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ABSTRACT

\

Bl The idea that inherited and acquired capabilities (knowledge and
skills) possessed by workers éonatituca capital in the same sense as
material capital (e.g., money, land) was reintroduced to neo-classical
economics by the American economist Theodore William Schultz in 1960 .
and has had a revolutionary effect upon educational ideology, policies,

.

curricula, pedagogy, and organizational structure in North America,
.

Western Europe, and much of the Third World. Human Capifal Théory, as
developed and fé{mulaced'by‘Schulcz, posits that both the quantity and
quali;y of human capital are dependent upon several facto;s, such as
standard of health, availability and mobility of labor, on-the-job
training, and education. |

* Education, according to Schultz, is the one factor of which indi-
Qiduals in modern industrialized capitalist countries have not chuired
enough in order to maximize their productive capabilities (and hence,'.
;heir income); and it is one of several factors of ﬁuman capital which is
grossly underdeveloped éy much of the Third World. This idea, like the
"pont-indusirial" society theory in sociology,yanlerts that since World
War II, there have b;en,revolutionary changes in technolbgy resulting
in a drastic reduction and eventual elimination of unskilled occupations,
:ccompanied by a ptoleerat;on of new and up-graded OCCUPati;ns requiring
workers with sophisticated scientific and'technological skills. The
demand for highly educated workers was thought to be infinitely elastic,
riging ever faster than the supply. . |

‘

T~ Human cdﬁital theory,dtherefore, shifted the traditionnllemghaqil
on physical capital.hccumulatiqn to human capital formation for individual

1Y

and national economic growth. Human capital theorists, like their counter-

-
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.

parts in sociology, the technol;gical funééionlliltl, c;lled upon '
goveruments and educlts;l to implement changes 1n educakional ideology,
policy, curricu}a, pedngoky, and organizational structure s0 that aystems
of public education could funétion,mor? effectively and efficiéntly in
deeting the "needs,' of a modern industrialized society -- as well as
competing more effectively with the Soviets. Individuals and socief;
should, :hun,.inveat in more and better quality schooling in order to

® . ;
increase human capital accumulation, so that both would realize increased

income from greater prbduct_i\)ity. ‘
The emphasis placed upon the development of human capitel (to

générate%a stream of income and greater productivity benefitiné both the
individuals themselves and society as a whole) gained popularity on a,
was#s level during the early 1960's as a panaces for many social illg -~

including ﬁbverty and gross social inequality -- and renewed fatth in

democracy.
In this thesis, we attempt to show the theoretical and empirical

inadequacies of human capital theory and to unveil the ideological under-

pinnings of it. It is our contention that human capital theory has served

to obfuscate the class structure of capitalist society. . .
- . Q

The relationship between education, accupation, and labor income

from the human capital perspective, as specified by the rate~of-return -
analysis ahd various neo-claalicalj;cononic nligmg;ions,*dependl, ultimately,
on the supply and demand of both labor and job;; nlthoughhgdnlnigapitll
theory i» primarily a cuppf} theory (of labor). We.have demonstrated that
high levels of human capital in capitalist sacieties déeu not necessarily
mean it can be productively employed. It is not the inadequacies of indi-

viduals that are responsible for their unemployment, but rather <he

structure and dynamics of labor markets in capitalist societies. Human

-
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oapital does not guarantee one a competitive rate of return, unless it
. P .
is scarce and in high demand. Human capital has not superceded physical
> w

E;pitnl as the primary source of wealth and power. Very few workers

lre,!elf-employeq. Employment is still subject to the power of capitalists.

A
The nature of the changes which have occurred in the edueational
¢

system reflects the need for hierarchical differentiation of individuals
‘ -
in the labor force. The increased stratification and differentiation

of schools by €§pe and level facilitates the efficient allocation of
\V

individuals into the highly stratified, segmented labor markets.

-~

Rather than workers requiring more and better quality schooling
- ,
for job adequacy in a knowledge/skill-intensive occupational structure,
we conglude that the primary ration;ie was a need for a more overt '
socialization for the job market, which was becoming i1ncreasingly deskilled,
. bureaucratic, alienating, and boring; as well as allowing differences
in education, which became much more differentiated in type and level

.
during the 1960's, to continue to be a primary basis for differential
allocation in the occupational structure, and hence, maintaining socio-
economic inequality and the continuation of a class society,

In addition to providing certification fo; allocation to the labor .
force, the educational system serves to stabilize the status quo, ?
reproduce ghe class system, and to legitfhize it by socializing individuals
to accept their place in society. Rather than serving the needs of the

non-elite, schooling serves the needs of the elite. Thus, it 1s the

reproduction of the class structure which sets the limits of educational

v

policy and reform.
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CHAPTER 1

INTRODUCTION

Public systems of schooling for all children in a society

1s a relatively new concept in human history. Not only is it new,
it is controversial./'Rather'than developing consensus on the role
and function oﬁ'pupLiF systems of schooling, educators seem to be
more divided now than éver on its purpose. Heated debate and dis-
sention seems to be accepted as part of the process of developing
educational policies. That debate carries over into the political
arega when local, provincial, ;tate, and federal governments are
involved in the administration agd/or funding of these public systems
of\schooling. o

* The purpose of this study is to examxne and explaln the maJor

-

dhxfts in educational policies during the period 1945-1980. There_ﬁ
are broad similarities in these shifts across North America, Western
Europe, and much of the Third World. In particular,.it is the sudden”
and explosivé expansion of bbth the public systems of education and
educational participation at all levels of schooling whxch will be
examxned and explained. In the words of Karabel and Halsey (19773:12),
"(t)he rate of growth of educational systems after World War 1I dwarfed
even the earlier lurch of European soqieties in the nineteenth c_e\:n:ur}’r'~
into universal primary education."

Both the scale qu pattern of this educational change have been
the subject of study by soc;ologists, econqmilt;, and other soéiar

scientists. In fact, a vigorous debate concerning the explanation of"

the pobt—World:War II educational expansion, particularly in the Westemn



industrialized cdpitalist c&untrigs, has been going on among social
scienpiata of different theoretical persuasiohé. Technical-functionalist,
Weberian, heé-Weberian; Ma;xinﬁ; neo-Marxist, and huﬁan capital theorists
have located the causes of this change in different forces and charac-
teriuggéd‘of“contemporery.induatrial capitalism. But ha§ social science
‘theorizing about education played any discernible role in the expaﬁsion
of educational systems, perhaps by providing social scientific rationale
for expansionist policies? This question, it seems, has not received
sus tained atténtion. It seems highly appropriate to ask how social
s;ience knowledge of education, particularly since WorId War II, has
influenced changes in education which have ‘occurred in Western industrial-
ized capitalist countries as well as in the underdeveloped countries.
Although this phenomemon cannot be explained entirely by one
factor alone,‘it is poaited éhag the developmehtAand subsequent ac-

ceptance of human capital theory by economists, and soon after by

educators and politicians, has had 6verwhe1ming influence in precipitgting
a major shift in educational policies during the late 1950's. Further-
more, this was reinforced by the dominanég of technological functionali;m'
in sogiology and its influence on soéiologists and educators;‘and in .
particular, Ey the dominance of the technical;funétion theory of educatien.
N ,

Thus, human capital theory and the technical-function theory of education
developed within the par#digm of functiomalism, which was the dom%nant
péradigm encompassing‘all the social sciencéq iﬂ the Uﬁited States,
Canada, France, Germany, Scandinavia, and Japan (Karabel and Halsey, 19773:4)..

~ The majprvah;ft in educational policies during the late 195Q's |
and early 1960's can be conceptualized in cerms‘of a rejeétioh of

elitist education and conservative philosophy and the movement towards



modern liberalism and "mass" education. The rénsons for this shift

are multiple and complex. Two mnjor!fgctors which se; thé stage for

. this developmeﬁc are the post-World War II baby boom and the "Sputnik
Asyndrome" of the Cold War. However,lit is posited that "...sociology .
provided a convincing theoretical rationale fo( the expansion and
differeﬁtiation of education..." an: human capital theory prdVided

the economic rationale for increased educational investment ;nd
"...exerted a ébnsiderable influence not only in the academy but

also on the development of educational systéﬁe throdéhout‘che world"
(Karabel and Halsey, 1977B:11-12). This thesis focuses on the theoretical

\

This thesis is a historical one in the sociology of knowledge

character of this ratiomale.

tradition utilizing the socioiogy of sociology approach to explain

the development of human capital theory and its subsequent influence
on education and public policy in -most capitalist countries, both
developed and underdeveloped.

Thus, knowledge of the social and historical context is a

necessary part of the explanation. The framework employed is that of

3

.critical, conflict sociology, because we feel that by_fdcgsing on
conflict better explanations of social ‘reality are gained than by
focusing on-ponsensu;. ?herefore, we reject the funqtionaliéé frame-
" work which is based on value coﬁaenSuh and social ha;m&ny.

- in rejecting the functional@af,frameW9rk, we also reject the
not&on that social science is or ever can ﬁe:value-fgéelgr neutral;
" The \values underlying this study are not veiled. Unlike many r;ther

naive functionalists of the 1950':,1 there is no delusion here that

the approach used, let alone this study in particular, will solve any



" problems on the level of praxis. However, critical assessment using

the historical, comparative approach is a po&arful tool for understanding

T
.~

social reality."We‘are a product of our past; and although we may be
ignorant of it, 'we cannot escape its influence.

The purpose of this thesis is to understand why and how we are
at the present state of affairs in education. Although ideoloiécal
currents and conflicts ;re a factor in this process, the iptent of
the thesis is to illustrate the need for a meta-theoretical ayﬁthesis.

with possibilities for praxis rather than a purely ideological social-

action approach.

The limitations of the thesis derive primarily from the fagt
téat this is an information~rich field of inquiry. Theoretical and
empirical research in economics and sociology has a long, rich history.
Educational_research, though much more rééent, ﬁasvgrown-in volumn and
importance since the 1930's. Karabel and H;iééy (i977§:1) rémark that
"(o)ver the last generation educational research has come from the
humblest originsg of the social séiences to occupy a central position
in sociologf, asd well as to receive coqniderable attention from ecomo-
mists, hist&fians, and anthropologists." n .

Consequently, the sheer volumn of lit;rature.ﬁakea it impoeaible-
for oné to deal with it all. Not only does one have to be selective,
but yecauie of thé plethora of dimensions to .the issﬁea,'it is virtually‘
impossible to be truly comprehenaivg.“ |

The huha. capital literature in economics is not only massive,
itJis'bplit into ?iffering'sub-schools. "It was necesaafy, therefore,

¥ : ) :
to deal with human capital theory as formulated by Theodore W. Schultz.

The Schultzian model of human capital theory was éhoogn because there



¢
is geneéral consensus among economists that Schultz is the founder of
the modern form of huﬁan capital theory.2 Since Schultz's announcement
of this theory in 1960, other economists have dé&eloped Vafianto'but
the Schultzian ﬁodel has remained dominant. Furthermore, it is the
Schult;ian model of human capital which has had great influence in
public policy formation around the world.u The fact that Schultz was
awarded the 1980 Nobel Prize in Economics for hislwork on'human’capital
theory is evidence of its importance.

Structural functionalism in sociology, and the technical-function
theory of educatioo in particular, has not been marked by internal
dxsaeno10n The theory of social stracxfxcatlon developed by Davis and
Moore (1945A) is the accepted theoretical foundat1on of thxe achool

Theoretical and emp1t1ca1 studies anchared in the techn1ca1—funct10n

_fheory of education tradltlon are plent1fu1 ~Consequently, .only some

r
v

of the well-known 11terature is used.

Becausebthis thesi..s\ draws iattentiori to the fact that human
caoitai,theory, and to a lessér extent the technical-fuﬁdtio& theory
of'educatioo; have had world-wide impaot onlsyltems of public schooling
and policy formation, 11terature other than the przmarlly American
mater;al is also used An attempt is made to discuss the Canadxan
situation and in broad general terms the situation.io Wesfetn Eufope~
and ohe fhird Wor}d. ;§§e too,~ic‘is impossible to deal with all the
literature. Literature was selected on the basis of it being both
vell-koown and reasonabiy thofough. |

\

In addition to the massive volumn of literature relevant to

this thesis, there is another limitation -- one which is more difficult

to deal with -- posed by‘the fact that "...the relation between



)

thought and political action is one of unusual if not ufprecedented
. e v @ o

contenzioﬁ" (Karabel anh'Hnlaey, 19778B:1) ”Our rejection of value-free
social science has alrea&y been manti;ned. |
The complexity of modern society makes it virtually impossible

for governments to develop ;oliciéo without relying on information
made av;ilable through social acienée research. The faet that much
of the social science research dealing with education is normative,
politics becomes a very important aspect of it. Even‘"empirical"
research is coiored by values ié that one's value-orientation determines
to a great extent what qﬁeotious.are pesed and what constitutes ''fact"

. Research has beeﬁ‘viewed bf both economists and soqiologiats
as Séing both useful and.important to public policy formation. The

use of such research for educational policy formation is no less

important. Schultz is very explicit about the fact that one of hts

main aims in conducting human capital research is to actively influence .

X . e

. . %

public policy formation. : 'y 4
<

~ Human capxtal research has xmportant policy
‘implications, as I shall show. v .

My purpase in this survey is to examine
some of the interactions between policy and
research with special reference to human cap-
ital. As I proceed, I shall attempt to ap-
praise the more important parts of this re-
search —- with a view to assessing the need
for additional work in this area that may be

uleful in makxng policy decisions...

'S

In short, then, the central purpose of my
:i8 to winnow the research oppor-
n the. area of human capital.
I‘yould like to 1dent1fy these
and rate them in accordance
ptential value of their contri-~
) private and public decisions,
" But I shg’ ttle for less because of the .
limitatiag ' my knowledge aﬁ!\because"wf.

*



the uncertainty of the nature of the advances
‘ in knowledge that can be achieved by means of
relegﬁ:h (Schultz, 1972A:1). ‘

In discussing the setting and scope of a survey Schultz con-
ducted, he remarked,

© (1)astly, and most importantly, I shall enter |
upon the research opportunities in substantial
detail...Because of the magnitude of our edu- .
cational activities, it i§ understandable that
it should be a major social question. Nationgl <
concern about this problem is bound to increasey”
especially 8o in congressional committees and in
public discussions pertaining to the allocation
of federal funds to education. (Schultz, 1972A:2;24).

Advances in research technology and quéntitative methodology

are considered positive, necessary developments by most social scientists,
not only in understanding social reality but for influencing public

, ' o . ,
policy with the intention of changing society. It %a not only Marxists

who state that the object is to change society, not_just to ‘understand
.3 )
it. ‘ ‘ .

Schultz (1972A:67;23-24) péovides.us with some insights into
this mencalifyzof change within the modern libeial perspective.

The research opportunities are now neatly
arranged in two lots. One is large with many
different policy issues on display, and the other
contains a few puzzles. In deciding how much to
pay for any of these offerings, it is the better
part of wisdom to make sure that the economist
who would be saddled with it is equipped to do it. .
Obsolescence has not been gentle in its treatment
of economists, as is clear from the recent changes
in the state of economics. Some of these advances
have already been considered, mainly in comnection

"with the various classes of policy issues. What
remains to be dome, therefore, is to consider some
of the additional properties of these advances in
analyzing the role of human capital in the economic
system and to present some of the hypotheses that

. have emerged.



Despite the progress in dealing with
social questions, it still is true that the
hallmark of economic analysis is egonomic
efficiency. It stands for rigorous analytical
workmanship when it is not encumbered by the
problem of equity, i.e., the distribution of
personal income. But it is seldom that the
realization of additional economic efficiency
is neutral in its effects upon the distribution
of personal income. As yet, the tradeoff choices
between efficiency and equity are not clearly
established, and when they become known the
choice that matters depends on the values that

* determine sdcial preferences. What is often
overlooked, however, is the fact that there
are policy choices where additional economic
efficiency will also contribute to the social
goal of reducing the inequality in the distri-
-bution of personal income. This is frequently
true in the area of human capital.

Human capital, like material capital, is a complex hetero-
geneous aggregate. It is éoncepthalized and quantified in temms of
gudlicx Jf labor. This aggrezaté human capital can be broker down
into separate factors, all of whicﬁ tequ{re investment in order to
develop the human capital. %:hultz (197}3:8)’c1&asifiea these sets
of factors as follows: formai schooling and higher educationm,
on-the-job training (specific and general), migration (labor mobility),
health (phjsical and mental); econamic information, personal distri-
b:tion of income, international trade, international movement of -
skilled per;ons, the.allocation of resources in the production of
educational services,‘ the effects of discrininaﬁion upon motivation
in school performance, tﬁe‘treatmenc of "educated labor" under the
production fhnc;iou, family planning, earnings foregone as part of

" the theory of clloca:ion of time, and research.
:Schuitz emphasizes the inadequacies in classical and neo-classical

vc;pital,theory whicﬁ'conceptuglizel material capital as homogeneous.

/
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ﬂ.since the early 1940's, Schultz has been actively seeking an explanation
for the sources of the gains in productivity in the United States
He became critical of the acceptance and use of homogeneous material
capital in ecofiomic growth models, and resurrected Irvfng Fisher'a
idea of an all-inclusive concept of capital which conceived of capital
as being vastly heterogeneous including both human and non-human form.
.
To underscore the importance of this expanded concept of capital,
Schultz (1971B:vii) remarks that "(i)f it were possible analytically
to aggregate Jll of the different formo of human capital, it would
_exceed by a wide margin all non-human capital."
Schultz and his followers have been primarily concerned with
the effects of education on human capital formltion, since there appears
to be adequate investment in health and labor mobility (migration) in
the United States. On—the Job traxnxng has been reaearched principally

by Jacob Mincer and this has been incorporated into the Schul tzi®

model of human capital developmen Canadian and Western European

hunan capital economists have, likewis®, concentrated their research

efforts on the reiationahip between educati .and human capital for-
mation (and correlatively betwe#n education an;\economic growth).
Emphasis on education as an imporﬁnnt investment fo;\hgyan capital
formation in Third ﬁorld countries is prevalent, but Schaigf warns
that other factors in human éapftal'd;velopnent which are tuﬁén.for
granted in developed countries, such as health and labor mobiliﬁ;;‘
are not adequately deve109e3= Thus, underdeveloPed.countriea require

v:invescmen: in many factors of human capital. Emphasis on education,
Qithout'th;-development of these other factors, is therefore a great
'miatnke;"ﬂowever, this tﬂesil,ﬁocunés on the factor of education.

-
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Attention is therefore drawn to the limitation of this focus alone
when discussing underdeveloped countries.
Schultz (1971B:vii) states that "(t)he thrust of my studies
has been primarily to clarify the investment processes and opportunities
that provide the incentive to fnvest in human capital.” He is concerned
with influencing economic thinking #o as to include human capital,
with influencing governments to develop economically rational and
‘efficient budgets and policies, as well as influencing individualL
in making economically rational and efficient decisions in the develop-
ment of their own human capital. These three elements run through most
of Schultz's work. He calls for an investment'approach to tackle
problems of both national (macro-) economic growth and individual
(micro-) economic growth. Although he feels that the investment
approach and micro~economic analysis can provide the tools for theoretical
and empirical advances én human capital theory, Schultz does not focus
solely on the micro-level. It would be a great mistake to assume
that Schultz's work is p;imarily micro-analytic, as he is equally
concerned with macro-economic growth and public policy. Schultz's
(Ibid, :4~5) own explanation of his investment approach is contained
in the following quotacibn.
An investment approach, I am convinced,
is required in thinking about economic growth.
In this approach the stock of capital is aug-
mented by investment, and the productive ser-
vices of the additional capital increase income,
which is the essence of economic growth. It is
a major step toward a general theory when all
investment resources are encompassed and allo-
cated in accordance with the meaningful econo-~
~ mic standard established by the relative rates
¢ of return to alternative investment opportunities.

Thus, in theory, this approach is grounded on an
all-inclusive concept of investment and an ac-



counting of all additional investments

gives a complete and consistent explan-

ation of the marginal changes in the

stock of capital, the marginal changes

ih the productive sarvices from capital,

and of the marginal chqngal in xncowe

and, accordingly, of growth.

It is my contention that economic

thinking has neglected two classes of

investment that are of critical importance

under modern circumstances. They are in-

vestment in man and in research, both pri-

vate and public.

Quantification of the investment in education and of the
return on that investment is simpler on the individual (private)
level than it is on the national (societal) level. Thus, Schultz
thinks that it is more productive to start with micro-economic
analysis and estimate the private rates of return to investment in
education and then try to develop a better measure of the social

rates of return than the present one.

-

Furthermore, not only are the social rates of return based
upon and related to the private rates of return, but the private
rates of return can be utilized Sy polic?-makétl "...to_induce
individuals to adapt their own behavior pattern to the sécially
fdeuirable one" (Hanoch, 1967A:329). Therefore, the prevailing focus
on private rates of return to investments in education by human
capital (élpecia%ly American) ecﬁnoniscn during the past fifteen
years should not be viewed as neglect or lack of interest in the
‘social rates of return nor in pu?lic policy formation. Hanoch (Ibid.)
argues that data from private rates-of-return analysis serve as a

7

necessary, albeit modest, basis for & more complete analysis of

-as well as social decisions about education.

11
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Hence, it is clear that the individual
private rates and the amsociated private
demand functions for schooling axe essen-
tial data for the evaluation and deter-
. mination of social decisions. The present
study should thus be construed as a modest
basis for a more complete analysis of
income~determination and of decZnionl about
education, from both the privaﬂ and the

social points of view. j

Human cipital theory has greatly influenced the perceptions
of individuals towards education and socio-economic mobility which
has in tury affected their decisions for increased educational partici-
pation. It has likewise influenced educators and politicians as
reflected in the .gznificant changes in educational policies. Basically,

it is the relationship between education, occupation, and labor income

‘on the individual (micro-) level and the relationship between edu-

cation, occupation, and national income on the national (macro-) level

as posited by human capital theory, as well as the technical-function

theory of educational change, which provided the impetus for changes

in individual decision-msking and public policy. It is the examin-
q

_ation of this relationship as formulated in human capital theory and

the technical-function theory of educaﬁion which will become the primary
subject of critical analysis in this thesis.

Changes in.;he structure of public systems of education (in-
cluding such.sttributes of it as accesafbilit§ and transferability),
the administration of tHose systems, the financing of them, as well
as the internal curri#tula chaenges will be discussed. The discussion’
is intended to be broad and to include the United States, Western
Europe, and the Third World as well as Canada. ”

Although it is important to distinguish between the actual

theoretical /empirical analysis developed by human capital economists

12
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gnd its use a8 an evaluative tool-for public policy formation "and
policy choices, it is also Ehe case thtF this distinction ofngn‘ioooea
meaning in much of the human capital literature. This prqblém ari;e-
because of the importance Schultz and other human capital economists’
put on actively influencing public pﬁlicy. Thus, while admitting |
~,,“ﬁl.iC‘-ti11 is true that the hallmark of economic analysis is econo-
mic efficiency", iﬁ searching for explanations of ecoﬂﬁmic puzzles and
paradoxes, Schultz (19724:23) rgnlizes’tha the effects of economic
research on public policy are not neutyal.

Since much of the economic research in the United étates is
conducted by non~prof;c agenciei, it is directed towards the allo-
cation of funds adminjstered by those agencies and so is program-
oriented rather than policy-oriented -~ and, therefore, is "...less
than éptimum in terms of social benefits" (Schultz, 1972A:22). K

Schultz is strongly committed to the developmént of informed
public policy which incorporatés the latest tﬁeoretical and‘empirical
advances in economics. Since he believes that "(h)uman capital researBh
has important policy iﬁplicaéions...", and "...it is not always clear
how the new information derived from them [economic studies) can serve
those who are meking the policy decisions that determine the’allocatioq
of resources to the many forms of human capital" (échui;z,v1972A:1:5),
écpultz (Ibid.:5) stresses the need for "...decoding and interpreting
this information with a view of making it meaningful in arri@ing at
p&licy.decidiona." Thére.is also the added dimension of there Seinz
both a short-term and a long-term g?ew in developing and utilizing

nev information which affects private and public decision-making. .

13
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Social policy, however; is not concerned solely with economic

-

ef ficiency. -Public policy is(gfveloped by -politicians to meet per-
ceived social, political, and psychological needs, as well as economic
ones. Furthermore, as in education, £here seem to be many social
goals, some of which are mutually contradictory, and there is often
also a lack of consensus on both the pricrities and the methods to
achieve them. Values underlying these social goals also affect the
range and type of options considered. The ranking of social goals

in terms of priorities is also based upon value-orientation. This

Q9

is a politicgl problem and is exasperated by budgetary constraints.
Economic and sociological research itself is premised on
“values. Heﬁce, the use and effeét of social science research in
public policy formation is inherently value-laden. This often pre-
sents problems in terms of socio-economic policy choices, since such

choices often are not neutral in their effects and often conflict with

other social goals.

Schultz (1972A:60) describes some of these problems and his
“hope for some progresa‘chrough the contribution of advances in econ-

omic theory and empirical methodologies.

Meanwhile, endeavors to develop useful
social goals for the purpose of determining
national policy are reaching an impasse for .
lack of a meaningful common denominator for
evaluating and rating the various social goals.
Social theory provides no acceptable standard
for determining the relative value to society
of alternative social goals. The work by the
panel and staff of the Department of Health,
Education, and Welfare that entered into the
preparation of Toward a Social Report identifies
a wide array of social goals: better health
and less:illness, opportunity for social
mobility, improvement in the physical environ-
ment, reduction of poverty, less crime and ,

14



more safety, advances in the sciences, arts,
and learning, and still others. But social
theory and measurement do not suffice to rate
the value of a given achievement with respect
to any one of these social goals relative to
that of the others. It is my contention that -
the extensions of economics as a consequence

of the recent developments in economic theory
and empirical analysis already referred to make
it possible to bring some of these social goals
into our national accounting and thus develop

a more all-inclusive GNP.

The main dilemna faced in economic policy choices is in the

problems faced by questions of efficiency and equity. By equity, .

Schultz and other human capital economists refer to the distribution
of personal income. It is much easier to establish agreement on the
specific efficiency of a particular program or of the general efficiency

of a particular program on the entire economy than it is to evaluate
: ©
the effect that choice has upon equity. Schultz (1972A:23) remarks

that ~

(a)s yet, the tradeoff choices between efficiency

and equity are not clearly established, and when

they become known the choice that matters depends

on the values that determine social preferences.

What is overlooked, however, is the fact that there

are policy choices where additional economic efficiency
will also contribute to the social goal of reducing
the inequality.in the distribution of personal income.
This is frequently true in the area of human capital. ‘
‘ T 7

‘Schultz (1972A:5) makes it quite clear that "(h)uman cépital
is strictly an economic concgpt" and that "(a)lthough it peftains )
particulat.attributes of man, it is not intended to serve. those who
are engaged in analyzing psychological, social, or cultural behavior."

This ‘conceptual stipulation sets definite, but perhaps undue,

limitations on the meaning and applicability of -human capital research

and even more 8o in regards to the developmént'pf individual and

~
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public ﬁecisioﬁ-makink since it is very difficult, if not impossible,
to separate the economic from the political, aocioloéical, and psy-~

chological dimensions.
g

Furthermore, Schultz (1§;2A:9) pTi:::-::ifffilA

(t)he core of economic analysis re the

assumption that preferences are given and that BN
it 1s the function of economic activities to

serve these preferences as best they can with

the human and nonhuman capital at the disposal

of the economy to obtaisglncome streams. and by

transforming a part of this income by means of
investment into additional forms of capital.

Schultz (Ibid.) contends that

.physical, biological, psychological, and
cultural [attributes] ...account for both
the social values that determine preferences .
and the economic valuye of the producer and
consumer services that a pe0p1e render, whether
they come to them as earnings or dltectly as
personal satisfactions.

However, the values people hold and the structure of social

institutions are in dynamic relationship with each other and with

technological change and economic growth. Change in any one element

necessarily affects the others, though there often are lags in adjustment
to such changes. Schultz (19713;7) is aware of this, but points out

that much of the literature in economics "...is naive with respect to

the manner- in which the economy adjusts and people gain (lose) as

’

o

workers and consumers .
One of Schultz's goals in developing human capital theo}y is

to "...bring.:echnical ?ﬁ?nges into the corpus of economic theory"

by tranéforming it-int; Ehgi:élvfor the purposés of economic analysis \

‘and "...to treat mucb of scientific research, and also a large part

of education and other skill-producing act1ﬁYt1es, as 1ndustr1es



producing new forms of capital that dre more efficient than particular

old forms of capital" (Schultz, 1971B:19-20).
. O ’ -

Thus, any entities (including technological techniques)
that contribd;e to production havé an economic value and "...for
purposes of eépnomic analyﬁis,...a technique is no ;ore or less than a
unit of capitair... a set of techniques representing a technology is
a capital strucépre, and.;.a.technical éhange is an alteration of a
capital atructuréﬁ (Schultz, 1971B:20). Therefore, "...the long-
standing éndeavork;o distinguish be;wﬂén techniques and capital goes
by the board" (Ibi& ).
‘In add1t1on ﬁo including technological chanég\and acquired
. human skills and knowledge in the capital category along with material
capital, Schultz (197IB:253) differs from most classical and contemporary
economists in that he iﬁcludes institutions "...as vari;bles within the
economic domain, variables that respond to the'dynamicé of economic
growth." Thus, educatioﬁ\as an institution is brought into the realm .

of economic analysis as a factor in the explanation of capital accumu-
e ; : ; !

.lation and economic growth.\\Schools provide a public .dervice. Supply
and ‘demand analysis can be utilized to determine the economic value

of that service (Ibid.:254).
Consequently, part of what Schultz (1971B:255) is attempting
to explain with human capital theory are "...those changes in insti-

tutions  that occur in response to ihe dynamics of economic growth"

A

since "...the process of growth alters the demand for the‘service and...

this alteration in the demand brings about a disequilibrium between .

A

the demand and 3upp1j measure in terms . of longer run'cgsts and returns."
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“Although Schultz (1971B:255) realizes that the supply of the
service of a particular instituﬁion (such as education) can be altered
independently of economic growth dynahics (and'chet this cannot be
expleined by the theory), such a change in supply wili result in
econoﬁic'effecta which can be explained by the theory.

Human capital theory attempts, in part, to account for the
’"institutional stresses and stfains" ptodoced by economic growth as
well as the institutionel lags.  "Since we can specify and identify
these institutional lags,'we can also analyze the benefits in terms of
efficiency and welferebthat could result from reducing these lags"
(Schultz, 19713:262). Here, then, are some of the normative elements
of the human capital analysls which link this analysis to that of the
contribution of educat1on to social mobility and economlc growth -
the latter being of central concern to funeCionalist sociologists as
weli as human capital economiets.

The main ceuee of institutionel stresses and strains in Western,
industrialized capitalist societies stems from advances in the prodoction
process and the interoelated changes in the occupational structure which
human capital economists and fechnologicallfunctionalists consider to
be inherent in "...our type of-economic growth" (SChultz,\197lB'l63)

Thie is, in fact, the common ground shared by economists and soc1olog1sts,
as Well as by educators and politicians, during the era when functionalism.
enjoyed unchallenged domination in the sociaL sciences - doring the
1950's "and early 1960's. .
Human caoital economists refer to the sudden high demand for

hlghly educated, skilled workers witnessed Sffer World War Il and

the concurrent increase in the value of such services .(manifested in

~
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rising salaries and wages).ﬁiSociologists writing in the technological
functionalist vé?n focused on the increasing differentiation, special-
ization, and hierarchization of the lahor force in an occupatiénal
struct&?&‘which yés undergoing fundsmental changes which thgy credited
vté advances in technology.

The conéept of "post-induatrial"vsociety which developed in
'sociology provides the‘common Weltanschauung for human capital economics,
'as well as for the technical-function ;héory of educationl-— despite

Ehe fact that economists, sociologists, and egucatbrs ask different
questiogs and have_differént focuses. Convergence of views among the
three groups is reflected in éheir shared beiief that 1) knowledgeJ
and skills Fequired f;r job adequacy in modern industrialized ;ountries
are increaﬁing due to -continuous ;echnologica1 advaﬁcés; 2) the
proportibn of occgpa;iéhs requiring moré knowledgé and skills is rising
significantly with an accompanying decrease in the proportio; of those
oécupationé requiring fittle knowledge and skillg‘and 3) increased
amounts of formal schooling are required because 4) educational require-
ments for mdst occupafions are constantly ihcregsing to keep up with
technological change (Collins, 1971A:1004).

o Questions asked by human capital economists and which are parx
of_this‘thesis stem originally from

(t)he growth problem, in terms of economic

decisions, [ and] requires an investment

approach to determine the allocation .of

»investment resources in accordahce with

the priorities set by the relative rates

of return on alteinative investment op-

portunities. It is applicable not only

to private decisions but also to public
decisions guided by economic planning (Schultz, 1971B:195).



These questions deal with education as a public institution which
produces and distributes a form of human capital (knowledge and skills)
which economists measure in texrms of differential‘earnings. The
following questions, then, are important in‘ﬁhis thesis: 1) What are
the private and social rates gf returﬁ to investment in different’
levels of schooling? 2) How reliable a measure are private and sociai
rates of return to investment in education for individﬁal decision-

making and social policy? .3)"Mhat are the effects of schooling and

hiéher education upon the distribution of personal income?" (Schultz,

e

1972A:24). 4) What is the relationship between the educational system

and the octupational structure? 5) What is the relationship between
the educational system and ‘the labor market (and specifically, between
éducation occupation, and labor income)? 5a) Do schools teach parti-

cular knowledge and techn1ca1 8k1118 required for job adequacy?

5b) Are workers with more years of schooling  (of even general educatlon)

better able to adJust to changes in skxlls ~and knowledge requxred on

the job than those with less years of schooling? Why? 5¢) What is

the relatlonshlp between productivity and earnkpggj .6) Wha; is the
) N . , : T ) :

importance of quality versus quantityef education in determining

efficient and equitable allocation of resources?

These ques tious are all concerned in one way or another.with’

asse831ng the value of education to the 1nd1v1dua1 and/or to society.

. From that common ground; there is a dxvergence‘betWeen the goal of
economic eff1c1ency and social equlty (reducing thb-;nequalxty in the
distribution of personal income). _Schulti (1972A:24) asserts thét‘

human capital theory has much to contribute to a better understanding

of investment alternatives and efficient allocation of resources; and
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that, even more importantly, human capital theory is useful in
determining "...policylchoicea where‘additional economic efficiency
will also contribute to the social goal of reducing the inequality ' N
in the distribution of persomal income."
Chapter II provides a.gengral discussion of human capital theory
as it pertains to education as well as a more detailed discussion of .
the macro- and micro-level approaches used to determine the relationship
between eduqafion, occupation, and labor income.
Chapter III discusses the influgnce that human capital theory
has had on educational policies andvthe orgénizational structure of
systems of public education at all levels of education in Canada, the
dnited States, Western Europe, and the underdeveloped countries of the
"Third World". A brief description of the influence human”capital
theory h;s had on research is also included.

Chapter IV outlines the technical-function Eheqry,of education

and how the relationship between education, occupation, and labor income

\ N

is viewed from the sociological'perspective'of technological functionalism.

~ .

Thé édncepts of equality of educational opportunity and of meritocracy
Avhiéh constitute a part of this perSpecfive~are alsp diacusséd.
‘J Chapter V déala with the influénce which thé ébncept of equality
- of educational opportuhity has had on educational policies and organiiational
strueture of syst;hs of public education in Canada, the United States,
Western Eu;Ope, ;nd underdeveloped countries. A bri;f discussion of
the iﬁfluehce of this concept on research is also included. |
InlcﬁapceQ VI, a critique of ﬁumanvcapitalitheory and of the |,

technicg}-function theoiy of education it'presented...Tﬁese theories

N

are critiqued on both theoretical and methodological grounds.
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3
Chapter VII presents conclusions drawn and of fers possible -
alternative explanations for the relationship between éducation,
occupation, and labor income -- and, more importantly, on the function

of schooling in Western capitalist societies.



-
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CHAPTER I

Footnotes

lRarabel and Halsey (19778:3) remark that

(i)t would hardly seem an é;aggeracion
to say that researchers in the field, armed v
with the dual weapons of structural function-
alist theory and scientific method, envisaged
few problems that would ultimately prove in- -,
tractable. e

N

2When Schultz (1959A:110) remarked that "...the main#tream of
modern economics has by-passed undertaking any systematic analysis of

- human wealth", he is referring to the period whew Al fred Marshall's

ideas dominated economics from the late 19th century to the early 1940's.
(This came about by misinterpretation and misunderstanding of Marshall's
ideas on human capital as shall be discussed later.) Thus, Schultz

uses the word modern to refer to relatively current times. Kiker (1966A:488)
states that "...modern economics began with Sir William Retty..." (in

the 17th century). It is important to understand Schultz's use of the
word "modern' because many economists have considered human beings -
and/or their skills as capital and recognized the importance of invest-
ing in such capital (human beings) in order to increase their productivity.
Considering human skill as capital was part of the English Classical
School and was "...adapted by economists interested in the distribution
of incame and the theory of production" (Kiker, op. cit.:496). Kiker
(Ibid.:482) reports that "(o)ne of the first attempts to estimate the
money value of a human being was made around 1691 by Sir William Petty."
Other well-known modern (both past and current) economists who consider
human skill as capital and quantified it in monetary terms include:

Adam Smith (1776); Jean Baptiste Say (1821); William Farr (1853);

Theodor Wittstein (1867); J.R. McCulloch (1870); Friedrich Kapp (1870);
Johann H. von Thunen (1875); William Roscher (1878); Sir Robert Giffen
(1880); Henry D. Macleod (1881); Ernst Engel (1883); Alfred Marshall
(1890); J. Shield Nicholson (1891); Irving Fisher (1897+); Alfred de
Foville (1900); Henry Sidgwick (1901); Miles M. Dawson (1904); A. Barriol

-(1908); John Stuart Mill (1909); Yves Guyot (1914); S.S. Huebmer (1914);

Edgar Crammond (1915); Harold Boag (1916); Ernest Bogart (1919); William

" S. Rossiter (1919); Edward A, Woods and Clarence B. Metzger (1927);

Friedrich List (1928); Louis Dublin and Alfred Lotka (1930); John M.
Clark (1931); J.R. Walsh (1935);. Nassau Senior (1939); Walter Bagehot
(1953); Leon Walras (1954). The underlined dates refer to those authors
who are well-known in the history of economic thought. See Kiker (1966A)
for a full discussion. .

Kiker is somewhat critical of the ignorance Schultz and other
current human capital econamists have about the history of human capital
research in economics. Kiker's (1966A:497) essay was written as a refer-
ence source '"(s)ince many of them [current human capital economists]
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fail to cite predecessors..." and to point out that

'(t)he human-capital concept was also used
by past writers to demonstrate the power
of a nation, propose new tax schemes,
determine the total cost of war, emphasize
the economic significance of human life,
and aid courts in making decisions in
cases dealing with compensation for per-
sonal injury and death. These uses may
suggest interesting additional problems

to .contempox:ary economists.
- | 4

Cohn (1972B:22-31) attempts to clarify both the widespread
misunderstanding of Alfred Marshall's views on human capital and
the current "...allegations raised by Schultz and others about the
neglect,of human capital analysis by early economists...' which have
caused a great deal of cgnfusion in current human capital literature.
Cohn (Ibid.:23) points out, as already illustrated, that there was
", ..extensive recognition of the importance of human capital among
early economists." Cohn (Ibid.) relates this to Schultz's assertion
that human capital has been neglected by economists in the past by
stating that "...the bulk of their presentation was preoccupied with
material wealth and material capital." Furthermore, "...it appears
that current ideas in the economics of education are not novel nor
are they new; rather, it is the refinement of tools, data, and concepts -~
as well as the intensification of study in the area of human resources —--
that has so revolutionized modern economic thought" (Ibid.:31).

Schultz (1959Ab:111-112) presents his view of how and why Alfred
Marshall and his followers cast human capital theory to the distant
margins of economics inethe early years of the 20th century and the
effect this has had on "mainstream" economics for nearly fifty years.

Another and more compelling reason why
economists have neglected human wealth has
arisen from a conventional restriction on
the concept of capital. Instead of developing
and using an all-inclusive concept of capital,
economists have restricted their definition
of capital to include only those classes of
wealth that are commonly bought and sold in
the market place. Irving Fisher, in a series
of papers published jyst before the turn of

- the century and then in his excellent but
grossly neglected book, The Nature of Capital
and Income, clearly and cogently presented an
all~inclusive concept of capital. But the
prestige of Alfred Marshall was too great;
his ideas on this issue prevailed as his students
and many followers entered upon the stage.
Marshall dismissed Fisher's comprehensive
concept of capital in these words: 'Regarded




from an abstract and mathematical point of

view, his position is incontestabie. But he

seems to take too little account of the neces-
sity for keeping realistic discussions in touch
with the language of the market-place.'" Marshall
concluded his appendix on "Definitions of Capital'
by again making it clear that "...we are seeking

a definition that will keep realistic economics

in touch with the market-place..."

Free men are not for sale, and, thus,
Marshall's market-place concept of capital had
the effect of excluding all capital that becomes
an integral part of a people. Granted that for
‘particular purposes it is appropriate to restrict
the concept of capital that one uses and granted
also that the particular restriction imposed by
the notion of the "market place" is altogether
too narrow for many of the purposes to which I
am addressing myself, Marshall's view of capital,
nevertheless, could have been given a much broader
interpretation than it has received. Obviously, e
labor is in touch with the market place as wages
and salaries are presently determined. These
wages and salaries represent income streams, and,
like the income streams from property, they too
may be discounted, and appropriate capital values
may be imputed to each of them. Furthermore,
investments in man, like investments in property,
are ways of establishing additional income streams.
Inasmuch as it is possible to observe their rates
of return, these investments in man would appear
to fall yithin the scope of Marshall's realistic
ecoﬁﬂmics. It is of course far from easy to esti~-
mate these rates from such statistics as are now
being collected; useful statistics, however, could
be had if we were to set our hand to the task.

I would be remiss if I did not acknowledge the
fact that, in spite of the restriction that Marshall
placed on his concept of capital, his writings are
studded with gems of wisdom on the economic importance
-of adequate food, housing, and health and of developing
the skills of workers. He, also, stressed the value of .
scientific training and ‘the diffusion of scientific
knowledge and looked upon education "as a '"mational -
investment" (See Marshall, Book IV:216-217).

3There is, of course, a fundamental difference beﬁween how

Marxists and liberals use the word 'change". The change in society
which Marxist envision is a radical, total restructuring of society;

whereas liberals conceptualize change as evolutionary, piece~meal, and
reformiat.
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CHAPTER II

HUMAN CAPITAL THEORY: THE RELATIONSHIP BETWEEN EDUCATION,
OCCUPATION, AND LABOR INCOME FROM THE PERSPECTiVE OF ECONOMICS

A. Introduction

The purpose of this chapter iayl) to trace the development of
human capitals theory; and 2) to identify &t? basic assumptions (in-
cluding the naturelof the 'relationship between the education of workers
and the\gcéupatioﬁal structure of modern industrialized capitaligt
societies). The influence of this theory on educational policies in
' Canada as well as the United States, Western Europe, and the Third
World will also be discussed, but in chapter III. Finally, in chapter VI,
a coﬁpfehensive critique of human capital theory will expose some of its
mﬁjor theoretical and empirical shortcomings.

Human capital theory was launched into internacionél‘limelighc
at the seventy-third annuai meeting of the Amerivan Economic Asébciation
;# St. Louis by Theodore W. Séhuléz in his presidential address on
December 28, 1960. It is a theory formglated gnﬁ promoted primarily by
neo-classical econoﬁisfs'to explain thé ;élationship between education,
occupation, and labor income on the individual (micro-) level; and

&

between education and economic growth/development on the societal (macro~)

-

level. Thus, Schultz has drawn together two very different areas of .

»
neo-classical economics in his formulation of human capital theory.

One strand is that of micro-economic investment theory which focuses on

individual decision-making. The other is macro-economics, focusing on

”

economic theories of growth,

Although one of the original aims of human capital theory was
to provide‘a "rational" framework for policy decisions regarding

— v {
o~ A
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efficient investment in the American educational system (which has
expanded at a phenomenal rate since World War II),’it achieved
alyost immediate acceptance and hegemony thfoughout'che world as

the model which international agericies, governments, and universities

would use in plaﬂ%ing and implementing national :and international

4

programs for social and economic development. ¢
In a nutshell, human capital theory states that increased .
investment in human capital increases individual productivity and <<¥\

income and lays the technical base for the type of labor force
necessary . for economic growth in modern Lndustrlallzed capitalist
societies. Irn Schultz's (1963B x-xi) words:

people enhance their capab111t1es as producers
‘ and as consumers by investing in themselves and.
schooling is the largest investment in human capxtal
' This proposition implies that most of the economic
' capab111t1es of people are not given at birth or at
. the time when children enter upon their schoolxng
they these acquired capabilities ... alter the
structure of wages and salaries and the amount of
. earnings from work relative to the amount of income
N from property.. There are long-standing puzzles about
" economic growth, changes in the structure of wages and
: salarles, and changes in the personal distribution of.
income that can be substantlally resolved by tak1ng
(:;j account of investment in human capxtal

Basxc to the development of human capital theory is the
concept of all-inclusive capital, dxscusaed in depth by Harry G. Johnson

"in The Residual Factor and Economic Growth (OECD 19§43b). According

to Schultz (1968A:278),

(t)he logical basis of an all-xnciusxve con~ -
cept of capital, whith includes human capital, was
established by Irving Fisher (1896, 1906). This
concept treats all sources of income streams as

forms of capital. These include not only such ¥ -
material forms as natural resources end reproducible :
. producer and consumer goods and commoditiés but also -

such human forms as the inherited and acquired ¢b111t1es‘
of producers and consumers. 4

. x:\\J B
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Fisher's definition of capital is "...simply any stock
existing at a given instant that yields a stream of services over -
time, all flows of 'income' therefore being the product of some item

of 'capital' whose value is calculated by capitalizing the income flow

at an appropriate discount rate' (Blaug, 1976FL:5).

The concept of all-inclusive capitai m;Les possible a generalized
capital accumuaftion approach to economic developmen;. The key idea
‘here is that la$or is treated as a produced means of production (Bowles
and Gintis, 1975Ab:74). This means that skilied/f;;;} is really

capital, i.e., capable of generating a stream of income. Human

capital is human, according to Schultz (1971B:48) because "...it is

embodied in man, and it is capital because it is a source of future
satisfactions, or og future earnings, or of both."

The idea of education as an investment in man's product1§e
capabilities, as capital, goes back at ledst to Adam Smith (1776, 1Y65B,

Bk 1, chpt. 10, pt. 1), who stqted'that

(w)hen any expensive machine is erected, the
extraordinary work to be performed by it before
iy 18 worn out, it must be expected, will replace
the capital laid out upon it, with at least the °
otdinary profits. A man educated at the expense
v of much labour and time to any of those employments
* which require extraordinary dexterity and skill,
may be compared to one of those expensive machines.
The  work which he learns to perform, it must be
. expected, over and above the usual wages of common
% labour, will replace him the whole expense of his
‘education, with at least the dixdinary profits of
an‘.equally valuagble capital. It must do this too
in.a reasonable time, regard being had to the very .
»hﬁégrtain duration of human life, in the same manner
as the more certain duration of the machine. The
difference between the wages of skilled laboux and
those of common labour is founded upon -this principle.
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Therefore, according to human capital economists, only unskilléd
labor would remain in the analytical category "Labor'". Skilled labor
becomes part of the analytical caCegory'"CaPital". However, because
human capital theorists ! ~lieve that unskil led occupations are being
eliminated from the occupational structure in advanced industrialized
capitalist societies by the inevitabie process of mechanization and
automat{on, we are left with only skilled occupations. Hence, unskilled
labor or "Labor" disappears and we are left with physical ;nd human
(skilled labor) "Capital"”. Thus, the distinction between'labor and
capital is eliminated and class is transcenhed.

Most economists viechapital accumulation as the key requirement
for economic growth. Human capital theory shifted the traditional
emphasis on physical capital accumulation to a form Qf capital ac-
cumulation which had been relatively ignored during the first half
of the 20th century -- humén capitai.

If Adam Smith recognized the importance of education as an
_investment in labor productivity as far back as 1776, why has the ™
idea been more or less neglected Qntil Schultz resurrected it with
his formulation of human capital theory in 1960? Economic historians

geﬁerally credit Alfred Marshall with the demise of the concept of

human capital. In his Principles of Economics (1890, 1961B), Marshall
. )

agreed with Adam-Smith that educated labor could be thought of as
expensive machinery, Sut he said the concept of hu?an capital is -

. unrealistic and impractical, and that the acquired skills and knowledge
of workers could not be included in the measurement of wéalth or capiéal
of a country (Blaug, 1970Bb:2). 1In response to Fisher's (1906B) call

for an all-inclusive concept of capital, Marshall (1890; 1961B) responded
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that *

~(r)egarded from the abstract and ma thematical
point of view, his position is incontestable.
But he seems to take too little account of the
necessity for keeping realistic discussions in
touch with the language of the market-place...
we are seeking a definition that will keep real-
istic economics in touch with the market place...

Thus, because Marshall felt that it wduld be "out of touch with the
market—place"1 to treat human beings as a form of capital,"(i)nvestment
in human beings has accordingly seldom been incorporated in the formal
core of eébnomics...‘and ‘has f&steted the retention of the classiqal
notion of labor as a capacity to do manual work requiring little knowle&ge
and skill..." (Schultz,.196lAc:3).

There are other réasong why economists have shied away from
the idea of view;ng human beings as a form of capital. The primaty
one is that‘modern economies lack capital markets for labor and, as

Blaug (1970Bb:7) points out,

T

. ...that the abolition of slavery necessarily
implies that huyman beings are not produced
means of production in the full sense that
capital goods ‘are. After all, capital markets
are simply markets which convert income into
capital and capital into income, that is,
convert the promise of a flow of future pay-
ments into a single advance payment and vice
versa. Because non-slave society prohibits
people from contracting to deliver their
future services, ''free'" people must keep their
human wealth tied up in the form of labour
services and cannot hedge against unforeseen
changes in the future demand for their services.

Schultz (1961Ac:2) points out some moral and philosophical

objections to viewing human beings as wealth or capital:

Free men are first and foremost the end to be

served by economic endeavor; they are not property
or marketable assets...Our values and beliefs in-
hibit us from looking upon human beings as capital

~
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oA
goods, except in slavery, and this we abhor...
Hence, to treat human beings as wealth that
can be adugmented by investment runs counter
to deeply held values. It seems to reduce
man once again to a mere material component,
to something akin to property...J.S. Mill
at one time insisted that the people of a
country should not be looked upon as wealth
because wealth existed only for the sake of
people.

Schultz and other human capital theorists maintain a minority
position in neo-classical economics with regard to their concept of

‘capital. The overwhelming majority of neo-classical economists view

capital as material capital only; inherited and acquired capabilitiée

. . 3 . . L \
of people are not included in this view. On the other hand, Keynesian

economists view education strictly as consumption.

Thus, national income accounting, which is an
outgrowth of Keynesian macroeconomics, treats
educational expenditures as final consumption,
without making any allowance for the fact that
the educatien acquired by the labor force de-
preciates over time and gradually becomes obso-
lete in much the same way as machines with which
the labour force is equipped. That is to say,
we inconsistently include in the net national
product or national income the net additions

to the stock of physical capital but not the
gross additions to the stock of human capital,
although both types of capital are used up in
the process of contributing to output (Blaug, 1970Bb:18).

Keynesi:; economists do not view education as having any role
to play in growth. Blaug (1970Bb:18) states that "(u)nfortunately,
the Keynesi#n.view of .education as consuﬁp§ion logiéally,inhiﬁiﬁs any
consideration of the contribution of edQcation to economic growtﬁ."
Cénsequently, human capital'th;;rigts assert that neo-claésical_>

economics, and Keynesian economics in particular, has overemphasized

physical capital as the mainspring of economic growth (Ibid.).

A\

\

\

\

\
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Human capital theory marks an advance in neo-ciassical economic
theory for two other reasons. As Bowles and Gintis (1975Ab:74) point
out, human capital theory "...rejects the simplistic assumption of
homogeneous labor and cengers attention on the'differeqtiation of
the labor force'" as well as bringing '"...basic social intitutions

'Lsuch as schooling and the family], previously rélegated to the purely
N

cultural and superstructural realm, into the realm of economic analysis.'

B, Macro-Level: National Growth/Devel opment Approach

The growfh of human capital theory literature can be traced
back to the wprks of several economists, including: Abramovitz, 19564A;
Becker, 19624, 1964B, 1966A; 1967B; Bowman, 19624, 1964A; Denison, 1962B,
1967B, 1974B; Fabricant, 1959; Kendrick, 1961; ant, 1965B; Solow, 1957; ™
Scbultz,’1958A,-1959A, }960A, 1961A,_1;62A, 1963B; Vaizey,\1958,_1961;
and Bertram,'1966B. Some are eﬁbirical studies focusing»on the m@c}o-
level,‘others focus on the macro-level. In a number of émpiricalv
studies, economists have investigated the sources of modern economic
growtﬁ in the\Phited States aﬁd grap§1g¢ with the‘pfoblemlpf measﬁripg'
" them. This is referred -to as the nafional growth/developmen; appfoa;ﬂ;_*
It represents ' the macro-level strand of human capitai thedry. '
Bas1ca11y, the national growth/development approach is conql.ped
with accounting for all the sources of economic growth on a natxonal
N sgale. Consequently, empirical studies into the sources of past growth
have been conducted and pf;jections'madé on that basis for futq;e
.probag}e growth rategi_ However,'when calculatiogs a:e'madg‘regarding'
the pfgﬁortion 6f growth in GNP attributable to conéentioﬁal inputs

of capiial and labét, a large residual is left unexplained. It was the



discovery of this residual which évg.tually led ts the systematic
focus on the role of differentiated labor skills (e.g.. human.capitai)
in economic érowth.

It was Moses-Abrahovitz who announced the '"residual" with the

publication of Resources and Qutput Trends in the United States Since

1879 in 1956 (Schultz, 1972A:17). As Schultz (Ibid.) remarked,
(t)here it wag, [the residual] yet by all the
canons of economics, it cogld not be accepted,
except as a measure of our ignorance. Why was
the rate of output increase so much higher than
that of the inputs? What had been igmored? No
wonder then that this residual became the take-
off for so much research to discover the sources
of the unexplained increases in output. v
This sort of research stimulated interest in the deve lopment of a com-
prehensive human capital thgorj in order to explain, among many other
puzzling economic phenomena, this "residual" or this difference between
the rate of increase in 6utput'and the rate of increase in input
(physiéal capital gnd\labor). The idea that improvement in the quality
of inputs, especially labor, could be résponsible for at least part of
the increase in output prompted a flurry of research into_the elements
thought responsible —- namely, health and education..
- . The publication of Denison's work in 1962 ushered in a debate
which is still raging in the literature. That debate centers on the
"residual" and whether or not it can be explained. Edward F. Denison
is genmerally credited with having made the first attempt .to explain'the
_residual (Schultz, 1971B:136).
Denison's study (1962B) is actually an implicit estimate of the
aggregate production function of the American economy for the period

1910-1960 as well as &n attempt to explain the residual (Blaug, 1970Bb:89).

&
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The model used is a linear aggregate producpion function of the Cobb-
Douglas type and ngutrality of technical progress is assumed. He
uses the principle of marginal productivity (Ibid.:97). Denison also
assuﬁes that
, (i)n,fhe productive sphere, substitutions are
possible between various categories of labor
and the professional classes; and competition
exists between employers so that the wage paid
to an employee equals his marginal productivity.
Entry into the idependent professions is free,
and since they operate in a competitive society
the renumeration of persons who are not wage-
earmers also equals their margxnal productivity
(OECD, 1964Bb:62).
Other assumptlons xnclude labor market competxtlon and substitution
elast1c1t1es as well as constant returns to scale (Ib1d :69),
Accord1ng to Denison (1962B), 23% of the growth in real national
income in the United States between 19s# and 1957 was due to increases
in the length of formal education2 of the labor force, measured in
average ye;%s of schooling. Aﬁotbgr 20% was due to increases in "tech-
nological and managerial knowledge'", whereas the increase in inputs
of physical capital accounted for about 15% of 'the increase in real
national income for the same period {Schultz, 1971B:136). "The"
remaining 8% was attributable to increasing retumns 'to scale (Phelps,
v1962A.509) Denison concluded thac xmprovements xn skills of workers
was due to xncreased education (Schultz, 1961Ac¢; Denlson, 19654).
Except for iuqteasés of the labor force itself, this makes education
‘the largest single source of growth in the United State; for the
period 1930-1960 (Biaug, 1970Bb:89). Denison d1v1ded his study into.
two. parts, one for: the per1od 1900 1929 and the other for tha,perxod
- 1930-1957. It should be noted that in hxs 1962 study, Denison included

only formalvschq911ng and measured it only quantltatxvely,(days_and
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years sﬁent in school). Various forms of adult education and
on-the-jéb training were not measured or included, "...for lack of
information. I am not even sure this increased or decreased, per
woiker, during the péripda..."‘(Deniaén, 1962A:127).

Apparently, Deni;on attributed the residual to education rather

arbitrarily on the basis of the fact that pérsons with higher levels

of education received higher incomes. Denison assumed that higher
wages.reflect greater productivity (Collins, 1971A:1005). For exapple,

Denison writes that "...earmings differences between groups of males

of similar age, classified by education, are taken to represent dif-

! (Denison,

‘

ferences in their contributionsvto production or quality'
19628:125). Denison (1962B:68) states that

(r)eliance, for broad groups, on the marginal '
product1v1ty explanatxon of the distribution

of income permits us to treat differentials

in average earnings among these groups as a
measure of differentials in the average contri-
bution to production made by the individuals
comprising them.

" Table 2.1 includes Tables 8 and 9 from Denisdﬁﬂs 1962 study, reporting

his figures for the contribution of education to incfeased worker

productivity and income. Denison (1962B:71) has also remarked that

(i)t is reaBOnable to suppose” ‘that increasing e
. the number of days spent in school per year »
‘ -ra1sea a man's contribution to production

Just as much as will an equal percentage

increase in the number of years spent in

school

Denxaon, however, did not attribute all the'iucomé differential

between qersons with different levels of education to the differenbe

f,in amount of educacidn. He attr1buted 2/5 of the income d1fferent1ale

between persons with more schooling to nacural ab111ty and famxly

-~
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TABLE 2.1: THE EFFECT OF EDUCATION ON LABOR INCOME OF WORKERS

Table 8
‘ , ) T (213_
Mean Income as Mean Incorne Differentials
KBl Gregme Pg 2 Represent Eftect
ucation (25 of '
Years of School Completed = Goadustos of Eighth Crade Craduates)
None - o 50 . 0
El School:
TiEf 5 2
( 8yun 100 . 100
High Echool: s 209
) e
< Jan 140 124
College: ‘ ‘
. - 1 to 3 yasrs 168 139
4 yesrs or mere 238 . 181
Source: Denison, 1962B:68,
Table 9

Calculation of the ESect of Longer Education on
Labor Earnings Per Man'

™

Annual Rats

, Change

" Per Cent Change » (per cez?)
(1) ) - (3) 4 &) (8)
v Avernage .

. sumber Labor.

Leber of days Average Labor output
output per  Average  of school . total,  output per per man

an cop's{d» afumbar . attended n:lmber fcf man lbatﬁd sed lon
Ting on of years . cr ays of  on {o - total-
yei‘n o!’ - of school gf sﬁ segoo! days of days of

L Penod cducation completed completed attended  education education -
1910 to 1920 27 © g0 67 ' 183 49 0.48
1920 to 3530 3.3 89 88 ~ 184 8.9 0.67
1930.t0 1940 . 41 - 108 108 92,0 838 085
1940 to 1950 ° 44 104 - 109 224 104 1.00
1950 to 1930 ., 81 98 9.3 20.0 103 0.99
1920 to 1570 47 838 81 118 4 0.90
1970 to 1930 4K 82 70 157 9.1 088
1010 te 1930 81 18.8 181 378 12.1 057
‘1930 to 1960 142 = 338 342 < 793 326 0.84
1960 to 1880 *© 97 178 - 158 36.0 194 0.89
1910t0 1960 212 ' %8S 558 - 147.0 48.4 "0.79
1010 to 1080 329 . 888 80.1 236.0 774 . 0.82

¥ Based on males 25‘year: of age or olde.r.'
Source: Denison, 19623: 72.
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background. Therefore, 3/5 of the income differentials between
workers of similar age was the result of differences iq level of
schooling. In Denison's (1962B: 68) own words,

the difference in educatlon°rece1ved and
the associated loss of experience are not
the only characteristics that distinguish
the groups of workers of,s;m;lar,age 80
that the differences in average earnings
cannot be used without adjustment to measure
earnings differénces that ate due to dif- . .
ferences in education and associated loss
- of experience -- the information that our
investigation requires.

Clearly, the reported income dif-
ferentials overstate these differences.
Individuals of greater ability are more
likely to continue their education. Wolfle
states that most of those who do not' enter

: high school come from the lower half of the
o ability distribution. The average score on
the Army General Classification Test of those
who enter high school is 105, of those who
graduate from high school 110, $f those who
enter college 115, of those who graduate'from
college 121, and of those who receive the Ph.D.
~ degree 130; however, there is a wide dispersion
" at each level Among individuals with similar
AGCT scores, those with better school grades
are more likely to contigue their’ schooling.
Insofar as this may reflect grea. energy,
app11cat10n or motivation that carries over
into later life, the income differentials
‘shown reflect these attributes as well as
differences in length of education as such.

Sincé Denison first reported that aﬁproximately one~third of
Lhe gross earnings dxfferentlala between college and hlgh school
graduates dxsappear when one standardxzes for d1fferences in father's
" occupation, rank 1n'h13h school class, and 1.Q. scores, Becker (196@5 80~ 88)
and Weisbrod and Karpoff l1968) have independently conflrmed these
results (Blaug, 1970Bb:50). .
Then in 19,64, CECD.publishe.d Denison's essay, 'Measuring the'

.Contribufion of Education (and the Residual) to Economic Growth" (OECD,
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.

1964Bb). The focus of this paper is upon what factors ﬂave been
the sources of past gro;;h in the United States. It is an outgrowth
of his earlief_ltudy (19628). Denison distinguishes bétveen the |
contribution of increases in factor inputs and increases in outpu(

per unit of input. His results are virtually the same as in the

¥
L

earlier study.

My conclusion...is that, from 1929 to 1957, ,
the increase in education raised the average

quality of the labor force at an avermge

annual rate of 0.93 per cent a year. What

this rate implies is that an increase of

80 per cent in the average amount of &chooling

raised the average quality of labor by 30 per

cent (OECD, 1964Bb:16).

Denxson (OECD 19648b 36) explazna the contribution of edu~
cation to economic growth in the following quotation: |

It is important to understand why 1mptovements
in the quality of the labor force is estimated
to have made such a large contribution to the
growth rate. Essentially it is the combination
of two facts. First, improving the quality of
labor, education ‘affected a productive resource
that, -on the average from 1929 to 1957, repxe-
aented 73 per cent .of total input of all factors
of production (labor, land, capital, #nd entre-
preneurship, or whatever classificatiom one
prefers). This is referred from the labor ™
share of national income. Second, the increase
in the amount of education was very large. The"
‘amount of education per worker (in days) was
increasing almost 2 per cent a year and I esti-
mate that this was raising the quaIlty of labor
by an amount equivalent to an increase in its
qunntlty of almost 1 per cent a year.A.

It is tﬁeoe two facts which explaxn why the -
increase in education per worker is estimated .to -
have increased real national income per ‘person
employed by 0.67 percentage ' points while, for
.example, the increase in the quantity of capital
per person employed contributed only 0.15 percentage
pointa. Capital represented (gt most) only 22.5 per
cent of total factor 1nputa, and the inmput of capital
per person employed increased only 0.56 per. Cent a
year.



39

The main specific assumption underlying
my estimates of the contribution of additionmal
education to growch through its effect on the
quality of labor is, as stressed, that differ-
entials in labor earnings due to differences .
in education equal 60 per cent of observed -
differentials in money income among adult males
of the same age classified by years of education.

The effect of any alternative assumption can be
easily approximated by multiplying my results

by the ratio of the desired percentage to 60 per
cent.

Thus, Denison is the first economist to measure the economic
value of education in respect .to its cont;ibution to national economic
growth., The measure used is actually earnings differentials attributable
to education. Denison is ﬁhe only economist, prior to 1970'at least,
to assign a cardinal number to the contgibution of education to
national income (Blaug, 1970Bb:89).

Denison hypothesized that educationlcould contribute to econ-
omzc growth in two d1st1nct waya Firstly, 1ncreasxng the educational
level of workera would raise the qua lity of the lablor force (1nc1us1ve
of all occupations), and |

(t)his may be presumed to inctease labor pro- .

ductivity, independently of any tendency for :

. 8 large number of educated people to speed

 the enlargement of the society's stock of
knowledge relevant to production

S . o ’ ‘ #
and ' : ~ ' . ;

(8)econd(ly),.an upgrading of the educational

background of the population may accelerate .

the rate at which society's stock of knowledge ' <

Ltself advances (OECD, 1964Bb: 22)

Denuon takes gteat pain to duu.nguuh conceptuelly and
operatxonally between increases in the educatzon of the labor force

and "advances in knbwledge".




! s

-
\\ It is essential to distinguish between:
/,e:>_ (a) society's stock of knowledge relevant
. to production, which (along with other
conditions) governs the output obtained
with given inputs; and (b) the quantity
and quality of inputs (including the edu-
_cation of the labor force) that govern the
output obtained with a given stock of know-
"ledge...Increases Ln ‘sufput resulting from
dvancea in aocxety 's stock of knowledge
are cred1ted in my classification to the
growth gource, "advances of knowledge"
(Denzson, 1967B:79).

Denison's category of "advanceo in knowledge" includes ad-
vances in rechnological knowledge as well as managerial and organizational
knowledge. He assumes that advances in technological knowledge are
are about equally as importan: as advancee.in managerial and organ-;”
izational koowleoge. J'In contrast, other economists tend to stress

_ teohnological knowledge over managerial and oirganizational knowledge.
Deniooo includes both of these categoriee of knowledge in one measure,_
;hioh he labele’"advances in knowledge" EQ&;D 1964Bb:54) .

. ] In 1967, Denison pu‘grshed another major work along the same .
lxnes as the 1962 study of the American economy . It was a comperxsoo
of growth rates of nine Western European and North Amerrz:n countries.

| The: study uses & framework very szmxlar to that employed in Qle 1963 one.

= Denison compared and a;tempted to explain the differences in growth
rates of the folloéing cOun:ries: Belgium,_Deomark,vFrance,>Germany,
Italy, the:Netﬁerlands, Norwey, the United Kingdomn, and the Uoired States.
- The time period osed,io 1950 to 1962, broken into two Sub-perioda at 1955.°

The results of the 1967 'o.tudy are not as clear-cut as of the
previous one (1962) In Denison's (1967B:78) own words, "(e)ducareon
does not help to‘erplain why growth rates iniﬁurope_(IQSO to 1962) have
been hiéher-than in the United ;tereo, but on the'conCrary, adds _to~
, o . , ; !

A}
i
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‘the difference that must be explained by dther sources" (emphasis

N

added). This conclusion is rather curious since Denison expected to
- TN

get similar results to his American study. He ﬁid, however, find

that per person employed, "...education doee help to eiblain the
differences between Europe and the United States iq“the 1960 levele
of na?ional income..." (Ibid.).

‘Among the results ef Denison's 1967 study of these nine Weste;n

countries was the fact that between 1950 and 1962, edugation "...con-.

_tributed one~half a percentage point to the growth. rate of national

income” in the Uni, ted Statea'and "...raised the everage\qual1ty of

the American labor force by 9 percent (or 0. 7 per cent a ‘year)..
- I
Denxson (1967B: 78) . However, in Northwesc Europe, the: contr1but10n

of educatxon to merovement in the qualxcy of the labor force was

only half as great as in the United’ S:ate-, "...and the<4nctg89e~1n -

actual amount of education was proportionately even ‘less" (Ibid.).

n

The contribution of education to nntionai grevth varied widely

from country to cBuﬁtry For instance, educatxon-wat f0und to con-

L

trxbute 13 pérvcenc of the annual growth raCe in the United Kxngdom

but only 1.4 per cent in Germany. Despite this, Britain's growth rate

has been slow relative to the rest of .Europe.
Dxfferencee 1n the qua11ty of full-txue/schoolxng between the
councrxea wes not_ teken xnto account because it would be d1ff1cu1t

if- not impossible, to measure. Denison concluded that §ther factors_

"were probably more 1mportant than edueatxon in explexnzhg gtovgh

9

rates in Europe. One ptobable fnctor is. the "...natxqunl differences

in.the intensity of work..." (Qlaug, 1970Bb:98).

\

Ui aasal C RN
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Then, in 1974, Denison published another study, Accounting for

United States Economic Growth, 1929-1969. This was motivated, in part,

v

by a desire to explain the rapidly escalating growth rate experienced
in the United States during the 1960's. Denison reports that his esti-

mating procedures were greatly improved by better statistical imple-
7 )
mentation of the approach used in his earlier studies and that he had

access to greater frequenéy of more detailed data every year from '

~.

1947 to 1969 (Denison, 1974B:2). He nlio changed the base year for

prices from 1954 to 1958. anilan'l (Ibid.:vii) conclusions included

changes in seven categorzes were chiefly
responsible for long-term growth and for
variations in the growth rate: the number
of employed persons and their demographic
composition; working hours, including the
proportion of part-time workers; the edu-
cation of employed persons; the size of
the capital stock; the state of knowledge;
the proportion of labor allocated to inef-
ficient uees; the size of markets; and the
strength and pattern of short-term demand ,
pressures. Advances in knowledge were the L
biggest single source of growth. As in

Denison's previous studies, lengthier

education of the labor force appears as

a major source .of growth in the United

States, especially in the growth of output

fﬁ per worker. (Emphasis added.)

¢

o e

The 197&_.€u4§ bears out the basig thesis of the earlier studies
conducﬁed by Déhison,‘thac is that educ#éigg of workers is still one of
the most, if not the most, .important source of growth in the United Stétes:
IncreAsing human capital'on 2 national level in'the‘forh of increaaing
years of school attendance hla a pay-off to the nation (xn the form of

increased grawth rates). and to the 1nd1v1du11 (1n the form of higher
fnonetary wage xncome) r

R Eiégnding the school leaving age aﬁd nctivgly encouraging people ;
td\ﬁursue’mofé and more education is vieued.by Denison,‘and'huhin capital

~
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theorists in general, as something desirable. Thus, policy formation
and influencing policy implementation is an important component of

their work. (Denison spent about half of his 1962 study discussing

ﬁ‘:ssible strategies for increasing the United States' growth rate

the futu?e.) Results of the 1974 study are reported in Table 2.2,
which reports Denison's Tables S-1, S-2, and S-3 comparing the results
of the 1974 study with the results of the 1967 study of:nine Western
counﬁries and the results of the 1962‘study. Of interest to us is the
chahge in the percentage point contribution of education to nat:iorw.l't

growth. There is some difference between the three studies, the
greatest being the decline from 0.67 reported in the 1962 study to
the 0.40 reported in the 1974 study. Both figures refer to che'period -

1929-1957 in the United States. The difference between the contri-

bution of education to the growth rate in percentage points reported

in the 1967 séudy (0.49) and that of the 1974 study (0.40) is insig-
A ‘
nificant. This, However, refers to the 1950-1962 period.

Contribution of Education to Growth Rates in the U.S., 1929-1957

(in percentage points)

1974 Study 1962 Study

~ <

0.40 0.67

&

Contribution of Education to Growth Rates in the U.S., 1950-1962

™ (in percentage points) ‘ : .
1974 Study 1967 Study
0.42 , 0.49

Source: Denison, 1974B: 344,345,346, ’
¢ . ’ '
There is actually very little difference in these figures

bcéa;le, as Denison (19743;3&7)'pointl out, the drop is a result

43
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'...mainly froﬁ a reduction in the allowance for the number of days
attended per sehool year and a reduction in the estimate of bias in
Census data." - .

Another change of interest to us is the significant increase
in the estimate for the‘contributibn of advances in knowledge and
n.e.c, (not else‘pgre ;iessified) reporte& in the 1974 study. It
rose to 0.80 percentage points from the 0,59 reéorted in the 1962
study for the period 1929-1957. For the 1950-1962 period, the estimate
rose from 0;76 in the 1967 study to 1.15 in the 1974 study. Denison
reports that errors which. were discovered iehthe 1967 study resulted
in an underestimation of the estimates for advances in knowledge and
n.e.c. (which, in any case was obtained as a residual ie both studies).
Therefore, the 1974 study-revided this particular estimate upwards:
0.23‘percentage points "...for estimati;gCthe-effects of fluctuations
in the lntenslty of demand, 0.12 points by the revxsed data for non-
| residential structures and equlpment and 0.07 p01nts by the upward
revision of the growth rate 1tse1f" (Denlaon, 1974B:345) . .
In facéw\the”total labor contributxon to national economic growth
'1n the United States for the 1929~ 1957 period was dropped 0. 25 percentage
points from 1.57 percentage points’ ‘reported in the 1962 study to 1.32

"

percentage points regorted in the 1974 study. Ih{§~particu1ar'droy

seems to be primarily a result of the reduction'qf_thé education estimate;

‘a” more minof component of the reduction is elimination. of an estimate
fot "ieereééea experience and better‘utilization of women workers'
whtchbproved to be of trivial éize (Dénison 19743 347)

" For the 1950-1962‘per10d however, the estimates reported for
total labor ‘contribution to-growth in the United States were neerly

¥

~

g
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identical in the 12?1 and the 1974 studies (1.12 and 1.1l respectively).
| Since the mid-1960's, several ecohomisqa have applied Denison's
_mﬁdel to other national studies (Bertram, 1966-Canada; Lithwick, et. al.,
196 7-Canada; Bowles, 1969-Greece; Sélowaki, 196 7-Mexico, Chile, India;
Psacharopoulos, 196§-HdWaii; Williamson, 1969~Philippines; Bergson, 1965-
u.s.s.n.-)('see Blaug, 1970Bb:98). :

Gordon W. Bertram (1966B), in a study frep#red for the Economic

- Council of ééhada, estimated the contribution which education made to
economic &evelopment (growth) .in Canada between 1911 and 1961. For
cémparison purposes, he éaicglated';;cimatés for the pgriod 1929-1957
and compared them with Denison's (196?3) estimates for the American
economy for the same period.

Duripg the 1929-1957 period; the estimates fér Canada ;ne‘sub— ‘
vstantially lower than those Denisbn'reported'for the United States.
Bertram's estimates indicate that édﬂcatioarmade a much smaller contri-
bution to economic growth and wé;kér pfoductivity'in Canada than it
did in ;ﬁe United States for this périod The ggason for thxs, accord1ng
to Bertram, is because Canada' 8 anestment_angducat1on was lower than
the American investment in education. |

| Bergraﬁvusgd ben;son's model for th;.study. Bertram's study,.
like Degison's,:was:coﬁfinéd to-malé workers; but Beftram only iﬁcluded
workers aged 25;64 years old, whereas Denison includéd all male workers
25 igafa ald and older.r Educatioﬁ is mé;sured solélf in terms of
lyears of schooling, that is purely'quanfftativély.'_}dult education
and various forms 6f~on-the-job training were.not intludedltBertram .

employed Denison's asnumptxon that only 3/5 of the income dxfferentlals

between workers of the same age category is due to dxfferences in educatxon
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The remaining 2/5 is due to natural ability and family background.

~

Bertram (1966B:61-62) reports that

(a)ccumulatlng evidence and analysis poxnt
more and more to education as a pervasive

and basic element contributing to the real

earnings potential of people, and therefore

also of a whole economy or society. Past

improvements in education have raised this

potential considerably by increasing the

quality and skills of the labour force. . ' ’
Estimates have shown that better education

appears to have raised labour earnings per

man by about 30 per cent from 1911 to 1961

in Canada, and that this has contributed

almost one quarter to the rise in output

growth per employed person.

Furthermore, the "(a)verage income per man in. the male labour force
» . .
- 25-64 years of age rose some 12 per cent due to improved education"
for the period (1911-1961) (Ibid.sto).

Bertram (1966B:55) measures. labor product1v1ty by worker income
)

(wages and salarres), as indicated in the statement that

~

. .labqr productivity (income) rose by 0.52

‘per cent per year over this period (1911-1961)

as a result of improved education.. Consequently,
total productxvxty per man rose by 0.40 per cent
per annum as a result of 1mproved education (76
per cent of 0.52). Educational improvements thus
accounted for almost one quarter of the rise in
productivity per person employed from 1911-1961.

"For the perzod 1929- 1957, improvements in educatxon contributed some
20 per cent to productivity per employed person in Canada — whlch is
less than half the correspondxng fxgure (42 per cent) for the United
States reported by Denison (Ib1d )
R ‘The difference between the estimates of the coatrxbutxon of
educatxon to growth for Canada and the _United States are slgnzfxcant

The fact that Denzson and Bertram. place great 1mportance on educatlon

as a source (factor responsxble for) growth further emphaaxzes the

Vo aremnd e -
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"backwardness' of Canada in respéct to education of the labor force.

The calculation of the contribution of edu-

cation to the growth rate of total national

income [in Canada] involves a method similar

to that used in the...contribution of education ,

to the growth in output per employed person. , .
Improvements in the quality of labour input

are considered equivalent to an increase in

the quant1ty of labour 1nput and the rate of .
growth in real national income in Canada for ‘

the period 1911-1961 and 1929-1957 are again :
approximated by the rate of growth in GNP (Bertram, 1966B:55).

Bertram (1966B:56) found the contribution of‘educaclon as ac-
counting for 12 per cent of the growth in natxonal income for the
period 1911-1961, whereas it accounted for l1.4 per cent for thé
period 1929-1957. The contribution of education to growth of national
income for the period 1929-1957 was.estimntcd at 23 per cent by Depison
for the United States -- approximately doubie the Canadian figure (Ibid.).

Another significant diff;ience setween.cgﬁada and the .United.
-States is the fact' ghat per capita incﬁme in Canada "...has rgbaineq
persisténtly about one-quarter below that .of the United States sinte
the turn 'of the century" (Bertram, 1966B:57). According to Bertram .

N
(Ibid.) th1s is due to "...dlfferences in quality and quantity ‘of

inputs and the efficiency with which they are used in the Canadiﬁn
, .
. N

economy." N ' N o : ' \

If the gap in real income p/r member of the o,
labour force between Canada/and the United
States is taken as 20 per cent in 1961, then
~ the estimates made in this study concerning
" the relative differences in the educational
. ____.attainment or quallty of the labour force in
the two countries indicate that the quality
difference is a source of about a third of
the 20 per cent difference (Bertram, 1966B:58),

Universal elemenﬁary education was strongly promoted in Canada

from the late nineteenth century through to the First World W&r,



49

(b)ut the record of the Canadian educational
achievement seems to taper off by 1920. It
appears as though the democratic spirit which
had promoted universal elementary education

in Canada failed to operate to the same extent

* in secondary educatioh efforts, and education
beyond th elementary school continued to be ,
more the prerogative of an elite. The high : : ' -

schools were excellent, but their output was
'small. With a limited production of high

school students, university educdtion was even

less available to large numbers who were potential
university students, :

Thus, despite the fact that there has been , \
a significant long~term rise in the educational
attainments of the labour force, the extent of
this rise has been considerably below that for
the United States since the First World War.
This has resulted in the emergence of a widening
" educational gap between the two countries...
For example, by the beginning of the-1960's,
the median year of schooling of the Canadian male
labour force was about two years below that of the
United States male labour force, at least for the
age group 25-64 which constitutes the bulk of the
existing labour force. This appears to reflect,
in particular, the wxdenxng of the gap at the’
secondary and university level. In relation to
_the United States, Canada began to lose ground
in its efforts to prepare high school students
in the inter-war years, and university students
in both the inter-war and the post-war years (Bertram, 1966B:61).

Bertram (19663:61) remarked that "(e)ven uhder'very\favoqrable
aseumptio;s,_it woﬁld require many’ygats‘to elimingte the differences
in the ;verage levels of education between Canada and the United States."
He ascrxbes about one-third of the income dlfferences per man between
the Unlted States and Canada durxm.‘the early 1960 8 to be due to ﬂ v .
lower Canad1an educatlonal attainments. The fact that the per cent .
. increase in labor earnlngs per man fer~£he 1911 1961 ‘period in Canada
lq'only one-half the increase in the United States "...reflect(s) the
I'Wideuihg gap in the average;level-of schooling in terms of economic

growth", acébtdiug to Bertram (ibid.:62). : N J L
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Bertram (1966B) refers to a comparison of social and private
rates of return to hiéh'SChpol and univergity education in Canada
(based on ?6doluk'a work) and in the United States (based on Becker's work).
Becker (1964B:121) eltimate& the social rate of réturn on univeraiﬁy |
eduééiion in tﬁe Uhited Sfates ﬁb be béfﬁéehvé aﬁd il-per.cenf perm
year which falls within the range of rates of return on all business
capital. For the private rate of return to uanetSICy education 1n
the United States, Becker (Ibid.:114) calculated_a 12+ rate of return

per yéar (adjusted for differential ability). ' Bertram (op. gig.:GS)A
¢ i :

reports that

(c)alculatxons for Canada have shown that ™
przvate returns on the human investment
in high school and university. education
are in the range of 15 to 20 per cent per
year, with al1ght1y higher rates for an
investment in & university education than
in a high school education (Podoluk, 1965B:61)...
Canadian . rates of return to education compare
favourably, not only with those on alternative Co A
returns typically accruing from total capital : .
investment in physical and financial assets,
but also with the sxm11ar u. S ‘rates of return
‘;,todﬁﬂucatzon b , )

' _Bertram, 11ke Den1soﬂ, is xnterested in xnfluencxng government
‘poiicy In‘that vezn,sBertram (1966B 64) remarks that ".. no; only :.
[13] education a'sxgnxflcant factor in ra1s1ng preduct1v1ty and lxvxng_
standards, but a‘lao that: a relat;mvg mcge‘gs_,g xn-_e,xpe,ndxtures qn,gc_lu-_. ';‘ 3
!catioﬁwvould gqntribé;e;tq:an.efgipiegt’aplocé§§gg_df resources.” Hﬁre
bluntly, v | | |

(t)he mn;or polzcy 1mp11catxon is that
zncrenazng efforts .in the area of education:
are.a prerequ&oxte not only for the main-
_tenance or acceleration of product1v1ty
growth in Canada, but also for the nar- »
rowing of the existing differences in''the . - ;
'ﬁmhulwﬂofwwmnnq,mdmuﬁue '
v'the lxvxng standard, between Canada and the U.S. (Ibid.).
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C. Micro~Level: Investment Appronch »
| Despite the results of.empirical studies on the mac;o—econanic
level, Schultz himself feels very strongly that macro-economic theory
hss'faiied to provide adequate ansQers to manfﬂlong-atanding economic
puzzles and paradoxes. Therefore, Schultz called for what he calls
“an investment approach” based on miqro-econopics, and'invéatment theory
in particular, té resolve some of-these problems and to prov;de theor-
étical and empirical advances. This in;eQQmen; approach would link
the macro~ to the micro—levela and provide a' theoretical and empirical -
basis for pragmatic and rational decision-making and policy formation
for inveastment éhoiceéboh the individual‘gn well as on the national
levels.. While the nat?onal groﬁth/deVelopment approach, sometimes
referred to as the national incope #pproéch,'opetates on the macro-~
economic level; the investment approach. operates on the micrb~economic
leVel Accordlng to Schultz (1§6IAC) the anestment approach al-
th0ugh its focus is on 1nd1v1dual rates of return on investment in

education, also enables one to estimate the socxal benef1cs of edu-

cation by aggregatxon of data on 1nd1v1duals Schultz belxevea that

- mot only’ could'thxa'be done, but that it should be done.
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‘Séhyltz‘ip dqncérned‘with such things as individuéi desisiqn-' _ '
making and ptivate r#tes of-return to investment inreducation' In - p: ?E‘k
‘Nexpresaxng the need for an xnvestment approach to human capxtal |
formatxon (zn addxtxon to the natxonal growth/development apptoach

_ developed by Den;son) Schultz (1968A 283) remarked that

(w)hxle thzn knowledge of the sources of econ~

‘emic growth (provxdﬁd by Denison) is indeed
; u:eful..., ‘it is not‘an approach to determznxng ' . .
"'the undetlylng costs and returns to 1nveatment S ) . . \\\




that produced the additional sources that
account for this part of economic growth.
The important matter of an optimum allo-
cation of total net savings among invest-
ment opportunities is not a part of the.
aim of this national growth/development
-approach.

"~ Schultz proiaed those economists who were already doing some
work in this area and attempted to incorporate this branch of micro-

economics (e.g., xnvestment theory) into the cotpue of human capxtal

theory

1 fxnd 1t Lntuxtxvely plauezble that ad-

piles and paradoxee revealed
B, for example Telsexr's
of - opecxrzc human capital and
R by fxnmo in his search for

WggRiAnts of Phe,differences in the
[ ;wiuutﬁ in mBhufacturing. Thinking
0€°thd activities of the household,

it may prove etpecxally rewarding in coping

with human capztal formation by the family

to approach it as a part of the productxon

activities of the household, and also, in . e o
getting at the 'satisfactions that it renders - v

to the famxly in conpumption. The differences ’ ‘ﬁ\h\\\
in the motivation of students in their school '
work sssociated with the differences in job-
“‘market dlacrxmlnatxon, follow1ng the approach

of Welch, is another case in point (Schultz,’ 1970Ab 305 306)

Schultz (1970Ab 297) credits Gary S. Becker with’ the development

.
of the theoretzcal analysis of xnvestment 1n human capltal (in Becker,

19624) . Accord1ng to Schultz (1970Ab 305) Becker s work conetxtutes

. a maJor breakthrough .
(c)omsider the orzgznal theoret1cal andlysis. of
of investment ih human capital by Becker. I
think it is fair to say that he started with the
- aim of estimating the returns to college and’ hxgh
school ‘education in the United Stateo._ In pursuiig
this aim, . he dxlcheted that the anestment actzvxtxes
associated with education were akin to other invest~ - ' N
ments in pe0p1e and that all these actxvztxee had ' I

-



N

basic attributes in common for which received
theory, tailored to investment in structurea
and equipment, required reformulation. Then,
‘later in pursuing the many implications of-
earnings foregone, he discovered the problem
that could be solved by a theory of the &llo-
cation of time,

Gary S. Becker set out to develop a theory of income distri-

bution which would "...both articulate well with general economic

: . . : : .
theory and... would be wuseful in explaining differences among regions,

countries and time periods" (Becker, 1966A:358). Becker believes that

an analysis of investment in human capital would and does provide a

\

“'sxs for such a theory As he points out himsel f, the distribution -

*

of personal income has long been of interest to economists, including
Adam Smith; yet despite this historical interest and the plethora of

empirical information which has accumulated, economists for the past

- generation have neglected the study of the distrxibutign of personal

income (Ibid.). A

Becker set out 1n the early 1960 s to provxde a theory on the

'dxstrlbutzon of xncome whxch was based on nn analyllu of investment

_in human capltal. In Becker s (1966A: 369) .own words,

}

- (t)he body of economxc analysis desperately ; '
needed a reliable theory of the distribution .
of income...our approach seems to offer con- ' ‘
- sidexrable promxae of filling that need. 1In
~any case we hope to have demonstrated that a
theory of income distribution need not be a
patchwork of Pafeto distributions, ‘sbility
vectors, and the toss of a coin, but can wear
clothing as neat as that worn by the theory of
households and firms. _

Y

Becker's theory -taten that "(t)he total earnlngu of any peraon

after he hu f:.nuhed mvestmg in humnn cap:.tal can be said to equal

the sun of the teturnl on his investments and the earntngs from his-

-

} . N

'orxginal' hunnn capxtnl" (Becket, 1966A 359)
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Like Denison, Becker measures investment in human capital
solely by number of years of formal schooling. And also like
Denison, Becker does ot consider all the differential in earnings

between workers of the same age category to be due to differences

in education alome.

Each person is assumed in effect to maxxmize‘
his economic wglfare by investing an. appro~"
priate amount in human capital, and the dis-
tribution of enrnxngi is. determined by the -
distribution of investments and their rates
of return. These determinants are in tyrn
related to various "institutional" factors
which also play an important part in our
theory: inheritance of property incame,
equality of opportunity, distribution of
abilities, subsidies to education, and other
human capital, etc. (Becker, 1966A:368).

s
Like the macro- level strand of human clphtal theory, the mlcro—
level (ﬁ;vestment approach) -has as one of 1ts basic aasumptzons the
_neo—clfbdncal prxncxple of margxnal productivity. This ‘means that
dmfferences 1n earn1ngs of workers (generally in the same age cacegOtyL;
are assumed to reflect dlfferencea in the1r productxvxtyp Becker
utilizes thxs‘prgncxple in his work; so dogn Schultz. “For‘hﬁman
agents it is,fairl}lstraighﬁforward to thg extent that there' is a
linkage between wﬁat they contfibute to production and what ‘they earn
in wéges and salarié.s " (Schultz, 1968Aa: 283).
Human capxtal theory -a8 Schultz formulates it is posted partly
on the neo-classxcal idéa that 1nvestment ahould flow into those

—

sectors of the economy whxch have a high rate of retuwn (hecaune high

rates of retwrn indicate under-inveétment) Both 1nd1v1duals and socxet :

N

would benefit by such an investment. Converaely, a sector which yxelds

low rates of return would be a sector which has been over-invested in..

It would be,gggfidered ﬁaaggful_fbr governments; as well as for cor-
5 S . g .

L
u
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porate groups and individuals, to invest'in a sector which yields

37

a low rate of return. It would also be considered wasteful not to
invest in a séctor which yields a high rate of return. -The ultimate
‘aim of neo-classical investment economics is .to equalize the rates

A ] \ - "
of return in all sectors' of the economy; presumabley, this would

~
’

eliminate un&ef- and over—inve-tgeht in any one sector of the economy
and mnximize economic efficiency and equi}ibrium.

Schultz and, other humnn‘capital economists advqcate investment
in‘hugnn capital because it yields high rates of return to both the
individuai and society. ..(T)he quality of human effort can be
gre;tly 1mproved and its productivity enhanced...such investment in
‘human capital iccouqts for most of the impressive riéé in the real
.ear;ings'per'workerﬁ (Schultz, 1971B:25). Schultz (bed :35) states
tha "(L)nsofar as expenditures to enhance such capabiltities also
B xngreaae the valbe-of product1v1ty of human etfort [labor] they will

yield a positive rate of return." ' .

n

The method employed by the 1nvestment approach 1! that of rate-
ﬂﬂof-;eturn gnalysxc. Rate—of-rqturn gnaly-1- for 1nvestment in_education
-d;pfgnguxlhea.bgtween two types of’t;turns: Pri&ate (br individual)
:rat§~pf;§§turn7;u§ social rate of rgtutn., Individua1s.tena to be’
coﬂcernea with the fo;meré whereas governments are mqﬂi-coﬁcerned Qith\
th;~latter.

* The pr1va;e rata of return to educations 1. the fxnanczal
return in the form of 1ncredied mone tary earnxngt whidh the xndxvxdual .
gun\ ;l a result of 1nveatmnt in more educltxon. t‘ﬂé cd-ts both - ‘

_dxrect and 1ndztuct, to the 1nd1v1du11 and/or her/hln‘fa-mly conltztute

the . I.nveltnhlnt The lubcequent J.nct'e in enrnmgl u a result of

\
\ . o ) . . . f,ﬁ/‘ ]

> o \'
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acquiring the additional education minus the investment costs comstitute
the return on the investment. ¢

It is important to point out that the private rate of return '

to education in economic terms (monetary earnings) is not the same

as the real or full pi"i.vate gate of return. Becker (1964B:121-122)

: -
points out that

-(£f)ull or real returns and costs® would
be the sum of monetary add psychic ones, and - ]
) . the real gain would depend on the relation ~ -
' between these real returns a?d costs. The "
- psychic gain from céllege, like the monetary
gain, probably differs considerably between
e the typical college and high school graduate.
For presumably the former does and the latter
does not gd“to college partly because of a
difference in expected plychic gaiﬂl...

Quanu dve estimates of psychic guns s
are neve ﬂctly available and gre usually e
computed dually as the difference between -
mdependent estimates of mone tary and real .
gains. Unfortunately, mdmndgnt estimates . : -
of the real gains td collage graduates are

not available. oy o Y

'I‘here are some ltrong concepml and statistical g_ff:.culnel
5"~

Y-

in
.. .estimating the private rate of return on edu- ® 4 _;’@
' cation from income differentials between persons R
. . - differing ineducation...Simply wordéd, the argu- s
ment is that ‘the true rate of.xpturn on education
is grossly overestimated becs persons differing o M
in education also differ in mewy characteristics’ . -
thnt cause their.incomes to d:.ffer lylzeuucnlly (Becker 19645'79)‘.
- . This leads us to a d:l.lculu.on of bow private re;umc to education
. * 3 "
ured “and calculnted There are' divergent a grounhe- to measuring v
J'.n r :

e pnvate teturns Bau.cally, the dx.ffetence bctveen the approachel
'*-'l'
)nrmes on whether or not it is the ", uuu% of leetnne- anonu

J »by -'levelo of educatnon .." or”the ".. raq:g ‘of réturn on mveltme,nt: in
A o

oducludn" which is bemggcalcuhted (%doluk 196SB 54—65).

t- . Co s . o s’
e . . s ¥ - o Cy
. - : . S C s
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® schultz initially used the measure of lifetige earnings by
levels of education approach. So did Herman Miller (1960A), whose
data were usad by Schultz, This app;-oach has been ah,enc'loned by
Schultz in favor of the other approach of eatimatix{g'p;:esent value

of income streams by discounting them at various interest rates.

The switch was made because of a number of difficulties with the

earlier approach. | : , -

Because Lof‘-the lifetim eeminga by levels of education approach

N

L

to the return oq eciucenen ju) been largely :§|doned, we shall focus
/
on the prxv(te rate-ﬁ-‘tetum anelylu as formdlated by Gary S. Becker

; (1964 3'7) wgsveloped the theory and technique of denv:.ng the

“ﬂ' (1..

ram ﬁre;m’n, the ~amoun t LnVelted and the 1nveltment penod from

Y

r iiet eat:nu‘d,

& Beéker (1962A 49) states ;.hqd ", 'tﬁe‘ total amount invested in
a gener.;hzed concept of huumn cap:.tll and its rate of return can be
estimated from information on earnings alone." There fore, Becker ]
theoretxcal and emp:.ncal work in hunan capital deals with ell activities
-and cherectensncs whxch have the effect of raising ea.rnxngs .» Our focus,

however, is on od1§ ‘one of these factors -- educhtxon Accordmg to

, ‘noat human capital theorists, education is the single most important

- . investment factor (at least in developed countries). Furthemore,

\
(4
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y. really being referred to by the tem educauon is formal schooling.

X
Becker utxlues the 3fnet¢1 ecoﬁo‘ic bel:.ef thet. the incentive
b »
for J.nvest-ent: n‘:he expected rate of retum, and thet thu is true

vhet:her one is mveg*z in phyucel (material) capital or in human

o cepxtll (people) Becker (196&37),3Een huuovn ?fOtk as coutnbutmg

. Ca
to geuetel economic theory in that "...an investment epptoech to hunan
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resources is a powerful and simple tool caplble’of explaining a 4
Wwide range of phenomena, including much that has either been ignored
or given ad hoc interpretations."

Belief that individuals do in fact maximize their investment

opportunities in a similar fashion as individus\firms is an inherent

element of the investment approach to human capital, as it is to 2 ‘
: e

micro-economic analyses in general. " (T)he amount 1nvesng‘d

human capital results from optimizing behavior: leach pe“%.

in effect to invest an amount that maximizes his economic welfgre

osed

(Becker, 1966A:359). ‘ ’ | i1y

Rational behavior, however, is not entirely necessary to come _ )

) ' - ~ o AN
out with the same tesults. Becker (1976B:153-168) "...postulates impulaive
or random behavior...and shows that, betause of the coqsttaint of scarcity,,
negatively inclined demand curves téault from tﬁeae assumptioﬁa as wefl

9 ‘
as from rat@al behavxor" (MacRae, Jr., 1978A: 1255) ‘ ,{

. Thus, Becker haa developed a micro-economic model to expla:.n" 9
the profxts on investment in human capxt:al as measured by the race of
'return individuals earn on - e ) SN

...a unit of human capital (give by the ‘ .

slope of its demand- curve) adju¥d for '

the "rate of interest" on ;.nveatment op- -

“portunities (given the slope of its supply R

curve). In principle, every -individd¥t . A ' %
has a unique’ demand-supply. function Wich . _

accounts for observed differ@nces in earn- .

"~ ings and leveh of human cnpral accumulat:.on (Sawyer, 1978A:1266) .

Individuals thh lower supply curves or h1gher demnd cﬁrvea or both

3

nveat mot:e tha'n others. It: is mportant aldo to understand d\at

-

Beckér 91966A 368) sees his approach as fitting into -the mainstream
. A '
of general neo-clau:.cal economc theory, unhke ther appmches to
. s . .
. Y



. periods of school attendance,IO The internal rate of return

'ajz?bution of personal income; so that in addition to developing
an investment approach to human capital formation, he has developed a
theory of .the distribution -of income.

.(U)nlike most other approaches to,income
dxntrxbut1on, it does not consist mainly of
° mechanical curve fitting or ad hoc probability

mechanisms, but rather relies fundamentally

K on maximizing behavxor, the basic enaumpt1on
of general economic theory. Each person is -
assumed in effe¢t to maximize his economic
welfare by investing an approPrlate amount
in human capxtal and the distribution of

. earnlnga is determined by the .distribution
of 1nvestments and their rates of return.
These determxnants are in turn relffted to
various "institutional" factors whxch.also
play an important part in our theory: i

herxtaﬁce of property income, equality of S n;J,,.
opportunity, dqutzbut1on of abilities, sub- ';v* T
sidies to 'education, and other human cap1tal etc. ‘Jrékn g
RE
Furthermore, Becker (1966A: 369) comp1a1ns that "(t)he body of uﬂiq

]

»

Focus1ng on individual investment in education, Becker (19643)
o T .‘ """""" .
calculates the private rate of return %o cgllege grad‘lflon "...as

1
PR

the internal rate, or rate of ducomt that mkes the“:.ea of dif~

L
v

ferences between college and h1gh school graduatel sum to zero, where

the costs of college (including foregone earnings) gives rise to

vnegative differences" (Ree¥, 1965A:959). .

Becker treats the costs of schooixng as ﬁegacxve xncome during
11 is "that
dxacount rate whzch yleldu a preaent value of zero for the net xecome
streams derlved frqn the add1t1onal education” (Podolqk, 196SB 60)

Thus, the earnings éxfferent:.als- for col]cge gmdnates are: between

chose males with college- graduatxon and thole males who hnve conpleted

o L

1

analySLa desperately needs a reliable theory of the e}strxbutxon o!&u,“‘ .
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high school. For male high school graduates, the. earnings differentials

are between the male high school graduates and males 'having completed

.

five to eight years of elementaty education.

- What, then, is the pnvate rate of return to mveat:ment in

a

educatxon? Beeker (19643 76), n already noted, relx\es prunanly on

A‘> .
_the internal rate of retumn. 12 'fh’e Jgate of return to an average

«

~® s
for urban, white, male college graduates, and a lower.ral:e for non—wh:.tes,

women, rural persons, and cw, and a variance within any
" 7. T .

\r;

college entrant is 10 td w cenf: ‘9er year' with, p h:.gher rate

particular aubgroup according to ability (Ibid.').
o 0.
A
The pnvate rate of retum for whxte, male college graduates
!

FRE Y

]
" .

The rate of return to {nvéstnxenta in smaller corporate wmanufacturing 4
firms is "...of the same general magnitude as that from college edu~ _ }.‘

vcation’...’rhc average rctc_ of return... at a 11tt1e over 7 per cént:}’]'4

-

(Ibid.:115). A a - .

- Becker (19643 112) poz.nts out that "...a dynamic competitive
eco,:omy produces conuderable var:l.anOn in the gain from capxtal
whether physical or human Dedp:.te the dxt'hculty in escim*mg the‘.
rate of return to college edu'cat:.on due to known fac;or dxfferencee

(such as race, age, §ex, regxon, abxlxty, utbn}x/rural) and to the

15

N
capxtaI lnvestments, ~ a hbe;al college educatxon y:.elds a higher

- e
pnvate rite of retumn than any other 1nvestment. ' Do é ~

Reald’:m.ng that: the przvate rate of retum to co].lege ‘education

RS

»
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»}(adjusted for ability) is "...more than 12 per Ctex'nt:...f']"3 (Beck/er, 19643:1'14).‘

, / ‘ » :
_fact: thg_t the pay-of.f takes ‘much .longer than that for most o.t:her : T



i 4

Becker (19;43:122) cites dnta that

e
...indicates that the gross invls tment in
college .education rose from nbaut52¢5 per
cent of that in physxcal capital in 1920
to about 8 per cent in 1949 to .12 per cent
in 1956. Foregone earnxngn, which are a

L.rOugh measure of private 1nveatment, rose . iy,
no” less rapidly. So the private real rate - L
of return has apparently been higher on
college educ‘txon than on physical capital.l6

Before concluding that it is more profitable for relatirely
young indlvidnals to invest in.college'eeueation than in tangible
capital, attention must be given the fact that Becker's data was

fdr white, urban nales Becker (1971A 109) subsequently reveals
that this group of college. graduates constitutes only 45% of all
college graduateafv It is a very diffe;ent story for thé 55% of all
college graduatea who are rurtll non-white, or'female. Even though
Becker made no estxmates of returns to the latter groups of college
graduates, the average returns to such groups are probably appreciably
lower than to white, urban mnles. Consequently, Becker (bed ) sets
the average pr;vate rate of return to i1 college graduates at’ lees

3 s

than 92, even though a defxmte fxgure .ga.a ‘not been . :calculated. 5
.7 2N v."‘

e € Sy oy

Thxs casts an entlrely dxfferent pzcture to the queltton rexardzng
&

‘which 1nvestment yie}ds the greatest private return,-that-rn human

-

capztal ordghat in tangxble capxtal Becker (ld?lA'lO9 110) has
refxned his- estxuates of retﬁrnu to ‘tangible capltal as well " ..(T)he"
average return on capxtal OWned by busxnesl enterprxnen" is hxa latest

conceptxou of what the average return to college education should be

‘;conplred Cbed )a The 7% figure prevzously quoted refers to the rate

d

of return to gmaller cegporate manufactutxng fxrm; (1938-1954) after
A
~ 4
cotporate ince}h taxes,;?Sane the return on college grnduatxon is
{\ o R J’: . ‘~'
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,nprxvate rate of retu

. '
computed before tax, the 12% (before-tax) return rather than the 7%
should be used (Ibid.1.17:

After estimating the return to unincorporated business enter-

prises at 5 to 8 per cent,_and,the,ratio of corporate to_urincorporated

capital at 6 to 4, Becker (1971A llp) comes up with the average return

to all business cdpital at 8 per ceht y‘iﬂ*
Therefore, there is very lltrle dszerence in the average

prxvate rate of return to college ehucatxon and to busxnese cap;tal

(Becke% 1971A 110) The cOnclusxoL drawn by Becke:\xs that there

has not been .an ‘over-all under-xnvei;Zent in college educatxon based

18 B '

on direct private .returms.

~

The*very scanty data that are available for the firselferty years

. . “ »*
of the 20th cen:ury indicates that in the'Uniced States there was a

geggral declxne in the absolute earnxngs d’fferentlals as well as the

o

. ,.9‘,.
e

coliege graduntes vza*h—vxa hxgh school
graduates. Theﬂrealveoute of achoolf;g roee substantially during the:‘
same period. Howevef, Becker'(1§645-131;134) ceutions against firm
conclualona being drawn because the 1nformatxon for the perzod prxor -
to 1939 "...is extremely scanty and unrelxab1e~ ."‘but that it is.
. suffxcxently nnportant that much more attentxon ‘should be pud‘ B
to the h15t9r1ca1 evxdence." ’ | |
‘Beeker feend highef private'rafgéipf ?efufe’thﬁigh ecﬁobl‘edué
cation than on college educatxon. For'tﬂe 1939 urbah, netive-white,

male cohort of hxgh school graduates, the beat p£;;‘te rate of retutn

is 16 per cent unadJulted for abzllty.f For the 1949 all'wh1tg,.male

Acohort of hxgh achool graduatea, the prxvate rate of return is 20 per

!cent egaxn unad;dited for abxlxty Ihue, Becket,puts the average:'

' ‘. ) - . . o A .
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private rate of return at 16 per éent, unadjusted far ability.19

This is several percentage points higher than the retumns to college

graduates,

‘Even’ though the'adjuated'ptivate rate of return tb‘ﬁigh school
. ‘i

I

graduates is probably much lower than the‘unndjusted rate, ﬁt’"...ia
probably considerable" (Becker, 1964B:127). Becker (Ibid.) states
that although high school education hqs been compulsory in the United

i ‘,taces for many ye{fs, "(t)he very rapid secular growth in high school

- __—
education in the Uhfted States...is probably ultimately more directly

G -
related to anticipated private and social real rates of return."

’
LT

Between 1939 and 1958, the private rate 6f reiurnzp to éie-
- "' LR ' . ) N B
mentary education has been highgf than high school é;:huation, which

in turn haa been higher than the retumn to college graduation.

s
- Ao ]

‘Hawever, one muet keep in m1nd that even the lowest average prxvate
. rate of,rgturn (that to college graduation) is about 12 per cent per

yeat. That xl,gbout the same as the after-tax rate of return in

3

cul'iv'xndustry and much hlgher than the rate of return to ‘low risk, 11qu1d

capital investment. o i .

_ The private rate of rethrn to college graduatigg:  c1ined about

1.5 percentage'pointa from 1939 to 1949. Despite questxonable
statxstxcal sxgnxfxcance of the calculatxon, Becker (19643 129) poxnta
out that thxs ﬂf%.xa connxstent with- extensxve evidence of a general
narrowxng of sk111 dszerentxals durxng ‘the’ 1940'3 . _‘ancg 1956,

. A:_there hu._be_en a ll\ightv :.ncreue .:.n the pnvate, rate of retumn to
.bgllége jradudtea, ".. .consistent with the alxght general wxden1ng of -

' skill dxfferen:xall durxug the 1950's" (Ibid.). Durxng the egtxre

3 cwegty-th:eg.year perxpd under study by Becker-(1939-1962)§»the éiivaté

i . . . . -

b
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-cates

rate of return to male college graduates changed very little..

‘ N , . :
In contrast, the private rate of return to high school graduates

3

‘ Sl ,
increased by 4 points from 1939-1949, and by 8 points after 1949,

. for a total of 12 points over the twenty-three yearaZI (Becker, 1964B:129).

* The changes in the'ratee'lince 1939, according to Becker (Ibid.) are

a "...net result of several changes with different effects."zz

Becker (Ibid.:131) thinks that, "(i)f adjusted rates behaved similarly

to unadjusted ones, the rate of return fxom college did not change
on balance and that ffom high school increased substantially after
1939.".'Becket'l (Ibid.) apparent exblanaiien for‘this phenomenon is
rather curious: | |

Therefore, advances in technology and other >
forces increasing the demand for educated -
persons must havé offset the. increase in
college graduates and more than offset the
increase in high~dchool graduates. Conse- ’
quently, technological advance and other
changes apparently increased the demand for
high-school graduates more than that for”
. college graduates

The t;adiczonalfvzew in neo-classical economics regarding the

-

secdlar ‘increase in educationm, eapecially since World War II, is that

'earnxngs dxfferentxaln and rates of return on education will decllne

due E:;§ncreased supply. Howeve:, ‘Becker's (1964B: 156) work ", ..indi-
’ *y

at this rapxd growth in the number of hxgh-achool ‘and college
graduates haa not reduced their econcmxc poaxtxon. ’An eltetnatxve ‘
vxew has developed from ébe empxrxcal‘and theoretxcal research done

by Becker and others to the’ effect that anteaaed edncatxonal atta1nments

..in good part adJust to, as well as 1nf1uence, the demands of the,

econbﬂxc system" (bed ).

.’m
.
-



Becker (19648:156) also found that "...investment in education
. . .

in fact steepens and increases the concavity of age-earnings profiles.,."

- and that earnings do not tend to drop when persons reach their late

forties or fifties. Furthermore, Beckexr (Ibid.) states, that

.the steepness of age-wealth profiles --
the relation between age and the discounted
value of subsequent earnxngl -- is also
increased by investment in educatiom and
other human capital. It is asuggested that'
" the apparent large secular increase in the
peak wealth agé in the United States resulted
from a secular increase in the amount xnvested
in such capital.

Becker (1964B: 157‘) did not deal with the returns to specialized

programs of education in high school or cdliege, nor with the pbssible

differgnces in.:eturha to. bachelor degrees, magte: degrees, and doctorates.

o

Hig data were undifferentiated aggregates in terms of ‘the type of

program of education. ‘Differencee ih,gualitz between high schools
and between colleges were not adJusted for e1ther, even .though Becker :
‘recognizes that differences do exist and th%f they are 1mportant. -

o

-This is because:a workable technlque for quantxfyzng quality of edu~

catxon han yet to be developed. - ) &

Becker's (1964B) study deals only wi th the Unxted States, though

he thinks it is reasonable to assume that there are axmxlar, at least

l'

-positive, pr;vate returns to education in EuxOpean as well as under-

debeloped countries Others have done work on the returns to educatxon

'A in Europe and the underdeveIOped countries.

The socxal rate of return to investment in dxffetent levell of

‘ educatxon is a nnch more contiztxouo and tenuous thxng to deal with

Athan ‘is the przvate rate of retutn. The true, total oocxal rate of

B return 11 the sum Bf ¢11 the dxrect and 1nd1rect socxnl costs aubtracted

- 3 v '

£



from the total sqfia l'ly measured in ¢erms of national

income growth). real or full) social rate of return, like

the real private rate‘\of retum, is practically impossible to quantify.

Economists calculate the sooi;al rate of return by taking pre~tax
earnings differentials by level of education as a.percentage yield on
the total resource costs of educatxon (Blaug, 197OBb 204) Thus,

the social rate of return to educatxon encompauses the costs and’

Y

benefits to ’1nd1v1duala snd/or her/hu family as well as to the entire
society.

Social rates of return were calculated by
including all costs and all benefits atfributable
to obtaining an education, both those accruing

to the individual and/or his family and to society:
at large, whereas private rate-of-return estimates
include only the costs and benefits to a student
and/or his family (Rogers and Ruchlxn, 1971B: 171)

Smce World War 11, governm@ntl have ‘been incres

wlth.QveIOpmg soc:.o~econom1c policies which will m.{
cycle fluctuat:.one and ptomote sustained economic »growth-.' with the '
realzzat:.on that mcreaaed educntxon of the labor force hal been
brﬁsponezble for a s1go1f1cant (nearly 252) poéﬁion of the growth’;n
GNP in the United St&tes be%ween 1%29 and 1957, other c0untr1es have
calcu}ated the pnva& and soc:.al rates of ﬂ‘eturn to dxfferent levela
of edycation 1n order to develop“mwre effectlve polxcxea ‘Bertram's
study in Canada hu a-lready.beeo -c'i:.‘avcu‘ssed Before dlscuumg vaocxal
rates of return to d:.ffetent levels of educat:xon in ;nr:.ous c(mntnes,
prlvaze rateo of retum ‘will be compared for different counffxea
W11k1nson (19663) and Podoluk (19653) estxmated the private .

net present valuea of . leeume eammgl for dszerent occupatxons and

the. pnvate rate of :etum to educa,t:.on ('pre-tax ‘income) re,apect::.vely

c
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for males in Canada from 1961 census data. Podoluk (Egié.:61)
calculated a i6.57 private rate of retumn to completion of foﬁr to five
years of secondary school, and 19.7% private ratre of feturn to college
.g:aduation.23 Thus, returns to college graduatxon are algnlfxcantly
hlgher than those to high school graduation in Canada -- the reverse

of what was found in the United States. Podoluk (Ibid.:62-63) points

out that

. .there are significant dszerencea in the -
-age-earnxngs proflles 'of the various educa-
.tlonhl groups: in the two countries. For

example, in the age group 25 to 34 there are

. much greater relative differences between the

" average earnings of university graduates and

the average earnings of those with secondary
or elementary school diplomas in Canada than
in the United States. A higher education is .
a scarcer attribute 'in Canada and as a vesult,
younger entrants into the labor force with
university degrees may have.a greater im-
mediate salary advantage relative to high
school graduates and older university grad- 7
uates than is the case in the United States.

A\

Padoluk (1965B) hypothesizes that there has been competition

.

among employers in Canada for the limited supply of young university

graduates in the labor market, raising salaries rapidly. The shapes
of the age-earnings curves are also different between Canada and the

.

United States. There are gieacér differences between earnings of

younger and older age groups in the ‘United States than in Canada, though
agé-earnxngs patterns are similar for high school graduates in both
countries. _Podoluk‘(bed‘.ea) explains part of the,ahnrp dxfferencea

in ue-eam:.ngn prof:.les for college graduates 1n the United States as

A ]
'coﬁpared to Canada is due to the fact that a nnch hzgher proportion

.
h’

'of the Unxted States college graduatel had poa;-cncondary txnxnxng

I3

and/or gtaduate degresa.‘
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Pncharopoulo- (1973B) reported rates of returm to u& Qﬂ
and post-secondary education from otud:.el conducted in thxrty-§
countries across Europe, Africa, Asia, and the Americp. The tate-.
of return reported are unad’juute"d and. are for completed levels of
education. See Table 2.3 for data. |

For Great Britain, t_hé private rate of retuzﬁ to secondary
educgtion is 6.22 and 127 to college education. In Norway, the figures

were 7.4% and 7.7% respectively. The Netherlands have 8.5% return

to secondary education and 10.4%Z return to college educatiom. Turkey

‘has a private‘rate of return to secondary education of 241 and 26: te

, \ a
college u’aduat:xon  New Zealand, in contrast, has a 202 retumn to

. secondary educatxon and 14.7% retn»; to college education. The Phil—,

1ppmea hsve a private ute of return of 282 to oecondary education

and 12.52 to college education, whereas Ghana has a 172 private rate

.0of return to secondary education and 372 rate of return to college

education. Kenya has 30% private rate of return to secondary edu-
cation and 27.4% private rate of return to college education.

' These figures are given as illustrative examples of the great

[} s s ,

variance in the private rates of retum to education at both the sec-

68

ontfary and éollege'levellvu well as betveen ’develope";l ,a}nd mderdeveloyed '

countries. 'rnble 2, 3 taken fton PnacharOpoulo- (19738 62), reports o

‘the private and cocul rates of return fot thirey-two countries. ‘Prixnry
© education generally hu che highest pnvat:e and uocul. rates of retumn
-’becaule it is free in nmt: couutnu and thc foresone earmn.l are

v:.rtully zero !hny empirical studies indicate a. memral declxue

m the puv.te md mcul rat:es of return to €ducation: u one ptog:eues

from. eleuntary to lecondtry to colleae educnt'ﬁon 2%

N

K
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TABLE 4.1
SOCIAL AND PRIVATE RATES OF RETURN BY EDUCAT)OVAL LEVEL. AND
COUNTRY (per cent)
Social ' Private
‘Country - Year  Primary Secondary Higher Primary S&condary Higher
(1) ) (2) (3) (4) (5) (6) (7) (§)
United States 1089 17.8 14.0 9.7 1551 19.5 136
Canada 1961 .. 11.7 14.0 .. 16.3 19.7
Puerto Rico 1989 17.1 21.7 165 > 1000 23.4 27.9
Mexié 1963  25.0 17.0 23.0 320 , 23.0 29.0 i
Venezuela 195"1 82.0 17.0 23.0 .. .18.0 27.0 Q
Colombia 1966 40.0 24.0 80 > 50.0 '32.0 18.5
Chile =~ 19590 240 . 16.9 12.2 .. Sl ..
Brazil 1962  10.7 17.2 14.5 11.3 214 38.1
Grest Britain 1966 .. 3.6 8.2 .. 6.2 12.0
Norway 1966 7.2 7.5 7.4 7.7
Sweden ¢9_67 10.5 9.2 10.3 -
Denmark 464 .. 7.8 .. 10.0
The Netherlands 1965 5.2 g5 8.5 10.4
Belgium 1967 .. 9.3 YAt e 17.0
Germany 1964 .. A 4.6
Greece 1964 .. 30 8.0 .. %50 14.0
Turkey 1968 .. .. 8.5 o 24 o 26.0 .
Israel 1958 16.5 6.9 6.6 210" -, 6.9 8.0 :
India 1960 202 16.8 12.7 24.7 19 2. 14.3
Malaysia . 1968 .- 9.3 123 10.7 L RN
_Singapore ' 1966" - 6.6 17.6 14.6 ,20.0 25.4
The Philippines 1966 7.0 21.0 1.0 7.8 ?8 0 12.8
Japan N 1961 .. 5.0 6.0 }j 6.0 9.0
S. Korea 1967 120 9.0 5.0 ..
Thailand 1970 80.5 13.0 11.0 u 0 * ,,14 6 14.0
Hawaii 1889 24.1 4.4 %2 > 100.0 ) 5.1 11.0 v
Nigeria 1968  23.0 12.8 1_3.0 o 30. 0& 140 34.0° e
Ghana 1967 180°  13.0 ‘,-,:W *.tq 17.0 37.0
Kenya - 1968 217 192 g8, 300 274
Upnda - -, 1966 -68.0 28.6 1249 » w .. ..
. N- M - !“0 12.4 ’ . ' * “a‘,‘,,:»" T - ._' coea
. NewZesland 1966 . .. 194 oy .. 200 147 ,
- Soures: Appcndlxc ,, o
_ Nou ruummamwmmwx &
Source Puchuopoulos, 1973B: 62. ¥ :
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Ano:h‘; general obnwntion is . dut private rates of return *
L T .
cpnd to be lupr than social tuuo of retum . This is becauu the L
N \ B A
ooci.nl co.t.s are wmuch hi.:hcr than the private coats unce educa:ion R ‘
is hl.d'lly lubudl.z.d by lut states . Gcmrnlly, lu.ghor education : o
ucoivn -on pubhc oublidy than uconduy cduc‘t:.on. Pucharopoul;n .
(1973! 68) pointl out, intcrelq#ngly,‘?h‘t ) . Tt :%;
Awa P R . - . . - ., % & “’“,L
4 ...the legs ‘developed the country the higher &
_ the- discrepsncy- between private and social v - o
. ratas .at both levels under comparison sec- o S 7
ondary and higher education . This is s e ’
, pnning as ovs would expect a priori that SR
. thé mors developed the country the more ° Y

heavily subsidised, would bc its cducmcnal

system,. |

Plachmloc (1973!: 73) nﬁorto that th. diff.rq.ncai beM.n

‘the pd\m- cnd loci.u tltdl of /ntm lpomcn Meh lcvel af educaeion )

-® are » much smccr in undctdcnup-d countrho “ in ﬂu developcd

"m the past anocaticfaf unuﬁuu nnd'zglctive mdcr-i.nmmnt m -
. ,Table 2. &’ data od the di.a:ti-

zpnnry edncnti.on” (Ib:.d..“)

V'

.but:.on of :;otgl mourcu dﬂrou& to cgmtiou by ynl md comtty ‘
" Data for v Uniged Bbates, Graar mmn. !mm.i. ad Bew * S
AZuland mdzd'nte am-‘.hmd‘;;m;_ puiuu nhu oggctm to R

A baehelo:, nuwr. and Ph.b‘ .dcgr.el .V (Pud;uopmlon 19738 71) 25
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u::mdaQ~ education. Only fouf studies were available -- Colombia, \* u

A

~tl'na Plul_‘&pmu, 'mn.land and Turkey. Due to the low number of cueq

and :hq‘ #‘fliccing rnulr.", no over-all conclu.i.om could be dzawm. . 0,
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TABLE 2.5: SOCIAL RATES OF, :, RETURN TO INVESININT IN PHYSICAL CAPITAL

J

IN CERTAIN COUNTRIBS

[ ‘f) ' B *
Rate of Ret:um

", United Statel

l

Canudg

)hxi.,co*

Vcnczuelh

-

Gm: B? t:nn

Ne tilerl md.

. .'*elgkun

. 1962
1958

- 1946-61

- 1955-59

1957

\l
rl . e
RS

1”5‘59 ' B

1955-61 ,.‘i;""‘ ‘ o
- e , L
1953§51 LT s 4; Lo

: 1966f:°
1957 . .
1962

196667

 ~opou1ol, 19733 :62.
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~ TABLE 2.7: OVERALL SOCIAL RATE GF RETURN TO EDUCATION
y ., AND PER CAPITA INCOME.BY COUNTRY »
. . B | co

NS . 4 _ . . : S

' TABLE 5.2 ‘ N - e
'OVERALL S@§IAL RATE ox-‘ RETURN AND PER CAPITA mcom: BY . F s

COUNTRY - e

\»_‘ l'a

Country Rate of Per capite P ¥ T .
return income . ° Y

s (SUS) q#“\

United States 13.6 2,381 - ﬁ%, o | L
Canada 12.4 L1774 ST T e
Puetto Rico 196 -° 7817 M - : A ~.;3-
Mexico : 219 - ; Gy “8M4 . “ : S L
Vefezuela -~ - 420 978 S . . e
Colombia 59 .41& © 820 L Yoo RS AT
Chile, ‘ 19.3 368, B e (R D
M -, 1s. 7‘& *%6a - L ’ & o o
R Aot Britain  , 465" - - 1,600 _“i"_,; T Aol .
' P Norgay o8 . asn : , -
Sweden ' '
. Denmayk. | .-
v ‘Nethorlmds o
- " Belgium-. u
B N o Gttﬂliny*

H
-
-
xR
[ ]
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L3
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Nwwhboma
cxnmo@wum
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bty
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can 10. ‘._&;-’l#ﬁzso B : 5
: 127 . VA e 250 .
- 5.1 Y Y - .
' 9.4 146 ¥ ~ v
. -~ 252 S 180
Hawadi- - ;128 . ' 2488 - ... : :

: * Nigeria - 185 : L T
: “Ghana - R c183 st o 288 < T o e ot o

R © Kefyi T "0 g9 oI

‘ Uganda 380 84 .
- N Rhodesia = 12.4 e L T
..,_NowZuhud 176 1981 AN
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of pex"‘ccpita‘ income inérea'lel, until some pirticular stage of ei:onr. R
. ] ‘.

omic developnent is reached and’ fron t:hat point the profu;ab:.lity

of educutzon anpcul alonglide :.ncreuo- in per up:.ta income."

o

See ‘I‘able 2.8 for the . graphic. dl.lplly of du:a. _ .
o iE °
" These relultl ”ﬁ canfu'ncd by our own nultiplo regrenuqn - o (
S ‘jﬁ,aml,yoio f rthe uluL_y hmcgn-,nchoolmnd economic. devzlopuem:

«

L
A £ot 136 ccmntrub ;2§ 'l'he lhghtly negat:.vc nlanon.hlp between edu-
Y, .

.\ Y,

L sl ior’i cnd»yfevaiopnent faund fog the poorest group of countnes is
' i{"”"“" PR

expluned by ‘the Mt thl‘ﬂ’d’ cext‘n lit;emcy rate threshold is

£ ol

‘g a neceuary but n(ﬁ: i ouff:l.ci.ent conds;:mn fqr developnent (Andarcon, o

oy
1965q 347) ¥ Edtxzaqun dou lﬂgn to?e m iﬁoﬂfmt factgr in. ecmonuc L

~

v

4

iy éawlopuen; ifqr t:hon couﬂtri?a vhi’:h havn mch{d ‘a c‘arcaien‘middle 3
P E yomt o'f devq}wﬁ-t«“ Elhped'nqvncondpty %choo;ei"r‘stfmnt ut SRR
1% seem. to bq. mro iﬁp‘té‘lnﬁ 1{5‘ ' ., 53 - ’
.‘."_‘,". ‘ana m‘ nuddle ﬁeﬂl oﬁgdovﬁlopﬂpﬁa ﬁ"'&*" 5°‘".tb° de"‘“”‘" 3"*‘““"" B3
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have yielded a rate of return comparable to other investment op-
portunities; whether or not it is indeed possible to calculate a o,

social rate of return to inventmeut in schooling; whether or not .
it is meaningful to compare rates of return to a particular level of
educltiop between developed aud/or underdeveloped countries begause .

‘of the’ great dxfferencen in nyoteml of educatxon and in. the structure
of natlonel labor markets andgaconomies; and whether or not major '
vy

breakthroughs in methodologilcal problems will occur thh techno—

y

‘logical advances (such as”in econometrics). - ‘ 3 e

L]

-~

Economzets tend to ignore socxolggzcal data and con ratxons,.

even though'theflatter are directly relevant to sociaP reality. "Econo-
;micts and sociologista ask differentﬂquestiona'and‘focus on different
) . : " .

" variables. Uatil rejfptly, human capital literature has been in the _ R
domain of economics,/with very little in it that has not been written _
Y- . : - L “ : ) y ' .
" by an economist. : 4 _ ~ S
: : C # ] * S L . :‘ '

Despite all of the controverqigp-within human ¢apital economics. ,

and the mOuntxng crltxcxems of human capxtal ‘theory by soclologxsts as
well as economxats, human eapxtal theory has had and continues to
L o
: have‘tremendOus xnfluence on the p011c1ea o£ governments and organxzations

around the world an well a! om much current social scxence research
’\ il

The awardxng of the’ 4980 Nﬁkﬁf“fizze in Economxca to grofessor Theodg;e.

W. Schultz for hxa work xn human capxtal theory atteslﬁ to 1ta 1mpnrtance.

)



et X
‘%’ il
Yl
N A X't ®
< .

ISee Footnote 2, Chapter I.
ZDeniaon.wué"meaauring quantity and not quality of education.

30.40 as a per cent of 1.67.

*

. Q . .
‘ 4A11 calculations Preat all the costs of education as invest-
ments. If any were considered consumption, the rates of return would .
be higher. There are other reasons also related to how rates of return

“are calculated which tend to underestimate them (See Bertram, 1966B:63-64).

2 »
. N / X N
'$Ihere:are other forms of investment in human'cgp%tal besides -
the increased formal education, such as on-the-job training-(both. .
general and specific), information (about-.prices, wages., consumption
and prodiiction possibilities, political system, socidl system, job
opportunities, job searching, etc.,), emotional and physical health,
Not all of these investments yield positive rates of. retum.

"'Real' earnings, are the sum of monetary earnings and the.

~-'mane‘tary equivalent of psfikchic earnin I.(hecker, 1964B:38). Accordingly, -

.o

" earnings during any period minus tuition costs’during the same peri

retum rates” (different

.bi;t:'}g‘i:'e.a_:éd_r fhe costs as an'investment rather than .w negative income,” =+ *
-gliminating the. use_.of negative. numbers., "The rdte of ré'turn then

individuals with comparafll ‘stocRs o _ u~é.‘qpftal;may‘ have different - v
le’ jo ings) if some prefer status .

metary befiefits., “hus, profig W, invest-

Wtorfl of money or psychic returns. Becker

th' the full private,rate of ':etuﬂ because

and other psychic benefi
ment in' education can tagkle
(Ibid.:121) does not deal
——1.

itsis ",..exceedingly ‘difficul t.l." and "...far beyond thé &cope, of
‘this study." Consequently, the private rates of return om & particular

level of education will always be less. than the real or full rate, \and -

" ‘hence underestimated (Schultz, 1968A:285). _ ,

o 7-The'se characteristics include such things as sex, age, race, .

urban/rural- status, and ability according, to ker; .as well as employ- = &
ment status, affinity for mobility, ufo' vatign M lasg, " and region of - .
habitstion actording to Schultz. - o T : o

[

“ . Psee Podoluk (19658:54:60) for a detailed diegussion. -

SRR ?Nét earnings is ‘uséd‘by Bécker (19{64\3:‘38‘) to mean -'?,,'.':‘.gtjoss ) . -

-
.

e

mlt‘. can‘b_.ﬁ'e' _pb’i.lited out that")ﬁgnaeﬁ { 1963A),uudav,§milar @pibaéh : ‘A-g -

g . NC.
.
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o ‘il calculated«to be that rate of interest which made the present

Ve of the, Ainvestment equil to ®he present value of the mcome

£ ‘» tr " (Podoluk 19653 61). 4§

' . 'y . -

:* , : u'me rates of retum eltxmter are made for grou earngngs ) .
‘-\’ before taxes. The annlyqu is based on cross-sectional data at a '
particular point in time. Thus, the rates of return that are cal- ~ ¢
culated are based on, a statit situationm, though Becker has made

adjustments for the probabh, secular growth in earnings as well as

for the cross—~sectional data for rising earmings (Podoluk, 1965B: 65)

~

12pecker discoi.xnts both the streams of coats and returns to
adjust for inflation (to keep dollars constant). The internal rate
of return "...is simply 4 pate of discount that makes the series of
absolute earnings differentials between college and high school grad--
uates sum to zero" (Becker, 196434:76) It dees not necessarily equate

the present values of returns aand tbsts (Ibid.). Becker%i_d.) does

4

make use of the other method, nlﬂﬂy catéulating " present value of .
\ the monetary gain...sum of all. ebggl.qte d;.fferent::.ala after they have .
‘been discounted at appropriate markikt interest rateJ , though . <
emphasis is on the fdrmer method. ™ G Co . '

- . ' ‘ | ‘f.: . ‘ : '8
lsBec'ket (19643:111) itates,: s

. of return were normally distributed oy
equaled one, about one-third of the ¥
above 24 or below 0 per cent.” Fur

..

W8 rs would receive rates either
pre, "(t')he existence of many

, - 15w and even pegafi turris' has by d by @hers from the.
B - - wide ovenlapping df ﬁdxstnbusu - : . college and, -
high-school graduates" (Ibid.). ¢ ORI jation din ' .
' returns to college“graduates is .. Q PR prEbly: averagxqs SR
4 more than 2.0" (bed ). - ' Fihi :
o " R ~ | :
T "L (F)rom 19381957, a rate of retur was definéd for all

S c!?:porate mamxfactunng fxms as the ra?ﬁo of -tax. prof:.t:u to
total capital. . The simple average of - t.heae T equals about 74
cent..." (Becker, 1964B:115). The coeffxc:.egt of vanauon in r¢
to investment in smaller. corporate mr?iacturmg firms . is'",. .somewhere.i

: between one and two' (Ibid::112). indicates that pdbh invesd tments
ax;e with ,nngh nskq%d Ilhqu:.dxt:y - quahtkes akin to investment in _
nunan capital @pid~:115). The rate of return to’low.risk, liquid =~ . . -
mvestmenta are several petcentage ats lower. than the 7 per cent .

. return to amller corporate inenufa“ing f:.m (xbid. ) .

Vo e e

Ismule buaineu uwestments ate often .uut to
i gny of f within five or ‘ten years, the pay~off.
- x:on_col,ldge _'r..kes much longer: the' amadjusted -
N m"of TOLW %t the " 1949 coho& oi wh:.e&e;'mle.-
L "': 1 a \. : -




16Becker states that gross investment in educntxon may
risen faster because costs not quantxty rose faster. ‘He stat¢s the
most rqaaﬁnable measure of quantity of education is the numbédr of
persons receiving college education. "Since 1940 the mumbef of
" college graduates in the Iabor force has much more than doubled
while the.real value of the capital stock has increased by less
"than 70 per cent..." (Becker, 1964B:123).

17Becker adjusted the 12X return to include incorporated
non-mnnufactunng firms (for which he did not have an estimate on
the return). ' Thus, Becker set the before~tax return to all incorporated
firms (mnufactunng and; non-manufactunng) at 10%, ~

18, .{D)irect returns alone cannot- Jultxfy a large increase

on college educauon relative to expenditures on business capital"-™
(Becker, 1971A:110). However, indirect, or external ‘returns to college
education have not been taken into account, largel"y because an econ- .
omist has "...few techniques for measuring them, .and he usunlly does . ..
not even thmk that he knows much abodt them (,bed :111), Since not . '
much is known about the pou:.ble external returns to college education, “

..a firm judgment about the extent of under-investment in college I
;educauon is not posuble“ (Ibid.:115). However,’Becker XIbid.) does
. point out tne way of increasing ing the pnv te rite Of return to college
education. That is to improve the qual: z of (the) college studepts. a

: . 19"Unforcunat:e1y, adJusted h:.gh-lchool r@tes cmngt be esti-
wmated very eas:.ly" (Becker, 19645’325)#‘@-Be¢ker :(bed 126-127) *adds
that .oa, . _ o\

D | .. ~~" e . . -;‘ ;n . ’ .
(t:)he unad_;usted rate of returh to wlu:g,mle Cany oL B SN
' ., high-school graduat:ec" is greater than that to ! B T
college graduates and the unadjusted rate to , ( e
elementary-school gvaduates wquld be. still greater..
*  8uch evxdence might weLl suggest "dxmnxshzng : : .
., ‘returns” or "diminishing marginal prodyct" from : ~ : &
- -additional years of schooling. , AdJuat nts for g
. ':d:.fferentul abxl:.ty, howevet, sgem to. :educe the )
apparent rate more .to h:.gh-school ‘than “to college - .
- graduates, and, I may a probably -uu»-mare to oL o
'elementary-schgol gradua es. :So the appearance of ~ AT T P
dimishjing returps results.at least in part.from the a%i’f‘:‘i( )
nature of the correlatxon between ability and edu- - “ana ' - t
catidn. Fully adjusted rates, therefore, mght show 'é" P
T ng diminzphing returns and might eveén ‘show incredsing” %wM
retu_rna~ to addz\t:.onal yeaxs of gchoohug. y - e o

e wsd
¥
1

: zoln the dmcusaxon of szna of rates of rgtumr to ele-' : .
mentar,y education, ‘high school wdduﬂ:xon hnd college ¢, 1 )

‘all. md;usied f&f dxfﬁerent:ial ab:lxty.

: ',..-c',‘

o
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lukar (19641:129) warns udé to note that. sinco dtcu ‘rates

'bof return are unadjusted for diffevemtial ability, the tiue rates
would bc diffesrent if the correlation between ability and education.

changed, - It sdemd {hat differential ability of high school graduates

probably has. riun ¥ the'time period “...bscause now only the

. physically hindim »ady dullards, or least wmotivgted persons fail to - °
go to high. schoot®™ (; Indd.). Bocker (Ibi.d ) 30.. on to state that : !
others have tound < . o

...a lup ‘ratio of adjm:ad to dnndju-tld .
_earnings differentisles batween high-school =~ . 4
and elmntcry- ool graduates at younger R S
, than "st older v - The ratios between ) e '
. college and high-nchool graduatas, -on th&________..t__ '
1.5 othor hand urc ugllcr nt m: ..ci - .
Thus, “the "true® Tatps “fox hi.gh tchaol ;udug:u tftcr ad;uacing Sor.
. abi.Lity may not b. hatet than qhou for cqliege gnduu:..aimo' *
ab:.lity seens to r mors betwesn. hidz-selwol md olcme‘&y-ochéol
: ts - than he ‘totlege and hi.h-ochool students (Ibid.:I55).
- ‘similar quliﬁuiih apaMies to the crude ayidence iﬁfc‘cﬁdg ﬂm:
rates dn eu;-nnrr-&héol mtim are c!u h;hut of. uu" (I g Jd.o

..'Q" g o
. hm mﬁr ﬁmnz;mo for éiiéu,i:nw P . .

. L
‘,c'. DRI

LR
LA )
.

PTRI )

. 'm:cu ﬁ;uun ugi entthw incrn;h! in “ﬁtim over the T
ve ‘ o

earnings .of- gerecns with: to eight. ‘yeurs lchoaliu and over the,, =
3 e;rniugmof parsond. v:.th four to_ﬁw b “of ncomhry schog;ln; R
. renvecuvély.m R T i h‘ : R
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o “Datn was taken' from the World Handbook of Polisical and Sacial
Indicators II which was collected under the direction of Charles Lewis
Taylor and Michael C. Hudson and published by the Inter~University -
Consortium for Political Research in Amm, Arbor, Michigan, 1973. The
psper was "World Davelopment Broject: Multiple Regression Excercide”

" by 8.Ms Belcher El-Nahhas yUniveraity of Alberta, May 1977.
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CHAPTER III

THE INFLUENCE OF MUMAN CAPITAL THEORY ON PUBLIC POLICY

Human capital theory has had great world-wide influence on

public policy since the late 1950's. The idea that education is

-

- N
caMital in the same sense as material capital has had tremendous

#npact on educational participation rates, the proportion of national
budgets allocated to education, the administration of public systems
of education, the size of éublic systems of education and their
organizational séructure, as well as the curricula and p;dagogy.

In short, human capital theory ﬁas had a profound impaét on
the structure, content, and methods of schooling. Not only has the
size of the educational system been expanded, the pattern of that
system has been transformed. It is the influence of human capital
theory as a major force responsible for the development of public
policy behind this transformation which is the focus of this chapter.

Schultz (1972A:28) states that |

(1)t is fair to say that we do not have
an economic policy that encompasses education;
nor do we have even a partial economic policy
to optimize tle many different classes of
educational-éxpenditures. Although the total
annual expenditures on regular schooling and
higher education in the United States now
exceeds $70 billion, an accounting which
does not include the earnings foregone by
students nor the expenditures on programs
complementary to education, there is no policy
to integrate in terms of costs and bengfits
these educational expenditures among #ools
and among programs to which funds are @llocated,
despite the magnitude of the expenditures and
the heterogeneity of the educational enter-
prises. Even if every puflic program were
efficient in terms of itshspecific purpose,
it would be astonishing if we were to discover
that each and every educational program met’

-



the test of general economic efficiency.
On the contrary, we would expect and we
are beginning to identify some of the mal-
allocations within the educational complex.
But the task of investigating the sources
and the extent of the lack of general
egonomic efficiency in this area presents
* a large set of research opportunities that
will continue to go by the board if they
» are left to the research units of major
school systems, state educational bodies,
and the many ongoing federal programs.

In response to Schultz, perhaps it is fair to -~y that human
capital theory has over-all had far-reaching influen~ on public
policy decisions regarding education as well as on research. However,
there are many instances of inequality and inefficiency. This may
well be due to conflicting social goals, and hence, lack of a com-
prehensive, well-planned, well-executed and ably-administered social
poli¢y. Changes in the educational system have certainly been piece-
meal and incomplete. Despite all this, there has been a definite,
decisive shift in public policy in‘the late 1950's as a result of
social science research. Human capital theory has played no small
part in this shift. |

In Aiscussing the influence of research on public policy and
the public, Richa;d A. Dershimer1 states that "(i)n é%rcation there
are fewer well-known examples but notable ones" aﬁd then goes on
to point outcthree,,of which one is "...research on the economics of

education by Schultz that altered 'the prevailing view that sthools

consume capital to the view that schools produce capital'" (Weaver, -

1975B:66-67) .

J

‘Psacharopoulos (1973B:1-2) ‘remarks that "...there has been
an almost 180° shift of emphasis in development planning, the emphasis

changing from physical to human capital as the major source of growth"
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once education had been seen as an investment.

A. Scale and Scope of Educational Expansion at all Levels

The size and the cost of education has grown dramatically
‘since the 1950's. This has caused considerable concern on the part

of governments as to the efficiency and rationality of such growth.

-

Human capital theory reassured governments that such expenditures

7
d expansion was indeed economically justifiable and even necessary

to maximize socio—economic growth for the nation and the individual.
’ [
Rivlin (Schultz, 1972A:85-86) remarks that policy decisions
in the United States have been influenced by human capital research

since the 1950's, that it

...played a role in increasing federal funding

for education, health services, manpower train-

‘iflg, and other human investment prograhs, especially

for the poor, in the middle 1960's...It was this

fundamental view of education, training, and

health services as investments in people that

influenced the thinking, not the rate of return

estimates themselves. The strategists of the

war on poverty. picked up }he concept of human

investment...

\ «

This chapter is les .concerned with focusing on the cost and

size of educational expansion than it is with the pattern of that

exp;nsion. ﬁbwever, a few illustrations of the size and cost of
s
educational expansion will help the reader appreciate its magnitude.
The growth of enrollments in various levels of education for
the OECD countries between 1950 and 1965 are indicative of.the scale
of expaqsion. OECD (1970Bb:32) reports an increase of 32% for
primary education, 87X for secondary education, and 1502 for higher

éducation. The largest growth in absolute numbers was in primary

education, due mainly to demographic factors; and in secondary educationm,
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dye mainly to democratization. Tﬁe highest rate of growth was in
higﬁer education.

/ )
During the 1950's, higher education for a minority was stressed.

Social demand for higher education w;s increasing in the developed
countries, wﬂere the need for highly educated manpower was rising

rapidly. Engineering and science were stressed. With most un&erdeveloped
countries gaining political independence in the late 1950's and early 1960's,
their deve lopment policies were geared towards copyini the structures

of modern, industrialized countries. This ied them to invest in

physical capital-intensive projects and the higher education of a

miﬁority elite. Secondary education was imp;oved, but primary

education was neglected and pre-school education virtually non-

existent. There was little, if any, vocational and technic;l education,

Underdeveloped countries began establishing their own uni-
versities and expanding those already in existence. A great pro-
portion of education budgets was spent to this end.

By the early 1960's, the push for democratization of secondary
education in Western Europe éﬁd Canada resulted in the development of
comprehensive secondary schools. Besides building large comprehensive
secondary schools, Canada ﬁad also begun to build large vocational
high schools. Such vocational and technical secondary schools were

alreédy a long established part of the dual secondary system_ in

Western Europe.

The World Bank supported an education project for the first
timg in 1962, and the following year issued its first memorandum
on its policies regarding education (Williams, 1976B:94). Eﬁploying

»

primarily economists, the World Bank was influenced by human capital

-
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théory. World Bank loans to underdeveloped countries for edﬁcatiOn
“were géared primarily to the Ae;elopment of middle-level skilled
manpower. Thus, between 1963 and 1971, World Bank lending was
allocated to primary, intermediate, and higher educatioﬂ"in‘the
Eropo;cion of 5:72:23 (Ibid.). ‘

This reflects a lag in terms of developments in the developed
countries, where educational expansion occurred at the elementary
leVellfitst. However, it also reflects the lag of acceptance into
economic development theory (or more appropriately, the lag in its
acceptance by development planners), of the importance of human capital
formation from the very beginning, e.g., pre-school age years,

Full-time enrollment in elementary, secondary, and post-
secondary eddcation combined increased 45.7% between 1960/61 and
1971/72 in Canada (OECD, 1975Bc:929). The retention rate Pf secondary
school students (as measured by Grade 12 enrollment related to Grade 2
enrollment ten years earlier) doubled between 1961/62. and 1972/73
from 36.4% to 71% (Ibid.:931).

Canada stands out as having achieved a greater change in its
educational system than anyother country since World War ;I. During
the 1940's, Canada was "...one of the less developed (educationally)
of the great democracigs" (OECD, 1976B:22). Enrollment in Canadian
universities, fof instance, increased nearly eighteen times between
1952 and 1972, fr&m 5.4% of the 20-24 year olds to 18.12 (Flgming, 19748:88)7

The expansion of elementary school (kindergarten through Grade 8)

enrollment rose from 1950 through the 1960fg—ig—gggggg,zeflects the

da; - .
sharp increase in schoola‘hﬁ population. In 1965/66, Canada had a

record four million children enrolled in elementary schools, 96.1%
/‘ 0

[l



of‘whiﬁh were in public schools, 2.8%iin private”schools, and 1.1%
in federal (Indian, Northern Adﬁiniatration, and Overseas) schools
(Illing and isigmond, 196 7B:5~6) .

Enrollment in secondary schools more than tripled in Canada
between 1950 and 1965/66, from less than 400,000 to over 1.2 milliom
students, with the peak rate of increase Quring the late 1950's,
and early 1960';. It continued to krow into the late 1970's. This
g;owch in secondary school enrollment is the result of an increasée
in population and an increase in educational participation rates,
both roughly of equal importance (Illing apnd Zsigmond, 1967B:21).

'The growth of en;olhment in non-uqiversity post-secondary
education iﬁ Canada betwen 1951 and 1965 has been tenfold (2,800 in
1951, 12,000 in 1960, 26,000 in 1965)? Whereas the 18-24 year age
grOup‘in Canada iqfrealed by less than one-third between 1955/56 and .
1965/66, the proportion of that group eﬁro}led more than triﬁled
(Illing and Zsigmond, 1967B:é?). |

Enrollment rateé fo¥'§ost-secondary education experidnced the
largest increase in most developed countries. The percentage of
_ 20-24 year olds enrolled in post-secondary education in Canada
jumped from 13.52 in 1960 to 20.9% in 1965 to 25.5% in 1969 compared
to 32.2%, 40.4%Z, and 48.4% in the United States and 5.8%, 9.2%, and
12.1% in West Germany (OECD, 197Séc:?33). See Table 3.} for otherA
comparisons. |

Growth of ;ost-aecondary enro;lments in OECD countries bet;re:;n'

1960 and 1965 was 9.1%Z. It dropped to 7.2% between 1965 and 1970 (GECD,

>

1974Bc:15). The number of students enrolled in post-secondary .

education between 1960 and 1970 tripled in France, Sweden, and Greece,

AN
~
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TABLE 3.1: ENROLIMENT RATIOS FOR THE 20-24 YEAR AGE GROUP,

X
SELECTED COUNTRIES

Country ' 1960 1965 1969
Canada _ 13.52 - 20.9% 25.5%
France . 7.4% 13.9% 15.9%
Japan N . 8.6% 11.9% 15.8%
Eggland and Wales . 6.2% 8.7% 9.8%
U.S.A. 32.2% 40.4% 48 . 4%
U.S.5.R. 11 11,02+ 29.5%% 26.5%%
West Gemany 5.8% © 9,22 12.1%

* -
Includes evening and correspondence students.

® SOURCE: UNESCO Statistical Yearbook, 1972, Table 2.7.
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while it doubled in fifteen other OECD countries (mostly between 1962
and 1967). In Canada, the growth in post-secondary enrollment

occurred at the end of the 1960's, after the peak of the baby boom

(Ibjd.:16).

Increasing enrollment in Canadian universities since 1950
has also reflected more an increase in participation ;ates than
population. Enrollment rose from 72,737 fuM-time university
students;in 1955/56 to 113,857 in 1960/61 to 205,888 in 1965/66,
This represents ah increaéé of 57% for the formerrperiod and 817
for the latter. This can be compared to the over-all population
incre;se of 18-24 year olds of one-third to realize the substantial
increase in educational participation rates at this level (Illing
and Zsigmond, 1967B:34).

'The full-time university enrollment as a percentage of the
18-24 year old population increased in Canada from 4.2% in 1951/52
to 4.7% in 1955/56 to ;.72 in 1960/61 to 10.1% in 1965/66 (in which
year Bricishlcalumbia reached 13I5%)(111;ﬁg and Zsigmond, 1967B:37).

Graduate enrollment in Canadian universities declined during
the early 1950's. However, if rose from 47 per 1,000’undergraduates
in 1955 to 58 in 1960 and then to 84 in 1965. As Illing and Zsigmogd
(1967B:48) point out, "(b)y 1965, there were 75% more'undergraduate
but 160% more graduate students than five years earlier."

Despite the lgrge increase in relative Eerms,'t;e absolute
number of graduaté‘degrees earned in Canada between 1950 and 1965
is low. 1In 1951/52, less than 234 Ph.D.'s were granted by Canadian

ﬁniversities.2 In 1965/66, the number had risen to about 700.

Canada lagged behind the United States and the U.S.S.R. and was
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only slightly #head of Western Europﬁ in/terma of the number of

{ :
|

per 10,000 peopjle aged 23’yearsf(llling and Zsigmond,

f
|

Ph.D.'s| earned

19673:67’2.). Sde Table 3.2 for compariloqfs.

jAt chﬁf‘aapgr's degree| and liceqee level, 1,601 were granted
By Canpadian cdlleges aﬁd,uni rgities én 1951/52. This dropp&h in
1955/56 to 1,459 and rose to 2,447 in/1960/6i and to 5,000 in
1965/66 (;f?ing and Zsigmond‘ 1967B:66) .

For the period up to the gid—1960's, efforts to expand edugftion,.
not only ko accommodate the increased numﬁer of school~age children
but to increase the rate of educational participation at the secondary ™

and post-secéndary levels, exceeded those in Western Europe, "...but

lag [ged] substantially behind those of the United States, and probably

92

also lag[ged] behind thosa of.che_U.S.S.R:" (I1ling and Zsigmond, 1967B:58).

On a world level, enrollment increased 65% in pre-school education,
33%2 in primary education, 65% in secondary education, and 107% in
higher education between 1960 and 1968 (UNESCO, 1972B:37).

Another way of gaining an appreciation of the size of educational
expansion since World War II is the increase in percentage of GNP
spent on education.. Canada spént 4.4% of its GNP on education in
1960. This increased to 9.02 in 1970 (OECD, 1975Bc:¥41). Table 3.3
gives comparisons for 'some OECD countries.

UNESCO (1972B:42) reports that "...average world-wide public
spending on education is increasing more rapidly than the average
world-wide gross nafibnhf'pr?guct3...", rising from 3.622'of world
avetage GNP in 1960 to &.24% in 1968. Proportion of state budgets
spent-on education.also reveal the importance placéd’On education as

an instrument of economic growth and development. Between 1960 and
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" TABLE 3.2: NUMBER OF PH.D.'S EARNED PER 10,000 PERSONS
AGED 23 YEARS AND OLDER B

- Year Country

1965/66 Canada
1965/66 U.S.A.

1963 Canada

W
1963 U.S.A.
1963 . U.S.S.R. ’ 30
}961 France 15

Kandidat Nauk

Niveau doctorat de 3° cycle

SOURCE: Illing and Zsigmond, 1967B:64.
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TABLE 3.3: SHARE OF GNP DEVOTED TO PUBLIC EXPENDITURES ON EDUCATION

Country 1961= 1969 \
’ (

Canada 4.6% 8.3%

France , 2.4 4.5%

Japan \ 4.111* 4.0% &

United Kingdom 4.3% 5.6%

United States | 4.0X+ b 6.3%

U.S.S.R. 5.9%* 7.3

West Germany 2.9% 3.6%

* ]
- Figure applies to 1960

*Figure applies to 1959

SOURCE: UNESCO Statistical Yearbook, 1972, Table 2.1’.
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1965, this proportion rose from 14.5Z to ts.az i% Africa, 15.6% to
17.6% in North America, 12.62 to 15.4X in Latin ;Lerica, 11.8% to
13.2% in Asia, 13.§i to 15% in Europe and the Soviet Union, apd 10.4%
to 15.7% in Oceania (Ibid.:41). .
While these world-wide growth rates in educational expenditures

and enrbllmeqts havegincreased substantially berween the 1950's and
mid-1960's, there are marked disparities between the developed and

the uﬁderdeveloped ;ountries in terms of percentage of school-age
children actually in school and in terms of the quality of educationm.
"With about one—chira of the population and only one~quarter of the

young people in the world, industrialized countries apent ten times
P

-more money on education than the developing countries" (UNESCO, 1972B:50).

The differences, furthermore, are getting larger.

Between 1960 and 1968, the industrialized countries +ncreased

-

their spending on education by 145%, whereas that of the underdeveloped

1

countries increased by 130% (UNESCO, 1972B:50).

Between 1960 and 1968,gone-half of theAworld's school enrollment
of 5-24 year olds were in the deve d countries, despite the fact

that the underdeveloped countries have three times as many children

as the developed countries4 (UNESCO, 1972B:50). Most underdevelqggd

countries still have not reached universal elementary school enrollment,

-

despite huv{ng set that as a priority goal in 1960. In Asia, the
adjusted enrollment ratio for Grades 1-5 was 83.2% in 1970. In

1965, it was 44% in Africa. The Arab states reported 62.1X for 1967.

Only Latin America appears to be coming close to reaching the target,

reporting 1002 enrollment in 1968 (with the exception of a few countries)

(UNESEU"1972B:53).
P
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Eve; these tigures mask the reelity of the lack of elementary.

education for arsigﬂificant proportion of eehool—nge children. In

1968, 602 of nchoo{*age children were nognin achool.in Af;ica, SOi i;

thé Arab states, 45 in Aaia and 25% inuL;Ein America (UﬁESCO 1972B:54).
Despxte the phenomenal expanlton of educatxon in thes under- ]

developed coo;tlles since 1960, the provision of education still

lags at least thirty years behind E:fopa. Table 3.4 indieates'%he

ratip of atte;dance in post-secondary education for six world regions.
During the 1960'5 the OECD countries achieved'uniberoal eh}6114‘ P

'ment for all chxldten at least through the first stages of secondary

v CE '

educatlon, extended the period of compulsory schooling, and xncreaaed

their investment in education at twice the GNP growth rate (OECD, 1970Bb:12).

The financial burden on the onderdeveloped countries is much
greater than it is on the devéloped‘dhes.; Even though most under-

developed countries have been spending about the same share of their

. income on educatioh as the developed countries; the costs to the former-

are relatively much greater. ' ' . ~

.(A)t the primary levels, it costs most low-incore
countries, relative to their national income, five
i to ten times. a8 much to provide primary schooling
for a given proportion of the school-age population
as it does the hlgh income countrxes, relat1ve to
their national income. It usually costs a poor

‘country proportionatelysvery much more at secondary
and higher levels ("Natxonal Strateg1ea for DeveIOpment" Mxmeo

3

-

It is not surprising, then, that enrollnent ratee are. much 1ower chan

e
.

in the developed countries.

e

‘n.d.)

<&

Shifting to the qualitative, structural changes isl\the_edugaéfbnali

system, there were many changes in otgam.zatxon, content and methods oL

of schoolxng durxng the late 1950' s and 1960's which can be traced



TABLE 3.4: ENROLLMENT RATIOS (OF ATTENDANCE) IN POST-SECONDARY EDUCATION

(1960's)

Region Ratio
North Amefic$' 1 -8
‘Europe 1 - 20
Asia 1 - 38
: Arab States 1 <45
Latin America 1 - 49
Africa 1 -,90

SOURCE: UNESCO, 1972B: 52.
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to.a discernible need for public policy changes resulting from social

science reseaxrch. The influence of social science research has been

both direct and indirect. Popularizing knowledge so that the public
A

accepts it and then pressures institutions for a change is an indirect

effect. Calling on experts for advice and funding specific ;esearch

projects are dire;t ways in which governments are influenced by

social scientists. Social scientists themselves are often explicitly

interested in influencing public policy and make their views known

to polit;cal decision-makers. The "...connections between government

and social science have been strongly institutionalized" in the past

generation,‘;nd although responquility.for policy rests with govern-

nSht, politicians rely on research findings of policy-oreinted studies

)

(Karabel and Halsey, 1977B:5);

Human capital theory research has been particularly influential
on public policy. The opening up of‘higher education and the develop-
ment of alternative post-secondary institutioqs in North America and
Western Europe are examples of structur#l changés justified, if not
entirely induced, by human capital theoryl

These post-secondary institutions generally fall into the
category of "ghort-cycle higher educ;tién establishments' since they
offer two year programs and have much lower entrance requirements
than the traditional four year universities and colleges. Their
establishmgnt is viewed as part of the democratization and massification
of higher educatioﬁ as ﬁell as providing a second chance to individuals
who have dropped out of education to return and succeed. Thus,

equality of educational opportunity has been extended beyond the

traditional school attendance years. It fits in with the étrategy



to reduce wastage of talent.
| Along with this diversifica;ion in post-secondary education is
the provision for part-time study. Part-time highé} education has
become. increasingly popula since the end of ‘the 1960's in Western
Europe and North America. In fact, part-time courses in universities
have developed more raéidly than full-time higher education in Weatern:
Europe since 1965. The United Kingdom has developed the greatest
variety of types of post-secondary education in the 1960's as well
as the largest percentage of students enrolled in part-time vis-a-vis
full-time‘post-aecondary education courses (OECD,1197ABc:20—21).
Acceptance of the concept of common comprehensive secondary
schools rathe:/t‘an narrow, abecialized education at the secondary
level, especially in the underdeveloﬁed countries and Western Europe,
is another such development. A greater flexibility iQ\curriCula,
sensitive to the changing needs of technology and to the varying needs
and interests of individual students, also occurred. Along with this
was the postponement of educational specialization and vocational
choice, at least to age 14. A common school experience for all

children was seen as a positive step towards equality of educational

opportunity. There was a move towards greater individualization of

N
instruction within the classroom and a no-fail system (elimination of
lock-step progress) in elementary and secondary schools in Westefnw N

Europe and a move in that direction by the underdeveloped countries.

Tranaferability from one program to anather at both the secondary and

.

the post-secondary levels was another change aimed at providing equality

of educationa} opportunity.
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Increasing the period of compulsory education to at least age
14 in Western Europe and some underdeveloped countries was a decision
influenced by humdn capital theory. It was, however, dwarfed in
reality by the fact that pressure of voluntary enrollment in European
secondaty schools was increasing the period of common educational
experience beyond the compulsory period anyway. In May 1969, the

European Ministers of Education stated in a formal resolution "that
tke period of‘education should be extended to 11 or 12 9ears éor
all and that education be based on a broad common curriculm," (OECD,
1970Bb:95).

The emphasis on pre-school education aﬁd the improvement and
availability of kindergarten (integration into elementary 8cﬁooling)
in North America and Western Europe and to a lesser extent the under-
developed countrieg ;re other e*amples of humen capital theory influence
on public policy regarding education. Development of human capital
during the pre-school years is e;pecially important for those children
.from "disadvantaged" groups who would enter school with significant -~
handicaps affecting‘academic achievement vis—a-vis those children
from more advantaged groups.

., These pre-school education programs are related to-'d variety
of compensatory educﬁtional programs for elementary énd secondary
school students from disadvantaged groups. The concept behind such
prograﬁs was that wastage of talent could{be minimized, if not
'eliminatgd, by developing the abilities of students from disadvantaged

\..

groups. Compensatory programs were designe  to prevent dropping out,

N

and in a wider sense, to provide equality of e¥ycational opportunity.

These' programs of ten included nutriti&nal.suppleme s and/or hot
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meals as Well as training for the mothers to off-set disadvantages

in the home environment which impede the academic achievement and
motivation of children from poor families.

Schultz (1972A:46) states that "...there are strong reasons for
believing that preschool investment ranks high, even higher than that
pertaining to elementary schooling, both in terms of ‘rates of return
and of equity." Programs designed to provide equality of educational
opportunity at the entry point in the educational system are thus
seen as being more promising than intervening later at h;gher levels
after the children have experienced.academig failure and reinforcement

of psychological factors detrimental to achievement. Furthermore,

investment in pre~school human capital is a dual investment -- since
it is also "...a means of increasing the skills and knowledge of
mothers with low levels of schooling...". (Ibid.:47).

In the underdeveloped c&untries where other factors required
for human capital development are also lacking, pre-school years are
even more important in the determination of life chances -- for
physical survival as well as for academic achievement. Human capital
theorists have stressed this level since the mid-1960's.

Any strategy designed to provide'equglity of educational op-
portunity fit into the category of change in organization or strﬁcture
of education. The cost of continued and/or increasing inequality is
higher to,sx:iety than the cost of rationally designed, efficiently

\programs to equalize opportunity:

(Y

A

"Bussing" in the United States is an example of a nation-wide

administered

strategy to desegregate education in order to equalize opportunity.

Since segregation by race and class was found to be detrimental to
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the educational and life chances of poor children from racial minorities,
the courts have ordered bussing of poor Negro children and middle-class
white children to obtain a balance of each in the classroom. Bussing s
has become institutionalized in the United States.5

Another strategy developed to provide equality of educational
opportunity was the direct financing of education by the federal
governments in the Upited States, and to a lesser extent in Canada.
This was done, among other reasons, to try to equalize financial
resources and physical facilities available to schools across neighbor-
hoods and regions. The great discrepancies in material resources
available to schools had created vast inequalities in the quality of
education and in the life chances of the students.

Because educagion is locally controlled in the United States,
there are great problems of disﬁarities in resources available to
school boards. The tax base differs as much as 2,000 to 1 betwean
school districts in the United States (Carlson, 1954A:115). Dif~
ferences in tax base are urban/suburban, rural/s;burban, and even

suburban/suburban in the same state -- not to mention gross differences

)

. between states and regioms.

As the California Supreme Court pointed out in

the. Serrano case, "affluent districts can have

their cake and eat it too; they can provide a

high quality education for their children while
paying lower taxes. Poor districts, by contrast, J
have no cake at all (Greenbaum, 1971:514)." The
same can be said for the states. It should be
borne in mind that taxes hurt the poor more than
the rich, because the poor are already at a sub-
sistence standard of living. Moreover, the
property tax is especially regressive because it

is not based on ability to pay (Carlson, 1974A:115).

sy

In addition, it has been shown that the wealthier neighborhoods

in a particular school district have more money per child spent in
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S
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school than do the poorer neighborhood; in the ssme,pé%ool district.
It even goe§ as far as within a school, more moné§ is spént per child
on children in the higher tracks and ability groupinés. It is generally
children from the middle and uﬁper middle clasﬁ’families who are.in
the higher ability groupings and tracks (Rothstein, 1971A; Shaefer,
et.‘al., 1970; and Porter et. al., 1973B)(Carlson, 1974A:116).
Carlson (1974A:115) notes that it is not only the absolute
wealth between school districts and states which differs’but”also

the effort. The following table indicates the discrepancies between

wealth and effort for four districts in the United States (Ibid.)

CATEGORY DISTRICT WEALTH* EFFORT+

urban Newark, N.J. . $20,338 $3.69

suburban  Millburm, N.J. $92,856 $1.43 -
rural Baldwin Park, Ca. $ 3,706 $5.48

suburban Beverly Hills, Ca. $50,885 $2.38

* Property value per pupil
+ Tax rate

R

""What all this shows -~ and it is typical for‘}he nation as a whole --
is that poor communities spend less money ber pupil but they make a
greater effort to-suppoft education than do rich communities" (Ibid.).
The direct intervenciOn in education by the federal government since the
late 1950's in the United States has helped diminish some of these gross
inequalities between scﬁool boards.-Féderal_funds to school boards, and

even to q;ggf governments, have been tied to requiréments specified by
the U.S. gd&érnment in an effort to provide eqﬁality of educational op-

portunity througfiout the country.

¥ . . b.
The est#lishment of student counselling services in secondary

[y

schools and pqﬁtilfcondary institutions is also consonant with human

&3
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capital theory. Such services are seen to be'necessary by human capital
economists to provide students with information abou; their lown
capabilities and interests and also information about how and where

to best pursue their development.

Human capital theory focused attention on the need for improve-
ment in the quality of elementary and secondary schooling; to the
development of pre-school human capital fornation’in'order to provide
equality of educational opportunity to all children) to provide equality
of educational opportunity at all levels of education (including a
variety of direct and inditect aid programs and services for students);
and to change the school curriculum (emphasis on general education and
principles as well as development of problem-solving skills) and
pedagogical style (emphasis og flexibility, individualized instruction,
independent problem-solving); and to utilize rate-of-return analysis
for the efficient allocation of public funds and resources to the
educational system as well as between leveis within it.

B. Rate-of-Return Analysis to Detgrmine Efficient and Equltable Allocation
of Resodurces

Other policy concerns of human capital theory regarding education
which were not impleménted in puéiic ﬁélicy during the 196019 have
been acceptedvén.the 1970's. Among some of these chahges is . the
provision of financial aid allocatéd directly to students rather than
indirectly.thrdugh educatidhal institutions. Another is the reduction
in puﬁlic expenditure on higher education in view of the lower rate of
return vis-a-vis elementary and secondary education as well as in view
of the socially regressive implications -of highly subsidized poét;

~

secondary'eddcqtion on the distribution of personal income. Another

-
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major change has been the full-fledged accéptanc;;of continuing and
recurrent adult education. This is due in part to the increasing
social demand for higher education (which itself is partly responsible
for the democratizacioﬁ of secondary education in Canada and Western
Europe as well as partly a result of that process). Social demand '
for higher education has been high in the United States since World °

War I1I.

Acceptance of recurrent education as part of the post-secondary
- <
education system is yet another example of the important structural

chaﬁges taking place in post-secondary education since the 1960;5.
A more comprehensivé post-secondary educational system hag been evolving
in the 1970'3, " based on new structures designed to promote diversity
and permitting much greate; flexibility than haé hitherto been péssible“
(OECD, 1970Bb:96) .

It also reflects a movement away\from the emphasis in educétion

on youth. Recurrent education as an alternative for achieving equality
of educational opportumity has been adopted. Adult education has been

. .

incorporated into national strategies to develop human capital and

provide for equality of Oppbrtunity. Louis Emmerij (OECD, 1970Bb:66)

states that

Recurrent education would be imstrumental
in meeting the objectives of equity, occupational
flexibility, and integration of education with
active life. This tast objective should be noted
in particular. With the steep increase in enroll-
ments and the average time the individual remains
in the educational system, the dichotomy between
the educational sector and the other sectors of
human gctivity, and between educational span and
the active working life.of the individual, has
become so marked as to raise serious social
problems. 4n educational strategy which would
diminish the existing distinction between education

o



and other socio-economic sectors would at the
same time diminish the dangers of a growing
irrelevance of one system to the other and,
eventually, of a growing gap between the
younger and the older generations. As such,
recurrent education, also because its intro-
duction would imply much more .stress on
individualization, appears promising.

Papadopoulos (OECD, 1970Bb:97) sums up:

By spreading out the formal educational period
over the later years of life, recurrent education
would have serious implications not only for the
structure, content and teaching methods of the .
present secondary and higher education systems
but also for the organisation and practices of
industrial firms and other employers who would
see a significant portion of their personnel
return to full-time education. In thus reducing
the dichotomy between active life and education
and in giving adults a "second chance'" in education,
recurrent education would help bring about greater
A\ occupational flexibility, social equality, individual
satisfaction and undersﬁandxng between generations.
It could therefore represent a major alternative
strategy in educational policy in the years to come
with far-reaching comsequences for the development
of the educational system and of society as a whole. -~

Thus, hev1ng establlshedfcq@PrehenSLYe secondary education,
we are now establishing“compreﬁensive poet-eecondary education in the
developed countries. |

At about the same tiné?thaclrecurreﬂt education was being
introduced in the developed'countties,'the concept of~non-fo;mal
education was cautioﬁely being discussed in the un&etdeveloped countries.
After more than a decade of pushing for unxversal elementary education
(1007 enrollment) most underdeveloped countrles were unable to carry
the fxnanczal bur en (exasperated by lack of }nEErnatlonal aid to
elemehtary educetion duri;é the l960’s)>and.were discouraged by the ¢
rising number of illiterates. Despite a lowering of the flliteracy

rate, there was an increase in absolute number due to high rates of
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population increase and the very high ratio of youths to adults
(40%7-50% in many undetdevelopedlcountries). '

UNESCO Regional Conferences on Education held in Karachi (1960),
Beirut (1960), Addis Ababa (1961), Santiago (1962), Tokyo (1962),
Bangkok 11965), Buenos Aires (1966), Tripoli (1966), Vienna (1967),
Nairobi (1968), and Marrakesh (1970), a&ll placed prime importance
‘on reachiné universal elementary enrollmeﬁt by 1970 or 1980;

Most underdeveloped countries allocate ZOZ—ZSZ\of all their
expenditures on education ;nd it is virtually impossible for them
to spend more. Thus, cost is one important factor.

' Another is tﬁe question of equity. With bej?pen 40%-70%Z of
all elementary school-age children enrolleé (and with extremely high
drop-out and repeating), equity is a real problem.

Other, perhaps more immediately compelling, reasons are the
high unemployment rates of the educated and partly-educaked as well
as the seeming irrelevance of education to the social, political, and
ecoﬁomic fealities in underdeveloped countries (Bacchus, 1979A:3-6).

Since the poor in underdeveloped countries are mainly rural

and constitute 70%-80% of the*popuiﬁtion, it appears that the existing

»

_ educational system'is not serving the needs of fhgt population, nor

of development (Bacchus, 1979A:7).

The publication of Coomb's The World Educational Crisis in 19687

v

crystallized world attention, especially that of experts in the/ develop-

. . .“ 8 . I3 . . ’ )
ed countries, on the failure of existing policies and the need for a

wholesale revision. ‘ \ o
As already indicated, the World Bank and other internatio?al \

developmert aid agencies.provided aid to education in underdeveloped A
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countries since the early 1960's. However, their emphasis then was

on aid to higher education and secondary schools to educate professionals
and technocrats as well as to train middle-level skilled wofkers and
technicians for the modern sector of the economy. .

Since the World Bank '"...has what is probably the.latgest fund
for employing specialists and consultants' and "(i)ts files contain by
far the most information (including confidential intelligence) about
educ;tiOnal systems (i)ts sector papers will be widely interpreted as
offering well-grounded and theoretically up-to-date assessments of
policies for change in many sectors..." (Williams, 1976B:15). In other
words, policies developed by the World Bank have had tremendous influ-
| ence on underdeveloped countries both negatively Qnd positively and
those policies have not been in tandem with some of the development
objectives of the underdeveloped countries themselves — especiélly
as we have shown in regards to'educ#tional policies of tﬁe 1960's.
| There was a total re-orientation of development strategy by
most donor agencies after 1971 (Williams, 1976B:47). The World Bank

issued an Education Sector Working Paper in 1971, followed by another

in 1974. There was a prevailing focus on the equity issue and access
to the educational system in order to move towards equality of edu-

.cational opportunity in the underdeveloped countries.

Robert S. McNamara, President of the World Bank, made this

mkjor policy shift clear in sa address to the Governors of the World
Bank Group in Nairobi on September 24, 1973 (Williams, 1976B:47).

Disparities in income will simply widen unless
action is taken which will directly benefit the poorest.
In my view, therefore, there is-no viable alternative
to increasing the productivity of small-scale agri- 5
cultyre if any significant advance is to be made in



solving the problems of absolute poverty in
the rural areas.

The absolute poor are not merely a tiny
minority of unfortunates -- a miscellaneous
collection of the losers in life -- a regrettable
but insignificgant exception to the rule. On the
contrary, they constitute roughly 40 per cent of
the nearly two billion individuals living in the
developing natioms.

Some of the absolute poor are in urban
slums, but the vast bulk of them are in the
rural areas. And it is there -- in the country-
side -- that we must confront their poverty.

Between 1972 and 1974, the proportion of World Bank aid to

education was distributed 11:48:41 between elementary, secondary,

and higher educ&%ion. In 1974, there was an intensification of

' the policy, with educational aid allocated by the World Bank dis-

tributed 27:43:30. : s

In 1975, the World Bank issued the Rural DeVeloggent Sector

Policy Paper in which the following statement appears on page 3

(Williams, 1976B:47):

shaped

Education systems have been irrelevant ..
to .the needs of developing countries during
the last two decades because education policies
were of ten kaeping company with.over-all develop-
strategies which were themselves irrelévant.
Emphasis on the development of the modern econ-
omic sector, providing employment to a small
and intensively trained elite, leads to the .
neglect of the 60-80 per cent of the population
living in sectors characterized by traditionally
lower productivity.

Sheffield (Williams, 1976B:47) lists five basic issues which
this §olicy shift. Thus, the changes envisaged were:

...(a) the development of functionally relevant
skills, integrated with over-all development
strategies; (b) mass participation in education
and development through the integrated use of

109
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expanded primary schooling and complementary ‘
non-formal education programmes; (c) greater
equity through equalizing educational op-
portunities and linking these to broader
social policies; (d) increasing efficiency
by defining objectives more specifically

and making qualitative improvements to ,
reduce wastage; (e) improving management p
and planning including changes in the g

organization and finance of educational L *”;?“
systems. ' - .
Thus, the shift from higher education, secondary educationm, . s

and technical training for a relatively small elite to 'basic edu;
cation for the rural masses"‘which took place in the eduGation#l policy
of aid agencies in the developed countries has been completed by 1974.
The World Bank defines basic education as

...an attempt, despite severe resource con-
straints, to meet the needs of substantial
portions of the population who do not have
access to even minimum educational oppor-
tunities. It is a supplement, not a rival

to the formal education system, and 18 in~
tended to provide a functional, flexible,

and low-cost education for those whom the
formal system cannot yet reach or has already .
passed by. Although the primary cycle may oy
be its principal vehicle in many countries,

it differs from the conventional concept of

"universal primary education" in three - %

ma jor aspects: ' oL

(i) the objectives and content of basic
education are functionally defined in .terms - ;
of "minimum learning needs" of especially )
identified groups, and not as.steps in the
educational hierarchy... ‘

(ii) the "target groups" of basic edu-
cation are not necessarily school-age children.
they may vary according to age, and socio-economic
characteristics...

(iii) the "deliverf system' of basic edu- »
cation will take differept forms in different
countries (restructured primary schools, non- -

formal programs, or various combinations of the
two) adopted to the needs of different clienteles



and to constraints upon resources (Williams, 1976B:48).
This shift in emphasis to basic education for the rural
S
masses has led educators andhioliticians to seriously consider non-
formal education as a viable supplement, if not outright alternative,
to existing efforts.

International confe;ences and reports of agencies reiterate
this focus on basic education for the rural masses, including the
UNESCO Faure Co;mission (1972B), the Bellagio Conferences (1972, 1973,
1975), US—-AID commissioned studies By the African-American Institute
and Michigan §tate University (1972, 1973), UNESCO Conference in
Nairobi (Juné 1974), UNESCO/UNICEF Conferences in Nairoti (August and

October 1974), and the Canadian International Development Research

Centre's commissioned study review of education and development (1974).

There was also a Cdpnonwealth'Specialists Conference on Non-Formal
Education for Development in New Dehli, India in January 1979.

The entire structure, organization, content, and method of°
educational systems were being questioned. Human capital economists

v .

stress the balance of maximum economic efficiency with equity. In

view of the scarce resources available in most underdeveloped countries

and the fact that significant proportions of the population are il-

literate, it is much more difficult for underdeveloped countries to

make such decisions than it is for the developed countries. .

k|

Py

‘The same shifts occurring in educational policies of deve loped

countries in the 1970's, discussed above, were also occurring in the

underdeveloped countries -- only the relative and absolute differences

in provision, quality, and equity of the educat}onal systems as well

3

as in the distribution of personal income and the differences in

111



112

life chances between regions, race, classes, sexes, and ages are
astronomical.

The effects of some policy proposals on underdeveloped countries,
likewise, are quite different than on deve loped c0uﬁtries. One
examplgdis the policy of lowering, if not eliminating, public
subsidization to post-secondary educatiOn. This is part of the
more recent attempt to be more efficient in the allocation of public
resources to education.

As Porter, et. al. (1973B) point out, unless risiné private
costs of post-secondary education are balanced with a comprehens.ive
financial aid scheme to provide grants to students from low-income
families, the results are highly regressive and defeat the equity
goals behind the removal of subsidies.

Schultz8 (1970A) insists that just as the full cost of edu-
cation at the post-secondary level should be private, not ﬁublically
subsidized,;those students from low-income homes should receive grants
to enable them to attend. Students from middle and high-income
families shogld'bg'able to borrow money for education in the‘samé
way - that they can borrow money to obtain &qnsumer goods or physical

tcapitgi. ™~

Séhultz,(1970A:64) agd other human capital economistsddisagree
profoundly with the conclusions of the Carnegie Commission on the
Futufe of Higher ﬁducation ;Hat universal college education (though

: not.uﬁiversgl atte%dance) ts a right and a necessity for the provision
of equality of educational opportunity becau;e ig,woﬁla require a

"...vast increase in public funds which would not be neutral in its

effect on the distribution of personal income."



Inequdalities in the distribution of personal income are much
greater in the underdeveloped countries than in the developed ones.

Mark Blaug (1967, quoted in 'Williams, 1976B:77) observed that
: <

The striking fact about underdeveloped

countries is not so much their low level

‘of income per head, but rather the extreme

inequality in the distribution of nearly

everything: income, population, education,

housing, health, and_ the like. Not only

is income per head ddre unequally distributed

than in developed countries, but regional

variations in income within national bound-

aries far exceed anything found in Europe or

America,

Reduction in public subsidies to higher education in the

underdeveloped countries by itself would not have much effect on

the situation. A switch in emphasis from higher education to ele-

mentary and pre-school human capital development would be more

efficient and more equitable from the point of view of human capital

economists.

- The World Bank Workshop on the Economics of Education held in

Washington, D.C. in October 1973 aealt ﬁith precisely these issues.

a

Marcelo Selowsky9 presented a paper at that workshop entitled,

.

"A Note on Preschool-Age Investment in Human Capital in Developing
Countries" in which the opening patagraph is a quotation from'Jencks'
(1972B:256) study on inequality. “

. It is true thdt schools have "inputs" and
"outputs" and that one of their nominal
purposes is  tg take human 'raw material"
(i.e., children) and convert it into some-
thing more "valuable'" (i.e., employable
adults). Our research suggests, however,
that the character of a school's output
depends largely on a single input, namely
the characteristics of the entering chil-
dren. Everything else-~- the schooPﬁ%uﬁget,
its policies, the characteristics of the

113



' 114

teachers -- is either secondary or completely
irrelevant. &

The poor performance of children from poor families in under-
developed countries ;a rooted in physical (nutrition and health) as
well as more intangible (social, psychological) factors. Therefore,
these physical factors qustibe dealt with if these children are going
to achieve in school, or for that matter in society.

The "economic problem'" becomes therefore

how preschool-age investment in human i

capital can contribute to a "least cost '

solution" in the production of cognitive

and noncognitive skills at adult age (Selowsky, 1976B:709).

The m@in problem appears to be lack of resources to adequately
provide a program of pre-school human capitalydevelopment”in the poor
countries. Educational programs for mothers with emphasis on nutrition
and child-rearing practices appear to be the most needed; however,
such programs have not been developed in all boor countries and the
ones which do exist are not available to all who need it.

Bacchus (1979A) points out that non-formal education has been
tried in various poor countries but has only begn';elatively success ful
in those few countries which have also instiﬁﬁﬁed radica} st;ﬁézﬁral
changes in tﬁe economy And social structur;\to drascichl{y reduce the
inequality i; the distribution of personal incomé..‘

| fhe ruling elite in most underdeveloﬁed.countries reject the
idea of shifting resources frqg the formal educational system (éspecially
academic secondary education and higher education) and the modern séctbr

of the economy to non-formal education and the :urhl sector of the

economy (Leys, 1975B:258-271).

.
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What really seems to be occurring‘in the 1970's in the poor
countries is experimenting and'small-acale’innovating in education,
with continued emphasis on elementary education and with more inter-
national aid given to elementary level education.

As already discussed above, there has been dramatic growth
of pre-school education in Canada and Western Europe and an extension

-~ of it.in the United States (OECD, 1970Bb:94).

In terms of educational policy.per se, théfzz;~l£-aecional
governments' educational policies during the late 1960's in Western
Europe and North America Qas to reach the goal of equality of edu-
cational opportunity. Reforms in the organizational structure,
contents, and methods of schooling were all part of their over-all
strategy (OECD, 1970Bb:i4). i

While pyblic policy in general, and educationgl policy in
particular, has become incéeasingly programmatic and comprehensive
since the mid-1960's, it has also been narfowly quangitative and
reactive. A basic assumption has been that the future would not differ

_much from the present, that the economy woﬁld continue to grow as
wouid,the need for more highiy educated manpower.

In the lﬁte 1960's ‘and 1970'5, the economies of most developed
Vcountrigs(experienced a severe downswing. The contraction seems to |

be long-lasting and so the large proportion of public budgets ear-marked

’

for education are increasingly being viewed as an expense we cannot

afford. There has been a renewed surge of interest in economic ef-

ficiency within the educational sector.
AN

The fiscal crisis of the state has forced governments to cut

down on government spending. .A general drop in the standard of living



for many people has shaken popular belief in education as a vehicle
for social mobility and economic growth. A general feeling that
subpiﬂized education has bengfited the wealthy at the expense of the
poo;Ahas meant less public resistance to major ﬁuts in pﬁblic subsidies
to post-secondary edgcational inatftutions,l .

Schultz has been urging such changes for reasons of economic
efficiency and.social welfare as well a§ equity for many years.
The regressive effects of public subsidies.to pqst—secondarylinsti-»
tutions on the distribution of personal income and the resulting
increase in inequality has been documented by Hansen and Weisbrod (19694,

-

1969B) in their studies of pbst-aecondary education in California  and
Wisconsin.

The reduction of public subsidies to‘higher education would
bring the treatment of human capital in line with that of non-human
capital. Physical capital formed by public investment i; not trans-
ferred tq'particular individuals as a gift -- neither should\public
investments in human capitai be transferred to iﬁdividuals as a gife,
according to huma; capital economists.

. Schultz (1970A:57) Qtates that "...the ideai price for the
educational services that students obtain should be neither mére nor
less than the real cost of p;oducing these services." Removal of
subsidies would dramati;ally increase the private costs. Since Schultz
says that prices shbuld_;eflgét the true cost and quality of educatioﬁ,
. prices will vary between institutions. The development and disaeminatign
of'bettcf information about post-secondary programs and institutions
is a hecesaary prerequisite for rational decision-making. A national

information disseminating service should co-ordinate and publicize

’
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made to promote equality of édudational opportunity‘and later equality
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information and services provided by the institutions. Schultz Also
stresses the need for counselling sefviées within educational insti-
tutions to become more aggressive and ''public'.

In order to ensure and promote equality of educational op~
porfunity, loans and grants have been made available by governments.
This has become particularly common in the United State; during the
1960's and in Canada during the 1970's.

~

Loans, grants, and other measures of financial aid were made
available to able Qtudents.who wquld otherwise not be able to attend
university on a national level by the National Defense Educatio;,Act

of 1958 in the United States. It marked the first whole-sale involvement

of the federal govemment in education. Sinceqthen, changes have been

\
I

of‘educational achievement'between groups. The earlier programs were
aesigﬁéd to provide ginanéial help to neéd& high,achievers}‘ Later
programs were‘de;iéned to help poor children\ingrease‘their achievement
and con.tinué fheir educa_tiOn. : | |

Schuitz has‘béen presaing.for'the develQP?ent of a program of
loans and grants to students from lowwi399g§ffhoﬁ§;'£o reimhuise themx
for the increasing éosts~of pos t—secondary education. Stud;nfs from
middle—'dna high-income families should be éb1e éo borroﬁ money fot
education in the same way that they>c§ﬁ borrow money for materiai;
.go;ds..'Loans Qhéuld, atcdraing to Scﬁui{z (19704:55) T:..réét on the
level of the income stream oflthe family..." and even fhouéh‘thisvis
", ..8till in its infancy..ﬂ;l;ith the reia;iveiy high level of incoheJ

of 80 large a part of U.S. families, it carries con?iderable promise."

éangible assets of students' families' could also be held as collateral =

>
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on student loans.

The public debate about what kinds of changes to the edugacioﬁal
system are desirable and practical continue;. Educational policies
during the past three decades have been profoundly influenced by
human capital theory. The traﬁsformation of the educafional system
from a restrictive, elitist model to an open, mass model occyrred
in a very short time period. Acceptance of the idea that schools
produce capifii‘ratherlthan consume it marked a definite shift in
public policy,gnd/;ocial science research which has been attributed

to the efforts of Theodore W. Schultz ih‘déveloping human capital

theory. Whatever the current disagreements about public policy,

concern for efficiency and equity are now integral to the discussions.

Human capital economics has irideed permeated pubfic polic} decisions

o

regarding education and social welfare as well as social science

!

research around the world. ‘Schultz's acceﬁténce of the 1980 Nobel
¢

: Prizeuin Econqmics ig symbolic of ‘the influence of human capital theory.
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CHAPTER II1I
Footnotes

Ay
1Derah1mer was Executive Director of the Amerxcan Education
Research Assoclatlon

2Th13 included non-residents but does hot include Canadxans &
studying abroad. :

3Exclucling the People's Republic of China.

4According to UNESCO (1972:50), "22% of the world's children
under 15 are in developed’'countries; 78% are in developing countries.”

5In attempting to provide equality of educational opportunity
in the United States, the issue became clouded with the question of
race and ethnicity. It was generally believed by pamsts and experts
alike #hat the problem was one of racial and ethnic segregation and
that the solution was racial and ethnic desegregation -~ when in fact,
the problem was really one ‘of class. When working class white children
were integrated with poor black children, academic achievement of both
groups remained low. However, when gpoor black. children were xntegrated _
with middle class white children, academic achievement of "the poor black
" children rose. With the average ethnic minority (except of Orientals)
scorxng as much as one standard devxatxon below the majority students'
test scores in grade one, the gap in academic achievement between non~
Oriental ethnic and raclal minority children and white middle class
children gets larger through to grade twelwe. Unfortunately, many of
the desegregation orders were between poor white and poor black neigh- ..
“borhoods. It has also been established that poor quality schooling has
greater dampenxng effects on academic achievement of working class chil-
-dren than it does on those from the middle class (Gordon, 1974A: 179) ’

o

6Education in Europe and most Third World countries is very
_centralized, controlled by the national government. However, .education
is under state control in the United States and provincial control in
Canada. Education is even more decentralized in the United States, w1th
local schodt boards hav:ng autonomy and control over local schools

7'1‘1119 was preceedéd by. tl;e Kencho Cdnfe'rence on Education, Emp Loy~
ment, and Rural Development, held in Kenya in 1966 as well as the:World
Crisis in Education Conference held at Williamsburg, Virginia, U.S. A
"in 1967. The‘publication of Education for Self-Reliance by Julius K.
Nyerere in 1967 represents the first major policy statement in this
direction, as well as one of the few. polxcy statements developed by a
Third World country rather than. an -aid agency in the developed countrles.

. Philip Coombs, Director of the International Councxl for Educational
Deve lopment, has had a key role in 1nflgenc1ng’"experts in other
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develoﬁment aid agencies to shift emphasis to basic education for
the rural masses and away from higher education and academic secondary
educatxon for & minority elite.

8Schultz s position is based on the conclualons of studies
done by Hansen and Weisbrod on higher education in California and

WLaconaxn and its effects on the distribution of personal income.
-

9'I’his was subaeduently published in Economic Development and.
Cultural Change, Vol. 24, No. 4, July 1976:707-720.




CHAPTER IV

THE TECHNICAL~FUNGTION THEORY OF EDUCATION: THE RELATIONSHIP BETWEEN
EDUCATION, OCCUPATION, AND LABOR INCOME FROM THE PERSPECTIVE 6F SOCIOLOGY

A. Introduction ) .

The dominant paradigm in all the social sciences in the 1950's

" was functionalism. This was true for sociology as ifhwas for economics.
Sociology in. North America,-as well as i; Ffance, Germany Scandinavia,
and Japan, was.d;minated by'Parsonian-étructural functionalism. The
most popular version of structural fuﬁcﬁionalism in the sociology of
education during th?g.period was technological anctionélism. .This
achool of functionalism stressed both the technical function of edu-

| cation andﬂ;he efficient:use_of humaq regources. Thus, the teehnical-
function theory of education, a subtype of the structural functionalist
theory of stratification developed by Davis an& Moore (1945A),»éfovided
the thedretical'framework for sociology of éducation. The two main |
premises‘of the functional theory‘of atratificatidn; which i; shares .
with the technical-function theory of education, are: 1) "that occu-
(patioeallpositions require particulhr kieds of skilled performance; and
2) that positibﬁs must be filled with éeraone who.have eiehet the native.
abxllty, or wﬁo have acqu1red the tra1n1n§ necessary for the performance
of the given occupational role" (Collxns, 1971A:1004) .

" More specific to the technical-theory of education are the
premises theti -1) knowledge and skills requ1red for JOb adequacy in
,modern, 1ndus:r1al1zed societies are 1ncrea31ng due to. contxnuOus

technological advences. ‘Ih1a results in an increasing propprtxon of

occupations requiring a high level of knowledge and skill accompanied

by a decreasing proportion of occupetione requiring little knowledge



" “and skill. In addition, the amount of knowledge and skill required

for a given occupation increases ove: time; and 2) increased levels

of form;1 education are required to provide workers with the trainihg

in specific skills and general capacities necessary for job édquacy,
|especially in the more highly skilled jobs; and therefore, 3) educational
requirements for occupations are constantl; increasing and so people

tend to spend more years in iﬁstitutions of formal schooling (qulins;
19714:1004). )

\Advocates of technological functionalism assert that there have
been'significant,.fuhdamencal structural changes in the social division
of labor of industrialized societies since World War II which have beén
determined by technolpgical advancemént and‘which have resulted in '~
increasing differentiation, specializatibn, and hierarchization of‘the
lab;r force in the occupational structure as well as invail social ?ﬁstii
tutioﬁs. At the s;me time, increased govermnment involvement in and
control over sbcio-économic‘igﬁtitutiéps has also grown considerably.

Industrial innovationa (including increasea éize and complexity

6f‘industrihl a;d commercial firms) were said to be responsible for
the tremendous upgrqding of'the labor force‘since World War ;Ir—- the
_increaée\in the number of jobs requiring more knowledge and skills,
great expansion of white collar occupations in general, and for. the
incfeabe inuthe nuﬁber of tecﬁnical and'pzofessibnal jobs. FSr example,
. in 1941, 25 2% of the Canadi an labor force was employed in white collar
jobs. By 1961 this percentage had 1ncreased to 38.6%. The increase

. . w
in number of workers employed in professional and technzca} occupations ’

was less impressive -- from 6.7% in 1941 to 10.0% in 1961 (Rxnehart

1975B:84). Durlng the 1940's, for the first time in Canadian hxstory
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the percentage of !;,ot‘kern employed in manufacturing exceeded the

percentage emplofed in agriculture (Ibid.:50). Iv was this tremendous
expanqion of white collar otcupations, however, which created a great
deal of social mobility and with it the renewed belief in»the popular

idea that education is the great eijwalizer -- through schodling, every-

one would be made equal (or at least less unequal),

These “socio-ecomomic changes in occupations and in the occupational
1%

Ao .
structure were viewed as the inevitable outcome of technological change.

The qué&;ion of what causes’ technological change, However, is ignored.

Clark Kerr, et. al. (19648) present this viewpoint of technological

determinism in their book, Industrislism and Indugtrial Man. As

‘Rinehart (19753:21) poinés out, proponents of technological‘functionalism

...almost always attributed to sophisticated
technology...centralization of knowledge and
authority and a detailed division of labor...
[and that] a given level of vechnology...bears
organizational imperdtives that operate inde~-
. pendent of the social, economic, and political
wilieu in which technology is embedded.
M~
Thus, technological determinism fosters the idea that the -

(interrelated) processes of industrialization and bureaucratizationm

v

ol v

inqvitaﬁly mold;gll societies along a‘unilinear development path. bne
result of this evolutionary process is that the social division o£ labor
‘is "de—aoc;alized" into siwmply a technical.diQiaion of labor (Johnson,
1976A:6) . Social clasaes are transcended and society becomes more
"open" and "fluid" and "moﬂile” -~ classless. Differences between

. the socialist and capitalist countries dwindle to the point of comvergence.-

There is an end of ideology. This is referred to ss the Convergence

Theory.

1
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The technica1~fﬁncti0n theofy of educatioﬁ, then, basically
states that as a result of technological innovations, there is a
need and consequently a demand for increased cognitive.;nd technical
skills in most occupations. Therefore, educational requirements for
moat occupations are also rising.‘ Thus, the phenomenon of rising
educational Qﬁalificacioné required for most occupations is seen as
an inevitable result of modern industrialization and bureaucratization.
(experienced in the socialist @s well as the capitalist coﬁnfries).
It‘ia therefore posited by the technical-function theory of'
education thﬁt cognitive and technical skills needed by workers are
lear;ed in gcﬁaol and that the.acquisition of them will make those
-workers more productive than their less-educated counterparts. These
are vety'importanF premises of the theory. Thus, expansion of the ‘
Qdﬁcational system, especially at the tertiary level was seen as 'fun-
éionally" necessar; during the 1950's to provide Qérkers with knowledge
and skills required for job adequacy in a rapidly expandzng and ~
changing economy.
7. Tech;olcgical functionaliam provided the framewofk for much- of
theisociology of education research done in North America guxiqé the |
O'a‘and I960's. With its stress An the ma#imization of talent in’
the allocation of 1nd1viduals to the occupational hlerarchy, technologzcal
~funct10na11.ts criticized the existing aystem of education as elxtxst.
| It formed part of the liberal criticism of congervat{ve ideology and
-poiiciesgﬁhich dominated the system of education in Westem Europe and
North America prior to the 1ate 1950's. Th; basis of the liberal crit-
~icism is that elitist systems of education are technzcally 1neff1c1en&

L Y]

because of the was;age ‘of talent from the lower clasaes. Furthermorié

124 ‘&
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liberal ;rgument claimed that gross sociai inequality was neither
rational nor just in times of fierce technological and scientific
competition Qith the Soviet Union. Formal education, according to

the functionalist gﬁgggszfi_?eeded to be assigned an important role
"...in the evolution of industrial, and-particularly American, societies
from particularism and ascription to universalism and achievement'
(Murphy, 19%95}13).

- So, by ;he late 1950's, one witnessed the traditional conservative
conceptions of society cbming under heavy criticism and a revitalizing
of‘classical liberal notibns of eqhqlity of opportunity and equaliza;ion
of life chances. Conservatives, who believe that any society has’only
"...a limited pool of educab}e‘ability" (Karabel and Halsey, 1977B:9),
and that social inequality is the natural and inevitable outcome of
socially signif{cant, genétiéally-determined differences in fnteliiéénce
between individuals (manifested in rigid cl;ss liﬁes); lost ground to

liberals during the 1960's -- but not without prolonged, heated public

debate. !
.. 'Y
- The concern over availability of talent and its utilization,
!

'alqpough it had been the subject of empirical research since World
‘War I, took on a sense of.urzéncy with the development of the Gold-War

% in the 1950's and the suBsequenﬁL%Qéqlogical competition between the

)

We:s;;e‘m capitalist countries and tl';e Soviet Union. It was the launching
'ofﬁggutnik in_1957; however, which threw the West into a virtual race
ag#inst time to upgrade the North American labor force as well as
reassess and reorganiié the educational éystgm.

Consequently, new national and international surﬁeys were

undertaken during the 1950's to ascertain what the "available pool of

i)



t#lent" was and how to maximize the development of talent ;a ef-
ficiently as possible so that workers would be as productive as
possible aﬁd the national growth rates would be as high as possible
in attempting to catcﬁ up with the Soviets. However, even before
the on-set of the Sputnik era, interest in the maximal development
of human resources had surfaced in North America, and the Commission
on Human Resources and Advanced Training was appointed in the United
States in 1949 to sponsor such a natioﬁal survey. The results were
published in 1954 by Wolfle. Similar studies done during the 1920's,
1930's, and 1940's in Europe were re-examined and used for comparison
purposes (Husén, 1975B). "

The conservatives, who supported elitist educational philosophy,
urged a ", mot/ rigidly adm1nxstered aystem of ability grouping"

(Sexton, 1961B: XIV), all educational resources spent on .the development

-of an ability elite, and an early segregation of the gifted from the

other students. This line of argument is found in Education and Freedom

by Vice Admiral Rickover and in Educational Wasteland by Arthur Bestor.

Liberéls invoked mass belief in the early American populist
traditioﬁ (characterized by Jefferson's ability aris-

¢y and Horace Mann's school as the great equalizer) to call for
democratization of higher ;;;cation.

By the .1950's, the United States ﬁad already achieved ﬁasa,
egalitarian universal secoﬁdary educaciOn‘and w#s approaching the stage
of mass higher educgtion. In 1958, the United States Congress passed
the National Defense Education Act (NDEA) to provide mnas?ve federal
support to higher education (Husén, 1974Bb:40). Western Europe and

Canada were in the process of democratizing access to secondary education;

126
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higher education was still highly elitist (Ibid.:4).

++ With the publication of the Coleman Report in 1966, however,

the main‘issue became equality of educational‘opﬁottunitywat all
levels of schooling. During the 1960'8, with the Civil Rights move-
ment underway in the United States, "...the debate [in the U.Si]
focused on the plight of the ethnic minorities #nd the socially and

economically underpriviledged" (Huséh; 1974Bb:4). In Western Europe,

research on the "reaefve of talent' was the result of increased public
demand for "...extending opﬁorfunities for academic secondary education
to lower class children" (Ibid.). In Canada, the educational system 'l
was more elitist ﬁhen égalitarian, though not‘as rigid as the European
system. Higher education was not democratized. According to Porter

(1965B:165), the educational system was inadequate to cope with the

increasing complexity of the occupational structure in Canada during

"

the 1950's. The Canadian system of education was unable to "...train

péeople in sufficient quality andwquéntity for occupational roles' .

(Ibid.). . Canada was dependent upon the immigration of skilled manpower

because Canadian education was elitist and olass-bound (Ibid.:166).

B. The Relationship Between Edudation, Occuﬁacion, and Labor Income

as Posited b);;-\the Technical-Function Theory of Education and

fechnological Functionalism in Sociology.

The relationship between education, occupation, and labor income
is a very strong, positive one according to the technological function-
alist perspective. The functional theory of stratification (Davis and

Moore, 1945A) posits a purely theoretical sociologicallexplanation of

why some workers‘ieceive a higher labor income than others. ‘This,

[
N

1
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4 .
in turn, provides the basis for the technical-function theory of

education. Mainstream sociologists traditionally have attempted to
explain ".,.the determination of a worker's wages in terms of the role
of the worker's occupation in society" (Stolzenberg, 1975A:645).

Davis and Moore (QE'.EEE-) attempted to explain the phenomenon of
social inequality by arguing in functionalist terms the univéraal

necessity for stratification in any and all societies. They assert

‘that no society is (or was) classless or unstratified; social inequality
is necessary, functional, and inévitable. This, they insist, is because

in all societies there are some positions (occupations) which are
‘functionally more important than others: some require special talent;

some require lengthy, costly training programs; some are more agreeable
éhan others. Hence, societies mu%t develop a system of revards to
induce individuals to fill these positions oﬁherwise thefe would be a
serious scarcity'of talented and/or tfained,petsonpel for them.

These rewards must be distributed'diffe%entiaily according to the
f;nctional importance of the position as well as according to the
scarcity of talented and/or trained personnel. The conclusion made

by Davis and Moore (1963A:48) is that

' (1)f the rlghts and petqulsltes of different
positions in & sociefy must be unequal, then.
the society must be stratified, because that
is prec1se1y what stratlflcatxon means, Social
inequality is thus an unconsczously evolved

device by which societies insure that the most
important positions are conscientiously filled

by the most qualified people. Hence every society,
no matter how simple or complex, must differentiate
persons in terms of both prestige and esteem, and -
must therefore possess a certain amount of insti-
tutionalized 1nequa11ty
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Societies, according to Davis and Moore (1963A:48), have three

-

kinds of rewards which must be allocated differentially to individuals
[ ]

according to their occupation. They are:‘ 1) "...the things that
contribute to sustenance and comfort"; 2) "...the things that con-
tribute to humor and diversion"; and 3) "...the.things that contribute
to self - respect and ego expansion."

What positions (ooccupations) in society are the most rewarded?
Davis and_ﬁoore assert that those positions which are functionally
. important and require scarce talent ahd/or céstly, lengthy training
so that qualified individuals are scarce (scarcity of personnel) are
the positions which should and must be most rewarded. Otherwise, it

will be difficult for "society to fill" them. In the words of Davis

and Moore (1963A: 49)

.if the skills requxred are scarce by reason

of the rarity of talent or the costliness of ‘ )
- training, the position, if functionally import-
ant, must have an attractive power that will
draw the necessary skills in competition with
other positions. "This means, in effect, that
the position must be high in the social scale --
must command great prestige, high salary, ample
leisure, and the like.

_ Thus, accordingu:;‘the fgpctiqnal theory of stratificatiéﬁ, labor
income is a function.of the scarcity of peraonne; to fill fuj'ilanally [
important positions (6cc§patiohs).‘ Power and prestige, however, are
not thélresults‘of high - labor income;

It should be stressed, however, that a position
does not bring power and prestige because it
» draws a high income.  Rather, it draws a high *

' income because it is functionally important and
the available personnel is for one reasom or
another scarce. . It is therefore superficial
and ,erroueous to regard high income as the cause
of a man's power and prestige; just as it is
erroneous to think that a man's fever is the.
cause of his disease (Davis and Moore, 1963A°50)

/
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_ The '"purpose'" of high Zfabor income, therefore, is to "...induce
people to compete -for the position" not to "...confer prestige on a

position..." (Davis and Moore, 1963A:51).

David and Moore state that most individuals in any sbciety are
capable (have the inherent or innate talent) of performing adequately
in most'occupations.‘ However, there are some functionally important
occupations which do,require special talent which is scarce. Likewise,
there are some functionally important occupations which, while the
talent they require is not scarce, fequire coetly; lengthy training
which makes qualified individuals scarce. It is those functionally
important occupations for which there is‘a scarcity of talented and/or
trained personnel which must be the most highly rewarded. Differential
rewards are used to recruit individuals to various occgpations. ‘The

relative amount of rewards is subject to the laws of supply and demand.

The natural scarcity of talent and skills, however, can be artificially
manipulated to produce an over-supply 6T an under-supply which will,
in turn, affect rewards.

...the efficiency of a stratified structure

may be affected by the modes of recruitment
- for positions. The social order itself,

‘however, sets limits to the inflatiom or

deflation of the prestige of experts: an

over-supply tends to debase the rewards and

discourage recruitment or produce revolution,

whereas an under-supply tends to increase the

rewards or weaken the society in competition ‘ iy
with other societies (Davis and Moore, 1963A:51).. '

The relationship.between occupation and labor income, according
o ] | . . ) - J
to the functional théory of stratification, is one of functional
causality based on the principle of supply and demand. Labor income,

then, is a function of one's occupation. The technical-function theo
. P . ry
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ofveducaﬁion provides the technological??unctionaligt_explanation'

of the relationship education has with occupational attainment and
labor income:” It israsserted thac because the knowledge and technical
skill'requiremehtg~for most occupations have been rising, especially
since WOrld War II, individuals must spend longer periods of time

in school in order to acquire that knowledge and sk111 Therefore,

it is not the absolute amount of education that an individual has
which as;ert#ins what thg labor income from a particular occupation

will be, but rather the amount of education one has relative to every-

one else. That is, when most individuals finished secondary school

4

but only a small pércen;age went on to higher education, those who
went on to higher education had greater chances of employment in
an occupation whiléh paid a high 1l el income .

In general, individuals with relatively high labor income

‘have more education than those with relatively low.labor income.

- It is assumed that special cognitive and technical skills required

for JOb adequacy are learned in school In accordance with the

’

functional theory of strat1f1cat10n, then, those functxonally

1

scarce talent w111 be the occupations which confer the hlgheat labor

income . Thus one of the pr1mary roles of schoolxng is to allocate

4

1nd1v1duals dxfferentxally into varzous occupatxons in the hzerarchlcal

d1v1810n of labor on the basis of dxfferentxal achlevement and to ‘a
1

A

lesser extent;persoaality.attrxbutes.

v

c. Equality of Educational Opportunity and - the Technocratiqrneritocracic_

deologz

The technologxcal functlonallst (technocraclc) vxew of productlon

131
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according to which a ﬁierarchical division of labor or :anking of
eccupations -- in other words, a stratified society -- is univeraelly
necessary and inevitable, ties in with vhat Bowles and Gintis (1976B:105)
call the .'meritocratic view of hiring". The American Dream of a
meritocracy in which everyone, regardless of cless or region, would

have equal opportunity to develop their innate talents to their

fullest, which dates back to the times of Thomas Jefferson, gained
efficial status du;ing the 1950's when the need for white collar

workers, managers, technicians, engineers, and scientists was much

_ greater than the-supply. For the first time in the history of

%pdustrialized societies, there was full-scale social mobility. Mahj
workers up-graded their education in order to benefit from the sudden

explosion of employﬁent opportunities. Since educational credentials

were becoming the main criterion for employment, governments en- - -

couraged workers to do-so. In the United States and Canada, for

1nstance, the federal goveknments devised programs which. would pay
' X

returned war veterans to Jursue higher education.

A meritocratic system was politically popular because, being.
. . I ) " . .

baseq on.claseicel liberaiism, it wought to replace en "asetiptive
aristocracy" with'e "haeu;al aristoeracy":of an aehieved,laﬂ-lity | N
e1itee ' This elaesiea1 iibera1iSm is a Eype'of Social Datwiﬂiam'which'
says that everyone should be treated equally, regardless of class or

0

reg1on Those who are 1nnate1y more able and motlvated will achieve

’andee more successful than thoee who are less well endowed Com—

' 4

pensatory programs for d1sadvantaged groupa as well as a diversified

currxculum were defxnltely not acceptable accordxng to th1s outlook

wile .

VA ]
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The curricuium must be the same for all individuals th;oﬁgh the
period of compulsory 565331ing,,

Michael‘Young (1958B) éresents a schematic conceptualization
éf the meritocracy as M(efitocracy) = E(ffﬁrt) X A(bility). fﬁgi,
individuals would experience upward mobility or downward mobility as
a function of their innate ability and motivation r;cher than.being
born into a particular status and class. In a meritocracy, social
status and'occupati§n would be achieved on Che basis(of merit, not
ascribed characﬁéristics "Dxfferent;al status and differential
income . are based on technical skills and higher education" (Bell, quoted
in Karabel and Halsey, 1977B:607).

The Western European and North American countries embraced
»‘the technocratzc—merxtocratlc xdeology after the Second World War
to ensure that talent necessary for manpower requirements would be
identified and'dqzelopedﬂ The demand for'whife collai, technical,
and professiohal'ﬁorkera far excee&edAthe suppiy}  There wvas genéral
disaatisfactid;'ﬁith ﬁhe existing-elitist system, which seemed to be
reaponaiﬁle for a great deal of wastage of talent. “

Talented individuals from the 10war classes were not’ achlevxng
in school. Hencﬁy they could not conpete for the new job opportun1t1es
Since Warld War I,° there_have been many studies done in Western Europe
and North Ameg?édAto aacert#in the caune'of this was tage of télen;.
Lack of equéfQZducatianal opportunity for all groups in society Was",
identified ;sifhe ﬁajot reaéoﬁ for'this wastageWf talent. Studies
of educétional-partiéipntiou'sthha direct relationship between a
‘ 'student 8 soc:.al class or:.g:.n and ;:he amount and type of educat:.on
recelved (Husen, 197SB OECD 197SBb vols. 1 and 2; Boudon, 1973B;

_—
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. Fggerlind,'1?753; Glass, 1954B; Floua, 1956B; Halsey, et. al,, i980B;
Goldthorpe,~1980B; Levin, 1976A; and Porteg et. al., 1973B).

With the added stimulus of éhe Cold War and its consequent
competition between tﬁe Western capitaliéé countries and the Soviet
Union, there was great. concern that gros; social inequality and
wastage of talent due to elitist systems of education were not
technically rational nor efficient. A meritocratic system'with
guaranteed equality of educational opportunity was deemed necessary
to e11m1nate gross inequality and waatage of talent Social Jugtlce
and efficiency, then, would make more talent available to be utifized
in catching up with Soviet education andigechndlogy.

. The technoetgtic-meritﬁcra:ic ideolqu which permeated the
social sciences during the 1950's and early 1960's, emerged in .the .
field of education as the liberal theory of equality of educational
opportunity. This thépry, which rapidly beéame more of a aoctrine
in-education, like the idea of a meritocracy, séeps from clasﬂical
libérhlism.

| .It is important to understand’thg relatiqnshi? bétyeen.merit—
gcracy’and equality of educational oppértunity because both.a;ceﬁg
sbcié—~éc0ncmi¢'iﬁequality as inevitable and even 3u§t. _Tﬁqs, neither
seeks to eiiminﬁte'thia,inequality. Rathei,»the basis of socib—économic
: inequalify is shiftéd-from éacribed traits to achieved ones based on
¥ individual merit; Bell (quoted in Karabel and Halsey, 19778: 616)
descrlbea the concept of equallty-of opportunity in general.- i

The prlncxple of equality of opportunity derxves.

from a fundamental tendt of classical liberalism:

that the individual -- not the family, commumity,

or the state -~ is the singular unit of society,
~and. that the purposes of societal arrangements



is to allow the individual the freedom to
fulfill his own purposes -~ by his labor
to gain property, by exchange to satisfy
his wants, by upward mobility to achieve
a place commensurate with his talents...

As a principle, equality of oppor- -
tunity denies the precedence of birth,
of nepotism, of patronage,’ or any other
than fair competition open eqy lly to
talent and ambition. It asse in the
terms of Talcott Parsomns, un1versalxam
over partzculartsm, achievement over
ascription. It is an ideal derived
directly from the Enlightenment as codified
by Kant, the principle of individual ‘merit
generalized as a categor;cal imperative.

.’ Technical skzll becomes & condition of
operative power, and higher education

the means of obtaining technical skill.

As a result, there has been a shift in

the slope of power as, in key institutions,
technical competence becomes the over- .
.r1d1ng consideration...it is the codifi-
cation of a new social order based, in
prxncxple on the prxorxty of educated
talent. :

In social fact, the meritocracy is
.thus the displacement of one principle
of stratification by anocher of achleve—'
ment for ascription.

|
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. CHAPTER IV

Footnotes -

IThe debate between conservatives and beerala, however, is
still not over -~ witness the resurgence of conservatism after the
publication of Jensen's work and the more recent lack of support
for education in the 1970's and 1980's.
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CHAPTER V e
THE INFLUENCE OF THE CONCEFT OF EQUALITY OF EDUCATIONAL OPPORTUNITY
’ ON EDUCATIONAL POLICIES :

The doctrine of eqﬁality of educational cpportunity became
80 weli entrenched in»p0p613§)opinion that it quickly became a
national myth in the United States during the late 1950's and ear1§ 0
1960's, It became iqprea;ingly important in Canada as well as Western
Europe. The main target fdr tﬁis i; the U;ited States was higher
;aucatiOn, thch ﬁas approaching the stage of mass attendance. This
has been referred to as the 'massification" of higher education. In
Western Europe, the main target for eqpaiity of‘educational.Opportﬁnity
was'secondaéy educqsion, which prior to WOrld.War ii was extremely .
elitist. Cangda was.mid~w4y between the United States and We;tern
, Euﬁope,’with broblems at both the secondary and post-~secondary levels
of edﬁgation.' However, during the mid~M60's, it‘Qas realizéd that
children from "disadvantaged’ ethni; and racial minority groups and
from the working cla:: in genaral did not have thé'same_oppoftunicy
for écademic~achievement adtdiq those from the domiffant and middie
cifqa: Théréfore, conce;n’ﬁor.gquality of educaé&onal:)pportuni§? 
becéme an issue in elementary snd secondary schools Ehtoughout Vestern

Europe and North America. ‘It was the number one educatidnal policy

concern of the 1960's.

A.-Revitalizqtioﬂ of Classic#l Liberalism in Education S -

In pursﬁing a policy of providing eqﬁali;y of educational op~
° - )

portunity, what policy-makers were ostensibly attempting to do was

to eliminate all external barriersl to entrance at all levels of

+

2
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schooling Accordxng to this classical 11bera1 phxlosOphy, schooling

)

>up to the mandatory level should be uniform and the same for all

L]

-

students and no one should be excluded fnpmqfnqe>attondance. Further-
more, facilities. should be the same between schoois.' Beyond mandatory
schooling,_ncceas'co further achooling muso be limited only by
internal barriers (i.e., innafe ability and motivation). This is

what is referred to as equality of educational opportunity in the

‘

formal sense. o o

The roots of th1s educatxonal philosophy based on claas1cal

liberalism goes back to the American and ;rench Revolutions. The

[ 4

. 19¢th centuty wrltxngs of Hotaca Mann, an American educator provide

g good example of how liberals sought to e11m1nate gross soc1a1
Lnequallty through schooling. Equallzatlon of 11fe chances was the

main goal of the doctrine of equality of educatlonal opportunxty as

.conce1ved by lxberals. Thus, equality of opportunity for social and

economzc rewarda was to be achieved through a more egalitarian system

-

of educatlon. The school was to became the great equa11zer. :

Thxu class1cal liberal educational philosopby was revitalized
a <! .
during the late 1950's by the general concern throaghout the Western
capitalist world (though it was most pronounced in the United States)

that a more equitable (but not equal) and just sqgcial order was not

only morally desirable but absolutely necesaory fox more efficient

a

production, rapid technological advancemént, and econodic growth.

Decreasing social 1nequal1ty would also increase socxal harmony and
stability -~ which was deemed né%essaty during the hexght of xdeologxcal

and technologzcal conpet1cxon characteristic of ch: Cold War. A more

educated work force waa also belxeved necessary tb raise worker

. <_’9 .
. C. . ~
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productivity, incieaae the rate of surplus value, and make a greater
rate of exploitation seem the reverse because of greater absolute
af fluence for all.

Libe;als and coﬁuetvatiVee alike, beingfpgainlt the idea ;f
direct®income traﬂpfe: fram rich to pgor, turned to educational réform
to accomplish the task of redistributing personal income. quaiity
of ea;caciohal opportunity would provide everyone with an equal
chance to compete for a piece of the pie. This equallﬁhance to
", ..develop to the fullest extent of his (her) abilities, and by
eliminating priviledge in access to all openisks, would mean that
inequality and injustice will be abolished" (Patterson, 1978A:22).

Thus, education is viewed as a means of solving problems of
gfdsl socio-econamic inequality and inefficiency (wintage of talent).
The school would be an inltfument of qocial reform -- an idea that
goes back to the early 19th‘:entury. People, especially in North
AAerica, éihe to believe that education would chaﬁge the structure.
of the social order so that it would be more open, create more mobility,
and;.’ be note egalitarian (Pat’:tetspg, 1978A:26) .. ‘ |

Q

The doctrine of equality of educational opportunity, however,

does not seek to subntantially change-:he existing structure of socio-
economic in?quality found outside the schools. "...(I)t merely seeks

to in;reaae the circulation up and down the lgdder of success or
failure" ‘Pntters&n, 1978A:23). The busiq.of‘fhe doctrine .is utili-
tarian iﬁ that, by equalizing'life chances for eyefyéne, the most -,

competent and qualified will be sélected and allocated to the‘océapatfbns

'conmindgig the highest prestige, incame, and status; while the least

competent will be allocated to those occupations with inferior status,
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income, and prestige (ggig.:zz)f

The proponents of the ideology of equality of opportunity did,
however, believe that the proportion of highly rewarded occupations
would increase ever m;re rapidly than the supply of highly educated
manpower and.that there would be an accompanying drastié reduction
in the proportion of unskilléd occupations so that there would be
a natural redistribution of income resulting in a more egalitarian
or less grossly unequal society.

How would this equality of ;dupational opportunity be achieved?
Through the relatively newksoc§al scien;e of psychology, scienfific,
objective methods were to be devised and used to measure talent‘and
ability. Thus, the criteria for acgdepic achievé;ent would be ability ¥

and motivation as me@sured by school grades, scores on "objective"

" tests, I.Q. and other standardized tests, and examinations. Educational

i
counsellors would be important for conducting I.Q. and other standard-

ized tests in order to identify potential talent and channel it into

the "educational manpower pool" (Husén, 19753:74):

-i‘w  Access to formal education beyond ﬁkndatogy schooling was to

be democratized and entrance based on objective and fair measurement
. Y, : . i
of merit (ability and motivation): There was also a move towards

universal accessibility to higher education. Thus, success or failure .

in school would only be the result of individual innate ability and

motivation. This ﬁhb,been‘referred to as the individualizat. of
4 ! . . ”

failure (or success),

According to technological functionalists, one of the primary

.
» .

functions of schooling is to allocate individuals differgntially_inﬁb
various occupations in the hierarchical division of labor on the basis

?;__
~
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of differential schooi ‘achievement 'and to a lesser extent on the
basis of personality attrihutes. This allocation is done ostensibly
on the basis of differences in achievement and merit -- which'are a
function of differences in innate abifity'and'motivation only -- and
appears to be objecﬁive and fair, eqpecia}l& if the idea ofvequality
of educational Opﬂbrtunity for all is accepted by most members of
society as the oﬁfici#l policy. '

This technocratic-meritocratic ideology is the classic liberal
response fo the traditional conservatives who maintain that social
inequality is the nasural and_inevitablé outcome of socially significan;.
genetically determined differences in intelligence between individﬁals
(manifested in'ri;id class linea); In other words, coﬁséryaciQes
believe that-eve:yéne gets what they deserve: thefe are genetic .
'differences betﬁeen classes. Liberals, however, do not believe that
everyone gets what they desérve because of social structural obstacles
to the development of talent. They do not believe that talent is
‘class-bound #d so they ﬁan’t all: external (roio-economié) barriers

to the developmeht of talent eliminated.

‘This conservative-libéral clash was very pronounced during the

. . : - . |
late;1950's when it became evident that Soviet education and techgology .

t . ) - . . - . . . b
were much more advanced than Western capitaliét countries. A debate

ensued between advocates of elitist and egalitarian (mass) eduqa;ioﬁ.
The elitists, like Vice Admiral Rickover, wanted a "...more rigidly ..

administerég system of ability grouping" (Sexton,v1961§EXIV)‘so.thaq )

~a, e e

& 4

the giftéd'couldﬁprqgresa as quickly as possible and not be delayéd
or discouraged by being in heterogeneous (undiffereﬁ;iated) classes.

Elitists felt that only the moxe advantaged studénts should receive
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more education. Proponents of egalitarian education felt that the -
harmful effects of elitist educational philosophy (perpetuation of
social inequality) more than offset the private gains to individuals
so that education, especially higher education, should be viewed as

a force for reducing income inequality by providing a means for social‘
mobility for all qua11f1ed people, regardless of class.

The 11bera1 cause was helped a great deal by the 1957 publi-
eation of a study on Soviet education by the United States Office of
Education which stated thet Soviet. education was more productive than
American education and that tﬁe Soviets didlnot seperate'the gifted
from other students. I.qQ. tests were not used in ;he.SoViet Union .
becauee the Soviets claimed that iatelligence is a product more of
environment than genetics. A; Pzerfcia Cayo Sexton (1961B:XVIII)
stated, "...the worker's child in the U.S.S.R. has Eﬁiﬁi as good 4

v
chance of going to college as his U.S. counterpart (Harvard Education

~ i

Review, Spring 1957).
Thus, liberals were”saying that

an industrial society, if it is to grow

at ‘top speed, as ours must, should call

on the full intellectual potential of _ -

all the people in that society -~ not

just those in Rickover's ability e!ﬂEe .

It must, in other words, engage in all- -
out mass education, with full equality
. of opportunity extended to all students.

' This our nation [the U. SJ] has failed .

to do (Sexton, 1961B:XVIII-XIX).

Sexton (19613 XIX) goes on to state that "(t)he knowledge

understandxng, and part1c1pat10n required to reach democratic goals
and eff1c1ency, and the skllls required for peak industrial per-~

formance,‘temnxn in very large part latent and enderdeielopi?.“‘
J _ ‘, ..

"N



In her call for a new approach to educatiog, a discarding of elitist

_education, Sexton (Ibid.:XX) sums up the liberal support of egalitarién
education in stating that"-

...perhaps then we can mount an educational
assault which will be democratic and at the
same time effectively competitive with Soviet
authoritarian education. Through mass education,
perhaps we can break down same of the walls of
class and status...which seem totally out of
‘place in a democratic egalitarian society such
as we want ours to be, With the removal of
these barriers, perhaps we can make a closer
approach to the greatest of all democratic
dreams -- equal educational opportunity for -
all, without regard to race, religion, class,
or status. : '
This is the Dream.
In the United States, the primary focus of educational policies
.. . N r .
reform during the late 1950's and early 1960's was to provide equality
of educational opportunity at the level of higher education and to.

- build strong graduate schools (Clark, 1976Aa:123). Having already
achieved mass, universal'secohdéry‘education, the United States began
pursuing a policy-qf.deﬁbcratizing higher educdation and moving towards
universal, mass higher education. A college education was becoming
a érerequisite for middle level of fice and technical workers. Physics,
math, and engineering programs were expanded and promoted in an effort
to 'catch up'" with the Sovié;s. Consequently, in 1958 with the passing
of the National Defense Education Act (NDEA), the,Unite&'States
launched a program of massive financial spppdrt for higher education
to ensure that talented individuals, especially those from "dis~
advantaged" backgrounds, would be able .to pursue higher education.

. In the 1961 presidential address to the American Sociological

v

Assg§iatioﬁ, Robert Fdris,(1961A:839) stated that institutions of

e
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' higher education have become
a potent instrument for raising the ability b
level of the population...What is happening...
is that the nation is quietly lifting itself
by the bootstraps to an importantly higher ’
level of general ability -~ an achievement
which, though less dramatic than a space
voyage to the moon and less measurable than
the Gross National Product, may mean more C
to the national future than either.
Thus, there are three separate sets of'phehamena which created
a virtual explosidn in mass demand for higher education in North America
‘after World War II, ultimately leading to the .dramatic expansion in
post-secondary education witnessed during the 1960's. One is the
. » < ‘
shift.in the occupational structure, vcreéting demand for professional
and paraprofessional workers. This resulted in massive up-grading
of occupations and inflation iq‘edﬁcational credentials. This was
further complicated by the educationdl benefit schemes extended to
‘Teturning war veterans in Canada and the United States. -Many attended
. : - N- .
universities, obtained jobs with high salaries and status, and served
as models for young people -- reinforcing their mobility;aspirations
and belief in education as the vehicle for social mobility.
B. Baby Boom - The Demographic Factor
. PN
The second factor in explaining the expansion of education
duringithe late 1950's is the post-World War II baby boom. The sudden ~

increase in population put pressure on the educational system tobexpand -
bgild more schools and train more teécherq. By the 1960's, when thesge
"+ youngsters were ready CO‘aétend university, there was. a virtuai explo-

sion in the demand for teachers and professors.



C. Sputnik Syndrome - The Ideological Factor

The third factor is the "Sputnik syndrome'" ~- the competition
with the Soviet Union during the qud*§ar era, as already discussed,

Al though education is a steee{responsibility in -the Unised_w.
 States, the Congress passed eight major federal aid programs for

undergraduate college and university students between 1958 and 1965.

Such measures certainly illustrate the urgency and importance

attachied to educational reform by the Upited States government. BN

. These programs provided indifect and/or directcpayments to sfudents,
scholarships, fellswships, subsidies, loans, work—study>50bs, and
tax beneflte in an effort to equalize access to higher education
| for -all groups (Flnn, Jr., 1976/77A).

The iong-term polxcy.for,hlgher eduqatien in the United S;ates,
then, was to pssh fOr'qpivessal; mass higher'education.durin;'the |

1960's. ,The fact that wdmen,ﬁmembers of subordinate groups Cespecisll&,

_blacks), and workxng clsss people were dzsproportxouately under-

145

: 1
represented in higher educat1on led to policies of poslt1ve dzscrxmmnatlon

(af firmative actxpn) for suph groups as well as addztionsl\"compensatory
programs. The United States government set "tsrgets" or "goals" for
ethnic groups' representatlon in hxgher educstlon during the mxd—1960 8

(Rlesman and Grant, 1973A 310). Fixed requ1rements for undergraduate'

and_gtsdﬁste p:ogrsms‘ﬁe:e more often'than not dropped and more "relevant"

courses“snd'programsIVere addedj;o ghevgostesecondary‘cutficulum,‘
Black ﬁtudies, Womenfs Studies, ;sdependent,Studies, snd,ﬁcologicsi snd's
Ensiroﬁsentsi Seddies.a?e egsnples of sueh‘new deseldpments; ‘

‘Tbe-sws wain eduestiosal policy ijectives ipswestern Edfbpe

- during the 1960's vwere to sbolish strhcturalbps:slleliSm and to achieve
.c. g ~ . - : N " .
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universal mass secondary school attendance. The dual system of
~ academically-oriented and vocationally-oriented secondary schools was

considered ‘detrimental to the academic achievement and subsequent social

~mobility of talented working class students. The trends towards

one system of comprehensive secondary schools and univeraal mass

attendance which started during the 1940{5, became a political issue

during the,;950's with great popular support. The enroIlmenc‘growthe

rate for secondary schools in Western Europe rose more rapidly |
?elative.to the United States (which had already achieved universal,
mass/secondary school atfendance)'right into the 1970's (Husén, 19743b:84).

The two main obstacles to the achievement of equality of .

'educational opportunity in Wesfern Europe were the early'selectivity

and the lack of openness of the educational system, In mostvof
A‘Western EurOpe, students are channeled into dxfferent types of schools
at about the age of eleven years.  Once in a non-academzc program, |

the students are unable to get 1nto an academic one. Theeproportion

of working class ;tudents 1n vocatlonally—orlented schools is high,

whereas it is very low in the aéademically—oriented schools. Concern

for the ' waatage of talent" as well as socxal justice prompted gavern- .
ments to 1ntroduce polxcy changes.almed at reVerulng thxs loss of

tglent, makzng schools more efflcxent and Just. Providing equality

of e;ucatlonal opportun1ty elitails- elxmxnatxng as many of ‘the con-
'dltxons and structures vhxch impede its realxzatxon as possxble. In
| the words’ of Toraten-ﬂusen (19743b 142) B o \
-~ The. greater the aegect1v1ty which allegedly ' ‘.Q'
promotes academic excellence, the more the :

: opportunltxes among low status pupils to move

ahead in the syatem are reduced. The more

strict the requxrements of access, promotion,:

exanxna:xon, etc., the more bxased the syste-
is" aga;qst ‘lower class puplls. : :



et

Consequently, by the mid-1960's, in attempting to promote eqﬁality '

. were included. in the curriculum (Ibid.:334-335).
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The abolition of the dual system and its replacement with
comprehensive aeconoary schools~;as the. goal. However, aiahough‘many
schools were cboverted to the comprehenaive type, remnants o? the
dual system still linget}_'The changeover has‘not been complete and
there is some support for the dual system which has not been overcome.
As Husén (OECD, 1975Bb vol, 1:334) has remarked,

(t)he two systems have emerged from certain
historical and social conditions; the com-
pulsory, elementary school being a product
mainly of the 19th century industrialization,
and the academic secondary school with a o
- long tradition going back to the Middle Ages —
preparing for the learned professions. This ‘
dvalism is a product of a soclety that yas
. almost entirely ascriptive in its allocation
of .social status. The selection and/or trans-
fer at an early age to academic secondary S
education by and large determines the sub- :
sequent occupational career; decides whether -
it will fall within the blue collar or white
collar bracket. The built-in flexibility
is almost nil. ‘ ' '

Thus, in Western Europe, the focua of educational policies

axqaﬁ ac provxdxng equallty of educational opporcunlty was on sec-

. ondary educatlon. The wmodel used was the Amer1can hlghvschool,

of cogﬁitive attainment by social class (OECD, 1975Bb vol. 1:437){

secoadary curricula were made more flexible and open 8o that no one

would be precluded from‘academic.("mainstrean") secondary education.

A diversity of optional courses unrelated_to‘one's academic performance

Canada fa}la'soﬁewhere between Western Earope_andfcﬁe United-

States ia cerma‘of the deVelopmentl(its;atructure and content) of its -

G

' school syatem.' Like the United States, and unlxke lome Westetn European

countrles, educatxon in Canada 13 dot a federal responslbxlxty, it

-
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is under provipcial authority. However, like the United States, the
federal government became involved directly as well as indirectly in
education during the late 1950's and 1960'5}2

During the 1950's, the educational system in Canada was eli;iat
and unsuited to meet the need§ of the rapidly éhanging and expanding
occupational structure. Consequently,‘éanadians had not been trained
in sufficient numbers to fill professional, ﬁiddle management, technician,
and akillecl worker occupations. Therefore,. according to John Porter
(1965B), there has been minimal social mobility for Canadians and the
ﬁociety has remained relatively conservative, class-bound, and elitist. l

The demand for professLOnal, technical, and other highly skxlled
manpower in Canqda since World War IT has been met by heavy 1mmxgratzon
Accordxng<co Lawr and Gxdney (1973B:239), between 1953 and 1963, Juﬂt
over 80,000 such workers 1mngrated to Canada, three~f1fths of them
bezng British. Thus, "(;)be dgpendence on external recruitment has
created the £llusion of adéquacy" of fhe educationalisy;tem. "It has
al;o'permitted the continuiFy of class-bound education as exemplified
by the classica} coliege system in Quebec and aéademié éollegiate
syatem in Ontatio";(Poftef 1965B:166). |

Porter (19653 47) p01nts out that

‘(u)nlxke the United States and the United

Kingdom, Canada had not by the 1960's moved : ‘%th- |

towards the creation of fully democratized S .
education,’ éither in its formal educational o .
systems or through upgrading schemes in . ‘

‘industry. ' Hence, Canadiais did not have the
same opportunities for upward mobility, either

-at home or elsewhere, as did populations of ,

[ theae other countries. A . - 5

In addztxon to the need for a modern" educational system more

suited to the manpower needs of a post-xnduatrxal socxety, Porter . (19653 49)

lamented the lack of mobz.hcy Opportunzty for Canad:.ana ’ ( \

S
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as well as within the educational system, so that Canada can beco-e'
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The necessity in the 1950's of importing
skills from abroad to meet the labor force
increment in skilled occupations suggests
that Canadian institutions -~ particularly
educational and industrial --'were not
geared to provide mobility opportunities.
International migrations which have come
with industrialization have been processes
of social mobility as well as movements of
labor as a factor of production...Where
Canadian immigration policy seeks skilled
and professional workers as an alternative
to educational reforms, mobility deprivation
.for Canadians continues. / e

Porter (1965B:168-169) cites social and psychological barriers

a3RRortunity in Canadian education and society. These include:

_;the indirect costs of educatioa). family size,

ies ig’qudlity and duantity of education, and

_ britLgxon on educagzbnal policies. 1In criticizing.
Canad1aﬁ1qtpcat10n, Porter (Ib1d :173) states that "...little has

been done to remove the barriers xmposed by social conditions on the &
individual's educational opportunztyﬁ,

Technological functionalist ideas permeate“PSrEer's critique of
Canadxan education. His maiﬁ concern is that the educational sysfem'
be radlcally restructured to meet the "needs“ of the labor market
in a post-xndustrxgl" society, with the principle, aim being elimination
ofkwastage of talent, "(E)ducaéiénal.ﬁélicy could remove from 'the
social environment those,conditioni'which_smother abilify".(Pbrter, .
1965B: 173). o - o

Porter s work in the late 1950 8. and 1960's represencs.the

modern liberal perapectxve in Canada. Porter (1965B:167) wunted a

merxtocratxc model,adopced in Canada, on the greater aociét&l level

o
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...a society in which the allocation of
individuals to social tasks and access to
educational resources is determined by
ability. Thus two ends are served:
the occupational structure will reflect
a more rational allocation of ability;
and individuals will have the greatest
opportunity to develop their talents
and make their contribution to the social
good. Where those who survive the upper
levels of the educational system are less . fj
able than many who drop out of it, the
investment (in educational plant is being
wasted and the most valuable resource
of human talent is being squandered. A
society which refuses to remove barriers
to educational opportunity is falling short
of the democratic ideal. The principle of
equality and the principle of ratiomal
" use of economic resources thus have a

mutually reinforcing function...A system

- which does not provide equality of oppor-
tunity is also inefficient.

¥

.By thg'mid—l960'a, Canada was in step with the United States
and Westermn Europe in striving for equality of educational opportunity
in the belief that it was a prerequisite for economic_efficiency an;
gocial justice. Because it was recognized that there were iﬁ fact

socio—economic and psychological barriers to equality of educational

opportunity, much of the educational policy reforms were made at

minimizing, if pot eliminating, these obstacles.

It was also recognized.:hat so long as aocio—ecOnomic b@rriers

to equality of educatlonal opportunity existed "...we can speak of a
class~determ1ned educat;onal system" and by extenalon, a class society
(Porter,-196SB:172). "Thus, because "(c)las% may be a m;j;;'impedipent

to Canadian educacxonal aystems meeting their aoczal funct1on of

aupplyxns the needs of a ‘diversified occupatxonal atructure,f modern

| liberals view the elxmlnatxon of claaa as an inevitable outcome of

our eVolﬁtion’intb the "post-industrial society (Ibid.:179).

(¥R
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Ihﬁs, the prevailing idea during the 1960's that various
social institutions, but particularly education; were lagging behind --
indeed were out of step —— with the changes ‘in technology and the
economy was pirt of the functiomalist par;aigm that dominated all
the social sciences. The rncionale‘for educational reform was to
restore social equilibrium, which would at the same time make society
more efficient (and so. more competitive with the Soviets) as well as
more socially jusf (and consequently. more hdrmoﬁ;us). |

Porter (1965B:196) reflects these values and concerns when he
reported that one .of the conclusions of the Paulend study in Canada
was "...that two~:hirds of the students that went to.univer;iCy were
less than brilliant and that one-fifth of those who were brilliant |

reached university." The fact that ". goxng to unxveraxty is largely

3 result of class and family position, (and) those who receive this

.ﬁtraxnxng are not alvays the mos t 1ntellxgent was pe:haps the focal'

“point around which most of the debate and reform in edueation tﬁjped

-r

(Ibid.*195).
In concluding this Bection on changes in educatioﬁallpolicies

in Western’EurOpe and North America during the 1960's, it”is.fitting

that a Caqadian sociologist, John Porter, s;m up the démihanf aigumént

—

in the following quotation from The Vertical Mosaic (1965B:197-198):

1

...educational policy cannot be viewed apart

from social policy in general, and. . .educational
equality can ptobably not develop without cor-
responding advances in-:other areas of the social
‘system. No society in the modern period can’
afford to ignore the ability which lies in 'the

lower strata. Whatever may be said about average
‘ intelligence and social class the fact remains

that in absolute numbers there is more of the _ ' j/

highly intelligent in lower classes than in the.
hxgher

»

w.\
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" . »
If the prihciple of efflcnency and equality
' are to be upheld, Canada must be prepared to put
a great desl more money into educational research
than it has up to the 1960's. Not only could , -
acceaubllxty to educational inastitutions be ,
greatly enlarged, but efforts could\ made to
overcome those psychologilcal barriers which cut
80 many young people off from both the material
and the spiritukxl benefits of education. Without
such policies mtetgenératr.onal continuity of
class will remain, mobility depuvatlon will
continue, and external recruitment will still
be required to meet thé needs of a complex
occupational atructure. .

One of the most important educational policy shifts of the
lage, 1950's was the sudden emphasis on post-secondary non-university
education in the United States and Canada. After 1960, - communi ty
colleges sprang up ncroas North America at & phenomena]l rate, fq
. 19§0, there were 656 community colleges in the United States and
29 in Canada (Pincus, 1974A:19“, CGayfer, 1978B:29), By 1971, there
more than 1,100 cammnigi colleges ip the United States and 119 member
institutions of ¢he Association of Canadi;n 'Cbounhtmity C‘alleges- (Pincus,
Op. cit ci .; Fleming, 19748:865 Enrollments. lxkpwxse, skyrocketed -

mcreaamg by flve—fold in. the Uni ted States between 1958 and 1973

. V(SZS,OOO to 2,917,060) and roughly four-fold in Canada between 1961

- and-1973 (53,000 to 202,000)(Pincus, Op. cit.; OECD, 1975Bc).’

o . ;
3

'nu incredses have been extremely hxgb in various rega.om, such as

- Alberta, where "‘ .the Alberta College Com1u:.1 esumtea the growth

in enrolmenx: in col]’.ege-level progra-el from 1964/65 to 1969/70 to

have been npproxuuuly 130 pe:: cent" (Hataon, 1972B:86). |
Couun:.ty college education is aimed at t.he 17-19 year old

group as vell a8 at adults who uy or 'may noc th conpleted high

: school It is intermediate between secondary*lchooll and the labor.

'} -

. W
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market or between secondary schools and university, depending‘upo’n

program of enrollment. The traditional 8-4-4 pattern of education
was undergoii&i’in conl.c‘iom, restructuring to 8-4-2-2 or 6-3-3-2-2. B}
Community colldges. generally provide three kinds ©f programs:

1) academic - two year, university equivalent general eduﬂ\pt‘ion courses
§ TmmmmesSSm——— . .

transferable to a'uniVer;it'y; 2) technical = tW% or three*year vocational/

. ~-
technical job—relni:v; programs leading directly to employm;t (primrily
P N

in middle level, paraprofessional technician }obl) and 3) nnumg
education blhort-cem (one week to one year) manpower retraining
progrm to upgrade skills of menployed andlor underemployed people,

remedjal ,pt&- to help students develop ncadcmc lkxllq,m Which
L~
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they are Mic;ent, and in 3eneral and recreational courses not necessarily

leadmg to employmerit or a “pl.o-r and fmuny, 'pmgrml to enable
;fi‘"

students to cdlple(:e high lcho‘ol c“m.valeney o - A

Although there is "... great diversity in p&one pmgtn, A;ubnt
L)
populltl.on, cdm.nntut:.ve ltructure, lnd pha.losoph:.cal base" between

community colleges across Canada, we will gcnerahze uung ﬁ!pibove-

mentioned déﬁgnpnon- (Campbe1l, 19718:3).% e

\
BA |
Communi ty couege- are adlnnucered by their own boarda (vhether

—},

appo:.nted or electcd) lnd oupported directly hhtough taxee and in some

ptovxncea also mdxtect:ly through -chool board: gtants - Sige of can-

num.ty colleges varies from a, few hundred sﬂ(’ . nth to a few thouund
p;-.

“ g

vn-th optxnu- uze being 2, 000 to 5,000 ltudenta

Accordxng to- Pxncul (1974A: 19)%re are five pubh.c goala of

-

Ao co-um.ty college-. 1) coqrehennM cutncnlun,. 2) open-éoor adm.suona

1&

: poh.t:yJ 3) convenient locac:.on, 6) an . ctth:t to give ltudenn a

’i

second chance (provide gqunhty of 'educat;.onal oppor;t.pzty.w» for post- : .

R e ’ - .o

.
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secondary education); and 5) a community orientatfon. Community
Y

colleges are much cheaper to attend than university, having much
lower tuition fees and being close to home. They are -smaller than
universities, offering greater inter-personal contact, more highly

structured courses and assignments, and more comprehensive aggressive

2

counaelling\ The 'elnphaais is on teaching, not research. ‘Teachers
are expectea to work cn’olegy with their students.

»&udcgt ,ﬁ; \at-:e'ndn comuunity coaeges tend to have lower
Jl{;h l'@! g}des and lower standardxzed test scores than those who

m:ﬁ% dqet‘lltlel. _They also come from a lower' social class., A

/t fl c, ,( v
upx}hcant pmportxon of community college studentn have been out of

RS

ht“ lchool for ten years, whereas most unxveruty freshmen attend
1!‘.“

g dgrectly from h:.gh echooL About f1fty per cent ‘of community college

students are part-time students, and about half of the full-time students

work more than fifteen hours per week. = N

Communi ty colleges have ‘been promoted by politicians snd educators
- s :

as pgwitfﬂg an increased opportunity for higher education for those

' -otudentc unable or unwilling to attend university. -’ Thus, the expansion
(=)

"of calnnuty collegel is vxewed as part of the proceu of democranpuon
of hxgher education. Dutmcnon must be nade here between hxgher

education and. post—secondaty ed;&non H;gﬂ&' education refers to

v
, un:wetnty»‘hereu pou-aecondary echcat:_xon refers to a diverse array

:of mctitut:.ap;'and ptogrm for non-baccalaureete study (Medsker ;nd
*

Tillery," 197IB 138). ity oolleges offqr a-variety of non-

4 R P o

un:ﬁetn.ty programns and cournee.-phg.ch are employment directed ‘or for
rectutibn, which, prior to 1960- have not been universally evaileble_ )

. for adultl. Lp'nddz.non, cc-m:u.ty colleges provxde increased og-
PO , S S km
2 ‘g R ‘o ':‘__. . . e ) S ‘ ‘ ) J ; 52

%,
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portunity for members of "clisadvant:aged"" groups to pursue higher edu-
cation, Ehereby den'ocratizing access.

The sudden growth in community college enrollment is dramatic
;indeed when compared to the gfowth rate of tmiverslﬁy enrollment. |

Wh:.le enrollment in American cbmmunity colleges rose fz.v/g:' d between

¢ -~_Krose by two-and-one-half tunes.. ,Furthemore,' "(o0)

freshmen in public institutions of higher learning are currently-

enrolled in comun:.ty collegea, and some predlct this figure will rn"..

to 70% in 1980 in che Unxted States (Munroe, 1972; Chronicle., 197&’;_&-5‘.é

Carnegie Comxss:.on, 1971)" (Pl.ncus, 1974A 19)
\ .
In Canada, full-time undérgraduate unxveraity enrollment increased

two-and—one-half times between '1960/61 and 1972/73 (114 000 ),;o 285 000)
My

whei@s full-tune conlnunxty college enrollment rose four-fold f
| 1961/62 to 1972/73 (53, 000 to 191,000) (OECD, 1976B: 293, osc% 1995&:)
The gap between full-time enrollment nt um.vers:.txes and com-~

mm.t:y colleges waa narrowing conuderably by the early 1970 8. Whereas

the 1961 full-t:me un:weruty %llment was one-and—one-half tunes
A A\
that of comunxty colleges, by 1975, it was redqced to one-and-one-half
* . . ".."‘(‘ 3 L : o
' times (OECD, 197SBc) SR “M)L v . : C
- : " \.. ) » . e

vALthough the eudden e??msion of post-secondary non-university ’

R

_‘ education is & more impoitant and ideologiéally more sigm’.ficant deve10p— A

ment than the expanuon of unwerut:.es m the 1960 5, it was the latter '
. 1

on wluch publ:.c attent:.on was :focuéed

o -' . This expanuon in Canavlt was more of a revoluuonary nature
\'t:h;an‘vj’fthe American ome, in thac the ayagem of secondary and post—secondary'
. ') " . . . .

" education went from small, closed, and elitist to large and open.

"

-
¥
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The transformation of post-secondary education in Canada has had more
dramatic after effects on the country than have the changes which have
© .

occurred in any of the other Western industrialized countries, including

the United States.’
To gain a better perspective of the changes in Canadian post-
secondary education, as well as secondary education, the highlights of

similar developments in the United States and Western Europe during

¥ -~

the 1960's and 1970's will be outlined.
. ) -

This can best be done by examining" the attefnpts made, to tchi.eve

equalxty of educat:.onal opportum.t:y through succuli\fe_phnes of edu—

7 - 7 "’V A T
o v Froee oo,

catxonal pol:.cy lh:.fts in the 1960's and 1970's. ’ "« ' Lo i

: ’

- The f:.rst phaae, which has already been dxscusseﬁ;g}..aou:length
t .

is the position of the class:.cal liberals. Th;t is, t:hef.e &p,utg‘be

» *;, 34 «"\'-" .

equal:.ty of educational resources, curncula, and treatment of i J,-t 5 *‘-S‘WJA

students with the same measured ability. Access for all children t:o;

local schools th ough the per:LJ'd of compulsory*ehoohng should be

‘_guaranteedand free.” There should be no dlfferms in school facili-

T

*
.

ties between schools. ~The belief was that universal accessibility to
equal schools was all that was necessaty to ensure equaht:y of edu-

cgtxonal opportun:.t.‘y Th:.s was the view of the late 1950 8.

D. Modern Liberalism and Education o g . &
* By the early 1960's, it had become commonly accepted by @
Ve ' : . - .

politicians, educators, and sociologists that there were children

from® variouii;'disadvantaged" ‘groups in society"?who starteduachool

! ’

. with dnnnct hnndxcaps regard:.ngeachxévement vis-g-vis ch:.ldren from

advantaged" groupl. 'm\us, _m the race for acade@lc achxevement,. some

-

' X}

) \ . ) . h . : -~ i ‘» . -
}_\ - . L . ' Cu
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children were nat even up to the starting line when they begen school’.
Many dropped out before~completing the period of mandatory attendance.

Of those who finished the period of compulsory schooling, many did not

A
graduatg nor continue their educatxon B ‘

The consequent eatdb}zlhment of pre-achool educational programs
14'

with an emphasis on conpenaatory programa xn elementary ‘schools along
d-/

with the acceptance of counsellmg ‘programs sxgnalled a shit®in ¥

educatxonal policy away from classical liberalism and towards the

~es

position of modern liberals. In fact, positive discrimination (or
affirmative actionﬁpv oaﬁﬁ compensatorp educational programs came to
typify this period. . The idea was to bring the childnen from "dis-
advantaged" groups up "to the same level of achxevement as thoae fro?
"advantaged" groups when they start their‘schooling. |
With-thih'ghift in philosophy and goiicy, the schooléeaa E .
'...perceived to be a positive .agent fo:QEZcinl Feform, combattiog... s

‘patterns of socialnand’economic dnequality..." (Pike, 1978/79A:82).

Efforts to elimidate or at least overcome, the psychological and
socio—economic barnera to.achJ.even;nt described by gorter became
the objective of thxs atage of. educatxonal pollcy o

The thxrd phase of educatxonal polxcy ah1fta in the pursuit’ of

AS

equality of educational opportunity is that of providing educational =

fbpportunitied for adults The concept of life-long education, or

-~

racurrent education, developed in the early 1970 '8 qifatioAand Alberta'_

a

-

wergﬂthe farat to prOpoae this polxcy shxft in Canada v1th the publication

thruat of tﬁiqxjgiicy is to brxng everyone, regardless of age, into the.

L
v~ »

ey
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rélm of public education. . ‘

The resulting -trend to elimMirate dead-end and terminal programs,
and to establish Open admission are part of this third phase, which
ig.designed to prov1de people with a second chance at educatlon%%ylhxs
has reJuvenesed adult education at both the secondary and post-secondary
levels. Ihe“cOntinuing growth of community colleges and adult voc-
ational programs is evidence of this. . The success of Athgbeaca Uni-
versity in Alberra, the Open University in Britein, and adult hléh
schools in Demmark are some well-known examples of this.

By the mid-1970's, the aim of educational policy was toAprovxde
equality of edhcacional Opportunity from the cradle to the grave,
through the use of whntever programs deemed necessary and afforddble.

The dxffexence is, ‘at least theoretxcally, that if one does not achieve -
the first time around, the doqr is alwaya open to try again.” The
emphasxs was removed from more equal achxevement across groups the

first time arOund. ) | o ;

’

Thete i’s another aspect&this last shifc in educational

-“, ”

'polxcy which' has xmport‘ant: ram.fxcat:.ons for. everyone "liac is; the
anphaau has been shifted from v:.ewmg educat:.on ag an mltrument for

uuhvxdual socio-economic reward to e ceqnod:.r.y for individual consumphon

"v

H:.gher educat:.on is bpmg promoted for the xnherent cultural and per-

~

sonal enrichment value. Hénce, students are being encouraged .to a‘ttend'
post-secondary institutions but not to expect it to lead directly and ‘

-in‘l‘led'iately to empleymenﬁ.
ﬂjih Thus, for the . fn:st: time in nearly twenty years, the publ:.c is
be:.ng dald by e ;ﬁncators as well as by pohtxcuns, that poat—secondary

- edncat:.qn w;.’ltl,n: j‘neeessanly have an econonuc pay-off for the .

-
L 4

X
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; advantaged" groups.

‘ aocialilction.

'

-individual. The investment approach to education has been ab andoned
b .

in favor of the view that education is for consumptive purposes.

E. stzllusxonment thh Modern Liberal Educatxonal Polxcxes

This latest stage in educatroeal policy is £ e result of
wideepread dilillefionmenc on the part of educationa gperts and
the public with the apperent'faiiure of social action pregrams designed
eo previde equalify of educational opportunity for children from ''dis-
There has been a general reassessment of the apéroach teken
by previous policy and a rejection of the view that'ﬁhe educational
syatem is or can be a vehxcle for social change (Pike,; 1978/ 79A: 30)
Since most of the factors reﬁbonsxble for dszerentxal achievement

between groups of children lie Out.‘de the educatzonal system, changes'

" must be madeo: c%fdb the sqhoola which w;ll allow for equalxty of edu-

- cational oppo}tunlty for all gﬁpupa

The OECD (1976B:39) examiners remarked that "...even rhe‘ﬁoat
. . . . I’\‘, .

\ comprehensive program of‘ih~school'e£forta has not aleﬁe sufficed to

eliminece the many-sided forms of_diladvantage'and=inequality of

opportunxty that chzldren experzence Therefore,fit became'accepted

in educatxonal circles that the school could not provxde program- to

overcame the mnny external cauagn for faxlure to achxeve in.-schoel.

Family and'nexghborhood were recognxzed ia<;he primary influences in

;.35 ".‘.

R - The renl;zatxon that 1nequalxt1ea of edncatxonal opportdi;ty

e .
are based 6n prior inequalities of condition (xncome..Power,.prestxge)

N

marked a mqﬂbr'qhift’in-educaﬁiou&l policy between the second and the

159
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tﬁird phase of policy deVeiopment. The logic@al conclusion of this
line of thinking is that if we really want to implement equality of

educational opportunity, then inequalities of condition must be\yeduced
through progressive income redistribution and other measures (Pike,

1978/79A:33; National Council of Welfare, 1975B).
The school alone cannot remedy the socio-economic and psychological
barriers to equality of educational opportunity; and unless there are

radical socig-economic changes reducing inequalities of condition, the

. TP e . ' . .
school cannot hope to cope with school-related problems of children

®y

(such as reading).

. - . (] . i 50‘-’
- This has led to the rise of conservatism in education and if "

.« ea

i N ! Ny
government., If, the current argument goes, ;g;)educational‘system is .

severely limited in its ability to equalize educational opportunity

-

@h?ough various 50phisticated programs, then why spend a lot of money

-

»
.

dngluéthtrgtegies, especiaily when the eéonéhynia contracting and
exggrieﬂhina high unemployment and inflation.

The "back to ‘basics' movement is an example of such thxnklng

,If all ch11dren are provxded with qualt:y educat in the basics,

\

the results v111-be better than the prevxousvph where there vere a
variety of programa aimed at different groups of chxldren and a lot of
opt1ons 1n the curr1cu1um Parents began to feel that chxldren achxeve
thtOughgpearnzng basic skills and that was belng lost in the plethora
of "progreanxve" programs which many parents viewed as "frtlls"

The fict that educatxon was becoming extremely expensive for _

the publxc purse and.at the same txme not producing any sxgnxfxcant

change 1n dszerentlal achxevement between groups of chxldreu provxded

the baszt for publxc uupport of cuts Ln expendxturea on educatxon._'

K] . * R -
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With serioul‘uﬁegployment and/or uhderémgloyment, inflation, and

a contracting economy, governments wgre faced with a geﬁeralized
financial c;iaiu. It could no longer afford to devote such largée
sportipna of_the budget on.éducation; ,Raiaiﬁgﬂtuition fees for post~-
secondary education duriﬁg’the 1970's and 1980's is one‘;egction to
this situa;ion.‘ | |

The change in emphasis of responsibility for achievement in

~  school was shifled.frdm the éducationa; system back to the individual.
This third phaae'of,gducationgl policy puts the Onus;on individuals
to "drop-xn" to the gducafional system (whether full-time or part- -
time) if they have previously dropped-out.

Thus, if there are no insti:utional obstructions to coﬁtiguing
.education; an indi?idugl hi; the,opporﬁunity to pursue an education
“at any point in her/his,lifé.’ Educatién becomes a life-long process
and one never looses the Opportunxty for'xc Young people are :ot . g
"wrztten off" as faxlures by the 1nst1tutxons, che door is IIwaya !
open to return. | :

' The individdal takes control of and reaponéibility‘for her/hié
education and is given )

.+.considerable choice in deciding when, . ‘

{ff}. where, and how he will seek to leam. Y o
;‘“’ Such choice haa‘always been a hall-mark ' :

of the elite in various societies. Ontario*
and Alberta are significant in serxoualy '
proposing to make the traditional: prxv-
iledge a universal opportunity and in
regardxng it as a social necessity (Nolyneux, 1974A-119)

¢

Although the pract1ca1 xmpact of this latest stage 1n edu-

‘cational policy seems to be limited, 1t.marks a;change in direction

1

of modes and channela of Cchdpliné and in the npﬁroadh taken to. .
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facilif;teldﬂhality of educational opportunity. Despite the definite
shift towards consgrvatism evident in this development, the modern
liberal view is still able to struggle through. For despite existing

. inequalities of ccnditioe between -groups, the baaic~rﬁ1ea for allocating

- rewards in society are based on merit and not inheritance. Thus, such »
rules, and the inequalities of rewards, are legitimized and seen as
equi;able. The beiief is stiiI there that every effort at providing
equality'qf edﬁcetional oppo}tunity is being made.

- The notion that education is the great equalizer, the modern
liberal ra:ionale for using the school as an agent of 30cio-economic
reform; was ﬁut on the back~bumer -~ along with the human capital
gotion that education is an economxcally regeneraclve force with a
'fL;ancxal pay—off to the individual and to socxety

Along_with these changes came the move to centralize and .
forﬁalize'educatiOn.‘vThis was true in the United States as well as -~

in Canada. Education always has been fairly- centralxzed in Europe. : :t
g

State- and provznc1al governments in North America became more scrxngeﬁf

+*

in the allocgtxon of funds to all levels of education sxnce the early.

1970's. .. -

‘There was lso a marked Bhlft in emphasls from university ‘to

3
M -

cannunxty colleges and tephnxcal institutes for manpower training
and educatzonal up-grid1ng for employment. University graduation
was xncreaexnglyade-emphaslzed as. a means of credentials for white

collar ean at. Student loans and other financial ans1scance for o

post-le ndary educat:;P became more difficult to get whxle at the
same tune t:u:.t:.on fees and the cost of living sky-—tocketed The

’ :esult vas. thtxnklng unzveraxty enrollments in the 1970's and 1980':.

>§.1i!'K; S A K
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\CHAPTER V_

Footnotes

L
This ihcludes class, sex, regxon, ethnicity, race, religion

' and anyother aacrxbed external characterxatxc

zThe federal government in Canada, however, does have the sole . »
responsibility for the education of armed forces personnel and their
dependents as well as native peoples.

3We'f:md a great deal of variation in enrollment statistics.
-Some sources lpecxfy full-time and some do not (leaving one to assume
that the figures include part-time students); some include both. Some
sources specify that their enrollment fxgutes are for publlc coumuni ty
colleges; others include both public and private community colleges;
others specify all two.year cbltége programs; others exclude technical
institutes; others exclude jumior colleges (which have no vocational/
technical component); and worst of all, some do not specify what they
wean at all! Gayfer reports a full-time student enrollment in com-
munity colleges in Canada for 1960/61 of 9,000 students and states that
these colleges were mostly exxatxng institutes of technology, whereas
total post-secondary non-university full-time enrollment for that year
(including hoapxtal schools of nursing and teachers' colleges) was
49,300. It is rather couf ing . Pugthetmore, the OECD 1975 External
Exeminers .Report on Educat onal Policy in Can :flb ported that 53,000
full~time" and*part-txme students attended all. i~ condary non-unxversxty'
institutions in Canada during 1961/62. Hospits .d ools of nursing and
teachers' colleges as-well as .specialized techd cal institutes and junior
(academxc, two year) colleges ‘would all be included in‘the term post—

. secondary non-unzvernxty as dxntxnoc from community collegea. Terminology

(RN
v

Y

.4

and data reporting are oftep vngue and confusing. . , B »
Hg .o . A‘ o *
4 W

Commugii ty college'is;meant to dgaxgnate comprehensive tvo to

_ three yéar colleges yhxch have both academic and techn1cal/vocaeaonal o mgﬂ

programs; however, it is ofi&n used very loosely in the literature, .. . -
sometimes inclgding purely technxca‘yxultxtutes, Junxor (academic odly)
colleges, hospt:al achools of nursznt, and teachers' colleges. Strxctly
speakxng, thesemapeczalzzdi 1nst1tutxons by themaelves do not constitute

a community college ‘ ~



CHAPTER VI

CRITIQUE OF HUMAN CAPITAL THEORY AND THE TECHNICAL-FUNCTION THEORY
OF EDUCATION

J

A. Principle of Marginal Productivity »

of all the possible criticisms levelled at human capital theory,
there is one which both strikes at the heart of its economic analysis’
and invites sociological alternatives. ‘The principle of marginal

~ productivity which unQerlies human capital cheory; indeed provides

the foundation for neo-classical economics, is perhaps the key to its

Bl

undoing.

. Marglnal ptoduct1v1ty means that individuals are paxd the1r
marginal product. It 13 not necessary that each 1nd1v1dua1 worker
receivé wages equal to his/her marginal product. However, workers
as a group in a particular category of labor (such ag plumbeys) must
be paid their marginal product even though all worke;s in that cate-
gory will.ﬁo;vneéeasarily be equally prodﬁctive.

Thus, "(1)f labor is paxd its: margxnal product, earnings reflect
productive capacities. If labor is not paid its warginal product,
earnin;s do not reflect prodgétive capacities...[and],yhe concept of
-hun#n.§Apital losés its economic méaning"'(Thuroq,.19708:17—18).

Déninbn (1962B:69) states that >'

(r)elianée, for broad groups, on the marginal |

productivity explanation of the distribution
‘of income permits us to treat differentials

'in average earnings among these groups as a y ¥
measure of differentials in the average contri- N
bution to production made by the individuals '
comprxaxng them. _ _ ”

/ ' *u

«

Bconanm-ts assune that hzgher uage- reflect greater productivity

aven vhen other factora are held constant. For example, Denxlon (1962A!i1§3

N
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writes that "...earnings differences between groups of males of
similar age classified by education, are taken to repxigsént dif-
) Rt
ferences in their contributions to production or quali‘é&\' !
Lester Thurow (1970B) wrote a book on hngh capital, even
though he has no reason to believe that labor is paid its marginal
product. Thurow (EEEQ.:ZO—ZI) explains thit

(t)here is practically no direct information
on whether or not labor ia paid its marginal
product. Economists take it as an article
of faith or else claim that it is the best:
‘null hypothesis, and economic theory is based
on the assumption that labor is indeed paid
its marginal product. Without this assumption,
much of economic analysis falls apart. The
theory of production certainly does. ' The
convggxence of the hypothesxu for economists,
» ‘however, does not make it correct. :
v
Whether or not the oqpucture of wages in the United States, or
L 3
anyother country, is determined by differences in productivity or by

other fac;prh, including non-economic ones -- a question hsu(lly ignored
by economists -- ha;‘been an issue éor sociologists and(psychologists.
Soc?g} stracific#tién theories focus on the distribution of‘personal
\iﬁczﬁe and ataﬁus, Innate infelligence and motivation as well as
éarly socialization atelimpottnat factors in the psycholog{cal
the9ries.' “ | |

) Eéﬁpomiqté, as already ientioned, seem ;ontent.to‘acceptithe
principle of marginsl pfodpééivity on faith, acknowledging that,
although other factora may well be influencing thne' A';trﬁcture of wages,
‘there still is a tendency for wages to nove'toward; equilibrium with
hargiuai productivity. Denison (OECD, 1964Bb:81) éxplaiﬁs hov.he. |

views the problem:

o

S
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L‘:‘) : ‘ ‘ ' ' ‘. ,l ] f':i it T :

My approach, like all others, requires that Coe
there be some equilibrium distribution of ! Do

resources toward which the actual distri-

bution tends to move, even if slowly and

imperfectly.  If everything is simply random,

not only my economics but all economics has "
nothing to offer... ‘

My analysis of the contribution of edu-
cation requires that, however income dif-
ferentials are established, there is some.
tendency to hire employees with different
amounts of education up to the point where
their marginal product equals their salary.
‘'If this does not absorb everyone in some
educational categories, either their salary
comes down or some of them will be persis~ T
tently unemployed. In the United States
unemployment is greatest among the least edu-

- cated, suggesting that the least, not the.
most, educated are relatively overpaid in. 9
comparison with a salary structure that would ’

employ everyore. ..

I might just add that the market for new
college graduates is in fact a highly competi -
tice e, with recruiters on the campus,  and -
prices for graduates in different fields quite '
responsive to the laws of supply and demand.
The bidding away of experienced 1nd1v1dhlls is

commonplace. .
i

Aslqgg£1on of a Competitive Labor Market

reflect product1v1ty, it is ulually explaxned by economists:in terms

Neo:EInuiiﬂll economxsts tend to fall b(ci on ano;her neo-

4

clalsxcal asaumptxoa -- that the labor market 1: compecxtxve =='to

rexnforce the principle of marg1na1 productu’;:yj If wagel do not

..

a4
'

'I '\‘

of labor market’ xmperfecclonsa Thide dte hsually seen as relacLVely :

small, exteptional cases which do not ué’pmﬂn rule

M ‘a’l‘ .i ’ e

For example, the emmgl qf physicians ‘are not ‘true reflections ’
of their ptoduc::.vxty because#ntrance into the occupation as \rell as A
their fees fom service 'are monopolistical&i;coﬁé&plled by‘thé‘pracr

-

A —_—

T VIO
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o n )
o » . '
titiongrs the-ulvu. v 5% S ,5'
k;u oppociu phcno-cnon also occurn whercby monoplo:u.es .

(fim thlt are unglc buyers of a particular fnctor) pay lughly .

skilled cqloy«- less t:han l'.ﬁnr marginal product because of lack
of cffect-in eapctxtion !n the‘ilﬂut placé and lack of hrglkpi'ne A

pon: of thc .nplquu. R o A .

lbu: econonuu nnue that "(o)t; b ce, the tvo might
’ cngcel each othem, In any event, more mé-dcm is needed before
‘any serious adJulc-onn could bh ndc" (Cohn, 19723 155) ‘
Thurow (1970! 20)» -wm thlt, in add:.ticn. "(c)ultdﬂ, habz.t,

and xduo of f‘d.m— uy aloo docot-iu wngec Couuqucntlyb, l.ndul-

¢

‘trial wage’ ltrucmuc -q hm/ little’ *txon (:o productwicy "

. af ve rojcet the, ultd}txon t:l‘

we. hnve effcccivcly kuled‘t‘hm capi

»

reflec: their trie contnbuuou to ngtxml

< a e 2

: nécul rates of teturn t:o mveu-ent- in hmn nal cau no: bc- o
* ‘> ’ .~ ‘, _‘. .

culculated Indnndull eu:n.xng-, lnd conuquently mt:.onal mcone,

! "' . 3" °. ' : .

- ~would not be depeén t\prinnly upon Auman nkxlll and ltnouledge

4
. Producuve cap’ity cou13 no lcngeg be unu%gd b,y cap:.;nl:.zed~oam-
‘ mngs.‘ As Thurov (19705&5) ﬁoxnn ou‘"(x)f chnsu in capiulued

-g.

,ectnmgo Go got reﬂ.ect chlngel in ptoﬂuctxnty, huun capxul cannot\ R

be* uud ‘to etphm thb mrcel <of econonic grom:h " Futchefuore, .

mvuunnt m hukpn elpiul mld have na ml effcct on che unequnl

. Vo N - R BRI I oY
dntnbutxon of penoml emle [ 3» AEE R SRR

" 1f we re Ject the pnne‘i.ple uf urgxnal product:iv}my, we re-ove

' the nomtive buu legxtm:mg mcquahcy of revards in wcn:y. B

e . o ~:'3'f s T -

Bot:h ht-nn cup;ul :hcgry and thc “cbnlctl-funccibp :heory ot e duc qtion
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-

accept the meritocratic concept of society. Schultz and otlrér human . - »
, S : .

r

_ capital ectmomists, however, insist that -federal government intervention

A
e

‘Birrien yhich' prevent individuals from cer_tiin groupss and classes

R

i

- fe:ule-, m young,.he sged, the Tural, and the poor.

.'in the pubhc sector (cun.l io'ﬁe, m.hury) - usuau? not coqen-

s . . >
tive ,thh the pnvnte sep:o!' Wl in any cue, no't proﬁt-uxunzinz

A ey
i,
R &

bthn - uuco wbxte, m.ddle-clun, ufban, "mtute (mddle-aae) males

is necessary to Xedress certain socio-economic and plyéhologicll- &

Y

; fran._\;qtn;g in an$ developing their htmjn'.icdpital so that there :
‘1‘«% equah.ty of opportunx;y for 111 Thus, Berhet ('1974A:2108)

remrkl Rhat "...functionalist theonen re;ected by locxologuta, have v
¥ e s
peared thrOugh the bnck doqr of t:he econom.c- of education.”

Imrfecuom of the hbor,mrket mclude‘ an array of fuc:ou,

)

' . WJ .
auch as the u‘luence oi’:’unmm ?,con“twq bcrgu!nmg on ‘u'gqs, -

J a,"ft y -~ .
ugvxlhg::eu- oﬁ the unenplpyed ar, ;&renplqﬂd/eo’ mg’rng to other - . ]
. »3
‘ .regx.%n. uxth befhr eu;ploynent oppbi'tug:.f;feh éﬁ ‘axnfomnon 3 R
n‘bout enploynenr..., Okll'l labef‘&g by enpioyeﬁ (Lubemtexn, 196SA

1969A) lnck of or madequlc& Eounlelh.ng l@vz‘el ],engt:hy penod of

1Y

educnn‘ lnd h:.gh propo::non 3; vell-educatempowec .employed

“ady

B

S & .
e \ ° /x N . 4

f Ou Rats of Rntum to. Invel.:-enu in Educe

Schultz (19713 196-—201) ‘has remarked that huun cap:.tal cheory
appelro to Be "ux-opecifzc" and 80 perhapl nhould be renamed male

capu:al ' ‘We might add pthni"ci.ty, clau, regxon, and age to

et

- ° -

"_have a mch h@aer return on theu- human ctpltll than do. non-whztes, -

¢

Becket (19645) 'u?s \ pucnce- my be

e oi reeurn to

.C. gunlit_:x of Educ*:.on and 'te Affect of Sex, Race, ‘Age, Clnu and .g‘ Region h



‘v
l} .";\ : 45\.‘
. 5 y . R . ’ R w N ‘ u‘--.
~ iﬁreltmnt in education by the 'disadvantaged" groups, however;"“is Lo
s 3Fﬂf1ed by Béckegﬂ because of the aupponed lower costs and qthxty
’u 3f dl‘t ed&ltlon. ., ‘1“ - s * ’ ! :r:' . ."'A,p' t)
N ' 4‘*“‘ "“_cwf"\‘». S

. .lecket (19753 172-173) ltaten ;hht the d!rect: and indirect e

costs of college lre lower for nou-vh:.cq- t'.lun for whites ‘because
g -
they atund cheaper,' "Ia'er quahty" 'collegec .Q earn lover wages Sk

thnn whxt‘« e Thqtefo‘re, :Lt is "natural" t:hat the tcte of geturn td

theu mveﬁ;m&t. in qbllege educat:.on will-be lower than that of whites. *

0 D) . .u‘ '

) ‘ f;’ﬂ'é!ﬂmn hlve 1 Kirect and 1.nd1.rect conts a8 vell, m conpan-
» L .' . \“ ) « e
son. Mn, accov:.. uﬂenc., women receive a lower rite - :
of retutn P the:.r S ‘\1 couggg edacation. Thu iy further T ‘

el 7./" '
‘. u:‘if:.ql ‘b Beckei" 197 ) relﬁark ‘that " .wome to co},lege. .
- v e y (1973831 lﬁ!& o
4@" pnttly tb mcreu“the probnbxl:.ty of marry‘ing} more deurable nmn "o N B
. > LAy .
. ;]
{' Sonhow we areﬁguppoud tﬂg to ﬂ;e "logxcaé. conclunon" that women ;' L
. ‘u'\‘. it o ’L'ﬁ
] mry men but mn ret:unr che:.r hngh ru:e of retum to colle‘ge eduo&tn.% ’
’ e %»‘[ -7 % 'Y N et P s
wm‘tet@ voun do not.' In Becker'd (Ib:.d ) own wat‘h, f R S
f o ..F‘ _“‘
. the gai.n to' women’ fron add:.t:.on‘ﬂ. uh,ool:.ng ‘ e
RO ' sﬂould be. determined by flkily ‘earnings clas- % R
‘  sified by :he.wi ! qeigducation ra.ther-chgnv_ by - PR TR
e s peuonal ‘edrni; 'c‘luufzed and the full o o e
B VY qpngy ‘gain to womén may be mpch htgher tham - ‘_‘ e Tt e
e - prenou- utiu;gp_ hgve :.nd:.uted . “ . P ’:&
: %_"" § Iowet ute- of retutn o col],gge eduqnou of rural personl{a;‘
) -
is allo attnbutzd to lmr d:.rect aud x%rect cotti and lower q‘unhty ‘
. ’ ! " B |
educau.on. Ruul studenta eam nore vh:.le m eollgae I:han utbg;“ e

‘ ‘
uudents ) so theu' foregone 'elrn:.ngs are lower. Bovever, fever -

. rural perlons attend unxverucy ;ppateutly becauu the }Mr tath ’

R Y
2 E

"of return is a more forceful nagi;xve factor t:hm u the pon.civa

.80

- .
l

lmt cost (Becker, 19753 180-5181) i
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. 5 & BN
Sthultz emphasizes the inferior quality of thgeducau'h

.' Iy

received by ®ost non-whites and rural persons, as;well as many ‘9

femleo. ' Thereforej improvement in qudlity of edhcation should R
v [N

raide the rates of return. l-low er, &he nnportance of quality of

}g'
~gducation in human' captt,al W stems from' the &aplﬁy whxch

X

‘hunan cap-i.tnl ecdno'm'.a;s"att:ribute to the relacionahip between ]
. » T .
educen.on and productxvxty and Bet:ween product:.vxty and enrm.ngs , -

' Bdhultz sees a deﬁm.te causal relat:.onnh:.p be:ween poor quahty
educnnon,, low worker'product1v1ty, low mcome, and lack of opportuni't:y. »,‘

. #he poqr, the rural, agd non—whxtes are general.ly lacking the - hfﬁnan
R - r)’
- . . \i .
_enp:.tal (technxcal skills and knowledge) neceuary to raise their ‘,; "',,_
' v \ : 3 g G
L.groductxvuy and 1ncome, accotdxng_ t.o Schultz. Such.pe0ple muat be ﬂﬂ

» Y N _?,F!'.#‘?]
v:.llmg to migrlte to¢regmm vﬁ“‘e loyment:‘ oppo:zt«mxt:ﬁ are ‘
¢

-grenter, and to vhere educauenal opportunxues are better T
: oD R

L
K] -vAJ

'. Schultz cann.dera'poverty as. detrmentai bo;h to t:he 1nd1v1dual

-

".\

: ,and to. pcxety Re quot:es the same 11ne from Faulkner 8- Intruder :.n L ey

the Duet m mny of his books and. att:.clea when ducusung poverty

. R J A ~
o . A
.

r‘*“

J‘A‘
uﬁ

)

nl‘hu: l:.ne is, in. Schultz s (1971B: 4?) paraphrue‘ "The man w:.thout
h ] o

8kills and knowledge leanmg ternfxcally agunst noth:.ng Schvﬂ.tz ,

(Ib:l.d ) consntent, atreues ‘that ".. the most distinctive feature

,Aof ‘our ecbnounc oystem is rhe gaowth J.n l(uman capital WLtlrout it -
d

‘ thete wm:ld only be hq-d pau al work and poverty, except: for thole

- L e B § 7 ’}

" .vho h:v; 1ncane, from prOperty ", o ST . AR s

A‘i o ‘ . N ::‘~ . ,

D. Bradientxcn of Poverty through Inveomnt in Ednc&tl(’m , :&
: }he qual;ty of educht:.ou at“:he ptq-oel}opl e!enen %

:jel progrm
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®
ﬁﬁnt those levels for children from 'disadvantaged" groups has been

one of Schultz's policy recommendations to the United States and
¢

other governments as a key element in the improvement of human

O schooling. ' in ‘of quality

4

capital and the eradication of poverty. Such improvement in quality

of educatxon would be a maJor atep tow;tds the provumn of#Equahty

of educat:.onal opportum.ty which most liberals, including human
capztal economsts, conuder to be the most significant way to
eutabluh equagty of opportumty in socxety Thus, Schultz has

consutentli‘ decried the Whaun put on qu tztx of education and

drawn attention p guahtz ;. : v e
e ' ' 4 &
.the condition of the’ utock of edu—
catiom_ll capital is adversely affected by
4 an overemphasis on quantity of schooling - : n
relative to the emphasis given to quality, . '
there has been a marked reduction in the = - : T
~ dxfferenee* days of school -attendance - .
~on the part ,of pupzls 1r different parts '
of :l‘g‘lmﬁiﬂ‘ Stateés. But the' différences

v igfthe JMN schooling are.great, and

. they are the heart of"onego'F;pu: moa’t ser-

ious. prohleiu écla ly 8o in elemen %
th

» many rural chxidren ‘and magy children from - .. ,
" the homes of nonwhite famiil€s are at a’ . K
maxked duadvant,age (Schuhg% 19724:37). L it

In a study done to quantx.fy the ' coru:'hbutxon of eduéatmn to

the War on Poverty in the Um.ted Staten,- 'l‘homaa I. Ribich (1968B:60)

~state’l that ", more mtens:.ve educat:.on at” an, earher age results

»

?\)r'm '.‘:gq

(

< v
} educati.on." Even thoﬁgh Ba.b:.ch (bed..lOl) concluded t:hac AL . the ey

in more ‘and better learnl.ng; dollar for doll.ar, than does prolongatmn

-

4

results of his 8 tudy rnsemermus ques::.ons about che payo.ffv.@fn_".

e

investment in e,ducanon as-an ant:.poverty weapon", he does iupport

R suhug_;; 8. mtm}%%shere id a senou& nee%for a ngm.f:.cant
‘wm\femenc ,mAqualxty 1qf,~ p'clgoplzng. -I_np:ovement in ‘qg;_hty of- eda-

LR

. . .
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‘_tion is thus an efficient use of educational expenditures.

-~

e

E. Inequalities in Quality of éducation and Inequalities in th

Distribution of Personal Income

Schultz relates inequalitiy in the quality. of schooling to

L

inequalities inihe distribution of 'perso‘nal income. 1If ihequaliti‘éiﬁ’ .

in the qualit:y ‘o

L

schoolirng can be 6§rér"come, it will s\*uently .

a0 f“ ~

e

affect the dutnbunon of peraonal mcome and contribute dl.'ect:ly

el

to equahty of opporcun:.t:y In Schultz s (lm 365‘7 own words

No small.part of the mequalzty in the V
“¢istribution of schodling arises from

the xnequallty in the distribution of PR j' id

personal income: Children of podr CL
ﬁeople acquire not&nly somevhét;&leu e, B
ciooling. but, whit is much mbre- import-~ - o
. #nt, - the bthog«ling they obitain is, as a,
ru],e much léwer im quality than that ’
acquired b% children of familjes (in
coquxt.ies) with high incomeg. Ghere
;have. gome ‘uBeful reforms in Loba"l .
8 -finandce. ° ﬁungxng the oeapx.tal = :

mqr:ket nto play tq pro .the ﬁeceasary - ‘
addrt:ioqal resources speople are *, <o
pooy-&s not solving" s xoblem. Tax- )
exempt school bonds are not  the solutxon T
The Eact of the matter is that schooling
is nexcher free nor equal. The two com-"
" mon expressions "free public schoohng"

and "e.quahty o£ educational opportunity", _ :
are in this context empty phrases. Schooling I
is inescapably an expensive enterpnse pri-~ _
vately and publically. The term “opportunities"

is most ambiguous. Nevertheless, as already

noted, ‘the podicy u:plicanons of the mequahty
‘in :choolxug that is gssocigted with the in- .
'equllxty in the distribution of personal mcane
-aze: ‘strong: -and-clear. Rela'huly m&%ﬁ the’

vy

"

l»'

A‘ part oi tbe ’war on Pove}ey/in the Unu:ed Statea, bzlh.ana IS

”_ ~Iuve bgen ape:g‘ou,c‘&npehaatory educatmnal progranl for '

& @M,
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elementary, and lecondar_}y school levels — more than $10 b:.lhbn v,
from 1965 §° 1974 (Gordoq, 1974Au.309) The Elementary and Seconda:
'Educauon Act: paued m \1965 provided nearly $1 bilhon for such ‘

'I progranu thlt ”u' ﬁe ount aent reached a high of $1 5 billion _'
. pnor to 1972 whdr it was $1 A b:.ll:.on (at whxch time it myolved .
';14 260 achool di::icts enrolling 7.3 mill:.on of t:he 8.1.million |
b " qmllifymg ch:.ldten)'(l’lo{:nxck and Skidmore, 1975B: 22) !

Opérsﬁc‘:&'ﬁ Haad Stnr; was . dengned to narrow the gap in cog-

£ .
nitive ach.e\(ement between four ancﬁ five year olda from "duadvantaged"
. e ) .
;(lav z.ncou) grOups aqd "avexage" dedle-clau ch:.ldren. School- o
4 ' - ‘; .
& g
'lunches “and. phyuo.ll cxaﬂma.::iapa uene auo prwxded .in an httempt

) ar Q" ‘ > o g )
..;o improvef fhg mx;uqon and.hga}feh Q‘f the*clu.n;_l,‘dren in th“wgram

<
‘ A

: ‘mgu gp beqn a c!nnge of emphua.u £roxg h:.gher edxcat:.on to

3 L T

%:Qra-lell&l ,ux"nlen‘nf:ary eduq,a;:.on 111 ‘mou: poor countries tince L h»&‘ ,i ‘
e t:he ery 1’97043”' %t‘ul.u‘:.o in reqc.n:{é:,gn of"wthe ﬂact tf‘ub human L ‘ L
'&:antglwdev'elowent requn'eo a cercam minunm qualzty a.nd “quannty ' ‘r Yy
:.n.put in ::he preﬂtchqol 'yeata :.n dtder for later development to occur.’ . ‘:.“4;"
| :wIn ehe p\:c;r countrxes the probl.en‘.._f-_ :‘:':: tior . |
'rhu;,. develc;,pmeﬁi: ofst:ﬁun c‘pu:al m thone c
and ‘more. co:mprehensxve :,ntervenno'n than in t:he nch codntrz.es. ’ s : w
l\qincemtxmax ud %encxes . mclud:.ng the ’World Bank havg been e
anol\red 1n thx.l pohcy change g . - ‘\\\A .
for ch:.ldz;e? e}even yearl and ol;iér, thi'oixgh che yegs of caqmuor, ) -
ltte.ndlﬁc;. 'I.'he ectabhahmeut o£~ co@frahensf eco adar ' : Q
S :"-' ;
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\,Stre-nmg, more flenblemutrtcula, -and vano’uu special hq.t’ms
. ) [ ]
Wwere established to improv® the educational achievement o ii working

)

class chil‘ren. The ultimate goal of this was ® enable and to

encourage ‘inented" children from the working class to achieve in
. . oy
sehool and to continue on in post-secondary education.

. Despite the tremendous xn.*se in expend:.tdtes on these
.¢' e -
educational program around the world, there seems to be consenaus
A L 4
that the\goalu have not been met.1 As to why this has been the case,
there is no con&naua *'!he apparent failure of educat:.onal progra@
s’” v ! . 5
premued on huwapxtal economicé and political liberalism has :
contnbuted to the resurgence of neo-conaervatum and the grpm.ng 5
belief by members of the advantaged groupa that poverty and uﬁemployment T

:

are due to innate attnbutes of the 1ndiv1duals and cmaequently imnune .

o ey et o
: _‘to any loc_ ouuc or pol:.ti.cal mterventzon ,4,4 Lo

. ) '%‘pw

I

" of chxldren from dﬁ‘ ' antaggd groupn have been amd qt elther chang:.ng

\». "atturbutes of the m&i‘in.,dual studentn (auch as 1anguAge, co:xqep»tu;].}zatg.on, ‘

att:.tudes, otudy hablta, eating hab:.ts, etc.,) and/or providing more

. T wf
»‘resom;cet &zdj'@tet fac:.lxtxes (or their- equ:.valent) to the achools

”~

*’wh:.ch they attend 2 :n;eae’_program ate, within brond parametera,
%o R

attemptl.ng to. :unprow ‘Juhe qualxty of educatx.on wh:.ch ch:.ldren fron
‘ "‘ﬁ‘t e ﬂga 3 - T, - o . ] A .
d:.sadvantaged groupa recel.ve. "?' e : . T .

w:.th nearly .full enployuent Tbg ..gn_pi}t';lu_g. "

. "V, .
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economies of Western Europe and North America were booming during
%,

most of the 1950's and 1960'‘'s

. A .
Since World War 1I, the economics of all the Western ipdustrialized
capitalist countries have béen expanding rapidly, with increased
. automation, large increases in the growth of the public sector, v &3

R Voo . . R U B I A
increases in the labor force (baby boom), and relatively low unes

I.,ﬂve-tn'lent in labor Prr has l'l.so grown ccmaidarably.3 |

This has not b the case in the 1970‘a and 1980 s. Since

X 4

the late 1960'., there hu been world-wide iuflnt:lpﬁvand depreln.on, '

with h1gh and ruing unemploymeht Gonxck (19788) 'éfers to thu as
v
gtagflatxon T~ a coacept completely unimginable,,‘let' nlone'_,-eagplainabl_.'e

© in. contemporary liberalism-. 7The result has, been lAgonera; bq‘c.kia.g_hn ‘ s

against libcx" ism and a ‘noticeable relurgen’ce of neé-cdnservat:iem. h

-

«. "While Lzberal economics has teached its lxm.ts, dts collaple ‘has - . o

‘sparked the rebxr:h ofu nev cmaeﬂaciam" (Ibzd..148) .o -. . ,ﬁ‘__}

C‘ B
'I‘hu sh:.ft has occurre&“on ‘oxh the zovemment:al level 1n tem a

»

of publ:.t: poh:c:.ea as well-as on the grass roots level in :em of :

public op:.nl.o% ‘ o
" The cafn.tall.&t. eéonomy world-wide experienced t:he worlt recaas:.on .
nnce tne D:.rty wp by 1974/75 (Gom.ck, 19783‘ 108) The dmmng
began in 1968~ mhen :ff‘ txon ‘was - 4, 0z and t.he unemployment ﬁte was |
4 81 in Canada (161d 114») The peak of econouuc proapen:y was 1966
: when the unempl.oynent rate m Oanach vu 3 6! and the 1n£15510n ra:e |
wu nung by- 22 annually (eu‘ly 1960'-) to 41 dnnuully (ibx&..llﬂ |

'rhe 1969 receumn was abottegi by, gavemmgnt; lpeﬂding 'l‘lle

economy vas kept afloau w:u:h o.n :.ncre.ue ing tha wtmey aupply aqd

runavay Lnflat:.on appeared by 1971.- Stlc

RN

tim wu f:.my edtablhhed'
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"

throughout the Western capitalist world. Thus, "(1)ike the Great

Depression, crisis i universal"” (Gonick, 1978B:146).

‘ _d-‘;1~975-, .Ca'gtada, 1i er Western capitalist states,

cut b ack expenditures on soci érvices — unemployment insurance,

-

medical ﬁrﬁ, education, etc. Restraint and. austerity were the new
n ,
_ ecatch words. Retrenchment "...and to a degree, repression'' were the

nev reality of social policy (Gonick, 1978B:126). -The fiscal crisis
‘ . a . .
of the state reached fruition.

»

’

In Canada, Gom.ck (1978B:120) reports that in the June 23,

- r

1975 budget, "... planned public expend:.turg growth was cut by aa .
bx),lxon dollarc, and there were cutbacks on progtm for med:.cal

care and unemploymenc insurance." The resultxng reduction m public .

-

uector empioyment ad%led to the riung unemployment in the private

sectot Unemployment m Canada toge from 5.6% in" 1973 to 8. SZ i.n

’ 1978 (Ib1d..129) nsuu;er P 8 1,n~z Cmada were ritmg at 12. SZ . j -
- v

uannua.l_l'y by peée\ 4 ‘(-'Ib.id.." ( ), Tbe inf,lanpn f&e in early
':gdg .(Ibid.‘:.ll@. -b'y I ¥

. . “
.“1978 vas 8.5% in .

G. Sanctzty of the Welfare St:aCe énd Govemmen,t Regulatlon of the Economy ¢

me post-World War II era, from 1945 to t:he 1970 s, can b'e

charact:-ﬁ as.one of pervaswe government J.ntervent:mn and reguéf
]:atl.on the. ecanomy and Y:b‘e' gtaﬂl‘*nt of the weifate stite, -
'l‘hu acceptance of Keyneuan ecoaom.ca and 11beta1um s:.gm.fxes publ:.c ‘

ca-ntnent by 3ovetument.a to 7'.. .reaolve ecdomlc and socxa‘l. problems

l:hrough Memment acnon...‘ (Gon:.ck 19783 87)




v,

.t _-:’ i .
" ¥ - :‘ - .
° .o R ~

’low nn'@ the u:i 'bue is inc¢reasing, However, programs to gombat

1y

. ’ »
"noc:.ﬂ nnd ‘econemic problems cennot expand faster than the tax base
P

mcwut ".:.mp:.ngina on tRe t‘.ﬂ\ J.ncms of the affluent classes"
_ K ¥ .

(Gonxck 19783 87). > , : . ) t |
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'
-
i

'l‘he bel:.ef dﬂe "bxg 3overmnent" is responsible for stagflation

has become 'm.denpmt-'m-dt‘there' has been au‘ttamed ‘pPregsure 'froq '
) : -

.. 7t : . N . - '
business and the ‘public to retum to "{ree enterprise". De—regulanon

~ ]

on pubhc eector Jobs and Qgrc:.al programs @nd aervxcea) reJecnon

a '.‘

of .welfare hbetalum _md.a,n rh%n to. emphaau on‘;flaponszﬁ‘ih.t:y of

the md:.vxdual characceri*@h mgxence of neo~conseﬁansm w:.t:nealed

W\ . .

thmughou: the Wescem caniqclilt%orld since the;m.d-1970 8, It is

‘of the economy, dra tic teductmn in govemment expenduures (especully
$ i

“ald ' LS i? Q(
t:her or. n% neo-—cdnservative r

pOlJ.CIQl vn.ll prevul in the 1982)' s, i.t is l. reasohable asstmpt:.on that

N K

' unemplpyment and underemployme% ‘nll e x unue to temain lugh, u w1.11 o

tahat count'
‘) ’ - e ¥

drmatxcally in the 1970'3 andahere is- no. reaaon, to. beheve thﬁy vn.Il

e foreseeab le future.

Euplayers vu’ll make ‘ftamed effott“ ta ﬁeep wages down and

:.nctme t:hnn prof:u:s, u they have uma& 1975. e e

S
Lockhart ..(k97u0253) e ‘ '
. o Cebeyied A
ﬁ dngber ’of Ph D’M _ . ' w
. N . . 4



. ' ) . 2
graduating in 1959 from 200 by a facto® of six by 1969 € _the over-all

o’ )
Ve

demand for them barel} doubled, and in fact had decliyd to no increase
‘ISy' the end of the decade. \ l

Lil;ewi:ue, the increased demand for gcientific m'Anpower in in-
dustrial ;.-eaearch establishments in Canada between 1968 and 1970 was

N v
. ’ ) . i

actually less than one-sixth of that anticipated. Although the Science

. : ~
Council of Canada expected ‘a decrease in demand for scientists and N - A
}. , N
enxxneerl after 1970, chere would be a 122 annual increase in the’ N *
Ph.D. pool to at least 1975 even 1.f no new doctoral candidated were
admitted. The Un:.vernty of Toronto cut gﬂduﬂte admuuons by 25%
in 1970. Lockhart (1971A: 253)'remrks that ' - ‘ v
...éyen t:hu belated relponse to the supply/demand. o .‘
‘ logic-assures that on the basii’ of the moat bpnmm.c .
. demand projections, there will- Be tho to three néw .
Ph.D.s for evety _avnlablﬁjbb ovéer the next decade , '
at lenst . , - . . . )
“—d ‘ Do :
The rush to- close tﬁa\g@gn ed'acanon thh the l)‘ﬁ:.ted State. wasg
o £l e
- 80 xntenae in Cnunda dunng the 1960° s that by 1970,,the proportxon of ‘
#a \ L ‘Q' "C
'graduate eng:.neen ‘ahd acxentuts 1n the - labor foéce was' 1.92 in & Y
Canadn, compared to* 1 5% 1.n the Unxted Scater (Lochh\t, 1975A: 198)
Lockhart (1979A3229) refers to. g:é 1970'a as the decade of &
" -economic recessxon and unmet ogcupational expectatxons"' .Aar ’ v
thh the ecoaon‘n’y, the cha;s of unemploy.d‘ hxghly educated, manpowez; S s
A . .
was wqa:ld-wa.de, - o " . o Av‘t %'“- L % .
Barbarn an (1971A' 20) remarked that PN R 3
‘ A R A -~
(s)uddenly there u 80 11. J.e dmnd,fot i~ a e R
-versity gradustes ‘that ‘a nghtemng and Erighe—" ° oy
- ened segment of the Quu of '71 can't find evén - ' i
S tha mundane opportunities that in yesrs ‘s -g-they Coe .
SR md;c*hwe mered at.. No one knbws.how" of - ..
- 15,000 graduaydh .in the class of !71 have bEen e e
- .z'unlblarto f:.n‘& ; e, k:.nd of work they have: been S .
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£ trnned for, but it could be as many as
half...The Class of '71 ifthe victim of
what in coming to be known as The Great
Training Robbery.

Contrary ‘%0 human cepitel theory, the unemployment rates went

up with cduinonal queleicetxom A study of 1974 graduates from

.

Ontario'e post-necondery institutions indicates that four montha cfter

wit
W o ] - n

lnbot force entry, the unemployment rete of um.vern.ty graduates waa , ﬁ
4

ll 97, and 92 for community college graduates, whereu the ovet-ell .“'

L4 A,

xmenploynent rate was 3. 72 in Ontario (Lockhctt, 1979A:231).
Lockhart (1975A:199) pomts out that yrhereu t:he supply of

vmiversity-‘cduetea increased 102 to 15% ‘annually in Ccu'edas during .
: : ' P ¥
. h" the late 1960'3 and ecrly 1970's, thete was alao a decline in dmund e

"The teanl:q.m gep benedn mpply and aemnd may thu- be as hxgh as

. ‘ !

‘one—d\:.t‘ tl'l annual‘productxon, pet\epn more xf mderqnploymenc is e s .

. ) :, RS P o l", [ , } . v ‘._“ m« N
L ~considered” (bed )“’ L : ’ D -

o. : . -

. ' A

" Freelun (1975A: 287) teporu that in the Um.ted States,
A [ 49'
.(t)he college job market underwent eng,mpreccdcnted
‘ downturn in the 1970's when the earnings of graduates
. relct:.ve to other workers, tha:rate of return to v
- _ - inves in higher education, and employment "oppor— 7
RARILEN tunxu‘ - dropped sharply, eopecully for new ynduates
l

Freeuun (1.975A 291)‘hllo reports t.hlt . R

e

" (e)ccord:.ng to a [0.S.] Burean of Lnbor Stntuuca ». »
‘survey, a m,)onty, of persons in the classes of S R
, - i ' 1970-71 had earnings below their expectanonn. ' ' ’
v # L. [ with 33 perc.gnt of male becheloﬂndu es earaing’
Coe L 0 "'-ubltan:ully lower" than expeci:e compared to
‘31 pedcent receiving ‘“about the " :.nccne as R
: expected and Jult 12 percent "h:.@er :.nco-e o TR

- e

+ - There was ‘a ‘_' xurked alowdovn in the ra:e of- growth of prov.

c. - .
\lr

- fess:.onal and managenal Jobs in the 1969-1&74 penod M wh:.ch tuggest‘é

. ..theepoaublluy of a maJor market adJult:ment: prablem in t:he near ‘_




" than in the number of high-level jobs" (Freeman, 1975A:291)..8

3 \\"f Job-upgrading is the process by wh:.ch the

Y rising lévels of eéu:atmn. .'

'reoulted-' in 251 fewer h. D.1s éarned' during the 1970's than dunng

- o u' so aevere that. Anencan umvettines uy have to lower the:.r .

. -“_Aormdatdn anvd lu.re faculty w:.t:hout doctorates (Ib:.d ) " ‘.

-

future due to the greater increase in the supply of college graduates

Time reported on May 24, 1971 that "(a) survey of 140 u.s.

. colleges and uni\‘reraitqiea indicdted that between March 1970 and

«

ouarc)\ 1971, job bilds for male B.A.'s dropped 61%, and a staggering

. 18Z for Ph.D.'s" (Daniere, 1973A: 1&7).‘) '

Daniere (1973A': 147) states that over-investment in educatiog

Y

also resulted in a misallocation &f the avaiiable labor force.  ; o
Underemployllent of uxuvernty gradunte& bec-e generalized in the
early 1970’;. Undetemploymencd of these gtaduates lea-ds to inefficient

allocation in the labor markec and to the phenomenon of Job-up-gradmg.
R

“‘annual ekcess of educated (or ttﬁned) ]
" membars of the 'labor force over requ:.rement:s
@ ‘in terms of previous—year qualifications is
>wiped out...the excess nupply at any level
of educlt:.onal achievement is hired in pref-
erence to indlvidials of slightly lesser '
qualifications in jobs for which the latter S 2

e

. had previously quahf:.;d ‘(Ibid. ) :

Hhen a -aJonéy of ewloyee- hlvl the new’ level of educatxon, 1: RN

wv

" becomes a requzrgnent for :he _]Ob. .The Job becanes up;-grnde'd" Tt Q

- .

Qvan though :he c‘ontent of the Job' has not changed Job*up:'gradmg

3
um to be the: nearcltlucql qoLuuon to anreaung crodennalum and
s ) _ e ,
. Tﬁe shnrp °dtop :,n dennd fpr engxneerl m the Unxted Sx:ates

~

' the 19q9 (s&mcon Jbuz'nal Sep:..18 19' ‘The drop in supply

180
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Demand for most college and graduate degrees, however, is

continuing to worsen. The Washington Post cites the prediction that
. ’

"...by 1985, 2.5 American college graduates will be competing for

every 'college' job" (Edmonton Journal, June 5, 1980).

In stark contrast to the 1960's, teaching jobs in post-secondary

institutions across North America are in high demand and low supply

-

during the 1970's. The growth rate of full-time faculty in the

United States from 1972 to 1977 was 9% (New York Times, quoted in

Edmonton Journal, March 20, 1980).

There has been a marked increase in the proportion of aarc-time

faculty members in post-secondary institutions, amounting to 50% rate

of growth between 1972 and 1977 in the United States (New York Times,

quoted in Edmonton Journal, March 20, 1980). Community colleges

employ 51% of their faculty members part-time, compared to 24% for

four year colleges (Ibid.). According to the U.S. National Center for
Educational Statistics, 32% of the total higher education teaching
force of 675,000 are part-time faculty members (Ibid.).

Cantor and Roberts: (1979B:1) cite economic recession and sharply

declining birth/rates"9 as two main factors causing the great drop in

demand for' teachers during the 1970's in England and Wales. As a result,

-

the number of teacher-training places in colleges of educati«n were
cut back four times between 1974 and 1977, from 75,000 to 85, OOO

proposed places in 1977 to 45, 000 (Ib1d :89).

Furthermore, the colleges of educa’n themselVes, which numbered

155 in 1972, have been reduced -- more than 60 merged with polytechnics
and other institutions, at QEgat 14 have closed and the rest have been

d1versxf1ed The change has been so drastic that "...in 1981 not one

V]
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-

of the former colleges of education will be offering the same courses
it provided in 1972" (Cantor and Roberts, 1979B:89).

The post-industrial society view that demand for highly edu-
cated manpower is infinitely elastic is simply not true for the 1970's.
}h;re i8 no reason to believe the situation will improve in the 1980's.

Thus, another basic assumption of both human capital theory and the

technical-function theory of education is .uvalid.

1. Manpower Training Programs .

Another important assumption of human ‘apitél theory is that
inequality in the distribution of personal income can be drastically
reduced and pdvercy eliminated through education,.training, and relocation
of workers. Income is viewed as a function of productivity which is

a function of education and training in both human capital theory and

the technical-function theory of education. *
Consequently, Canada and the U;iged States established federal
manpower training programs iﬁ co-operation with the provinces and
states during the 1960fs to up-grade and/or retrain workers. The
problem of poverty was ‘considered serious enough in both c0untrie§
for the federal governments to intervene directly. ‘
fE was generally believed that the social benefits far
exceed the §ocial costs of education and training and so huge public
exﬁénditures were justified. fhe creation of a federai Department of
qupoﬁer and Immigration in Canada reflected the . felt needs for mampower
pl}nning and ﬁhe development of manpower policies at the federal ané

provincial levels in depaftments of education as well as labor.

Labor market information gathering and dissemination also became an
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important function of this federal department.

The Economic Council of Canada (1971B:98) states the primary
w

objective of manpower planning to be growth and the secondary objective
to be equity-and stabilization.

Canadian manpower palicy since 1966 has been concerned primarily
with adults, has been much more comprehensive, and the federal govern-
ment :.as played a more dominant role in planning than previously.

The Minister of Manpower and Immigration, Allan J. MacEachen, before
the House of Commdns Standing Committee on Labour, Manpower, and
Immigration in 1970, defined
(t)he main objective of the Department
of Manpower and Immigration 1is to further
the economic growth of Canada by endeavouring
. to ensure that the supply of manpower matches
' the demand qualitatively, quantitatively, and

geographically (Economic Council of Canada, 1971B:96).

‘Similarly, in a paper presented by the Department of Manpower
and Immigration for OECD in July 1968, the following statement.of g
policy appeared:

The geneial aim of Canadian manpower policy

ig-to encourage the effective allocation of man-

power resources and the development of the labour

force supply .and characteristics compatible with

the maximum sustainable rate of growth in real

per capita income (Economic Council of Canada, 1971B:96).

Canadian federal government involvement in manpower training

“

¥4
began with the Technical and Vocational Training Assistance Act of

1960, under which the federal and provincial governments shared the
costs of programs developed to cover the training of the‘following
three groups: 1) technical and vocational high school students;

2) youths and "adults requiring post-secondary education to become

technicians; and 3) adults (employed and unemployed) requiring training

- -



for employment or improved émployment opportunities (Economic Council
"of Canada, 1971B:100). Expenditures by the federal government on
these programs between 1960 anH’I967 totalled $900 milli;n.

Programs since 1967 are ot shared-cost. The Adult Occupational
Training Act of 1967 provides for federal long-term loans and capital
grants for adults. living allowances are also included.

'I’h-e,Department of Manpower and Imigrntion\:u):s training
services from private schools, technical institugks, and private
industry after consulting with tﬁe provinces. Individuals enrolled
in apprenticeships and any adults who have been out of school for one
year and are considered capable of benefitting from the craining’(in
terms of improved earnings prospects) are eligible for the adult
training programs.

Part of the reason for thé use of institutional training is
because so many technical and vocational institutions were built
between 1960 and 1966 under the previous federal policy..11 Another
reason is that industry is concentrated in a few places in Canad‘a; so
that workers outside those areas cannot receive traininQ-i?-industry
in their own area. An additional.reaaon for the low participation rate
with industry in manpower training in Cénadq is the great slowdown in
the economy.. Unemployment post-i967 is considerably higher than

'previ0usly and eltployers have no incentive to participate in such
training programs (Economic Council of ‘Canada, 19713:10?-108).

The trend in Canada is‘cowardp adult tg’ining programs being

another form of social asaiafance and economic &8s well as.social

stabilization in times of severe economic:‘contraction.l2 Certainly

the previously stated goals of'ménpower forecasting and planning for

184
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long-run education and economic development hgve been abandoned.

“ Such planning is"now viewed as hazardous, uncertain, theoretically

»
weak, and politically unfeasible. That view has become more common

in the international development and aid agencies as well, though
short-run planning is 8till utilized by such agencien as well as
governments in response to technological change, social pressures,
and changing tastes (Mcleod, 1973B:211)- N

’ The strong emphasis-in Canadian manpower policies on growth,
especially éince 1969, is in sharp contrast to American manpower
policies which promote programs oriented primarily to help "dis-
advantaged" groups (Economic Council of Canada, 1971B:98).

American manpower policy stresses equity. The underlying
assumption ia ;hat "average' workers probably function adequately .
in the private market but the "disadvantaged" workers wil% not without
federal government interventian on their behalf.

In a message to Congress on August 12,.1969, President Richard M,

-

Nixon stated that

(m)anpower training means: (1) making it
possible for those who are unemployed or on the
fringes of the labor force to become permanent,
full-time workers; (2) giving those who are now
employed at low income the training and the op-
portunity they need to become more productive
and successful; (3) discovering the potential
in those people who are now cdnsidered unemploy-

' able, removing many of the barriers now blocking
their way (Economic Council of Canada, 1971B:98).

Even though experts agree that training in industry is preferable
to institutional training, there is an almost exclusive reliance on *
the latter in Canada. The Economic Council of Canada (1971B: 104)

L .
reports that "(l)eas'i%an 5% of total Canadian federal adult occu-

/
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D

pational training expenditures (excluding apprenticeships) is directed
to trainipg-in-industry."
Canadian Manpower Trnining»Program funds‘allocated tq in-
industry training increased from 1% of CMPT funds in 1967-68 to
nearly 10% in 1974-75. However, thia still falls far below the
proportions spent on in-industry training in the United Stgtes and
most European countries (Goldman, 1976B:38). )
In 1972, the Adult Occupational Tfaining Act of 1967 was
amended to allow for federal funding of on-the-job training under
two new programs. One was to provide for on-the-job ttaining as well
as for the creation.of new jobs for disadvantaged workers., The other
was to train unemployed and underemployed workers for jobs'which are
vacant dﬁe to a shortage of qualifiqa workers. These programs operated
in the'private'and'public‘eectorb. Théy have, hoyever, received
substantia le;a funding than have other programs (Goldm;n, 1976B:92).
The U.S. federal manpower policy wa; developed and pushed

in 1961-1962 as a direct result of human capital theory.J3

During
the Johnson administration, there was a shift away from institutional
to on-the-job training.lk A number of different programs w;re developed
as part of Johnson's War on PovertyL

During Nixon's administration, the NAB-JOBS (the ﬂational
Alliance of Businessilen's training in the business sector) program
of subsidizing private employers was established. Later, with the
Manpower Revenuegfharing Act, Ni;on decentrflized manpover pi;;;iqé
and implementation of programs to the state and loégl leveié, though

.

they were federally funded.



J. The War on Poverty in the United States : ,

From the very beginning, the American War on Poverty focused
on developing programs to provide equality of opportunity for all
groups in sociefy»and depended upon economic growth agd ﬁrosperity
rather than direct or indirect redigtribution of money or goods to
iéh{eye that goal (élotnigk and Skidmore, 1975B:5). 1In a speech at
Yale University on June 11, 1962, President John F. Kennedy stated
that -"(t)he national interest I{es in high employment and steady
expansion of output, in stable prices and a strong dollar" (Lampman,

'

1971B:13). .
Since enrl; 1963, when President Kennedy first proposed -the

d?velop;ent of a comprehensive federal policy to eradicate perrty in

the United States, job training programs and community development

and participation by the poor in these programs have been stressed.

Income maintenance programs have been of peripheral nature. Wil lard

Wirtz and Daniel Moynihan stressed that the main cause of povérty

is lack of jobs. The community approach to social problems, which

-

gained credence in the 1950's, includes the idea that any pathology
lay in the community not in the individual. Both ideas remained
central to the War on Poverty.

»

Plotnick and Skidmore (1975B:5) report that Kenhedy's economic

.advisors urged

...that expansionary fiscal and monetary policy
could produce vigorous and sustainable economic
growth (at tolerable price levels). The tight
labor markets thus produced would, it was argued,
cugfate jobs and continual government revenues
(fiscal dividends) to be spent on social programs.
This, in turn, led to the view that the poor did
not need handouts as much -as enrichment programs
to render them more employuble
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The ln;;esc portion of the Econoﬁic Opportunity Bill, which
was signed into law in Augunt"1964§’vent to human capital programs,
Youth opportunity programs and work experience programs constituted
582 qf the total with another 332 gding to urban and rural cann#nity

¥

action programs. Although $800 million was approved for this first

N

. effort in the War on Poverty, it was only a very modest percentage
of the federal budget and not enoﬁgh tolgo justice to the goels of
the ;rogt-m. Far more money was spent on social welfare programs
(Plotnick and Skidmore, 1975B:6). In fact, Plotnick and Skidmore
(1bid.: 74) report that ".L.lpecial anti-poverty expenditures have
fiever accounted for more than 6 percent of the total as;iltnnce to
the poor and their relative importanc; has declined since 1968."

Federal programs were dJesigned to create new jobs, prepare
workers for existing and néw‘jobs, and to provide equal employment
opporunnity. Thomas I. Ribich (19683:51, footnote 28) remarked that
" ..it might be argued that retraining and tight labor markets are,
to some extent, auba;itute policies."

The efficiency and the long-term viability of.federal job
creation programs are highly questionable, Plg}nick and Skidmore
(1975B:187) report that

...the real new employment create& by public

employment programs, as a percentage of the
new jobs created on paper, is estimated at

51 percent after one year, 44 percent after .
two years, and 4 percent "under-a permanent
program'.

The entire manpower training comcept as a means of eradicatidg

poverty has_come under heavy criticism. Plotnick and Skidmore (1975B:187)

point out that
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(i)t has also been hard to demonstrate

that manpower programs judged cost effective

in themselves have placed previously unemp loyed

workers into jobs that would have been otherwise

unfilled. Their effect has probably been, at

least partly, to put newly trained workers into o

jobs previously filled by other workers, who “

were simply discarded.

The notion of education as capital, like most constituent

-

part of the premises and assumptions of human capital theory, depends
upon a continually expanding economy with sustained growth and-elastic
demand for educated labor. The American War on Poverty, like the
Canadian effort, also depended upon these factors.

As soon as the economy began to slow down and unemp loyment
as well as inflation rise, public programs premised on human capital
theory fell under heavy criticism. Keynesian economists consider
equality and efficiency as antithetical in periods of sustained
inflation (Lampman, 1971B:28). However, the view of human capital

L]
economists that removing poverty makes society more efficient

prevailed into the early 1970's.

| A rather interesting occurrence was the decision by President
Richard M. Nixon to fight inflition by sharply increasing unemploymégt
to above AZ in order to keep wages down, which in tum would lessen
total spending and hence bring prifes down (Lampman, 1971B:156).
Unfortunately, unemployment rose to nearly 6% in 1970 while inflation

16 /
also grew worse.

K. Gross Inequality in the Distribution of Personal Income

Modern liberalism has generally prevailed over conservatism

v 2

in most Western capitalist countries since World War II. One major
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goal of these liberal governments has deen the elimination of poverty

and a lessening of the gross inequality in the distribution of
personal income. The liberal belief that inequality:is largely a
result of man-made, institutional obstacles and socitily*determined

7
attitudes reinforces the liberal strategy of purauxﬁslaocmul change

\\/ :
and reform :hrough the state rather thln ché hA:vxdunl Thus, the
4.0 A \.‘y,ﬁ v
state has taken on the tesponuxbxiffy tndw e \to resolve the issue
D

of inequality within chngnxiNﬁtng it ?ﬁ;@txoqal.framevork by use of
non-violent, legal, cOn:cxtﬁtﬁpnnl, ané%@@énnxatrathe 'solutions’
(Mortop and Watson, 197%A.290):a °

Human capital theory fits iato the mainstream of modern liberalism.
Schultzlhllvconnilfently pointed out the absolute necessity for govern-
ment intervention and involvement in eradicating poverty in the United
States as well as reducing the inequality in the distribution of
persoﬁal income §ht0ugh increased investment in human capital.
"Diminished" inequality is the liberal ideal.

The hum;n capital economic argument is that everyome would
benefit from the resulting development of talent and contribution
to productivity. Poverty is inefficient and wasteful.

Western capitalist -ocieﬁy has moved along a liberal continuum
from legal equality to religious equality to political equality
(Lampman, 1971B:17). Now, the offensive ?1 directed towards reducing
economic inequality. Reducing the ineq;alicy in the distribution of
personal income has been the goal since Worid War II.

’ Huﬁan.ﬁtpital economists, iike other liberals, do not want

to eliminate all inequality, but only those inequalities which are

"arbitrary", "functionless', and/or "éapricioua" (Lempman, 1971B:42). .
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) '
Inequalities which are destructive and oppressive must be eliminated

but some inequality is unavoidable, necessary, #nd functional, according -
to this view,

Human capital economists, like educators and sociologists who
subscribe to the technical-function theory of educacion(fbelieve that
complex, modern societies require social stratificntion‘and differ-
entiation and that some inequality is functional (Lsmpman, 1971B:32)

Thus, merztocllcy as the ideal stratification a%’ten and a strong
welfare state with centralized power constitute the basic thrust of
modern liberalism, ' e

2
The United States pursued the goal of eliwinating poverty by

attempting to increase the standard of living of those individuals
in.the bottom income group. Low income was viewad as a sign of social
and political failure in the early and mid-1960's. Thus, the primary

goal was to significantly reduce and eventually e¢liminate the number
4 .

of families living below the poverty line. ¥
Unfortunately, the question of which gr0u§‘wou1d bear the cost
of income redistribution was never addressed (Lawpman, 1971B:50).
Income inequality in terms of the functional incowe and sh;;es of
income, that is in terms of the division ‘of income between labor
and property, was ignored. The size distribution of income,'a:ranking
from rich to poor which expresses inequality in terms of the share
of all income going to the top 102 and so on of 4}l income receivers,
was also ignored (Jbid.:43).
In thewl960'l, 80X Of the American labor force were employees
(Lanpman, 19715:4&).17 As such, these individuals are dependent

upon their employers for work. Therefore, most workers are adversely
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. '
s ffected by high unemployment and in:lltion.

Attempts to bring people above the poverty line bf educating

v

and/or training them fail if those ;ndividunln are unable to obtain
wtable nnpioyment at above poverty level wages.

In aggregate terms, what has been the pattern of income
inequafity?' Human capital economists maintain that there is and
has be;n't sustained lessening of inequality in the distribution of

personal income since World War II. The reasons for this, they argue,

“Ate varied and complex. One main reason is the increased level of

education of worknrn.ls

Lempman (1971B:46-47) uses U.S. Bureau of Census data to illustrate

the size distribution of income between 1947 and 1967 in the United

Statea: He asserts that

...numerous scholars have produced a consensus

that there was indeed a lessening of inequality

in the United States during 1938-1948 and no

clear trend one way or another during 1948-1967.

The lessening of inequality seems to have been

confined to those groups within the top half of

the income distributid, wi great change in

the income share of, and change in the inequality
within, the bottom half...the post-war years have

seen a slight gain in share of income by the families

in the fortieth to ninety-four percentiles, at the 19
expense of the bottom forty and the top six petcentilq.l .

Thus, Lampman (1971B:47) maintains that there has been

", ..stability in the overall distribution of wealth and income...
in the United States. This means that "...the top 16 percent of -
income receivgrn has received about 28 percent of total money income
and the lowest 10 percent about 2 percent of income. The share ;f the
lowest 20 percent of income receivers has been about 5 percent of

toved money income' whereas the top 20 percent of income receivers

receive over 40 percent of total wongy income (Ibid.:a6).20

Y
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Plotnick and Skidmore (1975B:104) state that the relative

income gap between rich and poor incredsed $130 per person between
/ o :

1965 and 1972. Although the absolute income gap between rich am®

P

poor fell becweeh 1965 and 1968.1in the United States, it has risen
¢ :
since then. They maintain thnt pretran-fer absolute pwverty in the
. R

United States Gid not really decrease between 1965 and 1972. It was

static, as was relative poverty, for that period. However, since

s

1972, there has been an increase in income 1nequnlxty as vell as in
the distribution of income. The percentage of people lxvxng below

the poverty line has also increased (Ibid.:179-180). e

Leo A. Johnson (1977B:4) uses data from Taxation Statistics

to illustrate the increase in income inequality in Canada between_

1946 and 1971.

For example, in 1946, the richest ten per cent

of earners received about 20 fimes as much income

as the poorest ten per cent, whereas in 1971 they .

received 45 times as much. Similarly, in 1946,

the income received by the riches decile equalled

that received by the poorest 55 'per cent of earners,

whereas in 1971 their income equalled that og the 8
poorest 64 per cent of earners. _ .

Not only has there been a decline in #elative incame of the
poorer incaome earners but there has also been a decrease in absolute

purchasing power as well. Johnson (1977B:5-6) points out that this
¢ " T B

decline . / v 4

...appears to be occurring st an ueceleratxng #

rate, and to be reaching Higher and higher in-

the ranks of income earners. Thus while the

sixth decile still increased its portiomn of .
earnings in the 1951-56 period,’ it then levellédd -
off between 1956 and 1961, then declined between
.1961 and 1971...If this pattern of earnings change
continues, then even earners in the fifth and sixth.. , = .
deciles are likely to experience declining ltlnd‘tdl '
of living in the foreseeable future. A
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Johnson ,(1977B:7-8) provides the following example of the
maénitude of inequalities in purchasing power between different
occupatigpal groups in Canada between 1946 and 1971:

In a period when average earners received

a purchasing power increase of $1,609 (in

1961 dollars), doctors received an average
increase of $13,9%4, dentists received $10,672,
and lawyers received $10,026. Farmers, in
contrast, received an increase in purchasing
power of only $637, while pensioners lost

$95.

Furthermore, & survey done in 1971 revealed that more than

25% of Canadians in the 80 to 90 percentile level ($8,000 to $10,000)

>

believed that they were poor (Stewart, 1971A:45). “Poverty line
income, as definéd‘by the Canadian Senate, for a family of four in
1971 was $5,315 (Johnson, 1977B:21).

There has been a definite increase of poverty in Canada since
- < ’

World War II. Johnson (1977B:20), using poverty line income figures
provided by the Senate, states that

...in 1946 almost twenty per cent of earners
earned below the poverty line levels for single
individuals. In 1971 this proportion had in-
creased to thirty per cent...In spite of the
enormous increase in average earnings between
1946 and 1971, maldistribution of incoame ‘

. creatwd a situation where fully sixty per cent
of all earners still could not adequately support
.a family of four.

Thus, between 1946 and lg}l, "...thé richest twenty per|cent B
of Canadian earners have received almost half of all new inco? ,
while the poorest fifty per cent received only about'twenty pe cént"
(Johnson, 1977B:7). |
The degree of inequality in the distribution of personal income

variés among European countries. Some, like the Ngtherland7/and the

o

/i

3
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Scandinavian countries, are more egalitarian than the United States.

\

Others, like Italy, have more inequality in the distribution of personal

income than the United States (Lampman, 1971B:46).

LN

The underdeveloped countries in general have more inequality
"in the distribution of personal income than the United Statés. In

many instances, the inequality in income is the most extreme. However,

. L2 .
because of many social and economic differences, it is very difficult

to make comparisons between underdeveloped countries as well as
between them and the modern, industrialized countries. The Soviet
Union and most other communist countries do not publish size-dists}bution

data (Lampman, 1971B:46).

It is commonly believed that government transfer payments. to'

AN o

the poor and various soci#l welfare programs provide the pooruyithv"
at least poverty line income and services and'also'that this is done
at the expense of the wealthy. Minimum wage legiglation is also
popularly believed t;,provide'workers wﬁth at least poverty line income.
Such government expenditures along with-a "progressive' income tax
system are thought to.contribute to a reduction in the ineqhality in the
distribution of personal income. }These.assumptiOQS and beliefs are
false (Natignal Council of Welfare, 19763, 19783).

Johnson (1977B:21) compared the provincial welfare benefits

with the poverty line measures developed by the Senate for the years

t

1969-1971 and concluded that

...for normal families, welfare in most provinces
falls below even the minimum standards for food,
clothing, and shelter set by the Senate C ttee,
‘and none comes close to providing poverty line
incomes. The worst, New Brunswick, provides only
73 per cent of basic necessities and 44 per eent’ = °
of poverty line rfquirements.

~ p
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Minimum wage321 are s’h‘marginally higher than welfare
benefits in some provinces, but in many provinces they are lower.
For a famiiy of four, minimum wage employment provides income far
below the poverty line.22 Furthermore, full-time, stable emp loyment
at minimum wage is not the norm (Johnson, 1977B:21). Minimum wage
employment is usually non-unionized, seasonal, and unatable.
Plotnick and Skidmore (1975B) document the .fact that poor
families in the United States with unemployed able-bodied adults
fare worse than the disabled and elderly in terms of welfare benefits.
Contrary to popular belief, then, poor people, whether employed
or unemployed, are not adequately provided for by welfare programs
or minimum wage legislation. In fact, government transfer programs
do not bené&fit the podr at the. expense of the rich. They do not
contribute towards a lessening of inequality in the distribution of
personal income. Johnson (1977B:23) has shown that "...low wage
earners actually ‘receive less money from transfer payments than do
those in high income brackets." Thus
(n)ot only has the addition of transfer payments
improved the relative position of the lowest-paid -
wage earners, but in the past twenty years a change
for the worse has occurred. And, even when we examine
the relative position of all income recipients, no
~ improvement of distribution due to transfer payments
has come about. Clearly, then, the professed aim
of the welfare system -- to prevent poverty and to
overcome disparity -- has almoést completely failed.
The huge outcry about the crushing burden of taxation

on the rich to alleviate the condition of the poor
has served only as a smoke screen for the preservation

of the incomes and priviledges of the rich (Johnson, 1977B:23-24).

The structure of taxation in Canada was studied by Professor

Thomas A. Wilson of the University of Toronto and reported by the

Toronto Star on February 11, 1970. Johnbon‘(1977h:25) summarized the
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results:

..when all taxes, direct and indirect, were
taken into account, families whose total income
from all sources was less than $2,000 per year
pa1d more than 60 per cent of their gross income
in taxes. For families at $10,000 per year,
[taxes represented only 38 per cent of 1ncome,
while above $10,000 level little progresnxon
occurred.

Allan M. Maslove conducted a study of the system of taxatioﬁ
for thébEconomic Council of Canada in 1972. His conclusion was that
rather than having a progressive income tax‘éystem, Canadian taxes
are highly regressiVe.z3 Johnson (1977B:26) quotes from Maslove's

(1972B:64) report that

By far the most striking conclusion to be -~
drawn from an examination of total tax

payments is the extreme regressivity of

the system at the lower end of the income

scale and the lack of any significant pro--
gressivity qver the remainder of the income
range...Indeed, over the lower portion of _
the income scale, the system tends to contradict

the ability-to-pay principle by taxing the poor
at a hlgher rate than those who are better off.

In thé United States, the over-all combination of taxes prior

~

to World War II was regressive. It "...compounded the pretax inequality
of incomes...By 1929, some méagure of equalization had become fixed as
an outstanding characteristic of our U.s. fiqcal system..." (Lampman,
19713:95).l There was a large increase in income tax during World War

II (to over 25%) and federal taxes increased over state and local taxes
for the first time. However, the "piogresaive" income tax system
(includigg.corporate taxes) in the United States has not reducéd the
inequality in the distribution of éersonal income.24

Chiswick and Mincer-(l972A) published results of a research

project in which they utilized time-series data to determine changes
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in the distribution of personal income of adult males in the United

v
States between 1939 projected to 1985. Their conclusion was that

"-...relative inequality declingd between 1939 and the early postwar
years but has subsequently remained almost unchanged" (Ibid.:34).

The study is an attempt to apply time-;eries analysiq to investigate
the relationship between humen capital and income distribution, which
previously had been limited to cross-sectional analysis. What is
interesti&g to us about this study is the conclusion that changes in
emp loyment conditions are much more important in explaining changes

 in inequality than is schooling. Chiswick and Mincer (Ibid.) conclude

that

(f)or adult males in the United States, changes

in the income distribution are affected mainly

by changes in distributions of schooling, age,

and employment. During the past 20 years, changes
in the level and inequality of age and the inequality
of schooling have been small-and could not have

greatly influenced the overall distribution,
especially since they tend to have canceling
effects. The stronger influence has been the
business cycle through its effects on the
dispersion of weeks of employment...Most of

the observed differences in inequality between

1939 and 1965 is explained by changes in employment
conditions. The remainder is a decline in the ’
inequality of wage rates, possibly due to a decline
in the rate of return to schooling. . -

L. Using Rate-of-Return Analysis to Balance Economic Efficiency and

Social Equity

Schultz has been critical of American tax laws for years because,
in genA(al, they do not take into account human capital. Investment in
\
human capital on the money market is very difficult, especially if the

A,

borrower has no property to use as collateral.

198
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The development.of student loan programs by the federal and
state govermments in the United States as well as by the federal and
provincial governments in Canada and other financial assistance for
students since the mid-1960's was a result of the lack of opportunities
in the private sector and the importance placed on such opportunities
by Schultz and other human capital economilts.25

By 1969, howevei, with the publication of a study by Hansen and
Weisbrod, Schultz bectme convinced that the great public subsidies
to higher education had a regressive effect on the distribution of
personal income. Schultz (1971B:176-177) became convinced that the
financing of higher education is qui;e regressive

..because it increases the lifetime earnings of
college graduates in part at the expense of the
others, and, closely related, because higher edu-
cation provides educational services predominantly
for students from middle and upper income families,
a part of the cost of these educational services:

. being paid for by taxes on poor families...(A)
much smaller proportion of the undergraduate
students in publically financed institutions receive
financial aid for reasons of their hav1ng xnadequate
income than do undergtaduate students in private
colleges and universities. In either case, the
financing is such that substantial amounts of

valugble assets are being transferred by society *
to a particular intellectually elitg set of :
1nd1v1duals

Thus, because of the high public subsidies to higher education,

Schultz (Ibid.26) believes that it "...is in general both socially
inefficient and inequitable."

Y : Because gf the tremendous expansion of post-secondary education
in the 1960's in North America and the large amount of public subsidies,26

the state, provincial, and federal governments in the United States and

Canada began shifting more of the cost directly onto the students.
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This was rationalized in human capital terms n-vaﬁleéitimate .
investment because the students would Fealizg nﬁrate,af return on
their education eqﬁal 90 most business investments. Therefore, it
was felt that they should finance a large part of the investment.
Consequently, by the mid-1960's, student loans were an established,
accepted way of financing one's post-secondary education.

Another atiategy of the state to cﬁnbat 'ica fiscal crisis
was to raise tuition fegs.27 This also fell under the rationale of
human capital theory, since the private rate of return was considered
high enough to warrant the increased privace'in#eltment in education.
Schultz has been a proponent of increaesing tuition fees to full
cost for a number of years. The real cost of producing services
should be the price, according to Schultz. Because there are real
differences in quality between various post-secondary educational
institutions, there should be corresponding differences in price.
Once prices are established which reflect the full cost and differences

in quality,‘tuifion‘will be ",..socially efficient prices to which

the student can respond” (Schultz, 1972A:45). Only then will the
post-secondary educ;tional sector of the economy function efficiently
on both the social and individual levels. In Schultz's (Ibid.) own
words, |

(n)owhere are students confronted by
prices for these services that are equal
to the real cost of producing them, arfd
therefore the prices to which they respond

" not socially efficient prices. As a
'%uence, no matter how efficient students
. #re privately in their decisions, from the
v péfutiof view of the economy as a whole,
t?‘irllocatibn of resources to...education
W

) ;nct be socially efficient.

¥
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Educational policy changes in Ontario in 1972 included the
raising of tuition fees, an increase in student loans, and a decrease
in opportunities to earn teaching stipends. The Wright Commission
supported these changes and -:"ced that the availability of student
grants and Yoans would ensure equality of educational opportunity
to ipdividuall from all groups in society.

Porter,et. al. (1973B), in a study of social class and edu-
cational opportunity in Ontario, are critical of the 1972-73 policy
changes for post-secondary e&ucation in Ontario because they are
basically regressive. For instance, the first $800 of an award must
be taken as a loan.

Porter,et. al. (1973B:206) supported a substantial increase
in tuition fees (to cost level) but only if accompanied by "...an
all grant (no loan) scheme based on patental resources." Otherwise,
accessibility to post-secondary education for lower class studentg
would be seriously jeopardized. Student loans t; those from middle
and upper class families would still be available, however, |

| By 1977, the Ontario Economic Council advocated that students
pay the full coﬁx of their post-secondary education and that the
government should not provide any subsidies to colleges and universities
(Buttrick, 1977B). Tuition fees have been raised substantially across
- Canada and the United States, although not to the level of full cost.
| The idea of shifting the allocationbof public monies from.
post-secondary institutioms directly to the students themselves
developed in the early 1970's. Schultz (1972A:24-25) is one of the
advocates of such a poli;y change because it would be allocatively

more efficient and socially equitable. Students from low-income

2
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families would be highly subsidized, whereas those from middle and
high-income families would not receive subsidies. Porter,et. al.
(1973B:208) also support this propo;ed policy change. They state
that such a policy change would be ", .both politically and consti-
_tutionally attractive."

While financial aid?® to ponE;secondary students from low-
income families in the United States has increased, that has éenerally
not been the case in Canada. Tuition fees have escalated in both
countries, as have room and board chnrgea. However, Canada does
not have a national work-study program providing subsidized employment
at universities for students from low-income families, and there is
very little money available to undergraduates in‘the form of bursuries,
grants, and scholarships based on need. Student loans are béccming
increasingly more difficult to obtain. While based partially on need,
the course of study and pfospeccs.for'reﬁayment are élsé considered as
important factors on & student loan applicatibn.

Although the increases in tuition fees have been justifieé in
terms of human capital theory, in that there is a high private rate
of return to such investments, there has been a reduction in the Qalue
of higher education in the eyes of the public because there has, in

fact, been a great shortage of jobs for graduates in the 1970's. The

N

increasing costs of post-secondary education combined with the increasing

unemp loyment and unaeremplojment have contributed to a levelling off.
and slight decline in post-secondary enrollments, especially at.the
universities, during the 1970's.

Because the increased privhte costs of education have not been

)

accompanied by any ccmprehensivg‘scheme ;o‘ptovide students from low-
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income families with public subsidies, post-secondary education in
North America has become more socially regressive and inequitable.
Equality of educational opportunity has not advanced, and, in fact,
may well be farther from reality than it was twenty years ago.

Human capital theory has been severely criticized along

)

theoretical and wethodological grounds during the past decade by
sociologists, educators, and politicians, as well as economists.
Criticism has come from both the left and the right. Conservatives
disagree with the basic principles and philosophy of liberal school
reforme. Marxists and socialists also disagree with basic principles
of liberal school reform, but for differeNt reasons. Even some
liberals are upset with the slow pace of reform and the seemingly
poor results. The public, likewise, is divided in opinion as to why
educational reform has failed to resGlve many of the problems it was
supposed to ;esolve. Thefe‘has been a general decline in:gﬂ?lic
expectations of education and in willingmess to support expensive
social programs. The chronic world-wide econamic recession has added
additional pressgie on politicians to abandon many of the programs,
if not principles, of 1g%era1‘educationa1 reform. Human capital theory
has survived the storms so far by'adjusting the mix of efficiency and

equity to silit the times. It remains to be seen how long human capital

theory can continue to do this.
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CHAPTER VI

Footnotes

lProviding equality of educational opportunity implies less
inequality of educationsl attainment and educational achievement
between social groups and classes, and, ultimately, less inequality

in society.

2In contrast, programs in Britain designed to improve edu-
cational achievement of working class children have neglected the
question of educational provision, which continues to be an issue.
See Byrne, et. al., 1975, for theoretical and empirical analysis
of this problem.

3However, as Gonick (1978B:66) points out "(t)he function
of job training has been almost entirely shifted from business to
the school system.'

4Gonick (1978B:118) reports "(t)he consumer price index rose
from 2.9 per cent in 1971 to 4.8 per cent in 1972 and 7.6 per cent
in 1973." By 1974, inflation was 10.8% in Canada (Ibid.:119).

5For discussion of how wages but not profits and prices were
kept down in Canada, see Gonick (1978B:114-128).

6The rate was even higher for post-graduates.

7Freeman (1975A:289). reports that

...by 1974 ‘real college starting rates were

11 - 25 percent below those five years earlier
and earnings relative to those of other workers
13 - 27 percent below 1969 levels. The figures
thus demonstrate the existence of sizable down-
ward alternatives in real college starting
salaries during the market, turndown -- the
classic 'price system' response to manpower
surpluses.

h

8Freeman (1975A:305-307) states that the main reason for -the
"shortage" of -~ or high demand for -- college graduates during the
1960's was because of the expansion of graduate education which ef-
fectively kept college graduates out of the labor market. In fact,
"...the 'net number' of college graduates . entering the market declined .
from the late fifties to 1967, due to the increase in graduate enrollments."
Ironically, just as the supply of college graduates increased, the demand
for college graduates declined drastically and dropped by over 50% in
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the following five years (1967-1972).

9There were over 832,000 live births in 1967, 784,000 in
1970, and just over 600,000 in 1975 (Cantor and Roberts, 1979B:89).

OGrowth refers to economic growth. Equity refers to distri-
butional goals. Retraining the poor and the unemployed are examples
of programs designed for this latter objective. Stabilization refers
to economic stabilization. Manpower policy in Canada is used as a
contracyclical ‘tool to stabilize the economy. Programs developed
for this objective include manpower training programs in periods of
economic recession (Economic Council of Canada, 1971B:98).

1Critics of this policy point out that it was developed .
primarily as a response to pressure from private industry in a
period of rapid economic expansion and shortage of skilled workers.

12Canadian Government research into the effects of adult
occupational training in 1973 on future employment/unemployment
patterns of trainees revealed that manpower training programs for
the unemployed have not contributed to the permanent reintegration
of those individuals into the labor force. Research indicates that
recipients of unemployment insurance who had received manpower training
had an equal chance as those who had never received training to reappear
on claim. The major cause of this has been attributed to the worsening
of the economy since 1972 and the "declining labor situation" which
has had a "...negative impact on both the trainees and the non-trainees
sampled."

13Thete is disagreement as to whether or not American manpower
policies and programs were based on ‘human capital theory. In narrow
terms of employment and earnings or in terms of strict cost-benefit
analysis, most of the manpower training programs were not efficient.
Many of the investment were questionable from a purely ecvonomic view-
point. (There were, however, social and psychological benefits.)
However, they were based on the expectation of a continuing buoyant
economy and low unemployment. The sharp increase in unemployment since
1970, when it was nearly 6%, has exasperated attempts to eradicate
poverty through manpower training programs. Unemployment between 1964
and 1969 dropped from 5.5 to 3.5% in the United States (Lampman, 1971B:154).
The lowest recorded unemployment in the United States was one year during
World War II, when it was 2% (Ibid.:155). However, unemployment was
5.6% in 1972 and between 8% and 9% in 1975 (Plotnick and Skidmore, 1975B:177).
Inflation began to accelerate in the United States in 1968 when prices
rose 4.72 and 62 in 1969 (Lampman, op. cit.:155). Thus, stagflation
has become firmly established in the American economy since 1970.
In 1974 and 1975, inflation was running at 112 (Plotnick and Skidmore,
op. cit.:111). Inflation weached 12% in 1979 and 1980. Politicians
are putting the emphasis on fighting inflation in 1981 even though
unemployment rates are higher as well. Most economists concur with
the prediction that 1981 will be a year of severe recession.
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9

14According to the Economic Council of Canada (1971B:104),
approximately 80X of federal adult occupational training expenditures
in the United States was spent on in-industry training. By comparison,
the corresponding figure in Canada was less than 5% (excluding ap-

prentices).

15Thin view states that because the poorest one-fifth of the
population in the United States produces 3% of the total product but
consumes 52 of the total product, it is economically éfficient to
eliminate poverty (Lampman, 1971B:29).

6In terms of eradicating poverty, inflation complicates the
situation because, as Plotnick and Skidmore (1975B:177) point out,
"(i)nflation adversely affects the net worth of the poor, whereas
it increases the net worth of the middle and upper-middle income

groups."

17In Canada, 76.9% of income earners are employees (Johnson,
1977B:40) . -

18Between 1950 and 1957, the median level of education in the
United States increased one full year (Lampman, 1971B:123, footnote 6).
Schultz (1961A:73) states that the stock of capital formed by education
rose 8% times between 1900 and 1957, whereas the stock of reproducible
(non~human) capital rose only 4% times. In 1940, 15% of 18-21 year
old Americans went to college.

Schultz (1971B:177) states that

(i)n retrospect, given the type of growth o
that has characterized our economy and the .
remarkable increase in the stock of education < '
per worker in the labor force, the gains in ele-
mentary and secondary schooling and in higher
education taken as a whole have been instrumental,
it seems to me, in reducing the inequality in
the distribution of personal income...The rise
in the investment in education relative to that
invested in nonhuman capital increases total
earnings relative to total property inceme,
and property income is distributed much less
equally than the earnings of persons from labor.
Therefore, investment in schooling reduced the '
inequality in the distribution of personal
income. The hypothesis proposed here is that
these patterns of investment are an important
part in the explanation of the observed reduction
in the distribution of personal income.
- T~
Al though Schultz states that there has bgen a legbggé:g of
the inequality in the distribution of personal income, he 8 its that,

!
/
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although "(t)his tendency has become a well-established fact, (but)
explanations of this phencmenon are still in their infancy" (Schultz
1972A:65) . Furthermore, Schultz (lbid.) terms the reduction "modest”
Schultz (Ibid.) also belxevel that pro progressive taxation and welfare
programs have done very little, i¥ anything, to change the distribution
of personal income. Rather, Schultz (Lbid.) believes that "(t)he
increases in the demand for skills and knowledge and the response

of the supply that is under way in modern economies lead to the L
accumulation of forms of human capital that accounts for most of the e
observed tendency under consideration” (e.g., a lessening of the
inequality in the distribution of personal income). .

19See "Post War Changes in the Size Discribution of Income in
the United States,' American Economi¢ Association Proceedxng-
Vol. 60, May 1970:247-260.

2oLampman (1971B:46, footnote 3) points out that .lnequality
among non-whites is greater than among whites, and inequality among
the old is greater than among the young."

21Minimum wage legislation does not cover all workers. Students,
part-time employees, workers in certain types of jobs, etc., are not
included. Furthermore, women in some provinces receive lower minimum
wages than men (Johnson, 1977B:23). Minimum wage legislation was
passed by the provinces in Canada and by the states in the United States
prior to federal minimum wage legislation. The first minimum wege
legislation was passed in 1917 in Alberta. However, minimum wage
legislation did not apply to men until 1925 in British Columbia and
the 1930's in Saskatchewan, Manitoba, Ontario, and Quebec. Furthermore,
New Brunswick, Newfoundland, and Prince Edward Island did not pass’
minimum wage 1egxslac1on until after World War II (Ostry and Zaidi,
1972B:257-258). "

22Genetal minimum wage rates in 1970 varied from $1.25 per hour
to $1.65 per hour in Canada, whereas the poverty line for a family of
four required $2.48 per hour (Johnson, 1977B:23). :

23Johnson‘(l977B:25—26) reports some of the details from Maslove's -

study in the following quotation:

For families receiving less than $2,000 in earned
income, taxation from federal, provincial and
municipal sources took up more than ome hundred
per cent of that income in every province other
than Manitoba. In other words, a significant
part of welfare -- even though such was far

below poverty line standards -~ went to pay
taxes. The Ontario situation was particularly
scandalous. There taxes for low income families
were 151.1 per cent of earned income. Above the -



$2,000 level there was a sharp decline in
taxation rate to the $3,000 to $3,900 level,,
then a gradual decline to the $12,000 - $14,000
level.. Above the $15¢900 level of family income
the proportion of earned income .that went into

> taxation rose slightly, afthough, as Maslove
pointed out, capital gains had not been included
in his calculations. In all probability, if all
income had been included, the tax load above
$15,000 was below that for lower levels of

ingcome .

Moreover, when transfer payments of all
kinds were included, Maslove discovered that
the poorest income recipients still paid a
much-higher proportion of their income in
taxes than did those who wewe better off.
Indeed, for those receiving leag than $2,000
per year, the total tax load amdunted to more
than 60 per cent of all income. In contrast,
those receiving more than $15,000 income per
year paid less than 35 per cent of all income
in taxes.

The National Council of Welfare (1976B, 1978B) supports this view in
their more recent research on this topic.

24Lampman (1971B:26-27) points out that he and many other
economists seriously doubt that progressive income taxation will
reduce income inequality.  Rather, such-a tax system is seen as an
attempt by the state to take over the €tonomic power of the rich.’
Thus, Bertrand de Jouvenel (1951B:73) wrote that it is "...in effect,

far less a redistribution of free” income from the rich to the poorer..

than a redistribution of power from the individual to the state."
Although there is somé redistribution of income, it is not enough
to fund the social welfare programs for which the state assumes
responsibility. Conservatives view the emergence of the liberal
state as a '"disaster". De Jouvenel (Ibid.:77-78) writes that
. J

(i)nsofar as the state amputates higher incomes

it must.-assume.their saving and investment functions,

as we come to the centralization of investment.

" Insofar as the amputated higher incomes -fail to

sustain certain social activiékes; the State must

step in, subsidize these activities, and preside

over them. Insofar as income becomes inadequate

for the formation and expense of those people who

fulfill the more intricate of specialized social

functions, the State must see to the formation

and upkeep of this personnel. This results in a

transfer of power from individuals to officials,

who tend to constitute a new ruling class as against

that which is being destroyed.

v - -
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%SThe Canadian Government established the Canadian Student
Loans program for post-secondary students in 1964. Some of the
provinces developed their own programs to supplement this. Quebec
started its own loan and financial aid program for post-secondary
students in 1966. Newfoundland abolished all fees for first year
resident students at Memorial University in 1965. This was later
extended to cover higher years and living allowances.were also paid
togptudents. By 1969, however, fees were reinstated.

26Federal government support to higher education in Canada
rose from 14.3%7 of university revenue in 1954/55 to 43.9% in 1969/70
to 48.6% in 1971/72 (Munroe, 1973A:42-44).

27Because education ‘is labor-intensive and there.is little
likelihood of increasing productivity in the -educational sector,
costs will continue to escalate, vis-a-vis oyher sectors of the economy,
just to keep those employed in education at the same relative standard
of living. Graduate, professional, and technical education and training
have the highest per unit costs and are the least amenable to mechanization
(Buttrick, 1977B). ' ‘ ;

28Financia1 aid to post-secondary students includes BurSuries,
grants, scholarships, loans, and work-study jobs. The United States
Government pays 80X of the wages received by the students and the
university which provides the jobs pays only 20%.



CHAPTER VII.

'SUMMARY AND CONCLUSION

In the preceeding chapters we have traced the development of an
idea which has become so well-entrenched and fashionable in academic ¥
and political arenas that it has been enshrined in public policy and
become part.of our collective consciousness. The idea that knowledge

and skil

possessed bsbindiVidual workers enhaﬁce their productive
capabilyties and ;apacitiea such that théy co;stitute capital in the
nse that thé physical means of production conmstitute capital,
generate a stream of inéome, is what has come to be called
hupan capital by some neo-classical economists.
Humad'capital theory itself, however, is part of the paradigm
of functionalism which dominated all the social sciences during the
'1950's.and 1960's. In sociology, technological fﬁnctidnélism was the

‘
most accepted view of our modern; complex society. Within teéhnological
functionalism, the teéhnical—function theory of education was the widely-
accepted theoretical framework'f6§ socio1ogy of education. The macro-
level image of the "pos;-industrial"l society and the belief thét |
Western industrialized capitalist countries have entered that_stage
ofldevelopmehg‘since World War II is common to.both human_céﬁital
theory and the technical—function.theory of educétioq; /fhése-ideas
have been voiced. publically so much that belief %n”fhem (that.we are
indeed living ?ﬁgthe “poqt-induatrial" aociet&i/;s common to.academics,
politicians, ;n&‘the general public. ° ///4/ |
) e

In this thesis, we examined human cépital_thgory and the influ-

ence that it has had on public polilies, an§7on educational policies
y .. N l»( “ .
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in particular, from the sociology of knowledge perspective. Furthermore,
we have rejected the funcgionalist paradigm, and human capital thedry
in particular, because it has been found lacking on both theoretical

and empirical grounds to provide an adequate explanation of social

reality:

Some of the issues and questions which human capital thi?ry
has failed to adéquately explain include: 1) the expansion and subsequent
contraction of educational systems; 2) changes in the distribution of
personal income; 3) inequalig; of opportunity for individuals from
different groups; 4) the relationship between cognitive an§ technical

skills and jobs; 5) the relationship between education and adequacy

of job performance; 6) the high unemployment. rates and underemployment

of yelI;éducated indiy;duals; 75 the lack of economic growth despite
a better educated labor forfe; and 8) the clas; structuré of "society
and the ‘importance of ownership of physical c;pital for'qlas; determination.
Education has been~identified by Schulti and other human capital
economists as the main component of human capital whi;hvcan be, aﬁd
therefore should be, increased and imptGVed:ihfthe_Wéstern industrialized
capitalisngOuntriegg The situation'isﬂﬁbfe combigx in "the inder-
developed countries, wh;re other qoﬁpo&enta of human Eépital are also
greatly,underdeveloped. ' .
One way of determining the validityaof a theory is to.deterugne'
the effectiveness of policies derived from it. Halsey (duoteé in Byrne,
et. al., 1?753:52) states that "(t)heories postulate paths to stated

ends, therefore to test the validity of a theory is to evaluate the

effectiveness of a policy which expresses it."

\
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The expectations\of public policies, and especially educational
policies, which have been heavily influenced by human capital theory
have not been met.

One such expectation was that increased education, and hence
income, of workers would result in a significantly-more equal (or
less unequal) distribution of personal income, Along with this
expectation was the belief that poverty could be greatly reduced,
if not eliminated, by an increase in quality and quantity of education
and training programs for the poor.2 Just as individual produqtivity
and income were attributed to better educated workera, it was believed
that ngtional productivity and income were dependent upon a well-
educated labor force. Thus, public éxpectati;ns on all lévels of
education were vastly iﬁcreased during the 1960}3 in the developed
and underdeveloped countries alike, with the common expectation that .
natioﬁal pnqd;ctivity and growth would continue toﬂincrease and create
more wealtﬁ far both the nation and the individuai workers,

Social science research in the 1950's and 1960's was premised
on the belief that ec&nomic growth rates would continue to increase,
that demand for highly educated workers Qaé infinitely elastie¢, and
that the occupational structure would expand and become more dif-‘
ferentiated and specialized at the professional and paraprofessxonal
(technxcxan) levels.. Demand for unskilled labor was expected to drop
significantly, with many .unskilled occupations dxsappea;;ng due to
increased automation (capital subé;ifution for labor).

There was, i;.fac;, rapid expansion of the tertiary (service) -

sector of the .economy aftef’Wo;ld War II. Demand for white collar

.

workers was so great that the proportion of women in the Canadian work

212
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force increased from 19.8% in 1941 to 27.8% in 1961 to 35X in 1971,
‘whereas it atood at 13.3% in 1901 (Scheter, 1977A:398). The increase
in demand was greatest for salaried clerical workers and salaried
;ptofessionals‘accounted for the second largest in;reaae in demand
(Ibid.). Porter (1965{} has documented that much of the demand for
profes;iOnals and highly skilled workers in Canada during the 1950's
was met by immigration from Europe.

Technologicaifthaqgeg have affected>the production process
itself in the advanced capitalist states and this has had repercussions
in the social relations of producfion as well. Advances in science
and technoiogy have had the effect of accelerating production,‘increaaing
productivity and economic growth as well as cheapening commodities
produced; There has been a corresponding ch#nge in.the nature and .
structure of occupations as Well as in and between social institutions.
~The changing social, economic, and political reality'experienéed in
the ﬁransitioﬁ to monopoly capitalism, or "mature" capitalism, contains
new contradictions. The division of labor has beﬁome more specialized,
differentiated, hierarchical, fragmented, and more bureaucratic than
ever before. There has been an increase in fragmentation of tasks
accombanied by loss of control by workers over }heir work and a
subseqyent incréase in alienation. The petite bourgeoisie has been
virtually incorporated into the salaried labor force, many jobs have
been eliminated by automﬁtion, and the reserve army of surplus labor
has been increased.
Ano;her very impértant'idea central to the :heor& of "post-
indu;trial"'socigty,'andfintegral to bo£ﬁ hum?ﬁ capital theory and‘__

the technical-function theory of education, is that class society is

Wammagad, 0 e
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being transcended by the increased imporcgndé of human capital
vis-a-vis material capital in the generation of income, and hence
wealth, Educated workers are considered "capitalists". Their
"ownership" of knowledge and skills necessary for the production
process enable educated workers to generate their own stream of
income just as the owners of material capital are able to generate
a stream of income from the use of their capital in the production
process. The fundamental class distinction and potential conflict
between capital and labor are ultimately'"eliminated" by this human
capital coaceptualizagion of "post-industrial" society.
The'foqusro%_achieved attributes of individuals as the primary
determinant of their socio-economic status has led to the popular
belief that the system is meritoc¢ratic and as such, equitable; . B
Unequal rewards in society are accépted by most as 1egit§mate beca::e
the competition for success is seen to be‘épen to all. individual
talent and motivatid& #re thOught to be the‘qnly traits necessary’

. .. .03 . .
for economic success. Economic inequality™ per se is not considered

by most to be problematic, as long as it is based on achievement and

RN
*, . '

e, A

merit.
One's failure in' the educgtional.;;;tem and/or one's failure
to achieve upward social mobilif; arebéoﬁsidered ﬁhé failuféé of
in&ividua}s,'not qf théﬂsysfem. The individualizgtion of-failure'
preveﬁts people from aegiﬂg'the structural déterminants‘of economic.
inequality; The success qf economic individualism as a soéi;l myth

has been boosted by belief that public policies.have been able to-

provide equality of opportuﬁiﬁy.  E g \

v
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These expectations were part of the vision of post-industrial
society and of the paradigm of functionalism. As such, they had a
significant impact on public policy, and on educational policy in
particular. The primary influence has been the public subsidy ef
post-secondary education and significantly greater expenditures on
elementary and secondary education, made possible by direct federal
intervention in education both in'Cenada and the United States.

The failure of these policies to sustain economic growth, to improve
the relative as well as the.absolute wealth of workers (e.g., reduce
inequality in the dietribution of personal,income), to significantly
reduce poverty, to prov1de equallty of opportunity to all groups in
.socliety, and to provxde employment commensurate with the education

of workers has .resulted in political, ecooomic, gnd social crises.
Limitations of human capital theory aod the tecﬁnical-fuﬂction theory
of education are made more apparent "in the context of these politicel,
economic, and social crises'which haverplaguEd capitalist societies,

a

dewe loped and underdeveloped alike, since the late 1960's.

o -

. Direct state intervention in-the economy was considered
. . ) . <o : '
necessary for the resolution of the serious contradictions of advanced

'capitalis‘n{"which had reached culmination with ‘the Great Depression.

\ ~ '

The deve lopment of‘Keynesian“ecopomics and the philosophy of corporate

‘liberalism provided the framework for'this new function of tﬁe state.

i

State respons1b111ty for regulatxng and medxa;xng the economy vas

establxshed in the United States by President Roosevelt w1th the.
New DeaL4 during the late 1930's. Acceptance of Keynesian economic
prxnczplee and state xnterventxon in the economy ‘did not occur in

Canada, however, unt11 afte:,World War 11’ (Wolfe, 1977A: 259)

1
~
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The Great Depression spawned the need for national economic
planning by the state as well as the need for ;tate responsibility
for direct regulation of the économy.6 According to\David Wolfe (19774),
éhis interventionist and regulative role of‘therstate has led to an
expansion of its traditional functions to include’ responsibility for
both accumulation and,legitimation. The balancing of these two
potgntially conflicting functions by the state has led to the develop-
ment of confllét, and at times, crisis management.

In addition to regulating and mediating the economy, the state
has come to regulate aﬁd media;e class conflic;, and ultimately,
social control. The establishment of the liberal welfare state7-during
the past fifty years in North America and.Eufope has shifted much of
the responsibilityvfor éoc;al and economic &ell-being from the individual
toFthefstaﬁe. This puts .the sgate itself in a very vulnerable position;
social_and econqﬁic crises now have the potentiél to become éolitiéal
criaes8 and the autﬁority and legitimgéy of the-state itself is
threatened.. .

State regulation of ghe economy necessitated diréét gqvernment
involvement in education. In most of Europe an; the underdeveloﬁed
countrigs, educa;ion has been the responsibility of thé centralized
sta;é for a long time. In Canaéa énd the United States, howéver, )
-education is a»provincibal or 'stgte'-respbnaibility. Therefore, consti-
tutionally, the federal government‘i; either coﬁntry does not have
jurisdiction over education. ‘Nevgftheleas,rﬁhe federal goverﬁménts in

both countries have found iclnecessary-to intervene directly and -

indirectly in educ_atio'u.9
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Human capital economists were prominent in a strong lobby

by social sdféntiaca in the United States during the late 1950's
and early 1960's which presented an economic rationale for direct.
federal government intervéntion in and funding of education.’
Because most social scientists*believed the advanced capitalist
countries of North America and Western Europe were evolving into
npqgt-industrial" society and because of the grearagolitical concern
~over international competition with theASoviet UqéééﬁgQring the
Cold War era, development of scientific and technic@l expertise
became a national priority. Removal of socio-economic and psychological
 barriers to the development of talent, and thus, enhancement of
upward mobiiity for those members of the subordinate groups whb
possessed potentiﬁl talents valued by socdety, became the political
goal10 ;n thé basis of its perceived economic value for efficiency
and rationality. .

| The debate ovef’achooling during the 1950's can be viewed as’
part of the irrugg;e betﬁeen conservatives and modern liberals-over
the powers, functions, and roles 6f,the state. By 1960, it was
evident that liberalism would prevail. It is in this context that
human gaéital theory can be seen to have had an imporrant iﬁpact on
both the governmental levels and on the level of publlc opxnlon
In fact, much of the product of socral science research as well ;s
the functxonallst paradigm was utilized by liberals for their own
ﬁblitical ends. -

Human capital :heory ‘as well as the technxcal function theory

" of educat10n focus pr;mar11y on the economy, and in partlcular “on

the relar;onsh1p between the structure of occupations and the structure



of the educational system. .The discussion of équality of educational
opportunity must be seen within the context of equality of opportunity
for economic success in society because the primary aim of providing
equality of éducational opportunity is to enable "talented' members

of subordinate groups (the so-called "minorities' or 'disadvantaged')

" to achieve upward social mobility.11 It is the economic goal of
government policies and the economic r&le of education which human
capital theory and the technical-function theory of e&ucation address
themselves.

Whi le thciworldaéapitalist economy has experienced sustained

o

econoﬁic and monetary crises since 1970, welfare states have had to
contend with a fiscal crisi312 which ghreatens the very survival of
the welfare state. Attempting to reduce sky-rocketing natibnai debt,

liberal and social democratic governments in the advanced capitalist

countries have cut back on expenditures on social welfare and education,

on those very programs which were the fruit of liberal political reforms

’

since the Great Depression.
Thus, with the proglems of increasing iﬁflatiou13 and unemploy-
ment, accompanied byha levélling off and decline_in economic growth
rates, it seemed gpparént to many tbétrthe p;eviquély accepted relation-
ship between education and wealth needed to be“re-evziuated. The
tremendous expansion of educatiom apd~suboeguedt upgrading of the labor
forée did nqt'seem to have resulted in a sustained increase in economic
growth nor in provision of equality of oppbrtunity for #11 groups in
society. | |
Human capital theory broqght education into the realm of
economic analysis by treating‘it as an %nstitu;ion;which provides a .

>
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public service Ly functioning to increase capital accumulation and
economic growth. Thus, the "eco-omic value'" of education is of
central concern to human capital economists.

There were two drastic¢ alterations in the demand for education
within a decade. High demand for education in the early 1960's,
which human capital theory appeared to explain, dropped significantly
in the late 1960's. Since then, it has not appeared to be efficient
or ratioagl for governments to continue investing in education.

There has been a resurgerice of the geliéf that schools consume capital
rather than produce it. Even liberals now think that education is
ccnsuming more capital than can be productively utilized.

Thus, education'wai cOnsidered out of step with the econowy .
during the 1950'3 and early 1960's because of the shortage of ﬁighly
educated workers, K and the high demand for them. By the late 1960fs .
and early 1970'9; this was reversed; rather th?n lagging behind the
economy, education became '"overheated", consuming a great amount of
social resources and "producing' large numbers of highly educated
individuals, most of whom could not be employéd to their productive
capacitie#. Demand for workers, whether highly educated or not, had
dropped siguificanély as the world economy contracted in stagflatiom.

_In times of fiscal crisis, governments are trying to eliminate

as many non-productive investments as poagible -~ to ihvest their

limited capitai in sec;ofs which biil yield the ﬁighest rate ,of getutn;
For example, there has been a définite shift away from massive sybsidies
to post-secondary education and an increase Qf ;ost to individuala.”
Schultz views this shift as ieading ;o , rational deci?i;n-making

by individuals and a realignment of their peétations with the realities

o
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« of the market§place. This has also been viewed as a rationalization

of public policy, since physical capital formed by public investment
is not transferred to individuals as giffs. As such, it is within the

scope of human capital theory. Thus, governments have developed

. student loan programs. as velllas other financial aid schemes for

s tudents.

v
The rationale for educational reform then, as it often has
been, was to restore social and economic (and one could add, political)
\\ ' 3 - . 7
equilib®™Mum. Just as expanding education in the previous decade was

rationalized in terms of economic needs and efficiency as well as

. social equity, the contraction of education by austerity budgets and

lowering of public subsidies as vell as expectationa14 were done for the
same reasons when the -economy went into the new crisis of stagflatiom.

It isdifficult for individuals, just as ig is for governments,
to continue to place high expectations on the educational ;ystem in

light of the lack of economic demand. Without economic demand, and

]

‘hence employment, it is difficﬁlt, if not impossible, to achieve any

upward mobility.15 It is even difficult for mamny to maintain their

current status. Rather, many middle-class white males have been,

. for the first time in at least twenty-five years, experiencing downward

mobility. Underemployment has become a major problem; along with

uﬁemployment. One could view labor force stratificstion in terms

of some employed, many underemployed (mostly the wéli—educated); and

many unemployed (mostly those with high school education or less).-
Just as the.éorsening ecohomy presented an economic crisis;

the liberal policies of most Western industrialized capitalist countries,

including the basic concept of the welfare state, came under criticism



for Leing unable to deliver what they had promiaed.16 The political
cri;is of liberalism, then, was brought about by the economic crises
experienced since the late 1960's. |

By the mid-1970's, there was strong support for neo-conservatism
b; the general public as well as by many academics and politicians.
With thisf governments have changed their economic, social, and educational
policies in “an attempt to deal with the change in)ﬂocial reality and
the many contradictions it has exposed.

Since 1970, federal governments in both Canada and the United
States beg#n serious consideration of a negative income tax, a form
of guaranteed minimum income, fo replace all existing social welfare
programs and services in an effort to rationalize and economize their
expenditﬁres}7 The fiscal crisis of the state was a major concern of
both governments, as it waa-elsewhere.. Though governments had taken
responsibility for economic growth, and the power to intervene in the
economy to ensure that grawch, they were experiencing great frustration
;t being unable to resolve the new crisis of stagflagiOQJ

" Government responsibility for maintaining aggregate dewmand

(emp loyment, production, and purchasing power), had itself come'under\-
q stion, ev;n by liberal and ;ocial democratic govemments. Canadian
(Liberal) Finance Minister, Jean Crétien, ;xpressed tﬁis new conservative
" bent” when he said that
(pleople bfame the government and put too much
faith, at the 'same time, in the government. The
ifitervention of the’gOVernment has to be nargig;l,
under the present circumstances...The economy is
decided by millions of decisions om a daily basis
by individuals. It is a collective mentality, and

a Minister can hope, through his taxes, to cregte
a climate that is good (Gonick, 1978B:124). -
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Gonick (1978B:124) points out that

(w)hat this amounts to is government
abdication from responsibility for directing
the economy, a direct denial of the 1945
commi tment to maintain full employment. It ‘
is also an outright admission that the state
operates only at the edge of the economf,
able, at best, to nudge it slightly but

‘powerless to alter its basic course. In

particular, Crétien is saying that he has

no answers for stagflation, that he can
solve neither unemployment nor inflation
under!?reaent circums tances" :

Furthermore, perhaps as much to lower people's expectations

so as to be "in touch with the market place' as to appease business,

(t)he government budgets over the past
three years have been deliberately designed
to sustain a massive amount of unemployment.
They are budgets of planned unemployment.,
Their goal is to deliver a docile, worried,
labour force, one that is willing to work
for less, that is willing to heed their .
master's voice, and that is less prone to ;
strike (Gonxck 1978B:124-125).

Increased unemployment affected the public sector as Y:l}‘

In February 1978, Jean Crétien announced that

(w)e were able to put all the governments
together, from NDP to Socred, and say that
the public sector should take less growth
than the gross national product, that foreign
investment is welcome in Canada, that compen-
sation'in the public sector should no longer
be the pacesetter (Gonick, 1978B:125).

After the failure of mandatory wage and price controls -to
Ay v

¢ontrol mflqtlon in North America, the Canadian and United States

. -,K"‘ .
#ﬁgovernments have taken a neo~conservative position regarding the

responsibility and functions of the state. "..;(G)OVernment leaders

-

applauded private .industry as the creator of jobs and wealth_and“'

o pledged to get out of the way and let private enterprise show what
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it could do" (Gonick, 1978B:125-126).

Social and educational policies, like economic policies, are
limited by political considerations, the availability of financial
resources, and --search available to political decision-makers, often
of a conflicﬁing or unclear nature (Byrne, et. al., 1975B:13).

There have been significant changes in all three of these variables
since World War II.

On the macro-level, Carnoy (1979B:2) reminds us .that the

state is not
..a benign spectator in the process of.

economic and social change...(C)hanges

may occur because of h particular develop-

ment process, but the process itself is

not unalterable or uniquely optimal; if

certain trends toward equality or inequality

occur, it is because the type of development

chosen generally suits the groups thh econ-

omic and p011t1ca1 power .

The shift of responsibility for economic dec¢ision-making
and economic well-being from the state to the individual cannot be
viewed as politically neutral. Likewise{‘gbé shift.in responsibility
for scholastic success and educational attainment“as well as for
wastage of talent from the state to individuals is not neutral.
These issues are public issues as much as they are private ones (Husén;

Byrne, et. al., 1975B:45).

/

Social science theories, and the paradigms to which they beloqé,

are themselves social products. "(S)pecific theories, énd'their_ //

- . /

- » - L3 - /
accompanying methodologies, do not arise im a'social vacuum, but /
rather are rooted in material relations of production and thetgfore

serve specific economic and political interests" (Sti&ling.and(xouri,
N : /

19794:169). | . : ‘ /
’ i /
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The psychological theories‘of learning and achievement which

. prevailed prior to the mid-1950's were based on the psychological

o

model of inherited ability as measured primarily by 1.Q. tests. The

1] “«0"‘

‘conéervative, individuglistic‘positiOn pérvaded thesg the9ries (Byrne,
et. al., 19758:19). |

By the mid-1950's, modern liberal ideas began to permeate
psychological theories. The idea that environment shapes and
influences behavior and measured inteiligence was widely accepted.
The distribution of ability an; educational attainmen; were viewed
as more dependent upon environméntal (social class) factors than
on gengtid“oneq. Thié was ;11 part of a movement in political,
Téconomip, and social terms away from individual respomsibility t&
state and social responsibility. Socio-éeconomic struCtu:és took
précedence‘over individuals. Attfibuteg of individuals were seen
to be shaped by these structures. Thus, during the late 1950's. and
T960's, the class-culture model of educationgl attainmwent developed
and pfevailed‘over ;he_previous more conservative, agéressively
individualiétic psychological one that Qiewed individﬁals as socially
and economically "fixed" by.genetié end;wment. \

There has not bpen_#greement about fhe kind<of>policies that
should bg developéd, the level éf intervention, or even what effects
education'hﬁs on.society. Tﬁere has also been disagreement on how |
much educational reforﬁ will affect sociéty - or even whether edu-
cational reforms will thémselve; be limited by society. These disa-

greements have been both political and philosophical (Bymme, et. al.,

.1975B:28). )
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(M)any...fail to appreciate the structural
nature of the concept of class. As a result
they fail to distinguish between those védri-
ables relating to educational attainment
which describe individuals and those which
relate to the properties of the system in
which people find themselves. Put another

" way, no firm distinction has been made
between system inputs and personal inputs
into the process of educational attainment
(Byrne, et. al., 1975B:28-29).

Although soFio-economic structures haye been recognized as
having signific;nt influence:on'the educafional‘atfaigmenf of individuals,
educational. failure has been.personalized, jﬁst as the liberal concept
of class has been irivialized18 (Byrne, et. al., 1975B:29;31).

The question whether or not wastage of talent rates are to be
viewed "...as the aggregate of thousands of @isinformed, disinterested
decisions about the worth of gduc#tion, o; the predictable outcome of
the structure and operation of education systems at national aﬁd local
levels" depends on whether or not one considers educdtional attainment
* to be more actribﬁtable to éenetic endowment or the structural inequal-
ities of class society (Byrme, et. al., 19753:30-31).

Halsey reminds us.that "(a)n adequate theory must also attend
to thoge.structural‘inequalities of resource allocation which are.
integral to class séciety" (quoted in Byrne; et. al., 1975B:31).

'“vThe class-cultural model of educational attainment, like
human caéitai theory, ig'p§rt of'the‘pétadigm of fuﬁbtioﬁalism{ In
this paradigm, value éoﬁséhéua (or ideological agreemﬁnt) on basic

»éocietal issues is és;umedsto be the hqrﬁ. It i; coﬁsidered'to
provide a.motal fo;ndation for soéiéty, facilitating stabiliéy and |
harmony between jrogps. Education is cpdhidered a key inatitution

for the maintenance of this consensus.

WL S
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A thorough critique of functionalism is beyond the scope of
this thesis. Rather, we are pointing out some faults with the
paradigt which we consider to be criqical: Human capital theory,

the technical-function theory of eduoation, and - other aociological

and paychologlcal theories which are part of the paradigm of functional-

" ism have faults in theory and in research which contrxbute to. the

o
J

lack of congruence between the goals of publlc policies developed
under the influence of these theories, and the results.

If legislation is based on inadequate sociological
of psychological theories either about learning
potential or the interrelationship between systems
of education and social structures, it is inevitable
that the manifest goals of such legislation will not
be realized (Byrne, et. al., 1975B:18).

This does not mean that the fault for the failure of ‘public
policies lies entirely with social science research. Politicians
often are either not aware of research results or are unable or
unwilling for a vatiety of reasons to utilize them.

It is a characteristic of public sector decision-

making in the United Kingdom that it is ad hoc

and partial. By this I mean that it is frequently -

a matter of respdndlng to events rather than antici-~

pating and preparing for them, is usually lackxng in

basis of empirical knowledge and is always pursued
vithout due regari to many crucial interrelationships

. (Peston, 1969A:70) : : s
When graduate unemployment and unc_leremploylaent be'e‘a;ne- b:}deapread -
'lnvthe early 1970}3 in North America, a.manpooer planning approach to
e&ucat1onal plannxng and Job placement was undertaken by the Canadxan
vand United States governments. Wxth a axgnxfxcant drOp 1n aggregate
-demand the economlc opportunxtxes provxded to rndxvxduals by :he1r
educatxén alone were revealed to be very poor, wzth ‘the exceptxon of

' a few occupations~--'pr1mar11y in the health care field.



Human capital theorists stated that the probiem of unemployment
and underemployment was not due to lack of aggregate demand, but to '
~ the guality of.the‘}abor supply. In other w;rds, individuals were
not making rational dgcisions "in touch with the market place" when
deciding what type of education or training they would pursue.

Human capital economists persisted through the 1970's in stating that
there was still demand for highly educated people to fill éenior
positions in the labor market. Thé problem of unemployment and under~
employment was still conceptualized by humgn cap.tal economists as |

’

one of labor qualigy not lack of jobs.
The limits of educational reform, and of life chaﬂce;, are

well set by the labor market -- especially in times of poor &émand.

Thisihas been realized by many since opp;rtunities for emplo&ﬁent

" have become‘much scarcer for most people during the 1970's.

. The labor mark?c itself must be seen within the class structure
of society;' While anilysis of theilaborAmarEetlg lies outside thg
scopé}of this thesis, if is relevanﬁ to our anglysis to_regli;e that
s;éuctural cﬁ#récte:iﬁtiés of the labor market are more imﬁortgnt than
. worket attributes in the d;termination‘of ﬁho‘gets what jobs and for
.what rééards, fhe hie#archicél structﬁre of occupatignsvin advanced
capitalist societigs serves a political funétio;_(e;g;, enhanéement
-of ‘capital accumulaﬁion).zo The‘political~fun§ti0n is obscurred by

4

emphasis placed on economic explanations.

While some?humaﬁ capital economists have conceded that cyclical

: unemployment,‘not,eduéation,.éa the most importént fdctér in explaining
incdme'inequﬁlity in the United'Sta:eSZI-the'émphagis of maipstream"

 human capital analyaiszhas continued to be on the importance of
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ﬁatcﬁ{:g demand with -an appropriaef quality of labor supply.

Human tapital theory completely ignores the political functions of

)

education and labor market dynamics. Questions of educational
attainment, equality of opportunity, and economic inequalitiee cannot
be’adequaﬁely understood by focueihg on purely economic considerations
and ignoring the poli;ical ones. |

.(I)t is to be expected that education

w111 reflect what key groups in soc1ety

"regard as zmportant educational aims

and these in turn will reflect what such N
. groups regard as important social and

economic needs.  Historically, of course,

such needs have always been defxned in

labour market terms .

It does need to be'emphasised; however,
that the labour market is a fundamental con-
straint ‘on the education service of any
society. In a given '>cality the labour -
market sets the boundamges for soc1a1—c1ass
formation (Byrne, et.. al., 1975B:45).

..(L)ife chances in education are deeply

implicated in, the .logic of operation of a )
social market economy. What can be provided .
as ‘a framework of opportunity is determined, /
ultimately, by the character of local labour

markets. What is provided as education is

‘the outcome of political compromise. What ST

can ultimately be achieved by any group of

children is limited by the.hierarchical
~character of work organ1sac10ns In short,

educational attainment is a public issue not

a private achievement, an artefact of the

distribution of .power in society rather than

the distribution of intelligence (Ibid.:46).

. Carnoy (19713'1/17) reminds us'that

(e)conomxsts first became xnterested in edu-
cation because of its role as an input into
economic growth...the treatment of education
as an inveetment.invhumap capital and the rate,

. of -return analysis associated with it is seen
by many economists as the basis of understanding .
the" relat1onah1p between education: and‘the econ~ .
omic system. : ' '

> ..
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Research by human cépital econohists indicates that "...
average pecuniary earnings of individuals with more schooling are
“higher than earnings of those w1th less sch0011ng" (Carnoy, 19718B: 1/17)

it is also a well—known fact that if educatlon is publically
subsidized, many more people will attend school than would if it was
not subsidized. Carnoy (1971B:1/17) points out that "...the contri-
bution of schooling to different .groups in the society varies according
" to their political power or their ability to gain control of resources
associated with elite-oriented education."

‘While human capital theory focuses on dn economic analysis of
education which appears to be scientifically-based and hence politically
neutral (though amenable to modern liberal concepts), sociologists and
: polltxcal economists recognize the political functlon of education.
Carnoy (19713;1/6) points out, however, that most sociologists have
rgcognized the elite bias of educa;ion but have not extended sociol~
ogical elite analyaié22 to the economy.

Social scientists have lihg recognized

this elite bias in the educational system,

but they have chosen to ignore that a system

with this bias bases its strategy of skill

productxon primarily on political grounds -~ . e

on income and status considerations -- and

vnly aecondar11y on considerations of maxi- -"v

mizing economic growth or the potent1a1 '

-.social contribution of all members of the
society (see Smyth, 1970). Economists assume,

. tacitly, that.all students (parencs) can
choose the amount and nature of skill pro-

ductlon desired. They do not recognize that - T N s

the ingtitutions themselves determine students" ‘ o j‘m;{'

.0 . future roles through tracking, property tax - oo _‘?ﬁa
g ) base financing, and the nature of school ‘ , j
. social relationships (on thxs last part, : S ) RS f?h

see Fnedenberg, 1965). : S s A = v
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Carmoy (1971B:1/7-1/8) has developed

..a dynamic model of rates of return to
different levels of schooling based on
the elite~formation school system...
The model explains how a monopoly rent .
to investment in schooling shifts over
time to higher and higher levels of
schooling and is eliminated when non-
elites dominate the enrollment of any : SN
schooling level. - ‘

political function of education in underdeveloped countries,

e.g., eiite-forma'ien, hae been fecegnized by economists but only
ae'a néxessary step in modernizing the eeonomiee.23 Most of the
literature d ng with elite formatiom in underdeveloped countries
has been written by sociologists, not economists; |
Human capltal theory osten31b1y prov1des politicians, academics,
and the general public w1th an economic ratlonale for the polxtlcal
intervention iii education which during the 1950's and 1960's resulted
in large-eeald\expansion; mostly at puﬁlic exéense, of the educational
system and an increase in part1c1pat10n rates and edueatlenal attaznment.
In the 1970's, human ‘capital theory provxded the economic rat1ona1e for ' .
the polltxcal deeleldn.to draac1cally lower public expendxtures and g .
laubsldles to education and a_d1sasaoc18t10n of the s;ate,from responsif
"bilitj for i%sividuel educationel'decisionﬂmaking and eventual = - {
occupational attaigment. ‘ \ |
Fefihif.eeonomic r#LioSA1é leaves out the"political rationale for
euch deeieions and‘pelicies. Although socxologxsts have indicated
the benef1c1a1 effects of expanded educatxou on social as well as
‘econamxc development, and on the contrxbutxon of hxgher educatlon to

upward mobxllty if not entlrely to elite formation, they have not

-

pa;d'much attentlon_;o the;r lxmxts.‘ Not m atten;xon has been
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to the problem of conflict between human capital elites and physical
capital elites.ZQ

Comprehensive discussion of elite analysis and the political
functidns of education are beyond the scépe of this thesis; however,
cursory‘réference to this issue is necessary in order to highlight
the inadequacy of the economic focus of human capital theory.

Ignoring the structure of the systen has

influenced the type of questions asked by econo-

mists and often caused misinterpretation of their

results (Carnoy, 1971B:1/6).
This is why, for instance, ratés of.return to investment in education
in the United States,‘Canada, Western Europe, and underdeveloped
coupﬁries are gimilar aeepite being "...at different stages of
deve lopment, with éignificant differences in the ratebof expansion
"and average 1evé1 of echooling.;.h (Carnoy, 19713:1/6). The éeémingly
;a-polxt1ca1 nature of human capital theory also accounts for why the
human capital’ explanatlon for differences Ln rates of return to dif-
ferent groups in soc1ety with identical levels of education are 8o
’ Qeak and implausitie. Carnoy.aiho sté‘.' that somé of the problems
encountered in production function analysis of educ;tioncmay also be
due to the iaék of consideration of qifferential education for elites
;hd non-elites.25 Viewed fromangolieical perspective, "(s)ch;ols~
"may be efficiently préducipg a-different set of outputs for elites
than for'non—elites",(Lgig.?1/7). |

"Félthough thelfgcus of human capital theory ﬂan béen;p:iﬁérily .

on ecoﬁomiclrélationships between education and occupation;yit did
provide sﬁpport for ;hgzpolitic§1 rationale fgr expansion, democratization:
and‘subsidizitign,ofipgec;secondary educht30n during the late'1950's;

N
/
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and early 1960's. This political rationale was two~fold. On the

)
international level, tHere was the outright competition for scien-
tific, technological, and ideological dominance. Nationalism was
strong during the 1950's and early 1960's.  In addition, there was
also strong public ptésaure on politicians to support public subsi~"
dization of post-secondary educdtion. This social demand for expanded
tertiary education was related to the public perception of post—aécondary
education as the institution most suitably geared to employment prep-
aration, and hence, as the new vehicle for social mobility. The
idea that post-secondary education is necessary for productive employ~-
ment and as a means of achieving social equi}y is not new. Subse-
quently, with the development of the inve*?ment model of education
by Schultz and the resulting growth and impact of human capital
research by economists, politicians were provided with the economic
rationale which suited their political rationale for direct public -
control over and subsidization of poat;aecondary education.
It was defxnltely the use of post-secondary
education as a social escalator and, for a time,
as an xndxspensabLe tool in the race with the
Russians that justified the unprecedented infusion
of resources into post-secondary education both
in the United States and 1n Canada.
C...to put it rather bluntly, the 1ntroduét10n
of an overwhelming public. support has resulted
in the politicalization of post-secondary edu- o
cation. Since the government is the main agent
in this process, it will, whether it likes it
or not, bear the brunt of responsibility for
whatever uses and abuses our society makes of
post—secondary education (Ontario. Commission
on Post-Secondary Education in Ontario, 1971B: 13)
‘Thus, the political role of education supercedes the economic

role. Income :and status didtributioh’fdr social reproduction of elites

a
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P
and non-elites are the primary political goals of education; tﬁe
economic and social contributions of all members to society are
secondary goals (Carnoy, 1971B:1/6). |

“‘The'expansion of education has led to risihg expectations which,

for many, have not been met. The role of schooling in society and
the benefits to individuals of increased educational attainment have
come under criéical reassessment by governments as well as by |
individuals. Research has proven expécéaciOns of increased schooling
of the work force leading to‘increased.economic growth, a lessening
of the inequa{ity in the distribution of personal income, and an
increase in social mobility to be false in both the devéIOped and
the underdeveloped countries (Carnoy, 1979B:1).

Attempts by governments to balance economié efficiency and
social equity since the late 1950's have not resulted inrq relative,
over-all improvement in the standard of living for most workers.
While it wa;‘possible for governﬁents to sponsor programs desjgned
to emhance social'equ;ty at the éxpense of aomé economic efficiency
d ing the-i960's, this has not been: the case during the 1970's.

The result of this reversal of priorities‘has been a-géneralized,
political brisidv-; a crisis of legitimation.

The legitimation of increasing economic inéquality has come
under question. It is a political problem because "...legitimation
of économiq inequality is critical to the political defense of the
fundamental inétituﬁionq which regulate th; u.s. économy" (Bowles- and

\Gintis, 19773:2&6). | |
The legitimation -of unequal_-réwards hu“ost:ensibly been based

on merit, which it{glf has generally been measured in terms of
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educational attainment. This way of stratifying society bas itself’

‘come under question along with the legitimacy of educational credamtiils.26

There is an attack on credentialisw both in academic c:‘.::c:lesz'7
as well as in schools themselves, reflected by the high rates of
trugncy and crime. The nugﬁpéity aﬁd legitimacy of education has
declined. During the 1970's, "...schools have lost their authority
in the minds of some p;ople"l(Squirea, 1979B:197).

Affirmative sction programs designed to enhance equality of
opportunity have comé under attack for yndermining meritocratic:

ptinciples,28 and for lowering the standards and quality of edutat:ion.29

o
Racism and class conflict have also intensified as education locses
.i:a‘ status as légi;imntof*of the social orderso (Squires, 19798:197).
If we accept'lﬁat ".ﬁ.schooling_is 4 servant of the economy
and society...tanq that] the economic and social ;tructure of all but
a few societies are dominated by. elitgs Qg}ch [sic] use schooling to
further their own needs and goals" it is not difficult to understand
that the "...purﬁ%ﬁe and effecg.of school expansion d¢annot be separacedr
from elite‘c;ntrolj the benefits of additional‘ichooling accrue to the
elite. Ndh-eliteé are left,largely with illusions/qnd disillusions"

&

(Carnoy; 1971B:0/2). Likewise,‘"...the argument that increased

schooling leads to imptovéd‘social mo;ility and income distribution

is ambiguous at best...The more unlike. in cultufe the elites and nonf
elites are, thé lesa possible it is to reach eéuality" (Ibid.:0/2;0/4).
Just as human capital theory and the technical-funétion theory
of :;ucatipn pr;vided an economi;-tationale for the staée to intervene

in education, pfoviding huge public subsidies and encouraging higher

rates of educational participation for the non-elite, so those same .

A}
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theories are being used as a rationale for reversxng these very

policies. In the former case, the: expansxon of education durtng

the 1950's and 1960's was consonan; with sthe social demand for
education, with the high demand for well—gduclted>wdrkera, wi th

igh rates of economic growth, and with seeming'v inc;eaaing prosperity
for all. In the case of the latte;,-hoﬁevef, the . "cooling~out"

function of education has not been working smoothly.31 Deapite

v

the highly stratified and diversified nature of education nowadays, -

AR

underemployment and hqemployment are probiema which chip avway at

_the authority and legitimacy which education and, indeed, the state
O . . . .

itself have had in perpetuating the myth of an open society charac-
terized by equality of opportunity’ for all.

-

Contradictions which have intensified throughout the 1970's

will not be resolved by state abdication of rdsponsibility. The

!

A

orary. We share Gonick's (19783:1274128) opinion that

.some form of central economic planning is . .

Lnev1tab1e in all industrialized countries.

Without it, cap1ta118m as. an gpoaomlc system

is unlikely to survive. The strains, contra-

dictions and problems .demand some new
ra:1ona1121ng effort...The question that,
matters today in Canada is not planning
‘versus no planning, but plannxng by whom
and for what obJec:1ves

a2

Education has taken much of the brunt of the turmoil, contro-

versies, contradictions, and conflicts which have surfaced in most

]

advanced capitalist countries since World war)!I. The debate which

o

raged in the political arena as well as in asademe between social
scientists about the relevance and, indeed, fitness of the aducational

' - X $ .
system in meeting the "needs'' of the economy,” of society, as well as
A T > :
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of individual students, was primarily a clash between conservatism
. 4 . o :
and liberalism and intensified by the ideological warfare with the

Soviet Union. . '

That debate of the 1950's and 1960's continues today but under
very changed socio-economic and politiéal circumstances as well a;
under ver&vdifferent terms. The issue of the‘fitness of the' educational
system serving the '"needs'" of the ec6nqmy continues but a more important
issue is that of the function of education. Now we are being told
that education is for self-fulfillment and culture, not necessarily
for employment;}reparainn}’that life~long education means we no
longer are denied equality of opportunity %f vwe fail because the
doors are always open.to go back and try again. It is.still too
early to know whether or dot these new strategies will work, whether
expectations will be lowered ;o that adjustmgnt to more oppressive,
alienating conditions is achieved without more tu;moil.-

lene Fhing is clear. Education has been used, ;nd coutinpea to
be used by the political elite of the ruling class as a key institution

for the legitimation of changing social, economic, and political realities
; _ . g .

4

and to generate ideological support for the kinds of public policies

and strategies used to minimize the impact of these crises.
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CHAPTER VII

Footnotes ,

1Centra1 to the theory of '"post~industrial" society are the
‘posited effects of science-based technological innovations on the
occupational structure (as well as on' the structures of power and
authority) and the focus on the university as the key institution
in society (because it produced theoretical and practical knowledge
and technical skills crucial for the maintenance and advancement of
a "post~industrial" society). ‘ :

In the "post-industrial” society, a new factor of production,
expert knowledge, emerges and eliminates the "antagonistic relations
of capitalist production'. Bell (quoted in Thatcher, 1978B:194) says
that "in effect, not labor power (and the working class) but science
(and knowledge classes) is the 'decisive factor' in the growth of the
productive forces of society. N .-

Thus, "post-industrial" society is the result of a ", ..gradual
evolution from a capitalist to a technocratic type of economy' (Thatches, s-
1978B:195). It is post-capitalist; and as such, class is no longer
determined by ownership of the (physical) means of production. . The
antagonistic categories of capital and labor are rendered anachronistic.

In the technocratic economy, functional
efficiency, evaluated in terms of technical
skill levels, provides the commanding criteria
for tht allpcation of individuals to authority
positions (Thatcher, 1978B:195).

= - ! ’

Production and administration in post-industrial society are
automated, computerized, and bureaucratized. Expert knowledge is the
scarce factoxr which becomes the single most important and powerful
attribute. ‘ :

"~ Technical advancement in Western industrialized capitalist -
countries is science-based; so higher education has become essential
for the development of technical skills and knowledge which have o
become the new basis for authority and power. Post-industrial theorists
asgsert that power, which belonged to the owners of physical capital in
capitalist society, has shifted to a highly educated, technocratic elite
in the post-capitalist, "post-industrial" society. .

2 .- .

, Furthermore, post-industrial society is posited to be merito~
cratic. Power, status, and wealth are all to be earned through ’
achievement based on mastery of scientific knowledge and technical
skills -- not Basgd on ascriptive or particularistic factors.

, Expert knowledge based on science and learned in institutions -
of higher education and the principle of merit based on achievement

R .
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rather than ascription are central concepts common to post-industrial
theory in sociology, human capital theory in economics, and the
technical-function theory of education. These theories focus on the

key role of schooling in the production of knowledge, as the institution
geared to the production of cognitive and technical skills, as the
vehicle for upward mob111ty, and as the ultimate 1eg1t1mator of the
-gocial order and one's place in it. ~

Bell (quoted in Karabel and Halsey, '977B:607) describes the
post-industrial society as a meritocrady in which

(d)ifferential status and differential income

are based on technical skills and higher ed-

ucation. .Without those achievements omne

cannot fulfill the.requirements of the new

social division of labor which is a feature

of that society. And there are few high

places open without those skills.

.Technical skill becomes a condition of

operative power, and higher education the:
means of obtaining technicgl skill. As-a .
result, there has been a shift in the slope
of power, as, in key institutions, technical
competence becomes the overriding consid-
eration...Increasingly, the newer professional : ,
occupations, particularly engineering and :
economics, become central to the technical .
decisions of the society. The post-industrial ,
'society; in this dimension of status and power,"
is the logical extension of the meritocracy;
it is the codification of a new.social order

B based, in principle, on the priority of edu-
cated talent. ~

In social fact, the meritocracy is thus
the displacement of .one principle of stratifi-
_ cation by another, of achievement for ascrzptxon.
In the words of DanLeI Bell (quoted in Karabel and Halsey, 1977B:608),
"(t)echnical skill, in the poat—1ndustr1a1 sogiety, is what . tl§g, econo-
mists call 'human capital'."

2'l‘he poor includes individuals from m1nor1ty ethnic and racial
groups, women, the elderly, the young, the disabled, and white males
with less than a high school educatxon - whether employed ‘or unemployed.

3P011t1cal and social equality of all 1nd1v1dua18 in. spc1¢cr iw};j;.

stems from liberal philosophy and English utilitarian philosophy.
The equality to which most. p011t1c1ans and social reformers of the
1960's and 1970's refer is social and political equality. Economic
equality for all is not a goal, Economic inequality which is not

i

~
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based on achievement and merit, however, is seen as illegitimate,

4One of the main ideas of the New Deal was that increased
government spending would increase effective (aggregate) demand,
. dampening, if not eliminating, the downward phases of the business
cycle. This would stabilize the economy and the resulting economic
and social climate would be more favorable to both capital and labor.

Unfortunately,

(t)he New Deal managed to push government

spending up by more than 70 percent, but

this was nowhere near enough to bring theé

economy to a level at which human and

material resources were fully employed...

unemployment was still well above 15 .
percent of the labor force (Baran and Sweezy, 1966B:175).

Only the outbreak of World War ‘Il saved the American economy .

5Oanada has a unique position in the Western capitalist world
because of its hinterland, dependent status vis-a-vis the United
States (and, previously, Great Britain). Canada did not become an .
industrialized capitalist stage until after World War II. Though
Canada has since entered the phake of monopoly capitalism, it is’
a very peculiar form because of the branch plant economy and the
fact that nearly all of the large, multi-national -corporations are
foreign~owned. So, although Canada is a "developed", modern, industrial-
ized, capitalist society, it is very much an "odd" case vis—a-vis other
Western capitalist states precisely because of its hinterland status
as a nation. .

b

! . .
?State.ecqnomic planning to minimize, if not eliminate, severe
fluctuations in the business cycle (as well as the resulting socio-
economic and political crises) includes the development of appropriate
discretionary fiscal and monetary policies to regulate aggregate demand, . -
provide a favorable invegtment climate (e.g., high profits), high ~
and stable employment, relative market, bility, ‘and a rising standard
‘of living, as well as labor and social we lfare legislation to pro¥ide
- a minimum level of socio-economic secyrity for all individuals. '

Justification for state intervention in the economy was "...based
on the Keynesian view that the general level of activity in the economy
was governed by the level of investment and the level of ‘effective
demand" (Wolfe, 1977A:252). Accordingly, it was arguéd that the state
should maintain a high level of effective demand "...to improve private
firms' expectations about the future rate of return on their potential
- investment projects, and thereby to guarantee a high and stable level
of employment and.income. for the whole economy" (Ibid.:253). '

Discretionary fiscal and monetary policies (deficit and surplus
budgeting) are used to regulate economic growth —- to Qt‘iilizq it.

s : - SRR



/

240

Governments have alternated between expansionary and restrictive
fiscal and monetary policies depending on the relative severity

of economic and political crises as well as in response to the need
“for balancing accumulation and legitimation functions 1n light of
pressure from both capital and labor (Wolfe, 1977A:269)-

Baran and Sweezy (1966B:145) consider the tremendous surplus
of goods and capital to be characteristic of advanced (monopoly) '
capitalism and that "(i)t has been through changes in the overall
total of spending that government has ‘exercised its greatest influence
on the magnitude of effeoéive demand and hence on the process of
eurplus absorption.'" Government spending in the United States has
increased absolutely and as a percentage of GNP since 1903 (Ibid.:146).
Indeed, there has been "...a strong tendency to keep pushing up the
level of government spendlng”; ", ..more government spending means
higher incomes out of which increased taxes can be paid" (Ibid.:163).

Growth of the Canadxan money supply during the 1970's has
more than doubled the rate maintained during the 1960's (Wolfe, 1977A: 267).
Canadian (federal) government total cash requirements have increased
from a def1c1t of -$376 million in 1960 to a deficit of -$1,507,000,000
in 1975, with a deficit budget from 1970 through 1975 (with the exceptiom
of the Nov. 18, 1974 budget, which had a surplus of $25V million) (Ibid.:266-
267). ‘ : .

O'Connor and Offe point out that state intervention in the
economy and responsibility for its management have reduced the risks
for both capital and labor. By taking on the functions of legitimation
and accumulation, the state has become answerable to both capital and
labor. Capital is subgidized, guaranteed high levels of demand, and

. provided with relative market stability; and labor is promised employ-

ment, and for those who are unemployed, the private costs are reduced
and* subsidized by the state. '"Full! employment policies provide for
a sustained, high level of demand which is required by capital for

continued investment. '"Full" employment also acts as a good legitimator
for the system; it minimized class conflict and worker 1nsecur1ty and
inculcates worker loyalty (Wolfe, 1977A 254). - )

Social welfare programs and services have

also contrxbuted szgnlflcantly to mazntalnlng
hlgh levels of effective demand throughout the .
post-war period and thus to the general level
of economic buoyancy. The stabilizing effects
of income transfer programs are even greater
when employment begins to fall because of the
automatic rise in spending on programs such as
unemployment -insurance (Wolfe, 19774:253).

In addition to fluctuations in goverﬁieot apendiog, the'state
uses fiscal policy to stimulate or dampen the economy by lowering or

' raisxng corporate and/or peraonal taxes. Tax incentives are developed
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..to reduce the effective cost of capital
to corporations and thus increase their
inducement to invest, The various devices
employed, such as accelerated depreciation
allowances, investment allowances, lower
corporate tax rates, and tax incentives for
research and development, have all had the -
effect of reducing the level of effective
taxation on those corporations willing to
undertake research or investment projects
at the time and of the magnitude desired o
- by their respective governments. In periods
of growing pressure on corporate profit rates,
tax pOlle has been used consistently to
- maintain a stable level of post-tax profit
‘rates. Corporate tax policies have thus
played a central role in the maintenance
of profitable accumulation in advanced
capitalist economies (Wolfe, 1977A:253).

» .
Furthermore, Wolfe (1977A:253) states that

(t)hese policies have been complimented by
a series of others, such as selective

v nationalizations of less profitable indus—-
tries, provision of subsidized sources of
credit, improved regulation of internatiomal
financial and monetary relations, and the
reduction of international barriers to
trade through successive rounds of the
General Agreement on TaPrifs and Trade.
All of these measures havé expanded the
role played by the state in the economies
of advanced'capitalism and have helped to
maintain the conditions for profitable
capital accumulation.

-~
7'l'hé underlying belief in the establishment of the welfare
state is that economic growth (stimulated or sustained by state
fiscal and monetary policies) would enable the state to afford more
social beneflts which would in tum, further stablllze the economy.

: 8M:.chel Kalecki notes that in addition to an economic business
cycle, there is now a polxtxcal business. cycle" (see Wolfe, 19774A: 256).

i
gThere'ia'a leggcy.of ‘progressive education which goes back
_nearly a century in North America which has had some influence on
educational philosophy and government educational policies. It
was primarily a result of the progressivel education movement that -
power (admmp;stratzve and financial) over schools was centralized
and consolxdated into provincial and state departments of educatxon

241
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in Canada and the United States respectively. The new development

in the 1950's was the growing acceptance of belief by liberals that

the federal government should intervene directly into the affairs

of education, which is constitutionally not a federal jurisdiction.

This direct intervention by the federal government in education was
‘considered necessary as part of the functioning of the modern liberal
welfare state. ' ' '

10 . ‘. . . “
Increasing economic efficiency was a foremost concern,

particularly of the United States, because of the political crisis
over Soviet advances in science and technology. - Human capital theory
provided a key to overcoming this crisis by providing a theoretical
rationale for increasing economic growth, productivity, and profits.
s ' v . i
11'I‘he converse of this, downward mobility of some members

of the dominant (or "advantaged') group, is implied but never dealt
with explicitly. '

1216 fiscal crisis of the state in advanced capitalist countries
began in the late 1960's and has contimued to worsen. The state hds
lncreased expendltures much faster than its revenues. At the same -
time, the economic growth rate has dropped significantly. Pyblic
debt has reached astronamical heights. There are several factors
which have caused this fiscal crisis. A sustained économic slowdown
(recession) with high unemployment the new phenomenon of inflationm,
increased #nternational competitionm, declxnxng profits, decreased .
investment, decreased research and development, a drop in the'standard
of 1xv1ng, 1ncreaszng 'socio-ecomomic inequality, high ingerest rates,
a drop in the exchange value of the dollar (especially the Canadian
dollar), balance of payments deficit, and a shift 'in state revenue
from corporate taxes to personal income taxes have all contrlhuted
to this crisis. :

"Aecordxng to o' Connor, the modern capitalist state has 1ncreaslngly
socialized many of the costs of production (e.g., educationm, research
health, etc.), but must continue to rely on taxes to finance .its expanded

"~ activities" (leverman and Yanowitch, 1974B:393). Many of these state
' expenditures are subsidies to private capital. However, the social and
reproductive costs of productlon have also been socialized (0'Cdnnor,
1974A:434). The fiscal crisis of -the state occurs because "the state
. has socialized many casts of productxon but has not socxallzed‘profxts'

and because the cost of inflation is passed on to ‘the state sector
and the competitive sector of the economy; the state has socxalized
the production costs and has guaranteed profits for pr1vate enterprlse
" (Ibid.) \

The severity of stagflation and.the inability of advanced )
capltalxat states- to resolve this economic crisis has resulted in a -
~ mnew political ctzsxs. It is a- crxszs of 1egxt1mat1on as well as
accumulation. -
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By intervening in the economy, the state has attempted "...to
reduce the historical costs of the market to both capital and labor..."
and in doing so, '",..the state has transferred the sphere of class
conflxct from the economic order to the political order" (Wolfe, 1977A:255) .
‘ 13Inflation is a perplexing problem for economists. Samuelson
(1971, qg?ted in Fry, 1979B:35) states that "

(c)reeping inflation is the malaria of the

modern mixed economy. Like malaria it is

uncomfortable to live with and just will

not go-away. But unlike malaria, there

seems to be no known cure for creeping ,
inflation that is better thad the dlsease ' .

: Inflatxon became the new and primary economic problem of the
late 1960's. Governments concentrated on developing policies to lower
inflation even though they resulted in increased unemployment because
uncontrolled inflation was deemed to be the most detrimental to the
economy in the long-run. The. change of focus from unemployment to
inflation can also be considered part of the change from competitive
laissez-faire capitalism to monopoly capitalism.

State regulation of aggregate demand within

" a structure of union-management collective
bargaining in monopolistic industries has
shifted preoccupation from economic depression
to the problem of inflation (Silverman and Yanowitch, 1974B:392).

>

14H13h expectations held by the general public during the 1970's
presented a particularly problematic polxtlcal problem to liberal and
social democratic governments. lowering these expectations was a pol-
" itical necessity if the crisis of legxtgga$ioq facing the state was
to be resolved peacefully . ’

: Prime Mxnxster Trudeau of Canada was quoted in Maclean's (Jan 10,
1977: 8) as stating that :

~

...a large part of my message as a'polititian
. is to say: we have .to put an end to rising
‘ expectatlons We have to explain to people’
"\ that ‘we may. even-‘-ve to put an end to our - ' : -~
'\igze for our parents or old people in soc1ety, ‘
even our desire to-gi ore: for education
and medical research (quoted in Finkel, 1977A:364). N

_ Bell (1973) has aptly remarked that "(t)he revolutxon of rxsxng
" expectations is also the revolution in rising reasent1ment (quoted in
Karabel and Halsey, -1977B: 626) :

151: has been explxcltly ‘recognized and publically stated by - | : o
polxtzcxans and economzsts that the pub11c polxcxes and prograns deve1~ o
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e ' -in the cycle

oped to lower unemployment, eliminate poverty, and improve the standard
of 11v1ng depend upon a hlgh, if not continually increasing, level of
economic growth. Hubert H. Humphrey (in. Everett, 1966B: 8—9) stated

that

-

™~ (f)irst, aggregate demand must be main-
tained at a high-level. A downturn in our
economic growth rate would urido all the other
programs which might be ‘conducted. Educating
and training men for jobs that do not exist
is futile.

Since the passage of the Employment Act
of 1946, it has been recognized explicitly
.that the federal government has a primary
responsibility for maintaining aggregate .
demand. ..[and] for maintaining employment .
productxon, d purchasing power.

mand has been the reality:since the late
ation has contributed substantially to the
since the late 1950's. It is increased

' Lack of aggregate
1960's. 1In addition, aut
drop in demand for worker

'capital substitution for labor (e.g., automation) which is now the @

£t

greatest threat to workers.

What automation {ig beginning to do already
[1966 ] is to freeze those conditions in our
society which tend to perpetuate the sons
and daughters of |the poor in the cycle of
poverty and™“to perpetuate the sons and
dauyghters of the middle-class and wealthy

f middle-class and wealth,
The basic reason for this ossification is
that, for the first time in the history of
man, education is placed squarely between
man and thg¢ work which is his means of
livelihood...Unless the link between drop-
outs from/education and young people. from
low-inc;ﬁ; homes is broken before the full
impact of automation makes itself felt in . ‘
thezgzjﬁf—oféwork' automation will virtually . _ ’ -

eliminage social mobility from one generat1on :
to next (Reid 1966A 53—56)

" While automaczon was common and wxdeapread dur1ng the 1950 8,
automation. did not result in hxgh "technological unemployment" during
the late 1950 s and early 1960's because the world-wide economic expan-
sion resulted in a rapid expaision of public sector employment. Thus,
‘the publxc sector'was able to absorb .the labor which was being replaced
in the przvate sector by capital. : :

Durxng the late 1960's and 1970's, the world-sxde economic
deterxoratxon caused by stagflatxon has cauaed the publxc sector to
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stagnate as well,

Governments are cutting back on their public sector

expenditures. Consequently, '...concern over the impact of technology
on. jobs has once again surfaced" (Gonick, 1978B:141).

in Canada is lamented by William A. Dyson in 1971 (queted in Canadian

Jack Shingleton, Dxrector of Michigan State University Placement
Servxcea stated that

It is becoming increasingly evident that
unemp loyment is not the number one problem
plaguing college graduates in the market
place. Rather, it is underemployment.

The prospects of underemployment seem to

'increase with each passing year (MSU Placement Services,

Barry Bluestone (1977A:162) adds that

"~ The inadequate anomea of most of the working

’
~

poor are not of their own making. If we are
to blame them for anything it must be for
not having the good fortune to complete an
education topped off by a college degree.
Rather we must blame the economic system
which in too many instances provides less
than an adequate job for those of adequate
talents. .

The exclusion of well-educated people from productiVe

Commxttee of the Internatlonal Conference on Social Welfare,

.

ment of workers has resulted in greater capital substitution of labor,

Quietly our aggregate wealth, owned by
someone grows. All views to the contrary, .
the issue is not that Canada has 1nsuff1c1ent
wealth;...The central problem is "people",
not dollars: people being increasingly ex-
cluded from access to our riches, while a

few others, here and abroad, are increasingly

favored. Even worse, it is the exclusion

of these people -~ who grow in number and now .
include businesdmen, scientists, and engineers --
exclusion from work, from status, from idencity;
from meaningful life. '

1974B:1) .

emp loyment .

1972B:10):.
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Accord1ng to Carnoy (1971B:1/51), ‘increased educat10na1 attain-

greater unemploument of the 1eas~educated and underemployment of many
of the better—educated , ~

If vages for job categories are inflexible
" downwards, employers substitute higher skxlls
for lower skllls 1n these jobs.

~
.
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The greater the expansion of schooling,
the greater the return to physical capital
and the greater the average unemployment
of lower skilled, less-educated workers.

' 16The crisis of the welfare state is a result of the continuing,
unresolved fiscal crisis of the state in advanced capitalist countries.
Since 1968, when there was a sudden, sharp increase in unemployment
and the introduction of the new problem of inflation (the beginning
of atagflation), governments have been unable to stabilize prices or
lower unemployment rates. Voluntary wage and price controls in 1969
‘and 1970 were unsuccessful in Canada. The government increased taxes
and began. cutting back on publié spend1ng as well as introducing tight
monetary policies during this period in order to slow down the Canadian
economy and reduce inflation. The exchange value of the Canadian dollar
was unpegged Though inflation was slowed, unemployment increased.

- Btight fiscal and monetary p011c1ea created a political crisis
), 80 that the Canadian government was pushed to reduce tax
';r ‘income brackets (Wolfe, 1977A:265-268).

, .
: 1pn hai increasingly become the primary economic problem.
o o IOWer inflation rates, unemployment rates have continued
f"*ﬂ~ ’t_unemployment has become a polltxcal as well as an
roblem. Continued high unemployment is viewed as a polxtxcal
faxlur £ govetnments (Wolfe, 1977A:255). This political crisis arises
out of "inconsistencies !"...between legal and political equality guarantf.
by the state and aocxo-economlc inequality protected and maintained by
the state" (Ibid.:257). These inconsistencies are revealed and exas-
perated by inflation. HenCe, inflation is viewed as the primary econ-
omic.problem because it has. he1ghtened the contradiction between the
accumulatlon and legxtxmatlon functions of the state.

As a result of the polltlcal crisis in Canada, the govermnment
pursued expansionary monetary and fiscal policies between 1971 and
1973 in an attempt to provide incentives for investment and, hence,
more jobs. The economy was stimulated, and in 1973, Canada experienced
the "...largest annual increase in GNP since 1966, a moderate fall
in the rate of unemployment, and'a significant rise in the ‘G[onsumer]
Plrice] I[ndex].." (Wolfe, 19774:273). Furthermore, by 1974, labor's
share of national income dropped from 72.8% in 1970 to 67.9% and that
of capital rose from 11.8% to 16 12 (Ibld 274) Inflation, however,
was on the rise again. o

The weak .recovery experienced -during 1971-1973 was followed
by a severe recession in .late 1974 and 1975 which marked the end of
economic buoyancy around the world. There was a massive economic
shake~up in the world economy from which there have been only some
weak recoveries. Since 1975, the world economy, and the.Canadian one
in particular, has been characterxzed by increasing inflatiom,- increasing

- unemp loyment, depressed xnveatment, protectionism, and govetnu-nt auaterxty'

- (Gonick, 19783 109-112). .
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Gonick (1978B:108) remarks that the 1975 recession was not only
.the most severe since the Great Depression", but also "...the first
generalized recession since the end of the Second World War, the mos t
" serious recession in forty years precisely because it was synchronized
throughout the capitalist world." .

Industrial production in Canada fell by 4.6

per cent between 1974 and 1975, in the U.S.

it fell by 9 per cent; in Italy and Belgium

by 10 per cent; in Japan by 11 per cent.

Exports declined: for the first time in fifteen

years. Uneiployment rose to postwar highs (Gonick, 1978B:108).
]

Thus, the fiscal crisis of the state has deepened to crisis
proportions. Liberal, social democratic governments have had to
severely cut back public expenditures, particularly funding of social
welfare programs. :

In 1965, $75% billion was spent on social welfare by all levels
of government in the United States. This accountedyfor 39% of all
- public expenditures\ Nearly 42% of this, or $31 billion, went to the
pre-transfer poor (1 illion households). By 1968, the total had
risen to $109 billion buk its proportion of all public expenditures
remained the same (39%). 1972, the amount spent by all levels of
government on social welfare had risen to $185 billion and its share

of all public expenditures had risen to 46%. About $79 billion of
this went ‘to the pre~transfer poor (Plotnick and Skidmore, 1975B:172).

In Canada, widespread poverty amidst affluence continued to be
a problem despite increased social welfare expenditures. A Special
Senate Committee on Poverty was appointed to study the problem and
make recommendations to Parliament. The report was published in 1971.
It presented no real change in policy. However, a group of researchers
who had resigned from the project because¢ of differences with the
Senators published their own report the same year. The Real Poverty
Report proposed far-ranging reforms, from the establishment of a com-
prehensive earnings policy to cOmbat gross income inequalities to
polxcxes to curb the independent powers of corporations to make econ- -
omic policy, the centralization of collective bargaining for *workers,
and the expansion of manpower training programs. The Canadian govern-
ment, however, made no change in soc1a1 welfare policy except to cut
" back eXpendxtures

X chh unempIOyment rising throughout the 1970's, unemployment,

insurance and welfare- budgets have been exhausted. Because of the
continuing fiscal crisis, the state has changed eligibility require-
ments and benefit levels of those programs. The National Council of

" Welfare (1971B:24) points out that because the Canadian government

pay. 50% of provincial welfare costs, conflict between the federal and
provincial governments over welfare budgeta increased at the same time
the,K need for social welfare benefits has increased. :

.
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When a sudden, massive increase in unemployment

results from federal Government fiscal and

monetary policy to attempt to combat inflation

as at present, welfare rolls increase accordingly...

The response of this increase in welfare rolls, '

in provinces and municipalities across Canada,

has been to cut back on already inadequate

benefits and to apply eligibility requirements

even more repressively (National Council of Welfare, 1971B:24).

Another phenomenon which has intensified the fiscal crisis of
the state in Canada is the fact that since 1960, there has been a
progréssive shift in the revenue base of all levels of government in
Canada from corporate taxes to personal income taxes. The proportion
of government (all levels) revenue derived from corporate taxes fell
from 1448% in 1960 to 9.5% in 1971 and that of personal income taxes
rose from 25.5% in 1962 to 38.5% in '1975. Corporate income taxes did
rise to 10.7% in 1975, but this rise was due to higher corporate profits
and not to higher corporate taxes. At the federal government level,
this is even more pronounced. Whereas corporate taxes accounted for
20.1% of federal government revenue in 1960, and personal income taxes
for 37.3% in 1962; the former dropped to 15.3% and the latter rose teo
49.6% in 1975. Wolfe (1977A:275) attributes this shift to the "...state's
strategy to support and promote the conditions for the profitable ac-
cumulation of capital in Canada." o

) ' Nevertheless, this increase in personal income taxes has fueled
inflation. It has also led to increasing labor militancy as workers -
have been squeezed by rising inflation, rising taxes, and rising unemploy-
ment. This has made it necessary for governments to develop crisig.
management strategies in order to try to balance the functiq#® of
legitimation and accumulation which have incréasingly conflicted o
openly (Wolfe, 1977A:276~2‘7). ‘ .

One such crisis management policy was the development of wage
and price controls in the United States by the Nixon admidistration.
When this program was implemented in August 1971, the inflation'rate
was 8.5% and unemployment was 5.9%Z. When the program ended in January
1973, the inflation rate was 3.32 and unemployment was 52. By the end
of 1973, however, the.inflation rate had risen to more than 62 and the-
unemployment rate jumped to over 11Z by early 1974 (Plotnick and Skidmore,
1975B:111). - ) .

In Canada, a program of selective wage and price controls
was introduced in October 1975. The objective was to lower the 10.8% )
rate of inflation. The unemployment rate was 7.12 (Wolfe, 1977A:259).
There was widespread resistance to wage and price controls,'eapecially!
because thHe American program had not resulted in any long-term improve

ment.

Resistance to wage and price controls was particularly atrong/

from labor. The struggle between labor and capital for division of |
the national income had been intensified by the persistence of stag-

-7 o . ' B
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flation and the céntraction of the economy. The Canadian Lahbqr Con-
gress maintained militant opposition to wage and price controls. In
March 1976, CLC members protested in Otrgwa. A National Day of Protes:
was declared on October 14, 1976, when gver one million CLC members
went on strike (Wolfe, 1977A:282). Q\
. N »

The Canadian government continued a policy of fiscal and mone-
tary restraint betweep 1975 and 1977. 1Inflation was reduced but the
rate of unemployment comtinued to rise. There were 300,000 more
Canadians unemployed by Ehg end of 1977 (Gonick, .1978B:123). Capital
investment and spending ingreased, but ar a low level (Wolfe, 1977A:283).
Business was uneasy about the economic g]owdown. Wage and price contryls
were phased out on April 14, 1978, ending on December 31, 1978. The
prog¥am had been the cause of much confljct and embarrassment for the

governwment .

17The first serious proposals for a negative income tax were
made by the conservative economist Milton Friedman in the late 1960's
(Willismaon, et. al., 1975B:207). President Nixon introduced the

-Family Assistance Plan in 1969, which provided for a negative income

tax to poor families with children to Teplace the "...existing maze
of welfare programs' (Plotnick and Skidmore, 1975B:181). The plan
would replace all existing federal and gtate welfare programs as well
as housing, education, and manpower progrsms. The savings in admin-
istrative costs were expected to be high,

.The Family Assistance Plan passed the House of Representatives,
which had a8 conservative majority, by a two-to-ome vote (Williamson,
et. al., 19758;&08). Liberals generally accepted the idea of a negativ,
income tax and it was part of Senator George McGovern's presidential
campaign in 1972. Liberals supported a negative income tax because
they considered it "...less stigmatizing, more efficient, and more
equitable than the present welfare system...as a way to deliver more
in the way of welfare benefit per dollar of federal welfare spending"’

(Ibid.).

In 1972, however, the FAP was defegted in the Senate Finance
Committee by strong liberal opposition. Although the welfare system
was under attack by liberals and conservatives alike and although both
liberals and conservatives supported the jdea of a negative income tax
to replace the existing welfare system, 1ib§£:is defeated the FAP becawa
they felt it had a number of serious short-cbmings. Liberals objected
to benefits being restricted to families with dependent children, to
generally low benefits, to the work provision, and to the fact that )
it would replace all other welfare programs and services (Williamsom,
et. al., 1975B:212, footnote 5). :

¥ .

Another attempt was made to restTuctyre Social welfare in the
United States with a negative income tax ioff1974, but it "...never
reached the stage of a legislative proposai™ (Plotnick and Skidmorey
19758:181) . | ‘ ,

»

1
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- butes (such as occupation, income, neighborhood o

L4

There has been no serious consideration of a negative income
tax or anyother direct income redistribution plan since then, pri-
mgr11y for polx‘bcal reasons. The fear that a guaranteed minimum
income would be a disincentive to work goes against strong belief ,
in the work ethic. There is also strong public resistance to pro-
viding the poor vzth untied money. Many of the poor themselves were
against the abolifon of éxisting programs because their benefits
would be reduced.(§lotnick and Skidmore, 1975B:182)._ Furthermore,
those who would carry the tax burden of financing the program are
also the ones with the most political influence. If they believe
the distribution of income will be changed significantily by a proposed
reform of social welfaré, they will resist $t (Williambon, 1975B:207).

" "

18‘I‘he sooblog:.cal' literature dealing with the duappearance

‘. of class and class differentials which was so characteristic of
post-industrial society theory and technological functionalism was

based on a conceptualization of class, developed from the work of
Warner,@vhich use an aggregate score of a number of individual attri-

' 2 residence, education, .
etc.,) to determine class, rather than an analysis of the social structure.
In makxd'”thxl observation, Mackenzie (1973B:174-175) staggs that
"(p)o i¢léns in the class structure thus become equatad status
scoré$ ©r indices of style of 'life...(T)his is a fundpmentally
qon-sociological approach to the analylxa of class structure..."

In Mackenzxe s (1973B:175) opinion, a more approPrxate vigy A -
of class structure is ome which lays stress upon the econowic ba 88 -';‘f*ﬂ
of social class...to positibn #y the division of labor" rather than - on
income orxlifc-ltyle The producer function Gf Individuals is mot¢~
relevant to class determination than is their sumer fashiopm.':

(L’#fe chances are determined net simply by level of xncdne, or

MﬂexpOSure to television or other suburban dwellers. Rather. they are

~crucially influenced by the: individual's .situation -in lhg.qgtcem of »

productxon' (Ibid. ) : . ‘
'lgﬁeo—clts.icgl ecopgmic analysis of the labor matket is based

on the principle of margif@l productivity. Perfect competition aad K

market equilibtium.arb par¥ of this concept. The unit of analylxs is .~

the individual. It is assumed that individuals try to maximize, the

use of their time and energy, referred to as "varker aovete:.gncy

Human capxtal theory is part of this parad;gn

o

There are other labor market ‘theo ws. i According to the dual ,é
1labor masket theory, there aré two lepcf labor markets, the "primary"

. and the "secondary". There is very little movement of workers between

these labor markets. The working cggditionl,‘organization of work,
_wage ‘scales, benefits, and denxrgd*%btker attributes differ significantly
‘between these two lsbor markets. . (See Doerznger and Pxore, 1971B; and"
Gordon, 1972B,1977B). . 4;& , N . 2

g T S S & :
. From the dual labo:,-irkzt theory of the late 1960's, radical
economists have formulgged the radical theory of labor markets.’ This
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draws from the dual labor market theory and the labor market segmentation
theory formulated by Reich, et. al. (1975B). * The radical theory of
labor markets uses Marxist class analysis and the theory of surplus-
value to explain labor market dynamics and the stratification and
segmentation of the labor market by class, sex, race,.and age. O

2oThe political function of the hierarchical structure of
occupations in advanced capitalist countries is that of enhancing
accumulation of capital. By decomposition of tasks and bureaucratic.
organxzatLOn in the work place, automation is increased and 1mportant
changes in the social relations-'of production as well as in the rate
of lurplus value oecur which are of benefit solely to capital.

?un:eg.(,lbﬁB"Ql- ) presents this argument from a- radical
pe’;”ec qiﬁxer well in 'whe fol%ing lengthy quotation:

#' 'lhe decomposition of tasks and the buregucratic

Y organxzauon of work remove knowledge and control ~
iﬁ‘ " of the préductive process from those actually

> ‘invélved in‘production and place that ‘knowledge

i and control in the hands of those at the top of

: ';'5;)."' ", the pyramid, the capitalists. Stephen Marglin

- . }

s M{, ’

- summarized the functiom of these two changes in
the organxzatzquuof work m the follom.ng words:
Rather tﬁln prov:.dxng more Output
for the same inputs, these innovations
in work orgamnization were introduced
so that the capitalist got himself a =
larger share of the 'pi.e-at ‘the expense o
of the wotker, and it is only the subse- : N
quent growtfi in the size of the pie thag » -
. has obscured the class interest which was
T at the root of these innovations. The
social function of hierarchical work
organization is not technical efficiency,
but accmulatlon [Marglin, 1974A: 62]

The :l.uplementntxon of modern machinery repre-
sents one change in the productive procés#’s which
has evolved, ostensfﬁ{ s for the pfrposes of expand-
ing productxon, :.mpr‘bv g the efﬁcxency of production,
,nd increabing the total wealth of society in general.
\But there are important social implications involved
~inyhe use of modern machinery, according to the - -
r£:a1 Lnterpretauon As Braverman [1974B: 147]
a d: - “ S s N .
Hach:.nery coun xnto thg world not
_as the servant of - "humani ty", but
as the instrument of those to whom
the accumulation of capital gives
L the ownership of the machines. .
‘ ) N T
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" of work, particularly the primacy of capital ac-.

The capacity of humans to control

the labor process through machinery

is seized upon by management from

the beginning of capitalism as the
prime ns whereby production may
controlled not by the direct producer
but by the owners and representatives

of capital. Thus, i1n addition to its
technical function of increasing the
productivity of labor -~ which would

bs a mark of machinery under any qﬁ;
soc’ al system -~ machinery also has "%
s1- «he capitalist system the functi
of divesting .the mass of workers of
their control over their own labor.

The radical challenge maintains that conven-
tional theory ignores 1mportant social dimensions
cumulation and the exploitative relationships '
which result from that driving force, while acceptlng
the technological justification ,[for chadges in the
work process along with the notion that all groups

of, people benefit from those changes.” Rather than

viewing capitalism as one unique form of a modern + .
industrialized society; conventional analyaxﬁg X
draws conclusions about industrialism-in general (
from its observations of capitalist gsocieties.

By failing to take into consideration the social. 9 9
dimensions of work which are ipherent in a fgpitalist -
society but not in all industrial soc1et1es,_the

© conventional analysis misses the most salient

versus

defining characteristics of American life. ..

21See Chiswick and Mi r, 1972A.

‘.‘

22Ehte analysis canceptualxzes qog efy in terms of elite
non-elite groups. Carnoy K4971B:¥/2)dstates that

...elites are mﬁéh.more sJ!?ﬁily cohensive than

" non-elites. An elite is a relatively small group

which comprehends its policy-making power (Mills,
1959). It is held together by this "mespomnsibility", -
by its small size, and by oligopoly (collusive)
arrangements in its use of resources (Baran pnd Sweezy,
1966). The analysis assumes that the elite is
organized and exercises monopoly control .over many
facets of eccnamxc&,golxtxcal and social life.

A 'society may have competing elites with .different
xnterests. Each-elite group is organized and
attempts to structure institutions to favor its
interests. . On the other hand, the non-elite

.

28
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generally doeg not €X\ipit social cohesiveness

(or is prevented fro® yoing 8o by the elite),

so members of the n%~g1jte behave largely

as individualg, cowP®tj,g with each other,

their dlfferences r"ﬁly include any elimination .
of the elite/non-elite .bierarchy.

23Ec0nomists conside™ g Westernized, "modern" elite to be
- necessary for the socjo-ecOMOyjc development of underdeveloped
. countries. Traditianal, "Y"®gycated" elites are considered "backward"
and an impediment to develOPlg,t. Because access to the new elite is
dependent upon one's formal Qducatxon and merlt, it is possible for
members of the traditjonal POy_elite to attain elite or sub-elite
status. Thus, "...the eduaatlonal system retairis its 1eg1timacy
as the vehicle for socisl #0§1ity in the eyes of the non-elite"
(Carnoy, 1971B:1/61, faotnote 23. .

2“Camoy (1971B: 1/51) statds that human capital elltes dhd
phys1c31 capital eliteg may Sr may not be the- shwg, ~kn' the socialist
and cou-unzgt ~states gpese ellces are usually the sangg hmver, uy
pnvate enterprise' ggates: t:hey wmay be dxfferent . -

A",l

V-

. By

a3 RS .
e T
X0 N e i el 0]

Conflict betweep humill capital elites and ph \ i~aapxta1 . L xg; ‘
elites in the United ggates lag resulted in vocational¥e catron : BRI 3
~ at the secondary school level Carnoy (192}8 11/54) expliin khﬂt ihc _-“i’ :a <‘
’ . .» . 4 -
(o)wners of ph sical Sapital desire cheaper g jp»& ’m'ﬁ*iﬂﬁﬁh

skilled labor and wotlq 1ike to avoid bearing
the cost of on-the-j%° .raining. Owners of
secondary and u31Vef’lty level human capital

~wish to keep the wagea of academica trained -

labor high. . There i? DPressure from n-elites ‘

to gain access to th€ hjgh wages assogiated ,

with setondary prainify  The comprom: . o a

among the elites With qupetxng goals -- one
wanting a rapid expa®3iyy of Becondary school
output, the other @ Pl¢}, slower increase --
is to increase gecon®ry achool ttained labor,
but labof*which is not qampet1t1ve with academic
‘ secondary outpyt. VO9°¢ Qt;onal training shifts
©  the burden of gkill 9Velopment out of the

factory into the PubllQ gector, subgidizing ‘ . . BT
industry -(ownerys of Ph)g1ca1 capital). Al-
though vocat:.nnal scho "Qlg attract those prlva;e : * +

students unable 0 ef’tQt the academic track,
owners‘of physical t8Plygl are clearly hetter
off with vocationallyY R{ygined lsbor than if ‘
tth had to train the 1qbor t:hemsel\res. The : N
hdhan capxtal elite is Bettet&Off because they - ' S
‘have reduced the rate OF incréase of competing
labor force. : - i

- ¢

\

Y . : o g
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The non—e11tes who get vocational training

would appear also to be better off relative to
a condition in which there were no secondary
schooling available for them at all. However,
they also appear to be aware that they have
been assxgned a low status role in the economic
hierarchy... - | K o
2 - . :

In the United States, the vocational track of

the general hxgk school was conceived as a

means of permanent y assigning noh-elites

to certaint roles in the ecdnomy. (Leuter and

Howe, 1970). Junior colleges, which in many - 't - ¥

ways serve .the same vocational purpose today, .

have been described by Clark as also a means -

of "cooling out" students who may have otherwise

demanded unxvé?sxty training (Clark, 1965): ~—

There 3x g&ﬁqve aspects of this compromise between human
capital and phys cal capital elites, especially for the non-elltes
Those workers who attend vocational secondary schools betome taxpayers
who subsidize universities and specific industries. They have low
status jobs 1n factories and ofted cannot get jobs whlch match their.
training. . : : e
. , . . .
It is the needs of the elite groups and not. those of the non~

elites which are met by the compramlse of vocatlonal educat1on

-

. 25Carnoy (i971B:1/7),states that

Production function estimates for the <.
school as a firm assume that schools produce
education for children of elites 'and non-elites
and are maximizing the achievement output of
schools for both groups (Banushek, 1968; Kj esling,
1967). Yet the combination of resources wded S,
_seems to be more nearly efficient for the former
than for the latter (Lavin, 1970). * The normal
reaction is that the schools are blatantly dis-
criminatory, but the functions estimated by ) L
these ‘economists may be misspecified. Schools ' '
may be efficiently producing a different set
-of' outputs for elites than for.non-elitea'

A

;7

651nce the passage of Title VII of the C1v“ Rxghts Act 'of
1964, it has become ‘very difficult for employers in-the United States
o use ‘education), sex, age, gnd race as the basis for employment.
xrep (1979B 196-197) sees thls eroaxon of trad1txona1 sources ‘of

254
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o 27R131ng educational ,pttamment of vorkers pmce World War II
has been accompanied by an ingrease in educational qualexcatxona
demanded by employers Aa~mot£ individuals graduate from colleges
and universities, hiring standards are upgraded. This educatxonal
1nf1at10n has been called educatxonal "credentialism'.

On a'global level there is a correlation between rig§ﬁg
educational attainment levels and rising unemployment (Carnoy, 1975A).
What has_occurred in both the developed and ugderdeveloped countries
is & decre031ng ratio of labor to capital. Employers substitute
those wlth more schaoling for those with less schooling. Automation
takes over many jobs prev1ously done by the unskilled and less-educated
(Spence, 1973A, 1974B).

Sk111 labelling and the ''sheepskin effect' of educational
credentials have become common (Leibenstein,<1965A, 1969A). Often,
the job obtained has little to do with one's education. Employers
use educational credentials as an index of trainability (Blaug, 1972A:71).

' The American economist, Kenneth J. Arrow, asserts that ed~
ucation is a acreenlng device for employment,.that schooling contributes
nothing to one's capab111t1qp for productive actitity. Educational
credentials, however, are used to sort people accordxng to traits
which ensure high productivity (Arrow, 1973Aa). 'See also Taubman
and Wales, 1974B; Fleming, 1974B; Sewell, 1971B; Rees, 1965A; Solow,
19654A; letz, 1962A Hansen et. al., 1970A; Keats, 1965B; and Thurow,
1974A. ~

28This is because individuals have been provided with edu-
cational and employment opportunities on the basis of ascribed
traits like sex, age, race,dind class rather than on merit (as
measured b’ achieved trait Furthermore, in provxdxng quotas
to enable proportional repre‘gntat1on, affirmative action programs
have denied qualified members of the dominant group” portunxtxes

LI TS N

-

. d »’
7pcause strategies for affirmative action iscdude the lowering
of, and often the elimination of, entramce requirements for post-secondary
‘education, post-secondary imstitutions are faced with the problem of )
excher lowerxng academic standards and requirements for graduation and/or
massive remedial sad up-grading programs for these individuals. Some
institutioms, such_ as New.York City College, have done both and have
‘been sevetely cr1c1c1zed\as a result (Pincus, 1974A).

-

~

, 30Prom the point of view of €lite analyus, expansion of e‘\ "
"+ cation to accommodate increased aocxal demnnd for it presents the

. elx:e with a dzlemna

c Sznce educatxom is held up by the elite as
- N l’ég:.cm’tor of their rule and as the
- means»;o gain economic advantage and social
' » . ‘ '.
." . - .

w
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. 3
‘ntatus, access to educatxon becomes a crucial
political issue. A dilemma for the elite is.
how to satisfy the social demand for more and
more schooling without giving away economic
and policy-making power. The current structure

- of the-schools solve this dilemna by restricting
. the high return (in terms_of higher incoge) com-

- ponent of formal education to schooling Yevels
accessible almost exclusively to the elite. -
Within levels of uchoolxng, the curriculum,
teacher-, and other inputs are more effi
producers of achievement and modernization for
those who enter school with an already higher
level of these outputa The high return™com-
ponent of education is distributed to those
with elite characteristics over those without.
This leaves most of those who believe in edu-
cation as a road. to economic success holding

_more education but little absolute increase in
income or political power. Potential disillusion-
, ment creates a second dilemna: if the elite
provides education without economic (or at
least other intangible) benefits, they may be ' .
promoting their owk overthtow. The elite can '
deal with this problem by becoming more hier-
archical (dictatorial) og attempting to expand
the oppor:uq}tiea'for emsloyment, or both.
" Again, ~“hpwever, the first 11ne of defensé is
thg%ﬁﬁhcatxénal asyatem ltlelf# Schooling social- .
Tiz he 1nd1vxaualufo believe that if he fails,
it is his fault, not: the system's (Kozol, 1967).
The system is faxr, he is taught. But he, the
failure, has not met its needs or tequxrementl ' Y
If the individual is convinced of this, ‘even:lack o
of employment will not seem unreasonable to him - T
{see Illich, 1968). (Carnoy, 1971B: 1/5- 1/6) ' ‘

Not- only the poorly educated or the college- drop—outs per-
sonalzze their failure, but even individuals who are very successful
in the educational system such as engineers and scientists who are
not employed in their area. of specialization see this in very a-political
terms, often blaming themseﬁsps for not workxng hard enough to prove
themselves at research, etc.’ _ . o ’/}

Carnoy (19713 1/61, footnote 3) makes the point that many of the
economzcally luccessful well-educated ;ﬁg}v1duals!are not’ necesaatxly

e advent of technology has prOVided anothegﬂ\‘ 3 ﬂg" - ,
possibility.for the elite to avoid political
ptoblems The tendency to provide education
“"neutral" or "objective" fields like engin-
égrxng or other technologzcal profeusxon- allaw- _
. ] ‘ i -
- o R



the non-elite to partxcxpace - xf'they
partxcxpate at all -- in the economic
gains but makes them very a—polxtxcal

) 3IThe "cooling-out" function of education is not a concept
.devised by radicals. Rather; it is one reflect1ng the concern*by
technologzcal functionalists for the rising tide of public expec-
tations in light of the socio~economic realities. As Clark (1961:
points out, : NN
\

(a) major problem of democratil¢ society is

inconsistency between encouragement to achieve

and the realities of limited opportunity. Dem-

ocracy asks individuals to act aa if social
. mdhmllty were universally possible; status

#'to be won by effort; and rewards are to

,accrue to those who try. But democratic

soc1et1es also need selective training

institutions, and hierarchical work organ- L
isations permxt‘increasiﬁgly fewer persons )

to succeed at ascending levels. Situyations ’ o
. of opportunity are also situations’of denial .
' and failure. Thus democratic societies need

not only to motivate achievement but also to

mollify chose denied it in order to sustain

motivation in the face of disappointment and

to deflect resentment. In the modern mass

democracy, with its large-scale organisation,

elaborated ideologies of equal access and

partxcxpatxon, and minimal commitment to
* sbcial orxgxn as basxs of status, the task .

becomes critical. :

s

3,

513)
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