e mor e develope d ha d followed . The riche r 
countries wer e assumed t o hav e 'arrived' . 

2. Huma n Capita l theor y i s par t o f th e famil y o f modernisatio n theory . I n 
the 1960s , an economis t b y th e nam e o f Theodor e Schult z produce d 
research which showe d stron g positiv e correlatio n betwee n educationa l 
expenditure an d economi c development . H e argued tha t educatio n doe s 
not onl y improv e th e individua l choice s ope n t o individuals , bu t tha t a n 
educated populatio n provide s th e typ e o f labou r forc e necessar y fo r 
industrial developmen t an d economi c growth . Many developin g countrie s 
have come t o understan d tha t th e benefit s o f educationa l expansio n ca n 
be very elusive . Firstly , the actua l conten t an d deliver y o f educationa l 
programmes hav e to b e appropriat e t o culture , context an d history . Thi s 
is no t easil y achieved . Also educatio n doe s no t b y itsel f remov e 
structural feature s o f underdevelopment . 

3. Th e quotatio n b y Cardos o an d Falett o i n Bo x 3  i s representative o f th e 
Dependency Schoo l which argue s fo r a n understandin g o f the uniqu e 
characteristics o f developing countries a s a prerequisite fo r an y 
development strategy . Dependenc y theorist s emphasise d tha t th e riche r 
countries wer e undevelope d a t on e tim e bu t the y wer e neve r 'under ' 
developed. The colonia l experienc e o f a  lot o f poo r countrie s lef t legacie s 
of economi c structur e -  foreig n tastes , monocrop, dependence o n 
imports, export dependence , dependence o n foreign capital , enterpris e 
and technology -  al l o f whic h prov e ver y difficul t t o dismantle . 
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SECTION 2 

At th e en d o f thi s sectio n participant s shoul d b e abl e to : 

1. Explai n the meanin g o f structura l adjustment ; 

2. Identif y th e philosoph y behin d structura l adjustmen t policies ; 

3. Identif y th e effect s o f structura l adjustmen t policie s o n educationa l 
financing i n Caribbean countries . 

Background 

In the 1970s , due t o th e oi l pric e shocks , a large numbe r o f developin g 
countries experience d crisi s i n thei r economies . The IM F (Internationa l 
Monetary Fund ) an d Worl d Ban k len t countrie s mone y unde r stric t 
conditionalities. Thes e conditionalitie s enforce d a  type o f adjustmen t an d a 
speed o f adjustmen t whic h experienc e ha s show n a s ill-conceived , i f no t 
highly unfair . The effec t o n educationa l financin g durin g thi s perio d ha s 
been highl y destructive . 

Instruction 4 

Read Boxe s 4  an d 5 . 

Box 4 

The main argument o f the typica l IMF/Worl d Ban k structura l adjustmen t 
package rests on the belie f that i f governments reduc e thei r interventio n 
in the economy, and decisions are left t o marke t forces , all things wil l 
eventually fal l into place and there wil l be no interna l or externa l 
disequilibria. The movement o f resources to thei r bes t use s will optimise 
social welfare. A conviction tha t th e marke t i s the bes t guide to decisio n 
making and al l human beings have the sam e materialist value s and reac t 
the sam e way in all societies ar e common assumptions i n al l structura l 
adjustment programmes , regardless o f where they ar e bein g 
implemented. 

From an article by Rames h Ramsaran in Structural Adjustment  Education, 
ed. John La Guerre, 1994 , p.2 0 
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Box 5 
A structural adjustment programm e i s a type o f polic y refor m which is 
espoused by multilatera l internationa l organisations , such as the 
International Monetary Fund , the Worl d Bank , its affiliates and the dono r 
community. Structura l adjustment ma y be defined a s a complex se t o f 
multilevel organisational and interorganisationa l intervention s wit h 
multiple goals and objectives, a wide range of publi c an d private secto r 
organisations and organisational actors , with man y intende d an d 
unintended consequences . 

From articles by Kha n Jamal, Structural Adjustment  Education,  ed. John La 
Guerre, p. 88 

Activity 4 

1. What  kind  of economic ideologies are  at the  root of  the  IMF and World 
Bank policies? 

2. Give  examples of  the wide ranging  effect of these  policies for any  country 
with which you are familiar. 

Instruction 5 

Read Bo x 6 . 

Box 6 
A major par t o f adjustment programme s involve s the mountin g of wide-
ranging reforms aimed at bringing about improvement s in the performanc e 
and task orientation o f public organisations. Well-known reform strategie s 
include streamlinin g and improving public secto r management , partia l o r 
complete divestment , liquidation o r closur e o f publi c enterprises , 
decentralisation, and strengthening o f the privat e sector . 

Jamal Khan, p. 89, op. cit. 
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Activity 5 

1. What  kind of managerial  ideologies were  part and  parcel of the  IMF and 
World Bank? 

2. Give  examples within  your country  of  advances towards  accountability 
efficiency divestment, privatisation. 

3. Are  these managerial  approaches desirable? 

IMF conditionalities alway s attempte d t o leve l the playin g field  bot h 
nationally an d internationally . Al l restriction s o n foreig n trad e wer e removed . 
All government marke t intervention s internall y wer e resisted . Competition , 
accountability an d sel f suppor t wer e the yardstick s b y whic h al l 
organisations ha d t o live . The mi x o f policie s use d acros s th e glob e b y th e 
World Ban k an d th e IM F included : 

• currenc y devaluatio n 

• reduce d publi c expenditure s 

• reduce d subsidies , especially t o consumer s 

• reductio n o r eliminatio n o f pric e control s 

• revise d trade policie s intende d t o encourag e export s 

• revise d fiscal , especially tax , policie s intende d t o increas e governmen t 
revenue 

• ne w o r increase d use r charge s fo r publi c service s 

• privatisatio n o f bot h enterprise s an d socia l service s 

• institutiona l reform s require d t o implemen t thes e policie s 

Instruction 6 

Read Boxe s 7  an d 8 . 

Box 7 

The marke d decline i n the qualit y o f education, and the grave 
implications fo r huma n resource developmen t bega n to emerg e i n th e 
late 1970 s and accelerated i n the 1980s . The nexu s of high studen t 
attrition, absenteeism an d grade repetitio n hav e resulted i n low overal l 
completion rates . The trend sinc e 198 2 reveal s that a  large percentag e 
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of students who finish Grade 6 , possibly as many as 50 pe r cent, may 
be considered functionally illiterate , insofar as they read simple texts 
with extreme difficulty . A particularly disturbing aspect of student 
attrition revealed by the Survey of Living Conditions is the fact that 1 0 
more boys than girls dropped out of school by the time they had 
reached 1 9 years of age. It was found that two thirds of the drop outs at 
primary level are boys, and half of the males who leave school do so in 
the first half of secondary school , while only 45 pe r cent of females 
leave so early. This phenomenon was described as 'highly unusual 
compared to mos t other countries in the world. 
Kari Polanyi Levitt, The Origins and Consequences of  Jamaica's Debt  Crisis, 
1991, p.53 . Consortiu m Graduate School of Social Sciences 

Box 8 
Even if the required government reduction in public spending on 
education, as well as on other public goods, was ultimately no t 
successful, we argue that the adjustment proces s itself produced a 
negative effect on the shap e and quality of Costa Rica's public 
education, at least at the secondary level . The attempt to hold down 
salaries and teachers' reaction had important negativ e implications for 
education expansion at the secondary level and special consequences for 
the distribution o f education in the Costa Rica n population. Access to 
higher levels of schooling for lower socio-economic clas s children 
became more restricted and different tha n in the past , and the general 
tenor of Costa Rica's human resource development changed . The 
policies also evoked a highly negative response in the form of lower 
teacher and parent morale. Therefore, the end result of the decisions 
made by successive governments was that costs of education were only 
somewhat contained but that secondar y school enrolment and quality, 
closely associated with the democratisation of Costa Rica n education, 
also never recovered from the impact of the crisis a decade earlier . 

Martin Carnoy and Carlos A Torres in Coping with Crisis, Austerity Adjustment 
and Human Resources,  ed . Joel Samoff. Cassell, 1994, p.65 (UNESCO ) 

Activity 6 
1. What  was the  effect on education of  the IMF and World Bank policies in 

Jamaica and Costa Rica? 

2. How  was educatjonal financing in your country affected during this period? 
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Summary 

In general, post 197 0 IM F and Worl d Ban k policie s wer e frequentl y ill -
conceived an d whe n impose d le d t o cut s i n educationa l expenditure . 

Tilak (1997 ) make s som e observations. 1 

1. Firstly , the quality of  education  gets  traded off  for quantitative  expansions  i.e . 
cuts mad e i n staffin g an d material s whil e provisio n migh t increase . 

2. Equity  is  traded off  for  quantity  Schoo l place s migh t increas e bu t les s 
specific provision s fo r th e poor . 

3. Mainly  middle  and upper-income  groups benefit,  eve n a t th e expens e o f th e 
sector relatin g to mas s education . Investmen t prioritie s generall y shif t 
from primar y education , adul t educatio n an d othe r mas s educatio n 
programmes t o highe r education . The elite s benefi t fro m suc h a  shift . 

1 Tilak, J BG, The effects of adjustment on education: A review of the Asian experience', 
Prospects, Vol . XXVII, No.1, March 1997 , pp. 85-107. 
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SECTION 3 

At th e en d o f thi s sectio n participant s shoul d b e abl e to : 

1. Trac e the evolutio n o f th e Huma n Developmen t Paradigm ; 

2. Explai n the mai n pillar s o f thi s ne w paradigm ; 

3. Asses s the implication s fo r educationa l financin g o f th e Huma n 
Development Paradigm . 

Background 

During the 1990 s th e commitmen t t o huma n developmen t ha s bee n mad e 
specific -  an d linke d t o tim e boun d target s -  i n the declaratio n an d plan s o f 
action adopte d i n majo r globa l conference s on : 

Children 199 0 

Education fo r al l 199 0 

Environment an d sustainabl e developmen t 199 2 

Human right s 199 3 

Population an d developmen t 199 4 

Social developmen t 199 5 

Human settlement s 199 6 

Food securit y 199 6 

In addition, 1987-199 7 wa s declared th e Decad e fo r th e Developmen t o f 
Culture b y th e Unite d Nation s an d the decad e 1997-200 7 ha s bee n 
declared th e Decad e fo r th e Eradicatio n o f Poverty . The Unite d Nation s 
Development Programm e ha s begu n t o publis h a n annual Huma n 
Development Repor t whic h rank s countrie s o f th e worl d accordin g t o a 
human developmen t index . This inde x factor s i n item s suc h a s health , 
education, transport , housin g an d politica l freedom s t o complemen t th e 
traditional economi c indicators . 

Activity 7 

1. From  this  brief list  given immediately above, what concerns seem dominant 
in the 1990s  and beyond? 

2. How  do these concerns compare with the 1960s  and late 1970s  and 
1980s? 
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Instruction 7 

Read Bo x 9 . 

Box 9 
According to one view, development is a process of economic growth, a 
rapid and sustained expansion of production, productivity and income 
per head (sometimes qualified by insistence on a wide spread of the 
benefits of this growth). According to the other, espoused by UIMDP's 
annual Human Development Repor t and by many distinguished 
economists, development is seen as a process that enhances the effectiv e 
freedom of the people involved to pursue whatever they have reason to 
value. This view of human development (i n contrast to narrowly economic 
development) i s a culturally conditioned view of economic and social 
progress. Poverty, in this view, implies not only lack of essential goods 
and services, but also lack of opportunities to choose a fuller, more 
satisfying, more valuable and valued existence. The choice can also be 
for a different styl e of development, a different path , based on different 
values from those of the highest income countries. The recent spread of 
democratic institutions, of market choices, of participatory managemen t 
of firms, has enabled individuals and groups of different cultures to 
choose for themselves. 

Our Creative Diversity,  UNESC O 1995 . Report of the World Commission 
on Culture and Development, p. 22 

Activity 8 

1. How  does the view of development advocated by the Human Development 
Report differ from that of earlier economists? 
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Instruction 8 

Read Bo x 1 0 

Box 10 

On som e aspects o f the Huma n Developmen t Paradigm , there i s fairly 
broad agreement . 

• Developmen t mus t position peopl e a t the centr e o f it s concerns . 

• Th e purpose o f development i s to augmen t al l human choices, no t 
just income . 

• Th e Huma n Developmen t Paradig m is concerned bot h with buildin g 
up human capabilities full y (throug h a n enabling framework fo r growt h 
and employment) . 

• Huma n development ha s four essentia l pillars : equity, sustainability , 
productivity an d empowerment. I t regard s economic growt h as 
essential bu t emphasise s the nee d to pa y attention to it s quality an d 
distribution, analyses a t lengt h it s lin k with huma n lives and question s 
its long-term sustainability . 

• Th e Huma n Development Paradig m defines the ends o f developmen t 
and analyses sensible options fo r achievin g them. 

Mabbub-ul Haq , Reflections on Human Development, Oxford Universit y 
Press, 1995, p.2 1 

Activity 9 

Explain the four pillars of  the  Human Development Paradigm. 

Instruction 9 

Read Bo x 11. 

Points to consider: 
With gender , environment , povert y reductio n an d cultur e squarel y o n th e 
agenda, education mus t ai m a t inclusio n o f al l groups an d includ e learnin g 
from cradl e t o grav e a s well a s encourage participatio n fro m al l stakeholders . 
This wil l definitel y hav e implication s fo r th e qualit y an d sprea d o f 
educational financing . 
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Box 11 

PRINCIPAL ELEMENT S O F THE FRAMEWOR K FO R ACTIO N 

Coals an d Target s 

Countries ma y wish to se t thei r ow n target s fo r th e 1990 s i n term s 
of th e followin g propose d dimensions : 

1. Expansio n of early childhood care and developmenta l activitie s -
including family an d community interventio n -  especiall y fo r poor , 
disadvantaged an d disabled children . 

2. Universa l access to, and completion of , primary educatio n (o r 
whatever highe r leve l of education i s considered "basic" ) b y the yea r 
2000. 

3. Improvemen t i n learning achievement suc h that a  given percentage o f 
an appropriate ag e cohort (fo r instance , 8 0 pe r cen t o f 14-yea r 
olds) attain s or surpasse s a defined leve l of necessar y learnin g 
achievement. 

4. Reductio n in the adul t illiterac y rat e (th e appropriat e ag e group t o 
be determined i n each country) to , for instance , one-half it s 199 0 
level by the year 2000 , with sufficien t emphasi s o n female literacy t o 
significantly reduc e the curren t disparit y betwee n male and female 
illiteracy rates . 

5. Expansio n of basic education and training in other essentia l skill s 
required b y youths an d adults, with programm e effectivenes s 
assessed in terms o f behavioura l changes and impac t o n health , 
employment, and productivity . 

6. Increase d acquisition b y individual s an d families o f the knowledge , 
skills and values required fo r bette r livin g and sound, sustainable 
development throug h al l educational channel s (includin g mass media 
and other form s o f modern and traditional communication ) an d 
social action, with effectiveness assesse d in terms o f behavioura l 
change. 

Errol Miller , Education for All:  Caribbean  Perspectives and  Imperatives.  IADB , 
Washington DC , 1992 , p.11 
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Activity 10 
1. Thes e goals came out of the Conference on Education for All in 1990 in 

Thailand. How  do these goals conform to the  four pillars of  the Human 
Development Paradigm? 

2. How  would an emphasis on  human development affect the pattern of 
school financing in your country? 

SECTION 4 

At th e en d o f thi s sectio n participant s shoul d b e abl e to : 

1 . Describ e th e concep t o f globalisation an d demonstrat e th e effect s o f 
globalisation o n developin g countries ; 

2. Explai n th e impac t o f informatio n technolog y o n production , trade an d 
commerce; 

3. Asses s the implication s fo r educationa l financin g o f globalisatio n an d th e 
new informationa l economy . 

Background 

Over th e las t two decades , under th e influenc e o f th e IM F and Worl d Bank , 
free marke t economi c policie s hav e bee n the dominan t paradigm . Th e 
removal o f trad e barrier s acros s nationa l boundarie s ha s bee n a  top priorit y 
of th e IM F and Worl d Bank . This ha s mean t tha t loca l producer s i n an y 
environment mus t b e equippe d t o fac e foreig n competitio n an d t o compet e 
in foreign markets . 

This tren d t o globalisatio n ha s bee n intensifie d b y som e othe r change s i n 
technology whic h hav e impacted powerfull y o n productio n an d trade . 

Manuel Castell o (1993 ) describe s th e emergin g worl d econom y a s an 
'informational economy ' an d define s fou r ke y characteristics . 

1. Th e firs t featur e o f thi s econom y i s that 'source s o f productivit y an d 
economic growt h ar e increasingl y dependen t upo n th e applicatio n o f 
science an d technology , a s well a s upon th e qualit y o f informatio n an d 
management, i n the proces s o f production , consumption , distributio n 
and trade' , p. 15. 
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2. Th e secon d featur e o f th e ne w world econom y i s the shif t fro m materia l 
production t o informatio n processin g activities . 

3. Th e thir d featur e i s the shif t fro m standardise d mas s productio n t o 
flexible customise d productio n an d from verticall y integrate d larg e scal e 
organisations t o vertica l disintegratio n an d horizonta l network s betwee n 
economic units . 

4. Finally , these economi c an d organisationa l transformation s i n the worl d 
economy tak e plac e simultaneousl y wit h th e revolutio n i n informatio n 
technologies (micr o electronics , informatio n an d telecommunications ) 
around whic h a  constellation o f majo r scientifi c discoverie s an d 
applications (i n biotechnology , ne w materials , lasers , renewable energy , 
etc.) i s transforming the materia l basi s o f ou r worl d i n fewer tha n twent y 
years. 

Instruction 10 

Read Bo x 12 . 

Box 12 

A transition from an economy protected from competition to an 
economy that accepts and promotes competition has significant 
implications, first, firms are obliged to allocate resources more efficientl y 
to increase productivity. Second, domestic firms, when forced to compete 
internationally, have to develop and mature technologically an d 
managerial. Third, a more competitive economic environment is more 
sensitive and vulnerable to changes in demand for types and quality o f 
products. As a consequence, it will be more difficult to predic t which 
skills will be needed in the future and for how long. These factors 
necessitate a more mobile work-force that is flexible in adopting new 
skills. 

Wad D Haddad, 'Globalisation of the economy: the implications for 
education and skill formation' Prospects,  Vol. XXVII, No.1, March 1997 , 
p.36 
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Activity 11 

1. 

2. 

3. 

How does the  business environment  of a country change 
barriers are  removed? 

What responses are  required from local producers? 

What implications are  there for 
educational financing? 

the work-force and cons 

when protectionist 

equently for 

It i s clear today tha t th e huma n resourc e i s of paramount importanc e an d 
knowledge i s the critica l skill . This heighten s the rol e of education. 

Instruction 11 

Read Boxes 1 3 an d 14 . 

Box 13 

In the past comparative advantage was a function of natural-resources 
endowments and factor proportions (capital-labou r ratios) . Cotton was 
grown in the American South because the climate and soi l were right. 
Slavery provided abundant labour. Cotton was spun in New England 
because it had the capital to harness available waterpower. Each industry 
had its natural location. 

Consider what are commonly believed to be the seven key industries of  the next 
few decades -  microelectronics,  biotechnology,  the  new materials industries, 
civilian aviation, telecommunications,  robots  plus  machine  tools,  and 
computers plus software.  All are brainpower industries . Each could be 
located anywhere on the face of the globe. Where they will be located 
depends upon who can organise the brainpower to capture them. In the 
century ahead comparative advantage will  be man-made. 

Since technology lies behind man-made comparative advantage, research 
and development become s critical. In the past the economic winners 
were those who invented new products. The Britis h in the nineteent h 
century and the Americans in the twentieth century got ric h doing so. 
But in the twenty-first centur y sustainabl e competitive advantage will 
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come much more out o f new process technologies and much less out o f 
new product technologies . Reverse engineering has become an art form. 
New products can easily be reproduced. What use d to be primary 
(inventing new products) become s secondary, and what use d to be 
secondary (inventin g and perfecting new processes) become s primary. 

Lester Thurrow, Head to Head. Willia m Morrow &  Co . Inc., NY, p. 45 

Box 14 

Firms have to be able to use new computer-based CAD-CAM technologies, 
employ statistical quality control, manage  just-in-time inventories, and  operate 
flexible manufacturing systems. Information  technologies have  to be integrated 
into the entire production process, fro m initial designs through marketing to 
final sales and supporting services such as maintenance. To do this 
requires the  office, the  factory, the  retail store, and  the repair service to have 
average workers with  levels of  education and skill that they have never had to 
have in the past. To employ statistical quality control, every  production worker 
must be taught some simple  operations research.  T o learn what must be learnt, 
every worker must have a level of basic mathematics that i s far beyond 
what is achieved by most American high school graduates. Without 
statistical quality control , today's high-density semiconducto r chips 
cannot be built. They can be invented, but they cannot be built . 

Lester Thurrow, op. cit. 

Activity 

1. 

2. 

3. 

4. 

Which 

12 

are the key industries of  the future? 

Why are they called brain-based industries? 

How is information technology being integrated into 

How can information technology affect management 

production? 

and organisation? 
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Instruction 12 

Read Bo x 15 . 

Box 15 

First are the moder n problem-solvin g skill s required t o pu t thing s 
together i n unique ways (b e they alloys , molecules, semi-conductor chips , 
software codes , movie scripts , pension portfolios o r information ) . . . 

Next are the skill s required to hel p customers understan d thei r need s an d 
how those need s can bes t b e met b y customised product s . . .  selling and 
marketing customised product s require s havin g intimate knowledg e o f a 
customer's business , where competitive advantag e ma y lie , and how i t ca n 
be achieved. The key i s to identif y ne w problems an d possibilities t o 
which the customise d produc t migh t b e applicable. The ar t o f persuasio n 
is replaced by the identification o f opportunity . Third are the skill s 
needed to lin k problem-solvers an d problem-identifiers . Peopl e in suc h 
roles mus t understan d enoug h abou t specifi c technologie s an d market s 
to se e the potentia l fo r ne w products , raise whatever mone y i s necessar y 
to launc h the project , and assemble the righ t problem-solver s an d 
identifiers to carr y i t out . 

Robert Reich , The Work of Nations 

Activity 13 

1. Discuss  the  range of skills required by the 

2. What  does this  suggest for the  provision 
quantity? 

work-force. 

of education both in quality and 

Summary 

The ris e o f th e ne w informationa l econom y onc e mor e make s educatio n 
a primary concer n fo r economi c growt h an d development . I n fact th e 
connection betwee n educatio n an d developmen t whic h prevaile d i n th e 
1960s i s now stronge r tha n ever . I t i s now asserte d b y writer s lik e Rober t 
Reich an d Michae l Porte r tha t educatio n determine s th e possibilitie s fo r 
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development i n the moder n era . 
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