DOCUEkﬁT/RBSUHB ' -
A A : " \. .}
BD 127 107 ' BC 009 806 T
TITLE ProgE%n of Studies in Hén-Pornal Education: Economicss .
of 'Non-Formal Pducation. Study Team EBeports. .
INSTITUTIOR Michigan State 9niv., fast lansing. Inst. for

Internaticnal Studies in Education.
SEORS AGERCY ! Agency for International Development (Dept. of
/ State), Washington, D.C.
PUB DATE 74 §
ROTE. \ 201p.; Por related document, see ED 100 773 ' .
AVAILABLE PROM ©NFE Information Services Center, Institute for
’ !L International Studies in Education, 513 Brickson
) Hall, Michigan State University, Bast Lansing, y
. Michigan 48824 )

EDRS PRICE - ¥P-3$0.83 HC-3$11.37 Plus Postage.

DESCRIPTORS . *Cost 2ffectiveness; Criteria; Development;
*Econonics; Investment; *Nonformal Education;
Planning; Problems; *Reszarch Methadology; Zural
\\’ Areas; *State of the Art Reviews; *Theorigs

ARSTRACYT . .o

- As one of a series of team reports directed at
knowledge building in the realm of non-formal education, this report
presepxs three separate papers dealing with the econorics of

ral education. This report constitutes the final statement of
£ faculty members and/or research fellpus. Iitled "Economic
and Non-Formal Education®, the first paper is an essay

ith the methodological probleas of applying economic theory
{al education and addresses the problems cf cost-benefits
Of return, the unigque characteristigs of non-formal

and rates

education, 'Apd the rural se tor. The second paper, titled "Measuring -
the Cost of Kon-Formal RBducdtion", outlines the shortcoaings of

present cost &nalySes of non-formal education and, suggesting how <:f!J
such ‘cost analyses counld be conducted in the future, proposes field ’

tests for three 'forms (estimating costs of vocational training for -
youth, distribudion of government costs by agency and level, and
number of studends). The final and most extensive parer constitutes a
state of the arts\review, including an introduction and sumnary and
the following chapters: "Towards an Economic and So¢cial Theory of
Non-Poramal Education”®; "Investment Criteria in Ron-FPormal Education";
""Application of Investment Critersa and Non-Formal Education®™; and

"planning, Growth, D yelopment, and Non-Formal Educatioh™. {3Q)

kkkkkokkkk kR Rk kR kR RRkRk bbbt Lo LSS EL LTS R DR R ‘o
* Documents acquired Ry ERIC include many infdérmal tnpublished *
* materials not available Xrom other sources.. ERIC makes every effort *
* to obtain the best copy available. Nevertheless, iteas of marginal *
* reproducibility are often ¥ncountered and this affects the gquality =*
* of the microfiche and hardcdppy reproductions ERIC sakes available *
*
*
*
*

*
* responsible for +he quality the original document. Reproductions
* supplied. by EDRS are the best\that can be made from the original.

********************************\*****************:*##*g***#***#***#**

\

via the BRIC Document Reproéggtion Service (BDBS). EDRS is, not




J’\rggram of Studies o
in Non Formal E ucation f :

U OEPARTMENTOF HEALTH

. "'
EOUCATION & WELFARE |
. NATIONALINSTITUTE OF
D ' EOUCATION

Thos DOTUMENT mas BEEN REPRD
O.CED EXALT Y Ay RECE.VED FROM
TaE PEQLON OR ORGAN ZATIONORIGIN
AT NG BT KOS OF VBN OR OPINIONS
SYACED DO NOY NS{ES\ ARILY REPRE
SENTOEE C A, NATIONwL ANSTITUTE OF
ED.CaT ON POS ° ON OR POLCY

Study Team Rep

Egonomics of Non Formal
Education .

John M. Hunter. o

MichaelEBoruss | R

Abdul Mannan * .

michigan state mﬁversity

eastlansing BN -jf-*-

- 3

-~ /‘) . .

- n ) .

- . v . o
- O
.
. = 2
. = . "{
r - “z ) -
¢ N
- . -~ - <L
N 4 ~
. .
N S . L4
. [
2 ' . ‘
' -
. .
. [}
.
& o

. -t T - ~§ e ———— e R
» e 9

G "




', A : s . .
— f M
- - R - ’
P 1
. S
LI s . ) .. ’
. - . . K]
. . .
\ . R
. - . '
- Lo
- i
' " Program of Studies in Non-formal Educat,ion 2

LY : - ot :

Team Reports

,}/ . , . . . e ¢
’ . ECONOMICS .4ND NON-FORMAL EDUCATION - ' .
. . ‘ . - v,
- By: John M. Hunter y
) Professor .. . :
+ , Department of Economics
- * Director .

Latin American Studies Center .
{ . Michigan State University

. " . Michael E. Borus~ Co .
Professor . )
School of Labor and Industrial Relations ‘o

Michigan State UnlveFSlty

Abdul *Mannan
Lecturer - * -
. o Papua University of Technology ) .

. ' Papua, New Guinea °* )
o T - - T’

'l

i

General EditOf: Maryin Grandstaff

[}
-~ . '

Institute for Interpational Studies ln-Educatlon . -
. Michigan State University
v East Lansing, Michigan 48824

. . o

X

ca




ERIC

Aruitoxt provided by Eic:

-

These studies were éroduced

with the cooperation of the

agency for lnternatioqal Development

Department of'étate, Washington, D.C.
‘ 1974 - ' .

(%Y




2

’

FOREWORD . . . . . . . . . AR

- i

TABLE OF CONTENTS

PART .

., EconomiC PERSPECTIVES ON NON-FORMAL EDUCATION

Chapter

ECONOMIC ANALYSIS AND NON-FORMAL EDUCAfIGN :

by John M. Hunter

L3

MEASURING THE COST OF’NON-FORHAL EDUCATION .

by Michael E. Borus
b4

PART ||

TRENDS AND ISSUES IN THE ECONOMICS OF NON-FORMAL EDUCATION

.3

»

. by Abdul Maénan \
iNTRODUCTION . . . . . . .- j

TS 'Towgkos AN ECONOMIC AND SOCIAL THEORY OF NON-FORMAL'
. .EDUCATIGN T Coe
111, INVESTHENT CRITERIA I NON-FORMAL EDUCATION
IV. APPLICATION OF INVESTMENT CRITERIA AND NON-FORMAL
< EDUCATION .. . . . . . . .,
V. PLANNING, GROWTH; UEVELOPMENT, AND' NON-FORMAL
EDUCAT I ON
. VI. SUMMARY AND"CONCLUSIONS
BIBLIOGRAPHY * . ", . . . . . . ., . . .

\

Page

30

LIS.- '~

2 p L4

143

154

179
186 °




o ° FOREWORD . o
. ‘."‘ .o '..

. The Michigan State University Program of Studies in Non-formal

Education, made possible by the Agency fo'r internationat Development,
- T

. has two primary objectives: td build a sysfemaiic knbwledge'base

-

about QQQLformal eddtatlon, and\ to apply'knowledge thrqugh c0nsultatlon,

technical~assistance;” workshops and the' distribution of useful ma-

terials in developnng areas of jthe world ‘ .. .

This sernes of Team Repor is dlfecged at the first objective,
know.que building. The series consiéﬁs of the final statemepts of -
nine teams of faculty members and reéea;ch'ﬁellows, each working on a
separate ,aspect of non-formal education for ‘d substained period of
time. The reports range widely over non-formal educatiom. They deal
with its history, *its categories and strategies, egonomics, and‘ .
learning. Other reports made comparlsons among’ country programs, <ﬂ -

survey case studies, examine the feailblllty of de5|gn|ng non-formal
’
educatxon models, look at administrative alternatives and .draw pians

-
<

for partIC|pant training in non-formal education.' - i

{
The teams weré cross- dJSCIplnnary an\éomposatlon, Representnng

such areas as economics, labor and industrial relatlons, Qeiltlcal

science, public administration, agricultural economlcs, sociology and

education. Tdgether, members of the team7 produced nearly one hundred -

working papefa, many of which were shared and debated in three serias
of'semi-weekly seminars for all project participants. The‘wprking
papers, cppies-of which’are_available upon request, provide ‘the basic
ideas for the reports in this series. ’ '
In the knterest of the freest possible exploratiod each team

was encduraged to range widely over its domain and to develop ita own
set of conclusions and .recommendat ions. Coordination was achieved,
through the common semlnars and the exchange of data and experlence.
A summary volume, pulling together and synthes:zrng the majn thrusts
of all the team reports in this series, is being prepared under the
editorship of Marvin GTanq§taff: Like the werking papers, the summary
volumg will be available for distribution.

|

f i
)
|
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ine with our first objective (knowledge building) the papers .
ies are'conceptua! in nature. In the pursunt of knowledge; -
however we haVe tried to keep one questton steadily before us: what '
assnstance does ' this knowledde provide to those whose primary concern
.' lscgﬁth actlon--the plannyng and |mp$e33nt|ng of non-farmal education e
“"at the level.oFPPractlce? That questlbh isn't. easily answered. At
sbest our knowledge is partial and it needs’the experience demension
to make it' more complete, For thought and action are not antithetical;
_they are necessary complements. One of our hopes is that th|s series
of team reports may help to stimulate further dlalogue between thoge
who approach the subject of non-formal educatlon from a canceptual -
point of view and those whose questnons andyproblems arise in the
> N ex:gencaes of practice. ) a '
Hhat is the_role of non-formal education in future develonment \
plannfng?. As thqge reports suggest, it is prohab]y great, and will be .
even g}eater through future time. The. lnmgtatlons of formal schoolnng
are coming to be better understood. As the Faure report. concludes,
the schooTs “wfil be less and less in a p05|t|9n to claim the education
fnnctions in society as its sp.cial perogative. All sectors-public
administratiosn, industry, com#inications, transportation must take parg. (
in promoting education. Lacal and national communities are in themn.)‘ / ‘
aelveszéminent7y education institutions", ' f )

The ndn-formal education component of most soc:et/es is strong,

indeed frequently vigorous, and fully capable of further development
and use. }t is ‘estimated that roughly half of the present educational
effort in the developing countries is in the non-formal sector. 'Col-
]ectlvely, these programs exhibit characteristics lndlspenSIble to
development. For example, they tend to arise in response to immediate
needs; tﬁef are usua!ly‘related to action and useE.they tend to be”°

" short term rather than long; they have a variety of sponsors, both

égb]ic and‘nrivate; and they tend to be responsive "to local commynity

rgqui}ements. More importantly non-formal education shows strong

e
-
——




potential for getting at the human condltlon of those must likely
" to be excluded from the formal schools, the poor,' the lsolat d, the ’ )
p; rural, the llllterate, the unemploifd and ‘the und :

. . being carried on in the context of/l

r-employed,\ for R

imited resources, aqq_fgr being )
-/

Clearly, attention_giveﬁ to designing mew sfrategies for the _

. . .
development of th&:’old and promi‘nng resource is wor;hwhnle. Thrpugh
. this 'series we see

efficient 'in terms of time and co

jdin hands with others who are attend| to the

~7 i °

development of non-formal educatio

le S. Brembeck, Director
stitute for International Studies
lege of ‘Education N )

Michigan Sﬁate—Unnversnty
. East Lansing, Michigan \ .
‘-% March, 1974 ’ ' .
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) - . CHAPTER I

-~ ‘-

' ECONOMIC ANALYSIS'AND~NON-FORMAL EDUCATION=
- ’ ' . - ‘. x 3 ‘ .
/ - Introduction

The economic problems assocnated with education in general

and nen- formal education in gartlcular ar deceptlve in that theyx
. appear to,be sumple. In essgnce, they’g:i‘not different from other
' 'problems of investment,] dnd ecqnomic theor; has.been clear on the
major elements of inveétment‘criteria for a. century or 50. But there
‘ . |s a notable pauc¢ty of solid, definitive, emplrlpal work regarding )
. ’ |nvestment in educatlon If the theory is indeed sound, ‘the’ scarcity
must stem from either a lack of interest or in methodological problems
with the applicatf\p of the theory. In recent years interest has been
hlgh, and problems of method have been the deterent§ This essay .
. wull concentrate largely cn these methodologncal problems as they

. relate to non-formal education. . . /

.
‘

. . , \
Elementary theory indicates that one should continue to

invest in an investment opportunity so long as increments to it con-

tinue to yield higher ret@rnsAthan they/wodﬁd in other possibilities.
" Suppose this prescription is followed or, eéch alternative until :
) cthe investment resources are exhaustef. Then resources will be dis- "
' tributed among the various possnbll ties so that the return produced
. ‘by the last unit invested in each will be:equal for all alternative ”
. investment opportunities:' If this were not the case, it would be
* possible to withdraw some units of low yield and to add them to
‘dppbrtunities where the yield is high, thus incredsing the total return.
Education in genered and specific educational projects fit well, into-

* this theoretical construct, and the analysis befow‘will explore the . )

-

sapplication of this general 'rule' for allocating investment resources.

-
.

s -

10 \ L S

*By John M. Hunter.




g . - .
There are three general lgvels at whigh® the proglem of alloca-"
“tion of resources may be eonsidered and for which éhé economizing
questions may be asked. The most general question is asked at the
s.highest level: How much shoula be allocated to education of the'
‘nation's resources in comparison with agriculture? defense? transpor-
tation? culture? Public and private resources fqn education are
involved which raises difficult problems for central planners when s
large segments of educational expenditures are either made privately -
or at the option of local governments. 'Decisiops, ncnetheless, have
to be made--consciously or not, wisely or not, rationally or not.
' Once resources have been allocated to the education planning .
\\_ authorities, second level decnsnons gust be made: How much should go
to higher education? How.mach to other Ievels? How much to tradi-
tional forms.and how much to non-traditional forms7 How much to future

¢ development such as teacher training, and how much to present “'con-

sumption'' of educatlonal resources? These questions are essentially = ; o
intra-antsternal but the “educatnonal ektablishment' must also, é‘ifg\

. deal with educatnonal actnvntnes of mnnlstrles other than that of vzg' } .
education; and\these will surely encompass many of the public non- ¢

fopmal educational activities. .Further, it will need to eccodnq for

activities of the private sector and detérmine'hoy thet sector may be

encouraged to fill its anticipated or_%rojected role. This is educa- oo
tional planning whether it be well or poorly done, whether.it be

conscicus and fprﬁél or haphazard by default. The decisions cannot

' v ' ]

be avoided--they can only be better-taken or worse.

The ”rule” at both these levels is designed to maximize the TN
return from the "amount of resources available. MaX|é?zation can j"a
-similarly take place at the very lowest level of conceptualizatipp .
at wﬁich the resources are considered given, and the problem is to
maximize the '"'product' or 'output' utilizing that given inpuf. This
. ;ﬁght be at the school or program level; with the resources/given
aﬁd a minimum quality’standard for the broduct described, the problem

|s~to produce the most (or best) product possible dith the given

resources. This may be consndered an Yadministrative' problem rather. I
) '

— . , {. ¢ . - . .
Q ‘ . ‘ - 11 \ ? !
I. ! . . ( EarY
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" than an "economic' one. Namlng the problem is not gearly so important

‘

as belng aware of it and flndlng a solution since failure to do so
wastes resources, something whlch no one--but eSpeclaI]y the poor---
can afford to do. Y '

The matter of efficiency at th'is level ha; great significance
to the |nvestment "rule" since the rule assumes implicitly that

aIternatnve uses.of resources utilize them efficiently or, at least,

that there is no dlfference from use to use in the degree of wasteful-r"

ness. |If there is'variation, then the rule must be stated.in terms

<

of actual returns rather than potential returns. Thus; the, levels

‘described wbove are not independent of each other. EStimates of

returns to various alternative investment possibilities already take
into account the level of efflclency found at the project level.
This is done by assumlag'that all resources are efficiently utilized.
These general comments apply to non-formal eduation as a )
part of education in |ts competitive quest for funds2 and as a
‘claimant for a share of funds 50mehow allocated to edueatnon At the
third level and with respect to effuclency, there |s, of course, no
more rjason to justify the waste of funds for non- formal educatnon

than there is for any other activity. ) ’ - R

»

 Cost-Benefits and Rates of Return

-

o There are two similar techniques of computnng returns to

* education aﬁd/or educational projects. These are the famnlnar

befefit-cost ratios and internal rates of return. In the former, if
benefits are the numerator of the érgction, then the larger the
benefit-cost fatio, the more desirable the project. And one- pould
continue to invest in that project so long as- the ratio continued to
exceed that in other alternatlves.3 The rates of return approach
expresses results not in an explncrt ratio but as a rate of return
to;the |nvestment (cost). It is that rate at which the income
stream from the lnvestment would be discounted so that costs and the
present value of the |ncome stream would be equal. The higher the

rate so compytea,“the better the project and the greater the

W , e
- e - 3
* N .
.
.
.
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probablllty that it shouf& be continued as a recipient of investment
< when conpared.fo alternatlves The reSults of the two prOcedures

are-essentnaily the same in character so that it is not necessary to

examlne bothytechnnques separately in great detail. b Even though

they are 5|m||ar |n character, different ordering. of projects may be ~ .

produced by use of these two techniques. Indeed, even if one utilizes
only one of them, choices of “technique ia treating the variables may L~

/

" alter the rank order é‘ pr;jects.

- . Cursory examination reyeals that two elements ere involved
in both approaches:'.Ah,examination of "costs'" will be undertaken
first to be‘followed by a consideration of "returns." e
c_°§£i-_, / ) . ) , )

Costs are by far the edsier of the two td handle. Costs are -

of three vanllees expfiéit and impticit costs, and joint costs.

~

. Explicit costs .are ‘those whlch involve. actual’ expendAture for, the
partlcu!ar prOJeC§ with which one ns dealing. This nlght be teachers' '
salarles, books, and others which can easity and excluszvely be
|dent:f|ed with the pro;ect in questlon Jount costs are those which

. are |nextrxcably associated with two or~more activities. Adminis- l
) trative dxpenses, depreclatJon charges on fxxed assets such as " - 1

huuldungs, the costs of equ:pment used for productlon dur frig the day.

-and instruction at night are examples of joint costs. The existence

proe e

of, joint costs depends upon facllntzes or servrces shared. There L ..
) wnll be fewer joipt cost-problems at the agency or 5chool Ievel since.

* these are the services and facllltles which are-usualty shared. =~ - ..
But at lower levels of programs and courses the Jq}ht -cost problem T b
becomes more important s:nce?he.se adre the elements which share
Interests in costs |n non- formal educatnon will perhaps frequently be

at: the program Jevel, copsequently, the Jo:nt cpst problem will be of
*4  some imgortance. h: '

<.

. *
. Depreciation of fixed asset$ and similar costs aretjoint

.Y costs wvth the sharing, of costs not. between projects but between -

time perlods Thesg are not paid out to anyone in each‘accountnng . .

-~

-

- »

13 ‘ . . i . .
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period, but they are real nonetheless and must be acc0unted fBr
Joint costs and implicit costs are difficult problems to deal wuth
and soiutions are perforce arbitrary.” Tpe temptation is strong™”
simply to leave them out, ’but this clearly understates the costs.

. The moss c0mmong}mp||C|t cost of education is that of "income
forgone" Many of the consumers of education have other alternatives
open to them while they undertake educational activities. They
hight have earned income in a job, they might have given up a
better job in some other location in order to obtain schooling, &nd
so forth. jThis element can be ignored for the very young since the
alternatives open to them are generally not remunerative,'but for
youngsters in the Third world who enter the lab;r force at eight,
QIEe"’ or twelve years of age, income forgone both for them as indi-
viduals and, for their families may become much more important at these
ages than we are apt to consider it. Treating income forgone in
non-formal education is especially important and especially dffficuft.
It is impertant beceuse the participants of non-formal education are
apt to be mature |nd|V|duals who do earn’ |ncome consequently, the
_conc;Zt of forgone |ncome is likely to apply to a high percentage of
. fhe participants. It is especially dsfflcult to handle because of
both the heterogene4ty of programs and oF*partxcxpants.‘ Furfﬁermoreb
there is the poss;bnllty of income forgone (production) by the .
ehployers if the non formal experience is on-the-job. '
) We need also to distinguish between 'sociai' costs and Yori-
vate'' costs aIEEOUQh the'a}stinct?on between social and private
returns is much more important a‘d will be examined below. Pravate
costs are thoge payments neceSsary to attract resources to do par~
ticular tasks; social costs are what socuety gives up in havnng
resources involved in doing particular tasks. In a neat world
where resources wouldbe paid the value society puts upon them, there
would be no difference between the two. In a few cases in educatnon,
the difference betweer soc!el and private costs exists and may even
be’ important. Suppose private schools are parochial and manne by

a4

- priests and nuns. These teachers are remunerated by their ordersqgo

{

> v
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as to provide them with subsistence levels of consumpé\on and little ‘

s - N 4

else. This maintenance is the private cost of these resources, but

@

the cost to society is at least what comparably trained+human resources J

could kommdnd in a free market. Utilizing only private cpsts in

these umstances would grossly underestimate the cost of the ; :

educatiqn. For the most part, though, this is no real pro Iem-—

especially compar to the problems of treatnng the dlsparnknes between -«

social and privatel returns. . \_*(/‘—~\\\\ \

]

Benefits . \ ]

~ - . . \ . -
[ The denomThator of the benefit-cost ratio is much more diffi- “

cult to manage‘postly,because of operational difficulties in

[N "
measurement. At the outset, there is a difference between private and,

spcial returns, and we will concentrate First'on the former.
The prime difficulty in measuring priYate returns if'that
"isolating the benefits flowing from a specific educatjonal experie
. ear% in the coprse of his lifetime as the result of an educational
experience thdn he would have earned without having had the'educa—
tional experience. This is easy to state, Jbut the methodolog; is‘ \
another story. “Earnings profiles' are resorted to for this purpose. - .

From recordsS of present earnings of individuals whose ages cover a

-

broad 5pén, future earnings are projected for two groups, theoretically

alike in every respect except that one was subject to some defiaite

educqtional experiencé while the other was not.

- An example demonstrates the éechnique tlearly. This particular _—
one is drawn from a séudy donegin Brazil seékinq»to evaluate various

kinds of higher education. Earnings of secondary school graduates

(the control group) were projected from cross- -sectional earnings

data and the earnings of dentists were s:nllarly pfo;ected

These two profiles are juxtaposed in the accoppanying diagram.

in each case, earnings, are estimated for an average indi&idual in’

each group from the time he enters the Jabdr market until he retires

or otherwise withdraws. The earnings of the secondary school graduate

is. _—
ERIC | I v

| o
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through his Tifetime are represented_ the area ''adef’ and those of !
the dentist;by 'bghf ." "The differengzrbetween the two ('cghe'y) is
attributed {o the dentist's additional education. Since the dehtal.
student begy&s earnlng later and since the structure of the earnnngs
Ehrough time is dnfferent (i.e., the peak for the secondary graduate,
comes at an éarlier age), the two income streams must be discounted
(presuhably by the current rate of intere;t) to be comparable. The
differente between the present (discounted) value;6 coyld then be
compared to the cost of dental education enﬁ a cost-benefit ratio
computed. |f orfly the costs of the eaucat{on to the student are
considered, te result i; q.przyate.éost-behefit ratio. If'thg:subsi-
dization of education (j.e., cast.to the state) i included, then a
.social cost-benefit ratio is at least apprOQZh;d gﬁr, alternatively, _
the question could be posed, 'At what rate does the income attributable
to dental tradning have to be discounted to dlke it equaI to the cost,
of that rra«nlng?“ The mathematics is a bit complicated. but the

A
%

ncept is easy enough; and the result would be an "internal rate of .
(::turn" tor post-secohdary, dental educatlon <
There are a number of serious criticjsinsynot so much of the .
approach but of the technigyues one has to'emPloy in order to pbtaln
that ultimate desideratum, a datum. These will be eiamingd with
special attention to their 5|gn|f|cance in*Third world si‘tuations.
1. Most important, this is all reconstruction gr;m the past.
The passage of tlme may make considerable difference.-*For example, in
the case above, estuﬂates for the~future are based on curréent earnungs
of dentists who fun:shed their training (say) fortv years ago. The_.
prof:le ‘shows earnings peaking at age 60, and this 1nformatlon is )
gléaned from the present earnlngs.of dentusts who graduated when'they )
vere about ZS'yearé-éf age. The extrapolatton of informatton derived
from what denttats at various ages, now earn :o-estamate the earnings
of the average future dentnSt through hns lnfetlme Js—et least heroic.
But even worse, of xnterest to .the Third’ Norld ate new occupatnons and
new trannnng,experlences in radically different labor markets for

which past or even present experience is of no help whatsoever. In
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the absence of historical information--even if one were to admit its,

-

- relevance--new technigues need to be sought and found to substltute

for the preoccupation with the manipulation of numbers, any numbers, A .

to seven decimal places--however doubtful may be the results. ° . - (
, There is implicit in the method the assumption that the group

of: anterest and the group of comparison, the control group, are in - !

all respects homogeneous except for the one dufferent appligation-of : o

educatnon This may or may not be the case; but |f it-is pot, -the =

analysis falls of its own internal weight. |f the two groups vary in

more than the’ one'element, ;hen assignment of dnfferences in earnings .

to just ‘the dlfferencé in eduoatlonal experience 15 not *legitimate.

Suppose that those anbntlous enough ;o get through dental school are

/ those who hanker effectlvely for money . Then the analysis may demon- “

strate only that those willing® to work hard enough for money will
get more than those who are not--whlch is a sort of primitive conclu-
sion. This dnffuculty wnth the “qutrol group” is probably serious

‘ « in any cése, but it becomes a ‘particularly great problem related to
non-formal'edudation..'Non-forma)educationnay bé&experiences py the
indiv?dual in small, discrete, 3nd myltiple doses In the case, of . Ty
the four year dental program, this was a massive f%ﬁ?ement c0mparEd '
toeany casual post- secondary educataOnal experiences of secondary

"graduates, and it could have been reasonable to associate differences

in income with the one dlfference in educatlon With shorter, more ‘ SE
numerous, mubtipl® programs, theproblen of |dentafy|ng associations is M
much moré duff:cult Suppose &hree groups of :ndnv;duals who have -

all fnnlshed prlmary school are identified with non- formal experiences . ' .
:ndlcated by Iower -case letters as.fol lows: s . - .

. ]

Group ] et Group 2

'] , GI'OU 3 . .
* R R . ’ -4
* a \ a -
. b b ,
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if earnings are found to be different between group;, can the dif-

ference between Group | and Group 2 be attributed only to the applica-

tion of e;perience 1e"?  Will the difference between Groups 2 and 3 be
attributed solely to the order in which the experiences are applied?,
 Will the differeqces between Groups 1 and 3 be attributed to the
difference in otder? the addition of experience ""e!'? or both? This
simple hypothetucal exanp]e illustrates two points: (1) when tﬁe
applications are small and multnple the problem of idegtifying
securely a control group is immensely difficult; and (2) even the
intuitive assignment of cause and effect becomes less thén certain.
'3. This analysns assumes, too, that prices paid in the
labor market are determuned under competitive conditions or at least
.that there is no more, non=- c;;petltuve behavior |n~the market for the
sanpte group thah for the control group. The assumption in its purer
ferm is necessary for‘The wage to be equal to the value of the product
of xﬁe @orker i.e., so that earnings are an adequate measure of the

value of ‘the- worker s contribution to society. Consider the case of
¢x * "

an apprentlceshng experience in some closed occupation, $3y, meat

‘ cuttiﬁga Meat cutters throﬂbh their ability to restfict entry can
exercise ‘monopoly power in the sale of services.  Observed Jiffe?en;es
in eareings between a group of ''graduated" epprentices and a contrpl
group would be attributable both to the educaticnal experience and

to. the ‘'closed' nature of'thé occupation. -Thie has part}cular
-lnportance for non-formal educatlon in the third Worid because
(1) non-formal education has partlcular relevancé to the aceLlstlon »
of industrial skills, and {2) ‘the role of unlon§ in such economies

is frequently to protect skilled ‘industrial workers n9t'against the
parsimony of manaéement'but aéeinét the encroachment (i.e., “"compe-
tatnon") of the unskulled masses. "

L. Also of consuderable |éeertance is the cr;tncnsm that
this analysis is valid for prescribing at_the margin. Technically,
7t can prescribe what sHould be done with small ﬁncrements of funds™
as petween a number of functlonlng pFOJeCtS. It does not tell much

" about what should be done wuth large. chunks of new funds and how to

.‘ | 1l9 .'
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allocate them among many new, non-functioning programs. The task of
planners in the Third World is just that, though--making revolutionary
changes in the large with Dew approaches and new programs.

Yhe prob‘ns of measuring social, benefnts as compared to
private benefits are enormqus. . For the szt part, market prnces paid .
for labor may reasonably represent private benefits although we have
already noted exceptions. What the priest may receive in economic
emoluments are properly his private returns but are certainlx no
measure of the returns to society. The earnings of urban physicians
as compared to rural physicians are vastly different, but it is doubtful
that the social valde of their services varies as much.  Teachers are
frequently ”underpand“ according to what tbey contribute to soclety
,and accerding to the cost’ of their production.

There are all sorts of social returns assoclated with general
‘education and with literacy in partncular, espec|a11y~|f one values *
"democracy“ hrghly A socio- polltnca] system which permuts the
nndnvndual to partlclpate actively in the control of the world around
him per se places a ~high value on at least a modest dolleop of uni-
versal education. The individual in such a systEm~mUst be |nformed
and be able to obtain informatijon through varnous sources, SO the
>social returns to education are enormous, however incalculable, in
proportion as one values democracy One may speculate from its
behavior that the Latin Amerncan‘ollgarchy in the f;rst century of A
its independence must have conceived the social returns (from-its own
point of view) to universal education as havrng been negatuve, i.e.,
3s being a threat to the exlstlng pattern of- lnfe. ’

4

There is now a describable and fairly clear role for educa- )

tion in the process of "development" or ”modernvzatnon" gf Third

Wor ld economles The extension and nntegratlon of national markets,
the expandxng size of producing units, the extension of credxt Sys-
tems, the increased roundaboutness of production demands more c!erks

accountants, more correspondence, more litigation, more_:nventory,

more anticipation, all of which requ?res increased skills of more
" w v .

people. This aspect of the suhject_abrogates the disclaimer of the

" 20 | S
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ducation may make a pogitiQe con-

he market for skills might not

recognize and reward. ThenNséstimating ‘'social returns' would involve

.trying to fathom educatioft} 2§oﬁkribution to developmental objectives

. and thus trying to put so e value on them. To estimate social returns
adequately wouﬁd involve/ thus a very carefully spelied out theory of

the relationship betwegn education «and education with some means of

LY

putting values on inx ements of the latter.

. Summarizing/this section, both cost-benefit and rates of return
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ntification and isolation of the benefits ‘from specific
This involves idEntifying an ''experimental' group and
ing it approprnately to a control group. Another major diffi-

involves trynng to measure social returns a%e then to add them

°

to/private returns. Still other dlffncultles relate to the need to

rksort to past experience to pro;ect future income profrles when it

S emphatncally the rupture of the pe;nccngis past and preeent that is
ought. Furthermore, the narglnal nature of the*calculations and the|r
sobsequent prescrlptlons is still another cogent crrtacnsm The

difficulties appear to be, and indeed are, enormous.

-

\

The Manpower Approach:, A Substitute?

.- -

The "manpower approach" is sometimes considered to be a sub-
stitute,.and a desirable one, for -the cost-benefit and rates of return
approabhes. In some re&pects,.it is an adequate substitute, but in
its fundamentails it ''solves' the prime probrems of the other two
\approaches by ignoring them. Possibl& its pgeincipal advantage is
that it permits ignoring the fundamental issues and encourages the
attack oo practical problems wﬁ%ch can be solved. Examinihg this
&eradOX|cal or at least ambiguol® statement regarding these procedures

“the mair obJectlve of this secttion.

. .
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The manpower approach béglns by asking the question: What
are the present manpower re50urtes of the economy |n questlon7 ‘And
then it follows with:. What are the manpower needs of the economy T
Tikely to be at some target daQe? The ''problem,'" then, for the
educational community is to moJe -as expeditiously as possible from
Situation A to as close as posSJble to Situation B in the time '
allowed. This seeéms sensible %nough and stralghtforward The task .
is not uncomplicated, but many of the problems of choice seem not to

L)

plague the technlque as they do cost- benefit and rates of return _
procedures ﬁ ] ) '

. One very desirable asgect of the'.manpower approach is its
demand for an answer to its lnltlal question: Where are we now? The
required census encourages focusing on all sorts of appropriate
questions: - How many are in the labor force? What~do they do?  What’
are their ages? ‘What are their skills? How are these skllls ' ‘
def:ned’ How are the' skills measured? How were they acqunced? How
much substJtutlblllty is there between varioug categorles of man-
- power and between manpower and other, resources? (E. g., To what
extent can unskilled' or semi-skilled workers replace skllled per-
sonnel? To what extent can1=anpower replace machines or vice versaﬂ)'
‘Whatever the approach, the better.and more complete the data ‘
regardlng the initial situation, thea more probably w:ll u;eful
results emerge. And the manpower approach seems more naturally to
lead to a-demand for carefully surveynng the ‘current scene than do
the other approaches.” And’the reasons for doing it seem reasonatfe '
and even “practical," the Iatter benng of critical lmportance in the
polutncal!y economic world in which policy decisions are made.’

-~ Further, the manpower.approach seems readily'adapta&le to .

partial or sub-sector studies. *"Industrial workers''. can be enumerated,
future needs for industrial worRers can be estimated, and appropvlate

devices expanded or developed. - ' .

This is not without.its problema, however . lnformatlon may
be given to the eddcational planners’ that the agricultural sector

is to'expand 30 percent in the next chade, thﬁ industrial sector by.

“ww
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50 percent, the finance sector by 45 percent, and so forth., To be.
* » .
really meaningfyl, this information would "be much more specific. - . T
. l’ 'n

For example, the industrial sector would be broken down at least .

into major industrlal _groups: metal electrical, petroleum, eté.
Someone, either the educatlonlsts or the general planners, must
specnfy the technical relatlonshlps between these sectoral and sub-
. sectoral targets and manpower needs That ls\ if agrlculture is to
, lncrease by 3 percent per annum this implies how many agricul tural . .
4researchers? how many extension agents? how many rural credit
specialists? how many specialists in-agricultural marketing? how many -

. & .
tractor-mechanics? “In technlcal terms, each sector of the economy

K
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..%an be cons:dered as a special sort of productlon function with the
rate of gcowth being the output consndered “Each of these produc-
.tion functlons will have several inputs; for most of them, some
indirect edycational input wlll be included ln the form of, increments i
of trained :>~§E’lled human resources This educational ipput,- ot

i better' ”the var ious educational sub-lnputs,“ will be described in
terms of numbers of people with specified skills or knowleAge to be
employed” at certain dates. This schedule of '"educated' or ”tralned“ '
inputs jntogethe nation's varnous production processes will be in .
essente the outputs requnred of the educatlonal machxnery of the .
‘nation. Maklng the situation even more complex, within some lnmnts
educatnonal nnputs in the productnon funct;ons for each sub-sectar . *
are probablxygubstltutes for 9ther factors and with the educatuonal S
lnst of outputs one product“ may be substituted for another ulthln T
some limits. St ' . . . '

€¥hxs is a real world problem although at may be dressed.up in

analytlcar terms: |ncreas|ng output in any .sector will require
increased .inputs of ‘the human factor. 1In some casesq improved
quality may be required;™in others, improved quality may substitute
for quantipy. The general planning establishmeot may estimate the
technical SSE£ficients (Y.e., how many of each 'kind of input is ° . é

required per percentage point increase in each output) and tell the

educatlonal establ.ishment how many of each specific type of human

. v
.
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resource to anticipate producing in each of several time periods. .
Alternatiwely, it may inform the educational establishment of the . .
output targets'for goods and, services and leave the Ministry of

- Education ‘(or whatever) to d& its own estimating of the kinds and .
quantit[es of educational outputs required. The task--whoever,hac the

Y

responsibility--is no easy one.

\

- Once it has been specified that different quantities of

several varieties of labor are required, then programs can be

~deve|oped£ costs estimated, resources budgeted. .If the resources
. iupplned re not equal to those “required X then priorities have to
be éstabli hed with, decnsuons made either not to produce all items or ' .
to do Iess than an adequate JOb producing all or some of them--e g.
it may be decided that it is better to have 10,000 seventy percent
competent engineers than 5,000 entirely competent ones. ‘At this point,
the problems of “administrative efficiency" become’ cr|t|cal since most ’
of the questions of "allocative efficiency' have either already been
solved or taken care of in some other |way. ’ '
This brings us back to the central hypothesis of th1s séction==

the illusory nature of the dlfferences between the manpower a roach

h Y and the two approaches discussed earlier. The balance for most prac-

cost beneflt ‘and rates of return are concerned with allocatlve exfi-
‘Ciency: how many”’ resources should be devoted tJ this, to that, and ‘to
! the other--based on the comparative cdsts and returns from alterna-
tive uses of resourcés. These are crltlcal social questions and
chronolcglcally the first to be encotintered and to be dealt wnth
’ The manpower approach takes as ''given' most of the answers to alloca-
ntive effnc;ency questlons. That is, when most of the -manpower
- qugstions are raised, it has already been decided on 50me,basis or | ¢
other that the glass industry ought to expand, that the buggy lndystry
ought to be contracted, that transportathp by air should expand
that sugar shodld contract but that soy beans#should be expanded. .

Given all this, it is realtively easy to proceed on a‘manpower basis

[ ’ . i -
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'
to provide the training, fill the holes, fol!ow the plan.” Upon con-
_sideration, it becomes clear that prior decisions regarding sectors
"to be expanded, contracted, and so forth are made (conSC|ous|y“or not)

on the basis of some cost- bene?lt calculation, e.g., ''more resources

)

should go into power generatnon since that is where we will benéfit . r
most.'" Thus, the two are seen to be not subs(itutes for each other
\ . ce

but rather to be successive step approaches or ''different level'
approaches. Perhaps the most important implication of this is that
there is”"no way one can be ''shed! of the allobatioﬁgguestions by

deciding to "adopt' the manpower approach as opposed to.ihe cost-
3

4 -

benefit or rates of return approach. '

.

+

Unique Characteristics of Non-Formal Education

Nearly all of tuat Qhat has been said above applies to educa-
tion Jn general as well as to non-formal education. This section
will turh speC|f|ca|Iy to examnnlng non-formal education and the N
. special problems it has and advantages it offers. Eor these purposes,
non-formal education is regarded as a variedated set of educational
exper.iences planned and copsciously delivered by someone or agency, .
heterogeneous with respect to participant age and entry requirements,

. sponsorship, delivery agent, instructional Eethoq; duration, intens{{y,

official recognition, ‘ateriql offered In general it is specifically
vocationally oriented ﬁlth ‘tHe maJor eXCeptnon of literacy traiptng.

P+ ] .3 Perhaps-it is en advantage that non-formal education requnres -
<{ that the investigator begin by looking very closely at 'measurement.

techniques. At once it becomes apparent that the standard technique

of measuring effncnency in educatlon is denied him:' he cannot (
sen5|bly lelde ‘total costs by some un:t of input to obtgun‘aq average” T4 7

~

cost -per un;t of outpdt. This s what is done when costs» are divided -
by the number of students (an |nput) to obtain costs per, 'student.
This uses an input.as a dummy for output. For standardJZed, formal s

primary and secondary school situations, the procedure has some - ~

legitimacy providing it is used knowingly and with care. What makes

the proced&:e legitimate is the implicft assumption that passing a
» A) . .
' 2 d ) * . \ ’




N4

+e

Q

ERIC -

Aruitoxt provided by Eic:

18 LT

.“:‘ l ,
o, . '

youngster through one year of school has some average educational

result standard throughout the sys{em and well recognized (whether

it is or not) by everyone. Thén 7't may be ‘possible to compare effi-

ciepcy as between schodls on the basis of(costs per student-year

We are quick enough to recognize that th|s is no longer applicable

at the university level where a reasanable cost per student-year in

economics is no more than equal that of cost per student- ~year in med i -

cine than is the level of the salaries of professors |n‘the two
academ|c slib-units. . _

v Educatlon, as l see it: is the process of trahsforming a e
person or set of persons from some defuned |n4t|a| sntuatpon to some
defined : lntarmedlary or. flnal sntuatlon %t,;s thls transformatlon

" and eancuency in bringing it about thatcauses the medsurement prob]em
At the outset, the fact of a student s mere presence is. not a, very i
good measurg-of the transformatnon one is seeking to measure

-

This becomes partlcularly - problem in the’ case of non-formal

educatnon because most experiences are not standard ones. "It jis - e

neither posslble-nor legitimate to start wuth the assdmptlon that
partnc:pant Hours'] or‘“partlcrpant years" is. any méasure of what is
aCCOmpllShed To do so would beg the questron of measurlng output
Furthermore the student or partlctpant,ls far from the standard ’
he tends to be in the usual formal schoollng sutuatlons He may be a
common Iaborer he may hold the h|ghest unnvers|ty degree «He may
have had ||ttle schoollng prior to the non-formal experience; and iy
_he may have had all sorts of other non-formal exper iences. The
program may Iast a month;..it may Iast several years. It may be on-
* g the- JOb in whlfﬁ case'absenCe from pnoductlon may be a cost to the*-

employer' it may. 7y b8 f-the JOb byt whlle the worker is fully -
‘employed. ‘?@-that case what rfanythong,ns “fqagone" and how is

it to be “costed out?“ s the. partlclpant $ ”¥e|sure.forgone” not . .

to be valued ’ |n'50me way? The obJectlves may be well defined as
that of training non-skilled workers to be "lathe operators’'_ -
. helpers," or they may be defined specnflcally enough i terms of making

persons ''functionally ligerate'' leaving the use of this transformatlon

-

\
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. This is the critical point: There is

and its value not tog/cle

some purposes in formal gducetion for the measurement of outpﬁt.
: Non-formal education is forced tD define very clearly what it is
b trying to do and gyﬁ(to measu}e its results if there are to be any
‘answers to questions of efficiency and return. This is at &hce an

advantage and a dlsadvantage : .

JThe purééiks of non- formal education are usually nacrrower than

., . those of for@al ducatlon, ver poorly the latter might be defined.
The narrower the definition of objectf&es and the moy e clearly they
"are laid out, the more nearly it may be poss;ble to make SOme mean-

ingful measurements of educational outputs. This may be the re ult

of testing in the case of skills learned or the formal qual Hficktion
for goﬁe particula; job--prov{dihg the latter is ndt'simply a davice
to restrict entry into the profession or occupation in question.\ It
may then _be possible td descr:be a series of alternatlve systems

“which start wrth persons with a set, of characteristics, S, and wit

. io
them perform some transformation so that they finally have a set of

characierist?cs, T. With skill and good luck, each of these alterna-
tive systems could be costed 'over the relevant ranges'' so as to
permnt comparlson of the .alternative systems as to "effncnency

The phrase 5; the relevant ranges'' .is to emphaS|ze the p0551b|l|ty
of the effects of size nn dlfferent de]nvery systems. The following
graph |llustd72es the p055|b11| y that may exist in whuch Program X
would be chedper than Programy¥ over a conscderab!e range but become

‘'more expensive as the number of transformations to be produced increases.

1

- . ave?a::\

cost
‘-
number of transformations
. N7 ¢ . -
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gests that the selectionr from among alternative "transforming"
9

Systems may not” be eatarely unambiguous. ~

P Further, the careful need to describe the initial and. termina-

\
ting sets of fc istics is emphasized. Inputs of individuals will i
not be hofiodengdyy but ought to fall W|th|n y-1 faurly small range of \

variance

e meannngs of the“variancg understood. An optimal
training progfam for producing lathe opngfo

rs, say, from seventeen-
year-old youyhs picked up off the farm deﬂd:ﬁossiBIy not .be the same

e_des+¥gned tosproduce lathe operators fgbm unskilled but experi-
enced factory wo;dirs within a single plant. Both groups might

complete the programs »;i)n.‘-set of characteristics T but they might .
ave started with sets of Gharagteristics SI and 52 caus:ng the

regrams to have rather different educational tasks. OF, it might be

that two identical groups may be trained as lathe operators--one to
do a limited number of operations by rote and the other to do the
. same operations but with an und%istandung of the process, knowledge .

of maintenance of she nachtnery capacity to suggest nmprovements, etc.

This stresses perhaps the obvious that perpetrators of these sorts of

Pputput measurements are not without a few sticky problems of their
own’ and ought to handte the conpartSons of efficiency as between
- programs with a fair amount of care and understanding.
There is no great dnffnculty in making comparisons between
Balternative means o% producing a'bomogeneous product. With appropriate
i information and/or time to develop .it, alternatives can be ranked in
order of ''‘cost effectiveness," Whether one wants to call this
- Reconomics' or 'Yadministration," much can clearly be done here by <
specialists in developing Hata,.requiring clear statements of objec-
‘tives, developing measurement criteria and tools, etc., so that the t

‘society can get mére-from the resources it dedicate§'to he Yurposes
+ in questions. v

~ But this is of nc help, to come back to our earlier theme,
in answering the queetion of whethen society should produce lathe
operdtors or automotive mechanics. It helps little, either, to be

told that it costs three times as much to produce one compared to

&
-
]
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. . .
the othef. And it is not definitively help€LT to be told tnat the more
expensively produced specialist earns four times as much as his iy
cdunterpart. If we want finally to make comparisons between programs ) .
to produce mechanics, lathe operators, watch makers, farm managers,

- and so forth, then there is w0 alternative but to .put values on each.
Present market values serve some useful purpoges, but we prodice for J
the transformeq future; and those market values may also vary con-

] siderably in private'returns as opposed to social returns. This .
reraises all tRe problems of valuing benefits and returns. - ’

One of the frequently cited pitfaII; of evaluation in formal -
. education is tha‘ of distinguighing between expenditures for educatlon

as "investrent" and those as ”consunpt:on "' A course in French may
provide a lifetime of pleasure %0 one student who uses it to enjoy -
French poetry. éhe same c0urse taken by another student might enable '
himn to become a productive export-:mport h0use manager. The former

‘case represents expenditure by the society for ‘'consumpgion,' and

the latger is “investment' in the sense that it adds directly to the -
npation's produétive capacity. Much of tradjtional education is a
7 . mixture of both although precise determination of the ratio is not
possible. But the issue is'an impoctant one .in formal education since{
xnvestmen;“ expend:tures have posttive growth and developmental . -
|npl|cat|ons wh:le "consumption'! expendltures are at best neutral. 7 K
Non-formal education seems to be wlthOut-Iarge elements of this, .’
particutar problem. .As we envisage the latter, it is Iargely'job-,
skill-, task-oriented (although it need not be),'ana.the major elements . .
are ”investnent" with little exbenditbre for '"consumption' in fhe~sense
empIOyea here. ) )
Finally, there is abroad the notion that non-formal education
can be an inexpensive. pervasive substitute for formal education and
‘that perhaps it will serve as some sort of panacea for the. human

resources problems of the developing world. ‘'The Th:rd World countr:es

<

cannot afford universal, traditional educationy therefore, there must ¢

be some sort of substitute:. vVoild, non-formal' education.' This is
4 ¢

\
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perhaps overdrawn to the extent of setting up a straw man, but the view

warrants three brief comments:

1. One may ardue that the formal educational system and its. ‘

administration are ipappropriate and, furthermore |ncapable of .
reform. Then, it may follow that a subStitute sys should be -devel-

o

. .
oped. There i3 considerable pr bability, however,”that the

central ization and massificatf/on of the substitute system woulo ; .
subject it to the same politic and‘bureaucratic processes as the
formal system and would point it toward the same ossnflcatnon ®
2. Non-formal education is generally’ noi‘vnewed as a real
"substitute" for the formal structure but as an appehdage or supple-
ment or a substitute at the mergin. It is engirély possible that
the non-formal Elternatives are mocre effective inlpfoviding some
services, but this is a far cry from arghing thatibecause non-formal
education is more effective in some activities it khould be more
‘effective in all, And non-f wal means may be better ways to produce
lathe operators in a’ popuJatnon were functional litéracy skills are
aIready present than more tradvgvonal means, but th:s does not argue /
either that all the tasks of educatjon are better performed by non-
- formal education. The formal, ‘trad:blonal educatnonal nechannsm is
des:gned--nf for nothing else--fo Qgpture advantaQbs of 1he econonies
of scale. Curricula sre standard, teachers are produced (95ually'wnth
much less formal education then we require) in standard corricuia,
texts and syllabi are used nation-wide, pupils are kept within'some.
ranges of sqandardization by age-specific requ}rements and entrance
exams at variqus levels. This can be (and doubtless is) overdone;
but She‘fact is that traditional patterns everywhere are partly the
resuli of a search for efficiency especiefiy when measured in terms
of costs per'pupil. The fact of poor programs, rig?dity, and other .
ills does npt negate the potential ganns from size. Much of that we
. see des:rable about non-formal educatxoh |s.f0und in dynamic programs,
flexuble and unique, stressing xnn0vat|on and reform Desirable as
these may be, these characteristits tend to B those of relatively . y

small, ;§€c161 purpose programs bu:ldxng on the be\e already

. .

o




established by’ the traditional system. This does not arque, inci- ’ . .
dentally, elther that formal educatnon is efficient or that non-formal
educatron ns |neff|cnent " But it does argue that non-formal educatnon
as a supplément to the formal structure’is quite a differgnt actiivity
than it wou[d be were it éssigned all the tasks of the formal system.

'3. The: prescription that non-formal educaticdn ought to be .
sgbstituted for;traditional education is a narrow one, an& particu-
larly a narrow economic one. Its prnncupal defect is to overlook the
social returns related to partncnpatory denocracy and the necessary
role educatlon must play in‘providing the bases of demgcraty. The
) spirit of the nation as-a commuqlty, the sense of belonging, the
notion of commonality of history and of destiny, and the compesence
necessa?y to participate ih social decisions are_perhaps the most
valuable products af the school (however badly they q& their jobs).
These are imponderablés, 4mpossible to vaﬁue and measure, buf this
does not deny their existence nor suggest ignoring them. Truly
alternative educational devices, if théy are to be substifutesq
ought to seek ways pf satisfying these values as wel] as the more ‘
easily treated spec:fuc ones usually associated* wnth non-formal .

. . educetional progects~

. ' The RuraT‘Settor

it is certaun]y easiest to d:scuss non-formal educatnona] Y
natters nn terms of job-oriented vocatnonal type edycational aCthltleS
of the moderp sector. There are good reasons; though, te turn atten-
tion to the rural sector since it encompasses the mass of people and
especially the mass of the destitute. * )

in tHe abstract, economics has essentially the same message
for this sector as for othe}s. but the practice becomes more complex, ° °

. debendina very much on what orie imagines in considéring non-formal ’ T

educational programs in rural areas.

In-all probability the ties of 'benefits' to some single,

measurable variable will be rmuch less clear and demonstrable. A

worker with certain skills receives a differential wage in the R

3i
ERIC”
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‘among many on his bow, the compensation for which would be difficult

ductivity is not necessarily enough; for the benefits may accrue to

),

industrial sector; but the peasant receives benefits'(to say nothing
of "social' benefits) in a much more obscure fashion for a number
of reasons. First, most agricultural worker-employees are not highly .

specialized and acquiring a single new skill would be one new strinb

to distinguish. There may be exceptions to this in a few cases of . :
plantation’labor, but the general notion seems reasonable. The

indystrial worker, on.the other hand, tends to be sﬁecialized, and

his .skills tend to be hierarchical and replaceable rathet than comple-
mehtary. Second, mSst peasants are not compensated.in money wages

and the structure of the earning system is little described and

understood. Ultimately, earnings depend on what is produced and sold? ‘
These sales may be made in monopolistic markets, thus reducing the
usefulness of product\prlce in measuring "'social benefit." But

‘tenancy DFOV&SIOHS, monopsony in the agricultural labor market,

payment in kind and/or in permitted use of hacienda lands further

separate_the'actual compensation of the peasant f‘om the product

produced and sold. This suggests that increasing ‘agricultural pro-

the urban society, the landed or to riddlemen depending upon the
ﬁarket structure and |nst|tut|onal arrangements. Even the rare case
of the Swner-operator, conﬂercual-farmer peasant who sells in a

relatively competitive market8 would present much more difficult

,problems of "feturn" or 'benefit" estimation than the case of the

skv]l conpensated industrial courterpart. The whole range of

skills, technnques, and knowledge is always brought to bear in an

égricultgral enterprise, and the effect of change in any one of them

9

is difficult -to isolate. The owner;opérator subszstenve-farner

peasant presentsotherprob]ems--part:cular]y those of record keeping

- .

and measurement. )

) One can eagily envisage a multiple-thrust }uf 1 deveibpment .-
pfogram--o;; aimed at improved markefing, increased fj??TTTza( use, "
purer drinking water, |mproved nutritional standards, and so on.

"Costxng" such a program would be-c0ﬁpl:cated\\n~olvung, first,

»
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separating sets of joint costs from several agencies (e.g., Ministry
of Health, Ministry of Agriqulturg(/haﬁistry of Education} and then §
aggregating the results. Bendits would be even more difficult to
measure (e.g., decreased infant mortality, impréved sewing skilFs gmong
‘thé wom;n, fewer caries, aﬁd better crops) and, once measured, t :

LAar)

* put values on. : .

. If is perhaps easier to think of this sort of comprehensive
ag, ultqtal rural program |n the Iarge because it lacks the speci-
fEiAy at the local Ievel of a course to train tractor drivers. What .
effect does this con5|derat|on at a<national level or regional level
have? First, it eliminates or reduces the problems of joidt'
costs: the higher the level, thé fewer the problems-of jointness.
although if thetSE:;e non-related ﬁrograms some joint cost problems

ec

will'remain. § , there may be an. illusion that consideration of

benefits is easier. But, in the final analysis, benefits accrue (by '
. design)\to'thousands of individuals on the Ian& and infthe villages;
aggregating benefits in the nation's capital by estimafion really begs:
the question of benefits rather than answering it.

Suppose, fnnally) that all these problems are so}ved and that
solid estimates of costs and benefits.can be made and that the ratio
for a gnven rural program is smaller than for a modern sector industrial

rrammg*progran This is (would be) very valuable inforhation, l@
on.

it might not still be conclusive witerespect to an investment dec

If’ there were a desire to redistribute income to the rural sectors,
some additional ''social'' component might be added to the‘"private"
benefit to ‘reduce the.rural cost-benef.it ratiq\to some désired level.
The size of this component depends’on political-social tvalues, the
objective quanitifcation of whith is not possible. ‘One might be
tempted to multiply all rurgl.ﬁroject berefits by 1.5 as an arbitrary-.
expansion ?éqtor to give them additional weight in the decision- .
making process, but the suspect nature of the multiplicand is so great
that any widespread use of cost-benefit analysis to re\ch decisions
between spec:f:c‘moderp-sector versus rural sector programs is not

. likely to develop soon. ) ..'

‘ - . ) -

.




use of cost-benefit results to favor or dény on an objective basis

This analysis is discouraging with respect to the immediate
investments in particular projects. Even cost effectiveness calculations
must be regarded as less than perfect. These diff?cullies stem from
the nature of the envisaged program--joint costs, joint products, and
results not quantifiable or not susceptible to valuation. The

‘'economics'' has not somehow become worse, but the problem is much more

complex. 1t has been eyer thus, and decisions have been and will

cantinue to be made w/thout thé benefit of a number as an objec{ive
guide. "Certainl e discouragement is not to be interpreted that 7
projects.sho d be suspended, discriminated against“ or favored because
ef inability\to evaluate them precisely. Nor is the difficulty of the
task to be intefpreted that efforts to evaiuate should be given up.
Ipaglnat(on and a great deal of hard work can tell us much that we

do nrot now kaew and particularly about the rural sector.

*

Conclusions

-~

* The case for economics has been made as the essay progressed.

.

" The principal conclusion is evident: Analytically or in the abstract,

economic questions and their answers are at the heart of the very v
tough questions related to the national allocation of resdurces but. -
performance with respect to empiricallrespoqses to the questions fatlls
far short of what migﬁt be expected.. This is particularly true for
developing economies. Further, empirical results become more suspect .
the broader'the question asked. Less certainty attaches to responses
to questions concerning the allocatnon of resources between educatnon,
defense, and agriculture than to those concernlng the allocation
between engineering, medical, and agrlcultural educatlon. Even
better answeri can be given for the selectlon between alternatlve
means of accompllshlng a given educational task.

”Develop?ng economves“ is stressed in the conclu510n'above
for two reasons: (I) The data requnred for cost-benefit and/or rates
of return analyses are- sophisticated and fredgeﬁtdy only available, in .

the richer countriess--if there. (2) Yore important, economic

- .
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est for'

'"Development’ for the Third Worid
change in thé future and, indeed,

tecAniques—of measurement rely heavily on the past and apply b
small incremenrs at the margin.

tadical change rather . -
With comparatively good data, with magnificent S
ities and budgets,

resggrch faci

we are far from having solig énswers
ny of these questions for the United States as the work of :
tz, ‘Solo, De® son ‘et al. attests.

The answers may be poor for want -of data and weékness of con-

» but the guestions are the apprdpriatq ones. Those responsible

- . &
llocating and administering scarce resources ougHt Jalways to be

in seeking to answer two questions:

1. ‘Why this activity rather thah some other? What can

society expect from it as opposed to another
expenditure?

e .
2. How can we get more "transformation' of a particular . :
. : kind once resources have been committed to a certain .
activity?

It is regrettable that economics cannot yet crank out simple,

unambiguous answers to the questions posed at the national and
ministerial level.

inter-

- I'ts predictive and comparative tools are simply

too weak. This calls for a great deal more research than has been

done or even'contemplated. Studies at the macro level may. now be

productive enough to aid decision-making by supplementingﬁintu}tivé
and poliitical criteria, and they yield very valuable by-products in . v '
the form of new data and new relationships as they aid the search

for better methodelogy. Most valuable and immediate returns,.fhough,

will come from competent, intensive research done on particular

N
Projects or programs. These case studies will break out new data,

" begin to formulate data needs for evaluation so that delivery agencies
)

will be eacouraged to develop needed data, better methodologies or - ¥

evaluation may be evolved, and important descrﬁp;ive program materijal

may be disdeminated: Little by little,

this knowledge must be
gevelopjd and integrated. . )

" ‘Alopg these lines, it is clear from a search of the literature

tﬁa{.vefy little is known about the scope and effectiveness of non-

, formai education in the Third World. We know even INttle about ‘the . :
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|dent|t|es of the providers of traunlng as a study current]y being
“terminated on a Brazilian topic shows. Attention needs to be given,
perhaps first of all, to this census question. Careful attention, then, i
. needs to be given to the problems of good definition and measurement
for sTall enough prograés so that the goals can be treated unambigu-
ously and outputs be subjected to measurement. Without measurement
of outputs and inputs there can be no evaluation, and unless some
systematuc means can be found ro put those Into some common terms
{(e.g., money value§) the crutlcal comparisons | between alternatlve "
meana and between programs cannot be made There is no good alterna- '

tive to suggest in the face of the’ faulure of - economncs to supply

requisite answers, | %ecently heard, though, an unattrlbuted quota-
.f}On which seemed to be prégmatuc and philosophic about the situationy
“A thorough description of the educational system of any country

will reveal more inefficiency than its gover;Rent will be wnlllng to

.- deal with in our lifetimes."

:

-

Resources have been and will continue to be allocated by
societies in- the absence of precise methodologicaf indications of
l*best‘l solutions. -Economics provides a rationali y for the allocation

of resources but is_not-yet’ able to handle with assurance the opera-

l

"
*
) st

i
‘

tional aspects of that theory for an investment so. complex as

":-‘i ‘I~'j
]

oy

education. It is not the best of all worlds but it is certainly not .

. amiss to raise constantly. the questions associated with rat?onality--

€

even granting that ‘for the time belng a great deal of decision-making

will of necessity depend llttle on the formal answers of economic

theory andof econometric models. Hopefully, decns:on-maknng can ,
proceed with much good sense and solid intuition constantly pol:ced ~

-
.

by an observant and responsive polltlcal mechanism. . . )

-~
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- NOTES: CHARTER t ‘

Specifically excluded so far as is possible from the scope of

this'essay is' the perplexing, "external'' problem of the relation-.
ship between ''education,' of whatever varnety, and ''development,"
however deflned . .

2. "Funds' is a shor t-hand expressnon for I'real resources'' gince it *
is these which are used up rather than money. )

3. It is perhaps wise~here to remind the unwary that we are considering
cost-benefits at the margin. These may be very dnffgrent from
average cost-benefit relationships.

4. There are technical differences which are discussed. in the litera-
ture with each method having some advantages and disadvantages. ) .

: 5. When such records exist. .
- - - . ~ * -
6. The ' present value' of an income stream is sometimes computed te
_compare to '"present costs'' of the pro;ect to producewit. |If the . -

former exceeds the latter, the investment is ''warranted' in the
sense it is worth more than it costs, but this gives no clue as
to its merit vis & vis other projects. The problems associated
with this are those of estlmatnng costs and particularly the
income stream and those of selecting some rate of .interest for.
discounting the income stream. )

7. Add to this:  education is frequently subsidized by the poor €or

the rich. .
>
.8. So that the assumption is tolerable of prices repnesentnng social
benefits reasonably well. | .. i
. ~ - . )
. ‘9. One can imagine holding everything else constant and ‘'applying"

additional fertilizer--estimating fertilizer costs c.i.f. and
measuring ’increased output at its sale price (beneflts) but
- . this is hardly what | understand by a "rural development“ program.




.brought to bear on this question dd not substantiate this conclusion.
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’ “ MEASURING THE COST OF NON-FORMAL EDUGATION*. ‘
v - LN R PR £ 1
An ihportant conclusion that emerges from our survey is that -
non-formal education is less expensive per trainee than formal . ‘
education -- James R. Sheffield-and Victor P. Diejomaph, Non-
formal Education in African Development. .
Our new and increased ac%ivitieé are likely to fall in . . .
the search for less costly education through noh-formal
training -- World Bank, Education Sector Working Paper.
. Yy, .. . . -
These two quotations exemplify the generally held opinion - . .
that programs of non-formal education are less costly than programs "

which’are delivered through the formal educational system. The purpose
of this paper js[ to demohstrate‘that while the conclusion that non-'

formal education is less costly may'Qp correct, the data which has been

An attempt will also be made to indicate which types of information

should be collected if cost comparisons between nqn-forma} and

formal e&ucation and between various types of non-formal educétion-
are to be made. Finally, @ research project is dfobOSed which is ) B
designed to test the feasibil{ty of collecting cost data using a.

common format to compare férmal and non-fo:ma].educatjoﬂ;{ projects. ,

An Evaluation of a Cost’ Comparison of" , i
" Nori-Formal and Formal Education - ~

To illustrate the presént state of cost dat; used for compa\i*-¥-/
sons of formal and non-formal education in less develbped countries

it Was decided to examine one of the major cafe studies from African

‘countries used by Shgffi%!d and Diejomach--a program attempting to

provide vocationally oriented education in a non-formal setting: the

Kenya Village Pdlytechnics (VPs).

*By Michaél E. Borus. -
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. . In a section t|tled ”Cost -Benefit,' Sheffield and DneJomaoh ! ;
make the follognng statements: - .t

) .
One of the chief attractions of the village Polytechnics is .
their apparent low cost. According to NCCK (National >
Christian Council of Kenya) statistics collected in June 1969
annual recurvrent costg (discounting boarding arrangements)
range from $146 per student per annum to $31 per st_gent per J
annum. John Anderson's 1970 report, "The Village Polytechnic s . .
Movement,"” gives a rough estimate of cost for a polytechnic ) T
‘of 30 students. '

This cost\of $70 per student per year coﬁpares with a cost of -
$23 persstudent per year at a typical primary school.and ) .
costs of between $130 and $150 per student per year at a
rural secondary.school.

Unfortunately,aghis apparently straightforward cost comparison is
typical of those used to reach the conclusion that non-formél education_
is less expensive than formal programs; (1) it makes inappropriate .
-comparisons, (2) it_applies an incomplete accounting analysis, and .

(3) it fails to consider who incurs thé costs of the programs.

' Compar.ison of Dissimilar Produéts -

. - The most important shortcom}ng of cost comparisons such as
that of Sheffneld and DueJomaoh is they implicitly equate the product$
of the grams benng studned. When they make the simple cost

. comparison of Viltage PolytecZzica:and secondary schools, Sheffield
and Diejomaoh are in effect saying that the product of a-VilIage
Polytechnic is |nterchangeab}e wuth thé prodgNt of a secondary sehool oo
Such an assumptnon lsﬁgotally inappropriate sincé the Vlllage Poly
technics are desugned to provide their students with marketable

" skills while the secondary school system is attempting .to' provide ) .
its graduates with a more classical general education. The closest
- formal institutions to the Village Polyteohnlcs are the secondagy .
vocatnonal schodls since presumably both are interested in teaching
young men and: women to be productlve members of the labor force.

Even with this modification, however, % closer examination of the

-

students completing the ptograms and of the curricula provided to - -

"them indicates that they are not meant to be.substltutes for each

other. ln effect we é‘% still comparing the costs of app\es and oranges.‘

’ - .
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The ideal Village Polytechnic as presented in a handbooﬁ
produced by the Ministry of Co;operatives and Social Services is

it [the VP] aims at giving primary school leavers from that
area skills, understanding and values which will make them :
able to look for money-making opportunities where they live
and to contribute to rural development by building up the
economic strength of thelr own community.

P

- The objective of the V|JIage Polytechnic, then, is to provide students

with sKills applicable in their own rural areas. Courses that seem to

be most prevalent |nc|ude carpentry, masonry, tailoring, and farmlng
_The skllls provjded are for a relatlvely simple technology thCh does

not use sophisticated capltal equiprient. The general educatlon pro-

vuded is’also qujite 1imited. "There, are’ usually courses in Engllsh and

some mathematlcs, but only on.a basic level.

-

P
'On the other hand, the students in the vocational secondary
schools receive §omewhat more sophisticated training Many will subf
sequently entér the Kenya or Mombassa polytechnrc .inktitutes to
receive f&rther tra|n|ng in the mechanlcal engrneerlng, electrical
‘engineering, or bunldlng and c:vnl englneerlng departments. > The
education provided in the vocationgl secondary schools dlsq tends to
be more general and less’ flrm‘SDEleIC ‘it has appllcablllty .

in'a variety of different occupatﬁons and wnth a var;ety of different

types of firms) than is true For‘V:IIage Polytechnlc traihinhg.,More=~

over, the educatlon in the vocational secondary schools includes =,
much greater non- vogational training in such subjects as Engllsh

mathematxcs, soeﬂi( scnences, etc. than exdsts in the Vlllage Poly=
* technics. anally, the students’in the vocatnonal secondary schools

.havs as their ultimate obJectlve empIOyment in theﬂ/ormal sector of

. Thi's bri escr|pt|on of the two prggrams shou]d lllustrate
‘fhat the ObJeCtIVES of the Village Polyteghn:c and the vocatnonal !
-secondary school are not the same. .M sﬂch cases -one can.only make
decisions about the relative costllness of the two programs when one’
is also evaluatlng,thesr relative benefits. For instante, ‘it is

possible that the greater géneral education:and hiGher skill level

.

-y
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provided by the vocational secondary school is not‘RECessary to the
.development of Kenya and, therefore~\~bat there are no benefits to be
derived from such additional tra|n|ng Then one could concluJe that
the Village Polytechnics are a preferred investment of the society's
scarce résources because they ere cheaper.’ If, however, one were to
decide that more teghnioa?ﬁv‘sqphfsticated and better educated indi-
‘vjduals were necessary to the formalvsector of the economy while
persons with relatively Iimited emountffof training were needed in
thé informa] seetor, one would view the Viilage,PoLytechnics and tha\::;‘_’
vocational secondary schools not as alternative sources of training -
but rather as two independent, necessary types of training. .One would
then seek to questlon the cost- effectnveness of each type of training
to detern:ne.nf each was benng provnded at-the lowest possible cost.

\

'n

- Incomplete Accounting

) , The acgounting systems appljed\to education primarily reflegt-

accounting system probab iy will

the expenditures of a partlcular goxernnen&gl or‘spensorlng ag;:cy

during a given time period. 'Such a
:never include:ell of the costs that the society incurs in providing
ezucation but the. Sheffield and Diejomaoh figures appear particularly
ancomplete For Jnstance |n§5beéarea of personnel, as Anderson \
pounts out in h:s paper, the cost fngures do;ngt‘tnclude the salaties
o expatrnate staff.: Yet at most of tha\YPs“expatriates represented
about hatf of .EE'!taff One °st|me:e\:;xthe average cost of .expa-
traite staff used by Dorothy Thomas in a survey of educational costs
is $5,700 per volunteer. 6 However, since the use of such ‘a cost\ .
‘figure would nflate the cost pger student. to such a great degree a:;
'
s;nce the Vl]dage Polytechnics |I| be ‘Kenyanized in the future i
s‘reasonabie to merely incrdase the figure for staff salar(é??ﬁy
- about 50% sunce salarles represept between ne- and two-thirds of
the overall bu&get for\ recurrent costs. The effect would be to
incréase the-rdkt per student by-bpproximately one-fourth. Likewise
these figur é taclude only the payments to persons directly involved
with t stu;fﬁls but do not take account of the adman;stratnﬁ%\\_'\-

R
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overhead in the form of program planners, inspec?zfs, and senior

v

administrators. i i
CalculatioA? of school capital costs for buildings, laLd,

and equipment are very seldom carried out properdy in the usual cost
- comparisons of educational programs. The usual practice is merely

to ass?én capital items to the year in which. they were purchased or

to amortize the original cost of the buildings. These procedures’

do not measure the current resource value. If one were to attempt -
this type 'of calculation for the capital costs of the Village Poly-
technics and the vocational secondary schools, it would appear that

the cost of the latter would be conssderably more since VPs tend to

be held in very simple structures and use relatively unsophisticated
equipment forits?ching purposes while the vocational secondary schools
provide much more capital for their students.

The calculation of costs for the two types of training in

Kenya also completely Agnores the question of opportunity costs, i.e.,
the question of forgone productlon for society and forgone earnings

for the students while they are partncapat:ng in the training program
or for persons who may be volunteerung their servnces. It is important
te note, for instance, that the Village Polytechnlcs program tends to -
run from six months to two years whereas the,vocational secondary
school program is a three-yeer program anq is being extended to four
years of training To the extent that the Village Polytechnic graduate
may go out and eatn a living during the period when the v8catlonal~
econdary school student is ﬂ" Forq 2 or Form 3, there aré cpportunlty
osts.” On the other hand, the VPs rely on volunteers more to teach
and administer their programs. Some accounting should- be. made. for "fa}
the value‘of the time which theke persons donate, : o

Th calculations also do not account for the cost to the stu-

KN

dents {and\to society) for such _things as school uniforms, tools, and
transportat‘on tg_ggg.from school Finally, although it is not i
applicablie in the two cases that we have used for examples, there _may .
be_employer c¢osts. when tranaung is provided on the job which’ must be

takeo into account for that.%ype of a program .:-jff
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Distribution of Costs -

\- . The third major probiem with the type of ‘cost ana!ys;s pre- .o
\l sented cn the comparison of the anlage Polytechnncs and the vocational
\ secondary schools is the Tailure to differentiate who bears the costs
| of a prog}am. Just as one can dnscuss the benefits ‘of education Fo;~
* the individual ; employers, the government,or socuety, sO one can and
should calculate .the cost for each of‘thése three entities. -In
addntnon, the the case of less deve}é@eg’c0untrues, one may also
w:sh to consider the‘sjtent to whnch nattenal as opposed to donor
resources are being used, Thevnmportance of knowing the distribution .
of costs is evident if one considers the djfferences in the améunts
\ that the students are.asked to pay in the Village Polytechnic and the
vocational secondary schools. The fees of the students at the Village
bolytechnics in 1969 were between $20 and $30 for -the yeé?.7 A com- )

paragble figure for the vocational secondary schools was over $60 in

1971. 8 ln addition, as mentioned above the Vll]age Polytechnlc

student studled for at least one year less than the graduate of a p

vocational secondary school program so that this cost, too, was lower.

The great.difference in the tosts of the.two- types of education f&r‘

the students - naturally led to a more affluent student in the’ Formal |

Systemﬁghan in the Villade Polytechnics. ' . i ) \ ; ) —

Also, obviously when one begins to consider the distribution

of costs for different programs of education, the fundamental ques-

tions érise:_‘“Who should pay for the costs of educatien' and ''In what

proportiops should each party pay?“ When these questians are méde

explicit, factors such a ‘limitations on the resources which the

i governmehts of less deve oped countries can apply toward e?ucation .

and the need for equality of educa;ional opportunity in these countries

may be ad dressed- directly. Likewise, one.ylii beaéme more concerned

w:th ‘he dlstrlbutlon of the rewards from ecucatlon among the individual ©
/ «stu?ent‘s, q&‘mrnumtles, f':mpl’oyers, an‘d‘soc.lety. " ,

. The importance of the relative costs is also apparént from the
fluidity of the sources of support for education, as can be seén by
several recent change§.g§p?;itng iniﬁanyg;::First, the Hinistry of,

ANy ' t'_i:ﬁi-- T - .
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Co- operat:ves and Social Serylces has recently begun to assu

of the costs of the more establ:shed vxllage Polytechnics.” Tkis aid
will presumably alloﬂ an expansnon behond that which gould bef attained
using anly local resources and those provnded by the Nationfl Christian
Council of Kenya. On the other hand, the desnre for secon ary educa-
tion has been so high in Kenya that the |nadequate number of governﬁent-
anded secondary schools has been supplemented by Hanambee secondary .
schools The costs of these schools are absorbed by the students,
theur families, and the community. AnslLO study group estimated

that in 1970 these schools accounted ‘for over 40z of total secondary

9

school enrollment Likewise, in the area of vocational training

tnere ns now a novenent to form Harambee lnstntutes of Technology

v'th bunldung gonng on in several locations. 'O d

What Is Needed in Cost Conparisons . .

The purpose of the preceding d:scuss:on was not to denngrate
the study by Sheffield and Diejomaoh but rather to nllustrate the
shortcomings of preseqt cost conpar:sons and to indicate sone of the
areas in which the analysis of the costs of non-formal education can
be. improved. . Areas which have been identified as needing improvement
are: (1) the determination of who pays the costs, (2) a statement
of what 1tems are to be included in cost calculat:ons, and (3) the
establishment of a data collection system which will provide comparable
"data on the costs of various types” of\programs.

’
.

The Distribution of Costs -

As djscussed earlier, there are a variety of different part:es
who may bear ‘the cost of non-formal educatlon These include the
soclety of the country, the government (which may mean either the
syAmation of all government costs or may be broken down into costs

r the nailonal, regeonal, and tocal governments, and for partlcular
governmentdl agencies at each level), the local community, donor

countries or agencies, employers and, of course, the students. Each

of these parties will have different costs from participating in 3

]
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program of non-formzl education, although there ‘may{ be an 0ver|a; in
some. costs. For' example, the expenditure on salaries ‘may come from . -
the budgets of donor agencies, iocal or natnonal 90vernments, tuition
fees, or a combination of these sources. Regardiess of the source,
" however, the total personnel cost would be a cost to the national
society. it should also be noted that the distribution of cost is
not.fixed so that a{yd*icy which raises gp%tion may raise thke cost ° ///

to participants while lowering the coft to the government.

The Components of< Cost . .

., For each of the parties the best measure ?f the cost of a
non-formal educational program is the opportunity cost, i:ef, the )
value Pf the opportunities forgone due\to the educational program. '
In thelcase of society the Opportunity~tost is the value of resources Ty
which Have been devoted ;o education bu; which could have been
devoteﬁito alternative uses. For instance, the instructional staff -
of an educational prog&am constitutgs human resources which in the '
absence of the prograna&ould hgve,been used in the production of

goods for the society. Similarly, the other resources devoted to

—~a

. the pdpcational program such as buildings, land, equipment qnd suppl ies
represent resources which in the absence of the educational'prbgram
could be used elsewhere by the society. So, too, the resources which .
are expended by the students or by employers in the course of the *
educational program would be available to the society for other uses
wer; the program not to.exist. Finally, the society must incliude as—

costs the value of the time of the students and of any volunteers in .

the program which would be devoted to other productive uses in the
absence of their participation in the educational program. We thus
have as the social costs the value of the resources in forgone uses
which have been devoted to the educational program and these resources
include the human resources involved ug instruction and administration v
of the program, the physical cqpital used up by the program, the
resources used to operate the program, the resources students devote
T to attending the.program, an? the time devoted to the program by the .

students and volunteers.

-
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‘fringe benefits, and other payments to him. Siqi]arly, the value
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There are many problems in estimati the value of the
alterpative Oses of these resources. Econom heory says that in &
. - . . ’
perfectly c0mpetiti¥e market resources will be distributed amo .

alternative uses in such a way that at the margin a resource will
command a price equal to Jts value in the f&xt best alternative use.
According to this theory we could take the salary of the teachers in

the program and assume that this was the opportunity cost for the

use of these resources. In pracsice, however, we find that markets, . .

particularly in Iess developed countries, aresdot perfectly competitive
and that there may be Ilttle relationship HEtween prices paid for
resources and'thenr value in alternative uses. This would be especially i
true when we are'discussing the government sector. Thus, one must rely oo
on a series of as§igned’values, of "‘shadow prices."II Unfottunately,
ghis introduces an' arbitrariness into the cost calculations, regardless
of the manner in which the shadow prices are calcufafea L ¢

It would appear to be easiest and probably would not be overim
damaging if one were to use the actual payment's made for the resources
as the shadow prices wh?never possnple. For instance, the value ’ R

assigned to the alternative uses of:a teacher would be the wages,

in alternative uses of supplies and services purchased for the )
program‘would be assumed to be ‘equal to their _price. ' In the case of
capital, however, one would have to estimate the rental value of a LI

similar type of bualdnng or piece of equupment or calculate the esti-

mated cost to replace the caputal that ‘is. beung used up, durung the

course of the educational program. Fanally, in the case of the

forgone earnings of students and volunteers‘one would have to estimate

.what would have been their earning opportunltles were they not ' .

partlcnpatlng in the educational program . : . .

The costs to government, whether it be the national goVernment§

or one of its agencies, a governm tal unit at a lower Ievel, or a .
donor government is much simp[e?’to-calculate_in most instances. These

costs obviously include the expenditures an personnel and operating

costs during a fixed time period fnem the governmental unit's budget--




over the%r lifetime. Furthermore, since inflation isla factor in
many less developéd countries, it is dangerous to use {the original
cost of/Lbebuildin§ as an indication of its replacem
alternative way of Ifoking at the cost of capital to al governmental
agency is its value 'in the open market if it was rented to some
other party. Granted, it is difficult to use a school ‘building. for
much else, but it is possible_that there are alternative uses and to
the 7xtent'that the goyernmeqtal unit does not receive revenue for
these uses, the educational program represents a cost. Finally, a
governmental agenGy needs to be concerned with the additional funds.
whjch may be pand to the students whnle they are in the program and
the reveaues whncrlae lost because the students or volunteers are
working less, and therefore pay less taxes On the other hand the
govérnmental” agency Wg\k;\ﬁﬂﬁng,dEduCt from their costs. the amoun't
of any tuition whnch they received from the students. -

The costs to the community are difficult to define. One
obvious cost is the contributions which are made to the educational
program. ?he;g;ﬁ%? be ;;;;hf57¥»contribution5'in a form of fund s

materials,'b? services, or involuntary contributions in the form|of

inéreased taxes which a;;/qevied to support the educational progtam.

In the case of contrlbu ons of services or materials rather than
funds, shadow prices wnél have to be assigned. And again, arbutrary
assessments of market value will have to be made. On the tax side,
again an arb?trary decision will be necessary to determine the extent
to which taxes are increased for persons in the local community, by
the presernce of the educational program, a not inconsiderable task.
If an employer is providing training in e.program sugh as #n
an apprenticeship or an.industrial school' it will be necessary to
calculate his costs, too. Problems arise with the ealculation of the

employer‘§ costs because in the usual case the students produce a




\

IS

ERIC

Aruitoxt provided by Eic:

[

{40

. \ . . . ‘;
product for the employer and.the value of this product must be sub- .

tracted from the employer's expenditures. Thus, we have a catculation *
which would include the expenditures by the employer for supervisors, .
and instructors for the students, supblies and materials used by the

students, any wages™an frifige benefits paid to the students, ‘and

any ‘cuverhead or other costs which can be attributed to the“teaching
process. From these sums would be subtracted the value of the stu-
dents' output and any compensation which is received fo; the. |nstruc-
tion by the employer from the government or students. One can
expect, particularly in the case of private employers,. that the net
cost to the employer will be zero or negative; fee., he will usually
.not lose money from the teaching process. 0On tHe other hand, in -
the case of state-owned enterprises, the state ay be maklng 3 sub-

stantial contribution to educationby having its enterprlses absorb

a substantlal proportion of the cost. _l .
Finally we come to student costs. Thes; include his ouf-of-
pdcket costs for room and board, school supplies, tranSpor;ation to |
school and tuition. In addition to out-of- pocket costs any reductnon
in his earnings, net of taxes, which result from” h:s belng IL school \
should be considered as a cost to hlm of partucnpatlng in the educa- . .
tnonal program. From these costs howeveru should be subtracted Ehe .- v,
éxpenses which the student would have paid fdr these sage i tems had ‘
he not been in school. Also, any increases in transfer payments
such as'an|ng allowances and the 1ike should be netted out of the .

studeh( S cos‘F . :

]

: .. )
Comparability of the Data . ,‘3(/)/i Y

In order to compare the costs’ of ﬁprmal and non-formal educa-

. tion and various alternative forms of non-formal education it will

be necessary for the cost, calculatlons to-be made vn approximately the
, Same way using approx:mateiy the same estimation techniques for all
of the programs to be considered. . Presentatnon of aggregate cost-

statistics is just not enough as‘was indicated in the earlier discus-

sion of Sheffield's and, Diejomaoh's cost comparison. It is necessary
: . f . .

-

- -




thé% each of the educational programs being considered use the same .
categories of cost and the same procedures to calculate each category .
of cost for the comparison to be meaningful. To facilitate a ,common-
ality in cost estimate data it is necessary to consider the format in
which cost data is.to be collected. Possible forms for the collection

of cost data are presented in Table 1. . < -

S

Form A presents the varjious cost components described NC the

precedi g/;qc ion. Thus, for each of the parties who incur cos
we could sum the cost categories relevant to them. This would involve
the following arithmet}c. )
* Social Cost 1A + IB'+ IC+ 1A+ [IC+ 1A+ 11IB+ 1LIC
’ + IVA + IVB + IVC + LVD - 118 - 111D +/ IVE
Government Cost 1A+ IB+ IC + |IID+ IIIF + IVFl - 1IIE
Employer Cost = IVA + IVB + IVC + JVD - IVE - \VF
Student Cost ITA + tHIA + 11IB + 1HIC + FIIE + IVF - 11B
1D - 1D - IIIF

— . o i

pp—

In the case of government costs it is also necessary, to define where

the costs incurred. Form B of Table 1 attempts to find the distribu-
tion of the 90verﬁmental costs presented in Form A. °
Moréover, it is necessary to examine not only total cost but
;z;Javerage cost'and marginal cost per studgnt. This requires information®
on the number of students in the“progra;,.both at its begjqning and
at its end. This information is collected in Form C. Finally, it
should be noted that these forms include only cost data. .They need
to bé supplemented by descriptive information indfcating the nature and
output of the eQucational programs being considereg so that we do not.\

fall into the trap,of comparing dissimilar programs.
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TABLE 1.--FORMS FOR ESTIMATINC COSTS OF VOCATIONAL TRAINING FOR YOUTH.

v . o

- X . form A.--Total Costs. ) . .
Institution:
Trade Taught: - .
. ‘ . Oates of | Dates of | Dates of | Pates of ,
. Year 1| Year 2 Year 3 Year &
. From: From: From: From:
To: To: To: To:

v 1. Institution Costs o

A. Personnel--Salary, fringe benefits and v
value of payment in kind made to:

I. Teachers, group leaders, and other_types of -1
. instructors :
- : F A
' 2. Admidistrators o
.. (pr rcipal, secretaries, etc.)

3. Other institution personnel
(janitors, tool crib keepers, food

workers, etc.) .
k. Administrators outside the institution - ’ . )
(Ministry in3pectors, planners, adminis- .

tratofs of the program at th gional .
ional levels) / . .

B. Operating Costs ’

H -

1. Office supplies consumed during school y€ar . . \
. 2. Travel by staff PR -
: 5 B :
3. Transportation of students k “, B -
. 4 .

4. Room and board

" -

. . . 5. Building maintenance and equipment repairs i - ’
{general.upkeep exclusive of personnel )

. 6. Supplies provided by the school to students N ) [
- (metal, wood, etc. used by the students in . e '
their at the school during the current :

7. Miscellancous operating costs

C: Capital Costs , - 1 . .
: i -
1. Buildings : . '
{a) cost of buildin built now and »
expected |ife¢"of the building, or

€b) rental yafue of the building

rd .
2. Land . = - . <
{a)current capital value and current
interest rate, or
{b) rental value of Yind . .

3. Equipment . * ’ -

: {a).value of equipment if purchased now and
its expected Tife, or

{b) its rental value ~

-

~
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- ‘ TABLE 1 \--Continued.
‘ s fFrom: From: | From: From:
To: To: To: To:
1. Opportunity Costs
, « 4
. A" Expected earnings of the students were they not .
% in school during school year .
; -
* B. Earnings of the students during sthool year ‘]
€. Value of the servnces of volunteers were they to
be purchased -
« D. Taxes'which are not paid bdeause of reduced earn-
ings (1) by students, (2) by volunteers * .
111, Student Costs .
: A. Room and bdard (imputed value if provided at
home)
: B. School supplies (tools, uniforms, etc.) }
€. Transportation to school and work 2 * I
D. Expenses which would have been paid were students
not in school (roonm, board work supplies, trans-
portation)
E. Tuition if charged the full amount .
F. Transfer payments received by the students ’ .
(welfare payments, living allowances, tuition
reductions, other allowances which they woulid
not receive were they not in school)
1V. Employér Costs ‘ ¢
- A. Su;;ervisors salaries and ;F'ringe beneﬁ'ts - ’ - -
for the 'time they are supervising or instruct-
ing the students -
8. Sunges and materials used as part of the ] !
teaching process . .
" €. Wages and Frmge benefits paid to the
' students .
~ D. Other costs of having students such as-  * . '
overhead for space ard equipment *
" E. Value of the students' normal output .
2 " F. Payments received a$ compensation for rhe

training

(1) from the gbvernment
.~(2) from students

{3) other sources . .

ERIC
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, TABLE 1.--Continued.

.

£ - .
Form B.--Distribution of Government Costs by Agency and Level.

I
Cost Item from Form-A

Percentage Paid by Each Agency

Agencf, Level:

Agency, Level: |

Agency, Level:

Agency, Llevel:

"‘431“ _ }
N A2 o A
“1A3 o )
< Al : _ 1
N8 : ' .

B 2 /

18 3 j\

s Y W/ .
I8 5 '

N

186

187 T,

1c

1 €2 .

»

Form C.--Number of Students,
»

Dates of | Dates of | Dates of | Dates of

Year | Year 2 ‘Year 3 Year &

From: From: From: , | From:
\To: To: To: To:

‘Number of studeni}zﬁegipning s
the year

tudies during

3
-

Proportion .of students beginning studies

(a) who complete the year
{b) who complete the program

Proportion of students who complete the pro-

gram who are certified in the

trade

va

P

- -




\ A Modest Research Proposal .

The preceding essay has outlined the shortcomings of present
cost analyses of non-formal education and has suggested how such ;

analyses could be conducted in the future. The procedures suggested

unfortunately have not been field tested successfully. Forms somewhat

similar to those presented in Table | were used on a limited basis

by the author with some success. Problems arose, however,l}ﬁlthe use
of these forms because the author had to collect the infgrmation on an ' .
ex-post basis-relying on previgusly cbllected cost information which had

been collected for entirely different Rurposes and.which only provided ' L
information on a feQ of the cost categBries which were desired. This
problem eppears not to have been unique to the guthor since Phij{p
Coombs in his studies for the World Bank mentions that he also had
this problem. ”. , .

/kZ Therefore, it is proposed that the forms provnded in Table 1,
or improved versions thereof, "be field tested ina limitéd number of
non-formal and formal educational programs to see(uf they may be
introduced as an ongoing evaluation tool for these projects; i.e.,« - 3
to see whether if someone will 'be given the responsibility for the
collection of regular information on these costs, may the forms sub- B /)///
sequently be used at the end of the accounting period to mean}hgfully
compare the ‘Costs of formal and non-formal educetion: The fellowidb -
research procedure might be tried. s ) -

First, it is suggested that these forms be reviewed by a’ .
panef.of experts in order to identify missing categories. Then

instruction forms would be designed.describing'each cost category and T .
the.type of data to be collected. Next, five pairs of formal and non¥
formal educational projects should be selected. Each pair of p ojects
sho:}ﬂ be as snmnlar as possible in Iocatlon, the objectlves of the

‘educatilon, and in the types of students. Fdrther, |t is proba ly
desirablle for the five pairs of prOJects to be located in different

\ . : : . .
countries t6 reduce the chance of national institutions affecting

the ou tTmes . , g N .

¢ | 53 | N )
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) lt would be desirable if one person at each-project was
responsible for co]lectxng the cost data necessary for completing the
forms. This person might be a university student who took the assign-
ment’as part of his thesis or an accountant. It would probably ‘be f’

'better if the person were no;,&irectly involved in the operation of
the educational program eeésuse for such a person his operational

responsubllntles will probably’ take precedence over the costkgg “duties. . ’ .

-

o
.

In any case, the person will need to b carefully instrycted on his .
duties and will probably need the aid of a resource person who can
answer quest|0ns as they arise in order to make the cost collection

procedures uniform across projects. )

At the end of the year dsscu55|0ns would: be held with the

project personnel |nvolved in the cost data collection to determine

-

whether the forms were useful and ho hey mlght be .improved. Finally,’
/? 1

if _the forms were thought to provide accurate |nformat|on, cost com-

parisons would be attempted between the' ten prOJects reviewed and the

forms hight be lntroduced on a wider level-

. . //
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presented.are actual expenditures %?er pupil, the rest are budgeted
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opened when ‘the costs were calculated For the two institutions
where actual costs were reported, the Village Polytechnics at .
Nanbale and Ndere, the per student cost exclusive of boarding
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. also that in Ndere the costs are on an eleven month basis. :
. “. Source: The National Christian Council of Kenya, YA Comparison
) ' . * of Ten Village Polytechnic#in Relation to Five Major Areas of . .
o ) concern,' Schedule A, submitted by Donald L. Matthews, dated
-22.7.69. (Midleographed.)’
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11 For an Lntereétiag discussién of "$hadow prices.,” see Roland N.
McKean; *"'The Use of Shadow Prices,' in Proble@§ in Public Expendi-
ture Analysis, edited by Samuel B.. Chase, Jr. (Washington, D.C.:
The Brookings Institution, 1968): pp. 33-65.

12. To quote from a recent book by Coombs,

" Most managers of non-formal education programmes, we found,
dike most managers of formal education, are very budget- -
conscious but rot sufficiently cost conscious.

. . LN
Their failings are understandable, however, for it is often
extremely difficult to determine the actual costs -of non-
formal programmes. One reason i1s that many of the resources
used are not reflected in the financial accounts of the
programme . ....., . .

A

Frequently overlooked are the costs to the participants of .
the programme .

Similarly the' total amount of resources allocated &0 non-
formal programmes in a country or particular region is
generally difficult to assess because data on expenditures
for such programmes are hidden in a variety of financial
-accounts in different agencies. The same applies to
external assistance. e
It seems clear that all non-formal education brogrammes
would benefit from better, cost-accounting and closer atten-
tion to their costs.
¥ .
Phillip H. Coombs with Roy.C. Prosser and Manzoor Ahmed, New Paths
' to Learning for Rural Children and ‘Youth (New York: lnternatio
Coungil for Educatiom)—ﬂ{g\relopment, 1973), pp. 69-70.
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. ' CHAPTER |

INTRODUCTION

Statement of the Problem:
and Objectives

Its-Scope \

The literature concerning investment in human capital, educa-
tion, and manpower planning frequently touches only peripherally on
ron-formal education; occasionally it treats it directly. After \
carefully suFVeying this literagure, it is- the purpose of thig study
to describe and to analyze critically ''the state of the art" in the
area of the economics of non-fo;mal education. hat are.its strengths’
and weaknesses7 What is the rationale for the emphasis on- non-formal

-educatlon7 On what crrterua can investment degisions in non-formal
education be made? These are among the questlons wh:ch will be s C .
examined. This focus purposely excludes prime attentioh tc‘socuo-

Icgical,-anthropological and political facets of non-fo;mal education,‘ '—'f'
even though the significance of non-economic factors din the dynamtc
setting of development and <change is recogntzed )

. ‘The parameter along which the study of aducation‘by economists

. has usually been désigned~may‘be summarized through éhé use of fﬁe -

concept of reward--partncular!y, reward construed as |nc0ﬂe, either . s
|rnedlately or eventually. Fore specifically, we .may drscrnmnna;e at
least three ways in which rewafd>(in§ome) may be allocated in.relation

to education. (Educatioﬁ, in this instance, esseﬁtfally means employ-

ment training.) s

pe

1. Reward may be a long-term consequence of non-specific
or very coaprehensnve educatlon , This is the formal -
schooling model. . . . -

2. Reward may be a consequence of short- tern hightly: -
specific education. This model may be calied **job- .
training," recogn|Z|ng that it has several subvarieties. .
- 1t may tgke.place before or after employment. tr may R
provide income {below the ultimate, !evel) or it may ,
mot, and so on. .- .

LR
T o-—
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3. Reward may be co-extensive with education. This is
the on-the-job training model. =« )

1t should be noted that the emphasis here is on del iberate
education, and ignores experimentel (informal) educatign. For the
most part, this study focuses on a distinction between formal 117 and
non-formal (2 & 3) modes of employment training.

. The underlying hypothesis to be ined is that non-formal
.education can substitute for and/or comp?E::ht formal education both
in more 214 less developed countries'l Formal 'eduCat’ion is essentially
academnic (i.e., concerned primarily with abstract conceptualization).
An education ""gap'’ results between education and employment before and'
after the recipient of education enters the job markétL Formal educa-
tion also sometimes reinforces ex?gtiqg social norms such as disdain
for manual tabor and rural life in general.- Formal education, in
some countries, encourages migratibn from rural areas to cities in
search for employmen{ vhere the market is already flooded with the
Yeducated unemployed.' "Furthermore, formal schooling has not been
able to cope with the growth of school-agé population. .f it can be
demonstrated that the integration of formal and non-formal education
is possible, it is hypothesized that this inhtegration will reduce the
above described problems of a significant degree.

The purpo?és of the study are:

1., To demonstrate theoretically that non-formal education
can substitute for and/or complement formal education.

2. To provide a theoretical analysis for issues such .as
investment criteria and the strategy of planning non-
formal education compared to formal education.

3. To provide policy analysis wherever possible to
facilitate decision-making and evaluation.

Non-Formal Education:’ Its Definition and Scope

Non‘formél education is conceptualiy compared to formal,
tradigional educq;idn which is clear in purpose and means to govern-~
ment planners and educators._ Given the formal structure of edﬁcaéiona!
institLtions ard processes, it is tempting to view non-formyl educa- -

tion as a residual. . )

' - 39
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“ . . non-formall education, as currently conceived by AI1p/
Washimgton, 1s & shorthand expressipn for the constellation
of human skill and knowledge .development pbrocesses which for.
the most part are external to traditional, formal school
curricula. An over-simplified view Is that it includes
educational training activitses which normally ?re Qutside
of the jur:sdSction of ministries of education.

" This definition fails to consider the objeci}ves; nor does it
consider the characteristiqs of 'consciousness'' by: the imparter or,
for that matter, the learner. It is, noneéheless, a beginning. Kleis
and others carried this further as follows:

Non-formal education 1s any intentional systematic educational
enterprise (usually outside of traditional schooling) inm which
content, media, time unats, admission criteria, staff, facili- >
tles and their systenm components are selected and/or adapted :
for particular Students, bopulations, or situations, in order

to maximize attainment of the learning mission and minimize
maintenance of constraints of the system.

This definitjon is more comprehensive but suffers the fault of
confounding the product (eddcaﬁion) wifﬁ the mechanism (enterprise and
‘system) without being very sbecific about the latter. It seems in ..
particular to exclude education ‘or learning received -in the family
situation unless one presumes that }he home/family is an ”enterpriseh
and "some part of tﬂe ill-defined "'system." Unless society is entirely .
regiment?94/the eﬁonomics of ]ea;ning incidental to family living (i.e.,
art of speaking, neighborhood ]fvfng, etc.)vislprobably not manageable
becaUSevof the insépa?ability of both complex inputs and outputs.

Although learning yié1ds" <

owledge in the form of cognition (perceived, interpreted),
nd retained information), competence (intellectusl and/or
MLive (skill) and colition” (value, attitude, appreciation or
féelind\ based on preferehces for acting or reacting) .

a definition of non-formal education need not be so comprehensive as to
include all )lear ng other than .thadt attained in formal schooling.
. Thus, we can ‘that nop-forﬁg].ed0cation is a conscious effort or an
edutational policy packagé\ﬁ?}hin the overall framework of the total
educational effort of a given community or state at a particular point,
or period of time (occurring'intra-margina]]y or marginally in associ-

ation with, but usually outside, of the formal schools and pre-school

60 .
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family learning situation for any student population),: the objective of
which is to add to the tetal learning opportunities available in both
Y'consumption' and ""eapital .forming" areas. Syhbelically,.non-forma!
edication can be identified as:
) N=T-F-.-R, ’ v

-

where. "N = Non-formal education (e.g., on-the-job training)

T = Total lgarning experience

F = Learning associated with formal schools

I =. Informal learning at home

R = Residual (learning associated incidentally with exposure
to the .envirohment, particularly important but not .
restricted to childhood).

By "conscious effort," we really mean organization and planning
for utilization4of resources for out-of school education. For, the
purpose of this study, organization and formality of the school-

Bystem are by no means the e. Organization or planning is needed
for both formal and non-formal education. As define& here, formal,

S . - ~
traditional schooling is absent im non-formal education. .Non-formal __

education and ggrk experiences ere cfoée]y related with the former fre-

- B [

- Y .
quently directly contributing to greater skills and higher.earnings. .

Thus it is ismediathly- relevant, motivatjon is maximized as the link

between Iearn:ng and reward is ev:dent 4 This is not to suggest that
: non-formaj educatnon,should avo;d dealing with variables hav;ng long-
term significance. . . . .
- Professor Harbison's descfiption is highly pragmatic although
he ap_pro.'aches' the topic as if nogformal education were a residual:

Human resource analysis is. c ed .with two systems of skill.
and knowlgdge generation: formal schooling and non-formal
education connotes age-specific, full-time classroom attend-
ance irt a linear, graded system geared to certificates,
dzplomas, degrees, Oor other formal credentials. Formal educa-
tion 1s easily deffned Its administration and control in -
most developing-ceuntries is lodged in a ministyy of education;
1ts costs are measurable; and its inputs and olBputs are easily
identaified. In contrast, non-formal education, which is prob- '*
ably best defined as skill and knowledge generatlon which take
place outside the formal schooling system, is a heterogeneous
conglomeration of ynstandcrdzzeg and seemingly unrelated,
activities aimed at a wide variety of goals. -Non-fermal

. .81




. o P

. 51’ . /"".l ¢ K .
\ -
. . L 4
education is the responsibility of no single mi zstry, its
administration and control are widely diffused throughoyt the
. private’ as well as the public sectors; and its costs, inputs d

.and outpufs are not readily measurable. Non-formal education

is, perhaps, orie of the most "unsystematic" of all systems,

yet in most devéIoping countries its role in generating skills, .
igfluencing attztddes and molding values is of equal, if not C.
grdgter, mportance than that of formal schooling. Indeed,

per. mdSé of man's development' takes place routinely and

often unconsczously through learning-by- dozng, being instructqd

or inspired by others to perfdrm specific ‘tasks through associ- R
ation and communication with others or simply by participation

in a community or in a working envzronment.

w

But as H#rbison expands his thinking into descrnbnng non-formal educa-
tion, it becomes evident that his intent is to deal onlw with that part
v of the resjdual categorized as: ) Y

(1) activities oriented primarily to developmeng of the skill
and kn0wledge of members of the labor force whp are already
. employed; (2) activities designed primarily to prepare persons, e
7 mostly youth, for entry into employment; (3) activities .
- designed to develop skzll6 knowledge, and understandzng which
. transcend the work world:

Since our main thrus® is on the economic aspects of hon formal educa-
tion, an illustrative '"check- ||st"7 of action orientated non- formal
educational services by the various sectors.of ‘the economy such as
agrlculture, industry, health, labor and soc#al welfafe, etc., is
helpful.
Before discussing economeTt*‘;ercebtions, it is useful tei,
. ) hightlight educatorif views of formal as opposed to non-formal education

in order to get insight into the problem.

(( ) . Educators! Perceptggn
. There are at least two di'stinct~schools of thought among edu-

v

" cat?rs on the question of schooling. One argues that learning is a ‘
life-long, continuous process. Both formal and non-formal learning
- . styles co-exist for this group. A .great majority of educators such - ' '

as Havoghurst, Brembeck, and Adams hold thls view. To them,

historically schools as we know them are relatzvely newcomers
on the human scene. The act of learning, however, is as old
as man himself. The human -environment has always provided
the stuff of learning, and the continuity of cultlre testi-~
.. - fies to ghe effectiveness with which menzle

-

arn from one

another.

[y
r

)
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The need, therefore, "is to see learning in-terms 6f life spans rather

than just a few years attendance in a schools Another group of 2

’

)
educators argues that the current emphasis on the highly structurefi »
-~ . [

formal schooling indicates a serious lack of an organized search far

non-formal alternatives. From the standponnt of the allocation of

resources, contbverSy exists essentialfy between mvesénent in man

and investment in machlnes Experience shows that often the latter

wins, because the return is quicker, ‘more tangible, less risky, and
1"

for machines there is little of the consumption-investment confusion.

Whatever resolrces are allocated to education in both)advanced and

LDC's, most go to formal education and the_non-formal segment remains

neglected. R -
. Disillusioned with the structured formal schools, writers such
as I11ich® and Reimer'© advocate 'deschooling' the sodgiety. According

to l1ligh, schooling as oppgﬁed to education has become the modern

dogma; the pupil Ps schooled to confuse teaching with learning, a

diploma with competence.

. . His imagination :is‘ schooled to accept service in place of
value, medical treatment is mistaken for health care, social
work for the improvement of community lifé, policg protection

. for national security . . . pot onlYleducatiou but social
reality has itself become schooled. ) ‘

His_suggestions for reform are also radical. They include legal aboli-

tion of schools; prohibition of dnscrumxnatnon on the basis of prxor

schooling; creation of a "bank'' for skill exchange and peer-matching

by which the learned share their knowiedge with those seeking |ns§ifc-

tion; institutionalization of skill exchange by creatlng free skil

cen;ers open to the public; consultancy by elders with regard to

which skill to learn, which method to use, etc. Further, he suggests

that proper plannnng, |ncentnves, coupled with a network, should be
: developed to start not with the question, 'What should someone ?QQ\ n*
but with the question, “What kinds of things and people mlght learners

want to be in contact with in order to learn?" A similar sentiment is
.‘ - .

expressed by—£. Reimer, in‘his book School Is Dead. He advances four

main reasons for abolishing schools. First, schoois create social




o

discrimination. UNESCO data indicate that most of the ch}ldren in

. the world are not in-schools. No country in the we;ld can afford the
educatibn its people want. Then, it follows that dfscrimination,ari;es ’

’in‘providing schoaling for some but not for others. Second, school
increases |nequa||ty in the distribution of income because it is the
prnvnleged who generally go to schoo! longer and because costs
increase with the level of schooling. Furthermore, schools are
supported largely by general taxes that fall more upon the poor than

" their direct incidence suggests.

In Bolivia, for example, one half of all public allocatjons

for schools are spent on 1% ‘of the population. The ratic of
educational expenditures on the upper and lower tenths of the .
population respectively, aretabout three hundred to one.

Most parts of the world are nearer to the Bolivian .. . -

situation. Third, a Iiit)e schooling ‘can induce a éreat deal of dis-
sat}sfaction. In 1960, half the children who entered school in Latln
Ameraca never started the second grade. . Three-fourths dropped out
. before they learned to read. Going to school means leaving the iradi-
tional life, moving to a dlfferent place, laying aside physical burdens
for the work of the tongue and the mind, exchanglng tradntlonal food“
clothnng, and customs for those of the larger town or d4stant city.
Last; school requires conformlty and has become the universal church of
technolegical socnety, |ncorporat|ng and transmnttnng its ideology and'
AcOnferrlng soc:a[ status in proportion to its acceptance Ey the beople
involved. Reimer concludes by saying that / .
sthe major threat today is a world-wide monopQdy in the domina-
tion of man's mand. We need effective prohibition of a

scholastic monopoly, not only of_educational resources but of .
the life chance of individuals.'” | . s

These criticisms of formalized ‘and highly structured schools
are appropriate. Perhaps, consc.ousiy o} unconsciously, through {ts
monopoly on education, elements of societies are using the school
system t;Tmaintain the barriers between "have' and 'have-nots." But
dismemberment of, the schdol as ad institution does not necessarily
follow: The case‘is overstated and certainly ignores-tne comp lemen-
tarity and substitutability between formal schooling and non-formal .

’

. \

, | 64




57 - .

edyation. The suggestion for _creation of & "skill bank'" through an .

- A .
organization nRy mean, in its ultimate analysis, a sort of formaliza-

-'c

tion. Again, e cation without school may well create” social

discrimination, beca

it is the rich who will.be in pOSlthn to

K empféy tutors for their

hlldren Secondly,. they seem to ignore t

interrélation of efficfency and conformity in a modern complex socifty. *

Id

The loss to society in its seacm for efficiency in learning is some-

degree of -diversity--presumably to be reintroduced by non-formal

.

education. There is.a 'trade-off'" betwéen diversity and efficiency,

-
L

and both are values worth seeking. The need, then, is to see learning ~

in terms of total learning experience, in which the potentials of

formal and non-formal education are recogrized. The bold provocative

thought on ''de-schooling'' society provideska poweéfﬁl antithesis to

formal schooling, but what may be’ needed is a synthesis--an optimum' -

educatlonal mix. . N

the contrast between advocates and critics of . . .
devschooling is & contrast in philosbphies of life more than . ’
-a clash between those who want schools and thosé who do not.
There are those of us who advocate trust in man, the foster- .l
1ing of lectSlty, a belief in man's innate curiosity, and - '
propensity for risky and unpredzctable change. And, there
are others of us who advocate trust in institutions, the
development of more efficient schools, a belief that man
needs external motivation aqg predzlectzon for planned ] i
ratiopal controlled change:.

This brings us to the discussion of ecoqgmists‘ view of non-

fdrmal education.

Economists' Perception . . - /

LN 4

n view non-formal education from at least three’ ”

The economi'%
oac

levels and can appr

ghg problem arising at leach level. F:(st

-he may be concerned with the aggregate or "macro' level. This tmplnes

)
. the study of the complete, integrated system of non-formal education °© .

* (if such there be). In this case, main elements are the total number

of educatuonal inputs such as total student population, avanlabnllty

of funds, etc. HNo attentlon ns paid to what happens to a partlcular

program relating to on- the-Job training or the psychological processes .

65
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of the students involved ina particuiar program Thus, at maero
level, ‘economists are concerned with the appropriate level of lﬁvest-
_ ment |n human capltal as 1t reiates to national manpower needs .

At the other extreme is the disaggregated, segmental, or -
mlcro” level.. It concentrates on analysis of individual programs or
|nst!tut|ons, on problems concernlng the effectiveness of expenditures
in reaching stated (hopefully) objectives. Ureturn'' from a train-
|ng program for foremen in a particutar factory is an example of the’
sort of concerns in this level of perception. This, |nc1dentally,
very closely resembles another academic box, viz., “admlnlstratlon "

The third perception is 1ntermed1ate in the sense that it is
concerned with less’ than the aggregate but is toncerned with sets of

¢ . . *
homogeneous elements.of the micro ufiiverse. For some purposes, the

pinding characteristics might the nature of the supplier--e.g.,

private financing of non-formal e r it might be func-
tionally detined, e.g., literacy training rdless of ngplier. Or,
it might be defined in terms of the user, €.9., programs for'bu&iness.
There is considerable latitude in this category for defihition of * .
barticular sets -programs depending on the ipterests ahd needs ,
These three categories are feasonably clear.and distinct and
they permlt diffefent kinds of analyses to be brought to bear and the \

asking of different questions. Basically, though the fundamental .
" (%

problem is one of scarcity of real resource§ wnthln non-formal edu- .-
cation and for nont:::;;T\gEucation.in competition wnth other actnvutles.
The central theme at all levels is that fundamental to most of econ-
omics: the problem of -wise allocation of scarce .resources and the:r'
%?%per management. The problem is Just as-rea] in the aréa.of education
and training as it is‘in agriculture, lndustry, public’ utllltles. But
because of the nature of investment ﬂhhuman capttal, it presents a

~

more compiex problem of evaluation.  ~

‘ With this brief introduction of economists' perceptions of
“non- formal education, we turn to a dlscu5510n.of method of analysis.
Then we shall discuss the rationale of an economic and social theory

of non-formal éducation. ; . ’

LY
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On Hethodology and Assumpiions

4
The term “methodo%ogy‘ refers to the technlques and procedures

employed in the oonstruction and vernflcatlon of the relevant educa-
tional and economic principles, ' In passing, this study does not
attempt to test correiational or experimental hypofhesee of human
interaction. But the study seeks to develop an economic and social
theory applicable to non-formal education thereby providing modes of
conceptualfzation for seeking, describing, and explaining empirical
data.- ‘ ' - ) . .
The data and sources used are secondary. The man sources are
books and journals on economics and education, government documents, .
v publications of UNESCO and OECD, occasional resea;ch\papers of various
U.S. research centers, and some unpublished papers mainly by professors
of Michigan State University. o

. A careful review of the existing/scanty literature oh the

economics of non-formal education provided a startlng point for data

ana{ﬁéls and conteptual frameworks from which theorles are generated. - N .
Theories developed in this study are specific, sharply focused on the
area of non-formal edu7at|on, and they are not intended to have wider . - ::[jij
applicability. Theory ig expressed by a series of- statements supported . .
/’-\} by evidence whgnever possible. This evidence is organized either by ;
- ' applyyng the ::;:E{ive'or tnductive method of aneﬁysis and is ‘not ’

verlfled by frequency of occurrence. .

There is little literature on the economics of pon-formal
education.” Intuition, speculation, and experience supplement tHis
literature, and the-text is in part expected to be 1nqu15|t|ve rather'

than definitive. With thlS general observ ion, the underlylng Ioglc

follows under the genegal heading below.

Method of Analysis e s

As for method of analysns, the research can be conducted

enther by applyiing the ana’thcar or deductnve technique of analysis

¥ o
,.‘ or by the irikcal or mductlveéethod of inquiry. The major point

of difference/beitween deductibn and induction from the viewpoint of

logic &re welfl stated by Gee: ’ .




‘three major steps such as (4) postulatnng of - assumptﬁons ‘Xb) deduc-

. 60

By deduction in logic is meant reasoning or inference from the
general to the particular, or from the universal to the indi-
vidual. Still more specifically deductive inference szgnlfles
reasoning from given premises to their necessary conclusion.

Induction is the process of reasoning from a part to the ¢
" whole, from particulars to generals, or from the individuals

to the universal. ~ .

. There is some diaagreement among economists and educators over
the relative merits of the two methods. One group feels that no
aspect of economic theory is amenable to verification or refutation
on purely emp{rica] gr0unds.|'6 But economists like Colin Clark17

argue that the inductive method is the only scientific method of

~analysis and thaﬂ at each step ih a chain of analysis econoEJE\QE:ory
g

must be Broved empurncally But “the tenor of present thinkin
that they are complementary. That is to Asay \hat deductive and

statistical methods are mutually rennforcmg..“I

| have adopted both the deductive and inductive method of" -

analysis. For example, the deductive method requires app]ication of

tion of Teasdnnnq from-given preml o5’ to thenr necesaary conclusnon°

_(c‘ the testlng of ver:flcatlon of these conc]usnons agannst observed

facts .
The main assumptions underlyvng the study are as fOI]OWS.r
1. Current formal schoolnng is not capable.nf_producnng all
types and quantities of educatlona] _output a modern socnety or
eccnomy needs This can be treated either as an assumptlon or as an
hypothesns to be tested. ngé'nt is-an assumption. Assuming the

Y

adequacy of formal schoollng would have made concern with non-formal

- education unhecessary 'by assumption.'

2. The dlfferent learning environments of formal .and nori- .

formal education can co-exist in a society--a society which is_neutral -

) ; ‘ .
to formal and non-formal learning styles. Non-=formal education is

usually thought of in terms of the delivery system, but it can also

provide a different learning style” A formal, structured, and graded’

- system of schooTing tends to proddce a kind of ﬁearning atmosphere

which may be altogether absent in many ngn-formal education sityations

Y

-
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“le.g., Iea;ning on the job). Societies, of coéurse, generally are

. there is. . s ' ‘

?

. not neutral with respect to formal and non-formal educatlonal modes.

L

As a matter of fact, education in both the Western and ngn- westenn .
world is highly structured in part because of the ''diploma mentality.'

And because -of uncertalnty, anxnety, and sociat rigidity, non-formal

.

educatlon is fot coﬂSxdered on a par with formal education. This .

aSSuMptlon simplifies the analysns and seryes to stimulate examination

of the roles of non-formal .education.

3. Another umportant assumption is that of 'other thxngs being

equal,"

which is a common device of economists. Conclusions can be
19

deduced\when peripheral varlables are held constant Generally the

theoret\cal argument contauns parameters ” or data which are taken as

fixed; it contains exogenoQE.variables, valuves of which are determined

. . . . ~ - 20
outside the system,. and it.also co tains endogenous variables, values

«

of which are imptied by learning sit ations.

Again a number of relations i;}s’édng\dered such as thbse v,
between education and empIOyment befwgen demand for and supply of : .;"

.sk:lls both at the micro- and macro-igVets. 1 have deduced the con-.
¢lusion that non- formal educatnon can be an effegtive alternative to-'
formal Eﬁzeé?:on Although this broad conclusien' has not been verif
by conductlng a "'coptrolled experiment's yet I tnLed to adopt an e
|nduct|ve method of analys4sfwherever pDSSbee This eneraiizatidn'
is also EEB(EQ;;ef’at least “checked"--agalnst whatev;7

secondary data

.
—

Y, Finally, since resqurces are limS;ed, the amounts and
. - ‘

{
f edycag4on to.be provided are substa tial pablic policy

f A 8rief Review of Literature

The.recent surge of, intérest m non-formal &ducation reflects
T -
the g¢heral concern of both educators and economlsts. As stated
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schooling. The works of educators such as Havighurst, Levine, Curle
75§ams,.and Don Adams are indicative of the fact that learning through
formal and non-formal modes maywco-exist side by side. Another group
_of educators, e.g., ' Tich and Reimer, advocate Fhe complete abolitien
of schools on the grounds that sshools are discriminatory, irrelevant
to preparation for actual life and jobs, that they seek to maintain
én‘elite control in society.

Economists, however, favor the fdea'that‘both formal and non- ‘
formal education can be a source of supply of skill in the market.
Despite the difficulty of isolating investment from consumption and
other problems involved in the compiete ecceptance of the hyman capital

concept until recently, the work'of T’ W. Schultz is the pioneering work
in this fie{d. . i

Although' the literature on the economics of formal education
has greatly increased in the last decade, very little has been dene
with.'the economics of non-formal education. The several works of . \\\
Harbison, Myers, Bowman, Eli Gihzberg, and others have shown that '.
human reeource development is possible through both formal and non- .
formaf education. Solow2] and Denison22 have estimated the role of
education (partiéula}ly formal educa{ion) by measuring the aggregate
gﬁins in the.- eroductivity’of a nation's labor force. They hold the
'vnew that the improvements in productivity whnch are not due to an
increased capital goods stock must be due to nmprovement in the
quality of labor force. They con¢lude that formal education is the-
main reason for this improvement in labor's quality. This conclusion -
is based on the assumption that earnings differentials within the .
working. force .are due to d;fferences in formal education whi is, .
at best, only p@rtially true. Skills have hisperically'beenEZCquifed
on the job, ane formal schdolinglsimplg a;gse ocut of the exper[enee '
of non-formal learning. ’ '

o — . -

The vatue of on-the-job xraining has not, however, received

O

L}

much attention from.tife ecohomists. Some studies 23 have been pade to

caICulate the period of on-the- job training indirectly by deduttlng

pre- schoo1 and formal school attendance period from the worker s age.

\
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This does not brev{de us with any useful information on the measure-~
ment of on- the{;ob traunnng as it is based on some faulty assumptujgff '
Fnrst, it a55u5¥5 that workers join the Pabor force immediately on |
gettung out of school and that” they contunuOusry remain in training.
Second, no attempt is made to discoint the time likely to be spent due
to frictional unemployment or the'time used by the workers for pure
consumption {i.e., leisure) purposes.
<! The importante of the on-the-job training poses problems o
serious nhature for economists dea]{ng vith education. These problems
are yet to be soived. . \ P "
Mach]uka identified three types of on-the-job'tréin?ng: .
{a) on-the-job training from expernence, some of which is unavoidable
and does not constitute traunung, (b) on- the job traunyng under the
guidance and care of senior wdrkers in the same line of productlon
- and (c) off- the-job tra:nung which :nvolves thé provision of classreons<
|n5|de the factories. Machlup s concept of on*the job training whuch
forms a significant part of non-formal educatnon seems to bg’ too -

narrow, fpor two reasons: . . .

irst, the unavoidable job experience should be treated a

Furtherfroré, the work experience tends to increase thy employment and

Second, off-the-job training can be arranged eifher by
) parti’ula; firm or ‘by the industry as a whole. ln~;his regard there
existg the possibility ‘of such training both vertically and
horﬁzontallx.

Gary Beckec25 discusses two types of on-tﬁe-job training: "

X,

generalt and specific. According to him,
UP o gencral training is useful in many firms besides those ptovid—‘ .
1ng for'i1t; for cxample, a rachinist trained in the army finds (
hi1s skill of value 1n steel and aircraft firms and a doctor
trained (interned) .at onc hospital finds®his sle]s useful at

other hospitals. . r, ! )
- . . . °,
Agann

ERIC . - . \ _—
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train:ng thac increases productivity wore i1n firms providing
1t will be called specific training. - Completely specific
training can be defined as training that has no sffect on Ehe
proddbtzvitg of trainees that would be useful :n other firms,

Becker argues that in competitive markets employees pay all the costs
of their general training on the job because they receive lower wages
,than they would be able to earn working "full time" (i.e., without
training time) at another j;b. Becker's theory ;an be criticized on
the following four grounds: It appears, howeQer, that the firm which
arranges the training also bears the cost of this training in that
this training may be utilized by other firms. In other words, the
expenditures on training (whether or act they actually are borne by
the labor force)'generate econonies external to the firm.26
Secpéd, it is implicit in his analysis }hat.genera] training
is going to be a more important phenomenon than.specific training.

- The dood place to rgseive'genera] kinds of training is the formal

-~ school. Thi} analysisoéuggests,at least ''one force favoring the .

~

transfer from on-the-j training to astending school‘“27-

s . Third, quké}'s neat distinction between sgecific and general
training ignores the po sibilities of unavo;dable “Learning’ by
.looking" and expgrience. This aspgct of labor training is significant

both from the viewpoint of mdbility and qéality of the products. Job

N

- experience may tend.to increase iébog’ﬁbbflityl Further, the firm can
measure the cost of maintaining the: experienced and inexperienced .
worker, it ¥s conceivable that firms could measure the quality &f their

outputs. \'

4 Lastly,{BédkeF‘s analysis of spec{fic training for a specific
job in a specific industry'causes-some Biffitulty.- Even ‘in equilibrium
where demand for and supply pgaékil]ed personnel are équa], an-
employee can quit his jéb or be fired, thereby disturbing the equi-

librium. Th}s suggests that there is a zone of bargain{ng which is

[} ~
not explored by Becker. . . ' 7
all that- needs, to be assumed ‘to make Becker's theory applicable
to the real world is that {(a) géneral trainees are paid less
than the going rate for performing same skilled task and that
(b)+specific {rainees tend to be paid gbove tho going rate in
the firm providing spacific train;ag.z : .

. ~
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Nevertheless, his analysis .is powerful enough to undertake meaningful . {
economic studies of labor training, wage determination, labor con-
tracts, fringe benefits, etc. Mary Jean Bowman commented on the

Becker studies:

There are many jmperfections in their work, but it nevertheless
is arp important beginning indeed, it may prove to be a critical
breaKthrough in the development of tools for analysis of the
roles on on-the-job training and altimately also for broader
comparisons among societies that differ substantially in thelr
educational and training systems. When all this is said, the
fact remains, nevertheless, that the economist alone 1s not
l:1kely to get into the intensive analysis of variations in the'
roles and efficiency of differing kinds of schooling and their
relation to on-the-job training that are of vital interest to

* many educators.

Anoth;r point which needs further clarification concerns the
chgice Qgtween the two types of aon-the-job training: general and
specific. A clear cut amswer to this question of choice may not be
possible. But #n a rapidly changing technologicél soci®ety such as
the U.S., ewphasas on specifjc types of on-the-job traanng is* not
recommended. More and more emphasis should be given to a general type B
of on-the-job training. But a problem arises. Why would f:rms traun
people on the job for others in a competltaVe market econony? The.
manpower implications of such trann:ng, however, call for social

intervention by the state in the form of tax :ncentlves, and other __

. —

fiscal and mone ry incentives.
\E . -
Lastly, Jacob Mincer tried to develop theoretical and
emparlcal analyses of educatlon and on-the-job training w:th enphasns |
on their effectxon earnings, employment, return",\and other economfx{“"\- ‘*;'u.

variables whi re only a segment of the gon-formal education. Thig®

has been expgnded in Chapter IV where his works have been examined in.

somg 'detail along with the works of Borus and othérs on cost-benefit

.

>
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L T IS N € e ‘ oo
t=0 t=0 . i1 I . '/“'

’

-

where E_and R_ represent expenditures and receipts during |
‘period f + 1 ="the market discount ratio, ‘''n" represents”Qbe

number. of periods. '°°. : .
Nor. L - ‘

3
’
A
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- " CHAPTER 11

.

TOWARDS AN ECONOMIC AND SOCIAL THEORY
"OF NON-FORMAL EDUCATION

Implications of Non-Formal Education

‘ Non formal educatlon can do many things, fill many holes

It is codvenient to approach understanding it and its implications by
-

J%scr:b:ng its functions in terms of varsous deficiencies or defucnts N

or wﬁat~4\h§!‘ chosen to call "gaps." Thése inter- related gaps are ., \\\\\

the following:

< . -

a. Job gap . .
b. Efficiency dap *
€. . Demand/supply gap . .
d. Population and cost gap «
‘e. Wage gap . .
f. Equity gap .
g. " Adaptability gap*
T h. Evaluation gap - NP ) - .
i. Expectation gap ~
. M ‘4 A - . R
. *
Job Gap ¢ C.e ’
. ““__14 Non foerJ education, if properly planned, can play a s:g- - }”;’ SRR
T wificant role ln reducing the job gap--a gap caused by education ’
,_/—-\
outrunning employﬂent for ,both the employed and those who are.ygt to ]
be, |n the, labor market.\\Tn\Qengladesh for example, mon- formal .
.. education might be used for retra:nlng‘the over-educated unemp foyed/
N . under;mployed to the end of making more people employable. Ln such :
- T ——
- c:rcumstances, non-formal education _may bt an alternative or conple- . - v
ment to formal education. This aspect of non-formal educatiom is .- L
-  discussed th the retically and empirically. _ )
‘4 \
. * Thé retlcally, non=formal education could fill. the educa-
! '_1 taonal gap tp a-large extent. It is argued that{ formdl schooling is .
+ ' G- producing skills and knowledge which are not'j%b'épecific. tThis *is’
- N \
o particularlyfirue in unplanned e¢onomies. ) L )
L] 'Y - .

* - 69 . ‘t.
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The education gap as demonstrated in Figure 1 may be seen
from the m}ero viewpoint. We are depicting here an hypothesnzed
relationship between the skill of an individual worker and job .
qualifica%ions required by a typical firm in a changing economy.
\‘____5-\ The reason the Xob requnrement curve (EE) is p051t|vely

sloped is becau e ‘the JOb requnrements of a technological socnéty or
u5\QI\ eveloping ocvety tend to increase through time because of a

hig:Si:Ehmand fon skills or because of the increasing complexlty,
sophlst|cat:on\\d\Fferent|at|on and standardization of the product.

The skill ¢urve (SS) is shogm negatively sloped because educated

workers ifnitially may hav¢ more skill than the ]ob requires WN.e.
gap left of P). The indfvidual workers may not keep pace with . .

demand for skill actuall required by the firm over ‘time. . \\\

AN

It is assumed here that the individual worker concerned is-
not attenDtlng to up-date his skills through non-formal education.
This seems to be a realistic assumption supported by the fact that .
the U.S. has several times undertaken retrannnng and skill :Eld?tlng )

1

(i.d., SS is horizontal), the two gaps described remain although
/-’

programs. Incidentally, even if/one postulatesgno loss of
) their sizes.are smaller. '
Non-formal education may be an alternative or substitute in
. filling up the gap to the left of P Perhapg, personSVproduced'undEr
a graded cdrriculum.in'formal schooling are j&p hlghly qua]nf:!ﬁ
P055|bly, the training of craftsmen for modern sector activity can
be carrsed out either through apprentlceshlp arrangements or by some ’ v,
'Iess forma} means of learning on the job. "Substitutabilities
between vocatiQnal training on ;heijob and in-sqhool are not as
extensive as ij\of )
educational recommendations. isgzols are well adapted to prepare
b) ! “"Filling theugapd in this sense

lten assumed. This is the source of. many fallacious

men to be ible to Iearn\on the
means utilizing resources‘osed'for producing redundant skills to <
produce‘more appropriate ones. Despite the fact that educatiom is a

complex social product, here education expenditures for non- formal _
educatnon are seen as investments. _ ° ///’/ ) < Y




Job requzrement cuxve

.
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15 < substitu seen as Pure consumption
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. d ; r |
1 . : l
0 SN ] ®
'E ’ Open Zone
o : EERNE " :
0' Y g . ; : ;R : “l — X *
A 10 20 30 4o 50 60 80
Time . . . (Sklll Curve) -
Figure 1, --Hypothesnzed relatlonshxp between job and skill from micro
. viewpoint.
» .

0

\\ Here X ax:s represents chronologlcal time in which society is experi- -
\\\ encing social-economic deve%opment' '

Y axis represents acqudired skill at a particular point of t|me
assuged to be given: “not to be changed by any kind of educa-
programs--formal or non- formal,

e econony is under-developed; o
P shows quglity between skill and job; ’

EE represents job requirement curve as economy develops job .. )

requirements, there is a need for lncreaSIng technical know-how .
: for § firm; A . . . .

-
A

SS represents skills Slpuch tend to become obsolete oxé—

time if no”
‘effort is made to

date the skills by the 1nd|v1dual S
R shows arbitrary retirement age {e.g., 65 years); - :

KLRM shows *open zone after retirement .
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Non- formal _educatiion can Iargely serve as a complement in

f||||ng the education gap to the right of F. ‘The category of prodram
for development of employed manpower would “include various activities |,
X such as in-service traiping'in,manuﬁacturing, construction; government

and semi-governgfent agencie$, agriculyGral extension to rural areas, and
. L 4

increasing facfilities for 'learnj by doing.'" This is also seen as

an investment.‘' As Kenneth AfTow argued in his 'Learning by Doing,"

Yhuman resource develo t is a function of the stigulus of con- o

tinuously changing technologies, these are assocnated in turn’

with gross rates of investment in’ physi |ta|. Mary Jean~

Bowwan also argued that

. § 'strategles developed in dlsregard of what exists an
* done outside school doors are disxegarding important com
mentaries and are not likely to be the most efficiept. This

. is not just a matter of curriculum adaptations. Our lgporance ’
( zs great here but there is also much unused knowledge.

Non-formal education can also serve:as a complegent in filling

eriod of Jite after retire—

the gap of Open Zone which refers to the p.

not s

ment. Since:educational expenditure i 1ctly produgtive\in the

-

* . . econolic sensé, this is seen as pure cBpsumption expenditure.

. . : Even if we look aQ the problem from a macro viewpoint it is

possible to conceive of t aps betweem the demand for and suppl; of

S skills, particularly iN\gheJCs. This is demonstrated graphically

in Figure 2.

. In some situations, particularly in the Far East, we see the

/

situation represented to the left of AP whefe the educational gap is

L ) ""positive.'" More skn]ls are provided by the educational system than
4 ) are required, 1ead|ng to the curious and dangerous phenomenon of the
' "unemployed“ |ntellectual Thls is, |g wnl] be noted, a problem off

quality rather than one of quantity |n terms of the skills produced
Beyond some levels of developmerit (AP) the demands for skll]s become
greater than that proylded through the traditional style " Thi's may
be a matter of both quantity and gquality. .

Even {f we tonsider a planned_econom% sugh as the U.S.S.R.

' .
where schdgling in its broed{sense should, discharge a flow according
o = S

. ’ Ve _ .
Q : EB()

4
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-implication for non-formal education. N

o ~
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,
to job requirements, the understanding of the complementary and substi-
tutablllty aspects of non- formal education are important- lmply because
the educatlonal gap is bound to develop beyond a certain ppint as is
shown in Figure 3. j.

< In ngure 3, both the education and employment curves
remained one and the same up to.the point P;,after that a gap has been
crea;Fd between educdtion and employment. The reason is that in a ’
plan eq;economy,'formal schooling was in a position to estabkish a
link with the elan which is usualfy drawn .in terms of five yZars.
Even if this plan for fnve years is drawn within qheégﬁfspective of

twenty years as we flnd.nn he caseof Pakistan, the @ducational

is still tikely to emerge because a specialist is Iikely.to
he does.
it ¥ likely

there is.an
[4

skill over a long period of time (say, 30 to .35 years),
not systematically make an effort to up-date this™skill-
to be obsolete by the time of his retirement. Evident
Undefstandlng these aspects of non- formal edication will
enable us to understand the price mechanism, elast city of dema

and resource

cation. when nen-formal educatlpﬂal’programs 5

Acquired

skill Employment or job
(g;ven) requiremenht curve

Education or sKill -curve

time line ) D

Fugu:e 3.--Hypothesized relationship between education and employment |,
. in a planned economy.

. \ ,

l
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an alternative or sulstitute source 6f skills salable in the JOb ) _—/

_' market, the demand #r non- formal education wan ancrease, if the

.

,prxce of education through formal school (ceter:is paribus) increases. >
~. Thns increase in the demand for non-formal ‘educational output will be .
greater the grevjer are the possnbllltxes of substitutjon between .

educational output produced hy formal and non-{ormal mo s of Iearn- !

)

‘e ving.  This arises snmply out of. the SubStItUtablllty characterlstnc

In other words, if the educatlonal output;produced by both formal : f‘

and noq formal modes of 1@arning are clése Substntutes for each

$ .

other, a rise %in the price of orfe output results in “an increase in

.y s ;he desa the other ‘with a consequent deternnnate rise in its

] : . ’ * -
price. . . . . .

»

But the reverse is the case-if educational cutput/and services

produced are*complements. The rise in price of one educational eutput

will lead to .the in the demand for the other. For example, the’ ©

pes falls as the pricf of wrjting paper rises and
*The measure of the respo&aiggnefs of one vari- i

3 w* | able to chage ip apothef{?ns far as the educatiohal o {put is -

. demand for en‘Q

© . less of it i

explained in terms of cross-ela

[ )
ity of demangl,.3 in\the Q
with the demaﬁd f

g educatlonai output as it is affeqted by a price change fo

9 . educationah)output we are concern

education {other th:ngs being equal). This concept of crosa{élagtitity _ .
. of denand'éan serve two purposes: Firs ,\It can indicate the degree
. of subst:tut:on between formal ‘and non-formal eduo_j:onal outputf It e
N should provide an ewgluative measure of gaps in the chain of subkti- A l

tution between formal fahd nongformal educatlonal 0utput. Second:

it

can help resolve the oblemgsf allotation of resources. - Cross

\

&t

elastich

, .
y can be posi |}p or negat ve When cross elasticity of Lt

" demand

. 2 -
-positive, two commodities jare likely to be substitutes, and

is negative two cOmmoditiegVare lxkely .to be _complements.

P . “
in the price of f mal educat|onal output: is llkeiy

[ 1Y
B e
L.
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I

Aruitoxt provided by Eic:

3

-~

{e

.subjest to

"tire by his counterpart. Now the employer is faced\with a choice:

receive any in-service training or makes no conscious effOrt to

Y

the other hand, if tuo educational outputs are complements, an
increase in the price of educational”output Yrom formal schooling is

mal educational -output.

likely ? crease in the demand for' non-

Thu'ﬁge

Yorest ra

s negative cross-elasticityyof demand. For example, bankers,
ers, auto mechanics, busfn ss imanagers, shopkeepers, to
meng ion only a few, cag be traired dither .schools or on the job,
itical education' as shown in Figure 4.

. ®et us kxa~ine the nature of the curves before taking up

tieir implicatiogs in Figure 4B. Here the critical educatign areas as
indicated oy OTlER refers to basic skills o& }eading, writing, andg

the necessary kno'iedge-or arith~etic required for the job. This
crlt:cal ?ducat:on ~ay be d:Spensed ‘either through forrmal or non-

formal ~eans, but for the sake of s:*pl:c:ty it is assurmed here that

it is received’ in school ‘at least through the secondary level.” Another
reason for this assumption is that it is easier to calculate the

costs. '1' the case of forpal schooling, the measuremenz of unit .
cost (e.g;, cost per additional year of schooling) is relatively easy .
compared "to non-formal education. In some cases non-formal education

{2.g., @on-the-jot training) -involves no extra costs resulting from an

> In Chafters 111 and 1V we shall

increase in output of one unit.

he principles of banking and.m@naging either inisgbgol or on the
job as an apprentice,q,This is shown diagramatically (see Figure 48) - &
with both emplo§e€§/::S:ng received critical training skills OR - \\
‘tire OT‘ One worker begnns.lnfg:lggg/ﬁg;:TB;mal training and :
acqu:(ed skills a!oﬁg'tﬁe line EH. The other continues formal eduta- ‘
tQn through time TIC at which point he has aLIevel of skill CK which»
is evidently greater (by DK? than that possessed (gc) at the point in

if he hires ,personnel trained in school or college, he is likely to )

get a person with the )atest technnques of nanagement skill (i.e., <

as indigated by the gap DK), but after apppogntment if he does not

)y

LY e

@3-
>
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: S (formal education

. D > l supply cufve)
. ~. ~ S, (non-formal education
Y D, l e _ suppy curve) -
s aages : ¥ 'y / I
t S )
Pz * ’ ~ / . A . ‘
4 P] r ’ ~ L / ’ . , -' .
' f s7 ) :
. i /]\\ ~ \ f . *
e -;/, ' ~ . D {formal education
: S § o : ~ . demand curve) ’ ’
o ]. N ~ o . '- v
. - D, (non-formal education

demand curve)

. 5 ) ' «
: C Oi' S M . workers X <f-

)

Figure hA.-—Supply-demang model for equilibrifn wage.

- »

k4

< Y )
Y - Ski]‘
(given) - ’
. N L K ,
R2 ; . - ‘
. . N ’
NI . ,D/ )
R — . .
. : E A .
) . X
v T, € F TR : :
1 - . .
" time line S
. . formal education curve: «
* - »
Fzgure 48.--Hypothes’ized relationship between formal and non-fornal PR
> educati 1 output {e.g., bankers, bus:ness~managers, 7
auto meghanics, etc.). —
P _ X axis gepresents time fe.g., age);
¢
Y axis represents acquired skill assumed to be constant-but .
economy is developung and demandsgfor h'gher skill wnth -
.t . the advance of the ecohomy assumed.* we- are also measuring -
* wages with the help of y axis. %~ :
« TR reoresent< ?etrrenent age° + 7 L ’
¢ Tl ER crltucal eduat:on area--rminimum education ‘needed to start
the job. _ ) . .
. 3 ) . . " ) B i - ’ \ -
. With the help of thiis figure we can explain the diverse relationshipa. .
bétween non-formal and formal education. .
‘ LY ’ . ’ .
\)‘ . - \., . . > /’
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* would pay d? as a wage |nd|cated by the equality of demand and

78 . ;

- )
o .

" . . .
gather experience on the job, his skill, however current it may be, is

likely to deteriorate. This is why the formal education curve is -

. . »
shown négatively sloped. ' . ‘
. . .

The non- rormal\~3ucatbon curve’is posntlvely sloped for a

sifple reason.. After receiyNg the basnc education, the person copn-

cerng @aking a conscious £ffort to learn on the job either
througbh M-service or enticeship training. We' have empirical

evidence to show that learning by doing is a Slow but *steady process

of learning compared to learning the same skil[ in the schools:6
Thus unutnally he' may be inga dnsadvantageous position but ultnmatély
he tends to have an advantade over the person with'a formal educa-
tion bagkgrouny. . e .

With this brief explanation.let us suppose that industry
wants to hire (see Fl%rre 44) business managers or bank managers. \The
critical education area, OT ER, |§ “the same for aII of them. Nowki

industry wants to hirc managers from the non<formal education, it

5upply and hlre OM workers. The ‘demand is related to value produc;
tﬂquty to the employer; the\eupp]y, similarly, is related ro costs of
azquiring tra{ning, among other consideratdons. With respect to -
products of Formal educetion,'the pataliel demand and ;uSgly‘rela- .,
tionships would be as f0110w5°' The demand for each level of employment
would presumably be higher slnce worker product:v:ty would be greater

as |nd:cated in Figure 48 at.time pornt €. The supply would be smaller

at each level of employment reflecting the investment required in

time TIC.to obtain the formal education skills. Thus the.equilibrium
wage rate (OP ) is higher than that for non-formal education output.
-, Now the questlon arlses as to whether it is profitable for *z
the firm 40 hire non- forma] education managers at a w e equal to that
it wouf"Bay for .managers coming vid a formal educatlon program. iny
the short run this .is uneconomic since fhe firm would be paylég more

than the walue of their Margjnal products. Quangitatively, this

"loss™ is the "extra' wage, P]Pz, time$ the number of managers hired,

OM. But from“the long viewpoint it may be'advantageous for the firm

/ 83 -

/




- 79 : .
~ t ] [
to hire at OP2 because after the’ tlme OF, the non-formal education y
manager becormes the real asset for the firm. In terms of - knowledge

and skill, he has a decisive advantage over the formal education

manager as indicated by the gap to the right of point 6. The higher -

- - ¢ - - - -
wage offer to non-formal education output, despite the initial »ower ’
skill compared to formal education output, is likely to act as a
positive incentive to learning. Although % is difficult to.assess .

the xmpact of this incentive accurately partly because of the lack-of .

adequate data as well as inadequacy of the theory of Iearning insofar R

iﬁghPOn forma! education is concerned, yet common sense suggests that
oGh}s higher wage tends to accelerate the rate of learning through
earning. The knowledge of modern mahagement techniques and some

.pioneer works dealing with the complex issues of pedagogy, sociology

 J
..and psychology may be useful. It is assumed here that managers from .
formal education are receiving no non-formal or in-service training !
to up-date their skills and therebysfollowing the same lTine of i ,)

- &
analysis of Figure 1, to explain the gap right of point G in Figure 48 §

above. From this amalysis we can ded the foliowing concldsions:

(a) With the incfease in the cos\ of basic education the cost

re than the non- formal .

learning Hy doing) involves no marginal costs. : .
(b

tion as regards the salable skill in the market, the demand for non- . :

1fnon-formal education is a substltute for fofgél educa- .

formal educatjon tends $o go up with the increase in the prlce of
formal education.

{c) If non- formal education programs become the complementary
source of supply of skill in the job market, the demand for non-formal
education will decrease with the decrease in the dehand for comple-
mentary formal education. This will arise because of the complementary
characterlsf:cs explained earlier. .- N .

{d) If the factory becomes the cYassroom for workers, both the 4. ]
workers and employers will be bénefited. .Workers are likely to be
more committed ta}work; tnﬁy are al%o likely to be more cgntented. . .

87 .
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Encpouragement of attaining higher Skill implies higher remuneration

and recognition.

Employers will be gettiing the benefits because

there is likely to be Jess turnover of workers; there will be less

chance offa strike. A better employer and employee relationship in a

job econpmy such as the U.S. is bound to reduce the social tension.

Thy analysis of educational output in terms of cross elas-

"ticity of demand is very important because the measure of the degree

of Substitutabilit§ between formal and non-formal.education helps

resolve the ppobiem

.economics.

f allocating resources--a central issue in

v
.

It is appropriate at this point to examine the various levels

involved in macro decision-making as it concerns' the allocation of
.

. ‘ . )
resources. Allocation :s a problem because resources geelimited

relative to

——}3t stage -

2ng stage *

7th

7 8th

stage

stage

stage

stage
stage

stage

H
< .

seems necefsary.
-

competing demands. The 'stages. are as follows:

—

Determination of overall educational priorities and
objectives and identification of areas of concern,

-

- e

1Formal education programs: Non-farmal education programs =
iselection of inputs (e.q., selection of inputs (e.g.,
student, teacher, housing, *. ‘school drppout, educated
zeﬂc. unemployed, etc.)

- -

. Establish~linka§és through system analysis'approach,
knowledge of elasticity; its application

— e

Allocation of furids Implementeation Allocation of funds

Formal educatiqn\TJtput Non-formal educagion output

f— L

! * X ’

b Total human resource development

- N '

i -

, - Foundation of social infrgstructure for '
) R growth, development, and change

F ’ I
| * Evaluation .

L vl

A little discussion on each of the Vvarious stages of educational output

Ist stage: -The first tﬁrk of the education planner is an agreement on

program objectives and goals apd identification of areas

A e o

\ ” -

. ;/,
N - -
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concern regardless of fund commntment and mode of Iearn- 4

tng. This wnll enable the educators, economists, and
planners to have a better perspective of the overall
problem and to set up priorities. .

2nd stage: "An overview of the problem will enable professionals and

politicians to identify the client group to be served. ‘
Regular stuaents, disadvantaged,’ unskilled, unemployed -
sghool dropouts, etc., may be the target 'groups of the

p(ograa. This brings the questioﬁ of choice as to whether

a target group is to be served Sy arraqgi;;‘formal school -

ing or not. For instance, if the target group is comQOSeJ ! ‘

s\\!of technologicgally unemployed persons requirfng retraining,

. perhaps non-formal education is well suited. But, jf the

objective is tb reduce the_ school dropout, perhaps reforgs

in {the existing schodl programs seem necessary. Sometimes

objectives may not be defined in terhs of the person

trained. . '

. v

3rd stage: W= the various alternatives modes of learning are

explored, an effective linkage is needed in order to avoid o
economic waste resulting ffom duplicatiop and unnecessary o P
complication. AT this stage, the knowledge of demand {or
and supply of trained personnel is imperagtive. Proper,

analysis of the demand and supply relationships will

enable the planner to identify the resources needed %o
. accomplish the désired educational tasks--ésseﬁtially
solying_the problem of allocation of funds.
hth.siage: But the allogation of funds and implementation process
are simultaneous. Only tHrougﬁ efficient.implementation

can vie ‘ - )

S}h stage: expect optimal educatiohal output. Here by formal and non-

6th stag:: fg | educational o tput | mean total eéducational effort
for the development f the sk:ll and capacity of thé

people involved. /< .
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7th stage: At stage seven, however, we find the development of new
éflll and kn0wledge which may be expanded as a part of
the social infrastructure which is very much needed for
) growth. New kngwledge.and skill appear--replacing the
older ones. But even educational investments tend to
remain and to be-self-reinforcing. _
Btn stage: In the Ilght of - changing cnrcumstances, the work of the
. evaluatlon will start to sget Up new areas of concern, new

educational priorities, and new policies. Thus, the

circle is complete; its lesson is that there is no end .

to the taiks of allocating and re-allocating ands The
economie philosophy IS that allocation of funds for’;he
development of human resource is not an end in |;self but

a means to some end. ‘This end surely varies from society

to society--a critical point for planners and advisors to' .

beat in mind. . .

-
. -

) -t

Empirical Analysis

We have examined complementarity and substitutability between
formal and non-formal education in theory. Now" we ekam ne the issue
empf?ically. Non-formal education may play an |mport t role in-’
modernizing the industrial sector asswell as peasant or ‘agriculture

.o ;ector of the LI{s. In the |ndustr:al sector, the most critical man-

power. requirementd tend~to be for people with middle level skllls ‘

Lewns cnaracternz the products of secondary school as the- backbone
I

s

\ _ of public administration.. According to him: ~ ""The middte and upper .
ranks of buliness consns; almoqt fntlrely of secondary school «
products, ‘and rose. products are also the backbone of publ:c admin-

7

istration.”"’, Non-formal edkation can play a crucnal role in flillng
the gap betwee employment and edueation for those who have success-
. fully completed\the secondary education. Intensuve and extensive.
‘training programs could do thjs withjn specific reference to job
requirements .’ Moreover non-formal education is especially suNed

for attacklnq the problems of schooi dropouts and '‘educated unem oned." .

"ERIC . o - L
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facilivies. ) ) . ‘.
It is paradoxical that in many less developed countries,

T3] N -\
manpower “shortages' co-exist with manpower Msurpluses.” Profe sor

Harbison mentioned six categorles of shortages‘of manpower°

(n _shortages of hngh]y educated professional manpower such as ) T

scientists, englneers, etc.; (2) shortages of tdp level mandgerial

and administrative personnel (3) shortages of teachers, partlcuILr]y »

teachers in secondary educat|on (k) shortages of technicians,. .* °

Nurses, agrlcu]tural assistants, etc.; (5) shortages of craftsmen of ) }‘
h as stenographers, bookkeepers, busnness maghlne opéra- . .

(6) shortages of miscellaneous categories of personnel such’

and T¥ specialists,-watch repairers, etc. With regard to the

first tho categorles of Shortages, non-formal education can be com-

ry, it can bring freshness and help people stay up-to-date

. in thenr areas of specdalization. A fairly h1gh rate of Obsolescence

in a rapnd]y changnng soclety is @ common phenomeqon Possibly, . :

Y

non-formal educatnon can deal wnth the problem of obsolescence more -+
¢ . !

. effectnve]y than formal learning in schools. ) qé L
As for the remaining four categories of shortages, ngn-formal
educatlon can possnb]y substitute for for al.schooling

- cases such as the training of nurses, agrj

in most of the

rad
ultural extension agents,

radio and TV specialists and the llke uch training, non-formal . !

educatnon can retate to economic and socia nditions.and to the - . . ¥

cu]tural heritage of less developed countrnes where

educat;on medels have failed’ at least

imported forma]
in part |n content and method

- The significance of non- formal educatnon can hardly be oyer-

estimated even \n a "job economy"!
3

such as that of the U.S. where 90% : '_
of 86 mnl]non in the labor force

ine 1972 were employees as opposed

‘'to belng self—employed or being employers. This Jjob economy operates }\

economic, social, and legisla-

" ina world of change--technolognca

tive change

The dynamics of- an adv hced ‘economic system g|ves rise

~

. to a host of manpower problems. Non formal education can work “in
¥ '

:

: . ttwo |mportant directions: First, xt can be a system of retrainin : .

E . ’ - T
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minor or major increments. The applications of electronics and atomic
émerqgy in the prod clion process have led to the development.of new.
. processes,“new teghniques, and new products. The skill learned through
‘ a formal system, hrowever current it may be, is becoming a skill for

\ .

yesterday, and we have already noted the high rate of obsylescence in
a tecRnological society. Coombs describes the problem: < '
W:th knowledge, technoloby and job characterist:cs all changing ' §;2
very rapidly, there s today a universal problem of kedping the
‘cgntent of education up~to-date--of giving students an educa-
tion that will fit them for the different world they will live
. in tomorrow. Teachers and textbooks—-t
which the "stuff o,, learning” gets pzped 1nto the ciagsroom--
‘ have a high rate ‘of obsolescence in this rapldly chandwyng
. . world. No satzsfactorg measures have yet been found, or at’
least widely applied, for kecping teachers and textoooks.regu-
larly up-to-dat ; .

Y Second, non-formal e?ucation eeems to be consistent with a much
"wider spectrum of individual differences and neeé%“ in a society of
diversified population. fhjs is particularly true_in a c0uhtry such
as the U.S. where significant social change is taking piace. Non-
formal education can be utilized to increase the education”base of
its diverse people, thereby reducing economic ane social discrimina-
tions. Formal school ing which may well serve the purposes of an elite
can hard}y be expected to convert easily into ”mass educat|0nal sys~*
tem.'' As emDIOyers expectations regarding the educatiohal attalnment
of the empIOyee increases, nonh-formal educati;ﬁSmay be the vehicle
through whnch much of that attainment ‘may be achtived Employers now “

expect to use high school graduates (or thelr equnvalents) non-

.+ formal educatlon may pr0vude the ”equxva]ents Recently, Professor
Matonistudled experience on the job as.,a substitute for formal train-
ing.II A primary school graduate aiming to become a fully skilled -
‘mechanic cas follow one of the two learnnng processes--formal training
and on-the-job experience or 8 combination of both. In the example
presentgd ;n Table 1, pe |dent|f|ed seven possible comb;natnonSISf
formal training and on-the-job experience. The firsg of the seve '
combinations ihdicaies that a.primary .school graduate needs 13 ye}?s

‘ of experience on the job without any further formal education and .sp on.

| , o | |
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. TABLE 1 .
. »
Combinations of Training and Experience Required to, . .
Become a Fully Experienced Tool and Die Maker
Numbers of combinations 1. 2 -3 4 g, 6 - 7
Years of formal training (E) 0. 1 2 3 4 5 6 .
Years of on-the-job experience (Y) 13 10 7 L 2 1Y .;\
. A

' )

Source: InternaEZonal Labour Review., September

, 1965, p. 241.

. .

Similar empirical substitutability curves for some specific occupations
. ‘ Vi

such as assistant quiQeers, junior technicians, and skilled.workers. -

have been drawn for Belgiud and Argentina (Figure 5).

1 4

’

1, Assistant_\ engineers ’ . Assistant engineers

E=0 = 20.1 E =,0 Y =17.2
3 . 16.0 - 3 11.2
6 ' 6.3 6 4.2 .
U9 .4 e T 9 : 0.7
n. Junior technicians v,
. E=0 13.4 .
3 8.9 ,
6 3.1
. 9 2.0
—~%killed workers vi
E=qQ Y= 119 | N
PR 5.7
, 2.6 .
. PR
E -'years of formal training. .
Y =fyears of on- the-jgb training.” '

»
+Sourte: International Labour Review, September,

1969, p. 243.

[
-

In this analysis ofly the time requireménts,haJe,been taken into account.

There beep to be advantéges and disadvantages of each of the combinations
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of formalfgrainin% and experience on the job, and certainly one approach

to choosing alternatives is to estimate costs for each.
A primary-schgol graduate takjng no further education may ¥eed
13 years of experience on the job to be a tool and die maker. This is -*
a long time. But here no marginal cost Is involved in learning this . R
skill: the worker startd earning and producing |mmed|ateiy SO no
income is forgone. But in the case of combination number,6 (Tabfe 1)
it is po;sible to reduce drastically the years of on-the- job training. ~
,The trainee, in,.this case, starts earnnng as a tool and ‘die maker at the
end of 6 years instead of 13 years. The optimal combindtion is diffi-
cult to determine. At the outset, it may differ for society and the
individusl. Theoretically7 least Gost combjnations for society. and
each individual ere,determinabbe with sufficient data concerning a * . o

number of vafiables although this presents practical difficulties.® -

Non-formal education clearlf‘?an help, however, reducihg the

gap' between education and employment in variouslgfys.

Efficiency Gap _

The efficiency gap

which refers to puplls who are held . c

61) grade repetzi&on,
and do the same work as in the prevz-

b k'in the 3ame grad

ast imate does not _ |nc|ude loss of the value of -

In 1960, half the chlfdren who entered ’

rade, Three fourths

Even ift the U.3$.
natkbn's young people

E§hool, many withd
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the labor market. 3 This educational .investment is a dangerous . -
waste; it tends to create and pefpetuate a ''vicious circle" described
by UNESCO:

A high ratio of wastage in an education system conststutes edu- .
cational deprivathp 1n one of its most acute forms. Since .
wastage 1s almost invariably higher among childpen who belong ’
: to socially or economically handicapped classes, existing
. 1mbalance potwéen social groups or geographical regions are -
accentuated and the sections of' the populations which most .
need the $oc:alizing influence of education are deprived of it. v
Sfnce educational attainment is associated with higher income *
earning capacity, a situation of ever widenlng inequality of
.income distribution tends'td be perpetuéted.' ’ '

'_The main manpowér consideration of this waste is reflected in . .
- the high unemployment”of school dropouts. The mere increase in the

rate of economic growth is not:going to help the situation *very much; .

éven the increase inxthe number of jobs avéilablé is not perﬁaps ‘the
solution\Secause Fhe main problgm is that many young people do not_ . \.
posséss.qualifications required by the empIOyets. They need to learn
empIOyabIe.skillé.'_Noh-formal.trai;ing«or réfraining facilities to 5
provide salabtle craﬁ£ qkflls or any other skills should appeal id both '
MOCs and LDCs. . ' .

o . . .. @ ) . )
e a - N v . - - b
- - Démand and Supply Gap p ’ ,

= . Sl
2 The demand for educational services has exceeded its supply .

bath ‘is» advanced and less ééveloped'countries. This &ehand/sqpply gap -
&as itsfﬁualitatiye and quantitative aspects. *The quantitative aspect -* .
refers to tﬂe extraordinaré growth of the youth population. This.willv -
he'discussed later ‘on under Population Gap. -Here we are concerned .
with the §qgigiﬁi!¢ aspect of ibe gap which refers. to rising eipééta-

tions of the people and low ahality of the'education.” Both in the. ¢

advanced and less deveIOpea countries there seems té be an explosion af AN
! A )

: . C . .- - S, . .
human expecta:nons resulting in an overpowering rise in demand. for more

and more educ t +on

. ¢ . ..
ilities as compared to acute resource scarci-
» . .

ties reflected i théishortage of supply of skfliqp and well-trained s
R . .

téachers and'*buiddingl, scientific equipment, and, textbooks. This
o

+* lerisis of maladjdstment" has led to the over-crowded ‘classroom with . L ,
. Vo ) ) . . .- :
. e * .
$
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utterl; inadequate facilities for learning, 15 -This tragic human scene
is mostt acute in the case of LDCs where an astonishing proportlon of
scarcigeducatsonal.reSOurces are being utilized only to produce high

rates of "educated unemployed,'' attrition, and grade repeaters. Pro- ,

»

fessor C00ﬂbs depicts this demand/supply gap:

Dtsn, the valiant efforts of educational siystems to expand
(part;g Loecause of thiusp most of them have been gnablq;go nar-
row the q j<) ontngcn"bg stead:ly ri:sing povular demand or

give e a sau-:;acuorg educat:cn. Th’S 1s bas*Callg because
educat:on brecds 1ts own demand, :ndependently of the economy's

/o aD-;.-g to suppor: :t. The youngster of :llitcrate parents

*

.- who gets through primacy school them wants to go to- secondary

school (though in Africa, for example, has only a one-in-ten

« charce mdkzng‘z:). The dream of those who do get into second- L
ary school :s to go on to the university. The process
eveérywhere works l:ke ¢ series or flood-gates; when the first
gate :s opened the fiood soon washes against the segond, and
/59 on:unt:l the whole system 1s i1nundated. The developing
nations that are striving today to achieve unaversal. primary
education axv unleashing a flood of popular demand that will .
"soon engulf their secondary schools and universities.

In such a crgsfs, non-formal education does provide an alterna-

. - . i ‘ . -
tive. Properly planned, it may reduce the magnitude of ''the crisis off

‘maladjustment,' thereby improving theg quality of maﬁpOwer in terms of .

i}§'development; utilizationm, and maintenance. The task‘beicne'the -
educatiéQal planner is to devélop a}te?nati@e learning sysiems, subject ;
to constraints imposed by ehetsociaf environment and resources, and to
choose.fhe best combinalion of learnming abﬂes, whether they be formal ‘.
or n?n formal. ''The people who are most Jikely to help‘hih-zwhether_‘
they are economists, philosophers, sociologists--will be those who

try to‘sho~ h'im how to marry-the needs of his particular ommunity to

the're50urces which are entrusted to h:m.”‘7 N
4 U o

Population and Cost Gap p ’ R

- s

-’

The size and magnitude of the demand/supply gap is further
compounded by ‘the populatnon explo%ion: Noﬁ-formal.education can play
its roJe in_the fotlgwing fofir components of " the populdtion gép

{a) explosnon {b) nmpIOS|on, (c) dxversnfucatnon,.and (d) change .

¢ . - *

.
-
-
4o
-
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o . J\ Explosion. --Tbe explosnve population increase in the LDCs is.. 2
' \ due 10 two fac;ors. (). extens:on of medical and health facilities '

‘and consequent reduction of death rates, and (2) maintenance of ' high

¢ ﬁe;th<;axes as before. . ’ .« ,

' * ¢ °

The death rate was cut in.half i1n the United States dur.mg the

. -period* 1900 -1950, when mortality rates dropped more rapidly N
*  than at any other time. . Howgver, Ceylon required only seven [
¢ years, just after World War II, to equal that feat . ... life }' . . <

éxpectzt.on has also increased tremendously 1n the developed
countries, and the same deve7opment will accompany the _popu-
-ation explosion 1in the developing countries. In 1850,
one-fourth of all persons_born in Western countries was deady, ,
by age 10, and one-half by age'45. In 1950, one-fourth was - . 4
dead by 2ge 60 and one—hal? by .age .70. ’

The population explosnon has led to the tremendous growth of
school- age populatlon. In quantltatlve terms, formal schoolnng fails
. to cope'with the S|tuat|on Thns failure is reflected not only in

terms of the currently |ncrea5|ng rate of illiteracy but also in the .
rising costs of formai school ing. Accordlng to one estimate, school
enrollments in the,LDCs are~|ncreaS|ng in an arithmetic progreSS|on
b - , 2, 3 4, 5 (5.e. Fncreasing at a rate of approxunately 5 percént
'a year and doubilng in every 14 years) put school’ costs are nncreaSIng
<o "« -in a geometric. progression 1,2, 4,.8,716 (i.e., ihcreasing at a rate
or approx«mateiy ) percent- a'year and doubl:ng in every 7 years)..
In Pakistan, for_nns%ance, prlmary educatian is at present available
to half of gne nation}s.cnildren, the number of}i!literates is riEing .

in excess of 1 million persons a year. 2 Again, there has .been a .
l‘

o

_sharp increase in per pupnl expenduture not all'because of the .
. . -maSS|ve expansion of extensnve formal educatuon but aJSO because of

-“ the desire to upgrade the qualnf:catlon& of teachers and. to Iower

the student-to-teacher ratio. In Puerto Rnco, for example, the i

income was‘ten times greater “in 1965 than in 1940. School'ennollment) ,

has more than doubled durlng this period, whlle school ‘costs multiplied >

1!25 times. 20 .In many less*developed countries such as lndna Pakistan,

and 8angladesh over: 80 percent of the total populatlon is stnll

nllxterate, only.a tioy minority enjoys the [UXury of formal schoolf

. ing. Non-formal education may o&ffer in many cases, a less costly

(] Py . - ]
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and more atta.inable aJternative in

e development, utilizatfon .and

maintenanoe of‘mahpowér Once the for schoollng monopoly on edu-

cation is broken, the cost of educatlon may be reduced to broaden the { -”i‘

educiatignal base of the society. .

" ity 2 : : o7
I * ' !
Ilmptosion.--The p tion :mplos:on, tRe concentration Qf\\\ \ -
population in large urban units, has occurred in LDCs for several ' !

hastorncal and centemporary reasons J4n most cases colonial powers
developedtthe urban centers in order to funnel raw material and manu-
fJEtured goods between the colony, and home country. Thus cities_
became the source of white collar jobs and in'spite.of uneasy atmosphere .
.( / in the rura1 countryside because of 1} beratlon and thvasion operation '
durnng the Second World’War, the most powerful factors which_led to
this implosion are twofold. fFipst, the wirong type of colonial forma) .
educat ion deve!oped a dtsdain for manual work in the ‘rural context
resulting in migration of rural primary graduates to the toun§.’
Second, pressure of population on the land coupled with .the breakdown

of traditional soc;ety and attractnons ‘which the town offers=-bustle;

water.out of a taB freedom from obligations to relatnves and chiefs;.

schools, theaters, hospntals, buses--also reSulted in the streaming of S

unskilled people into the towns. These towns became the centers of ° -
§§§§ squalor, disease, corruption, and delinquency, The big cities such as '
N Calou}ta and Karachi are havens of squatters’ in the night. This is a
Iong-stanaing phenomepon in almost all LDCs, particularly in Asia. = .
Can non-formal education play some role in such situations? Better {
opportunities in rural areas may reduce the impetus of mngratlon to
" the cities. Furthermore, it can offer considerable to those who do
emigrate. Both-the young primary school graduates and school
leavers may be the inputs of non-formal educational output.

5ivérsification.--Standardized formal ‘education in many cases

seems to be «napp{opriate]y rigid fer the people having diverse racial, .

.+ ethnic and cultural backgrounds. Since non-formal education may in
4
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many cases provide alternatives, it introduces flexibility for people T

of diversified backgrounds and cultural values. ) h
» '. . - ! - € < (
Change.--1n a changing so¢iety, many new.jobs constantly appear . - ’
while many old jobg disappear resulting in ''techndlogical unemploy- : 4
ment." - Nor-formal educatIOn is perhaps best suuted to fill thé needs

for craftsmen of all types such' as car mechanies, secretarnes,—stenog-
raphers, tel%yr3gon and radio .repairers, -watch makers, and business . .
- machine operat;?s.\\pn the othe;hand,it can also provide petraining

facilities for the tézagplqgifally displaced. 1in.the U.S., for =~ ' .

. example, public retrainfng courses specifically for adult, experienced
workers have been arranded for about-a décade under public auspices.
Professor Lewis descr|Zes the situation vnvndly .

After seven years bf primary educatzoq, a boy cannot bé so
easily contazned by three acres and a hbe as his father was; . ¢
if his school was any good, his aspirations must have been .
raised above this level. Only a reformed agriculture, using ’
modern technology to secure high yields per man, could
attract ham; but agriculture cannot be reformed as quickly
. as schools can be built. Furthermore, in a country where
only lOpercent of “the, chlidien complete przmary‘sthool, and -
Jess than 1l psr cent enter secondary school, graduates of
- primary schools are in demand as clerks and teachers, and —y
. can @arn several times as much as the awerage farmer. Primary .
. school 1S thu§ established in young people’s minds as the road .
to'a well paid white-collar job. -When, as a_result of crash
programs, the number completing primary school is raised within®
a decade from 10 to 50 per cent of the age group, frustration
- is inebitable. Graduates ofy?he rural primary schools stream
N into‘the towns, where they cgnnot find Jobs,.zndeed, the
t. szmultaneous expansion of the output of secondary schools will R .
mean even fewer white collar jobs thanp before for primary
Schoql graduates. °'Blame is laigd on the curricula of primary
. sch?ols, but this is bardly relévant; young people s aspira-

tions are determined by past market opportunities rather than ~

by schoolbooks. The probleh solves itSelf with the passage of

the years. It becoméds vazous that a przmary education is no ® o
longer a passport to a Eig;zcal Jjob.in a téwn,'and graduates of® * -

rurdl schools settle dopm to make the best of the opportunities ) R

- available-to them in the.countryside. But, they will still find _
it haxrd to remain in rural areas if the Government is spending )
most ofl its money on developing_facilities ip the larger towns,
and neglecting the rural areas. .
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i Tables 23 3, and 4.are presented\here in order to deronstrate N
. ihe magnitude of the problem. They speak for themselves thé need for

non-formal education. Too, the fact that children are born of young
and not-so-young adults, literate and alluterate, informed and mostly
unnnformed,underlnnes the very |mportant role for non-formal education
in the family setting if anything effective is to be dpne about the

. popula;ion explosion from the '"'supply' side. \\_—;_—//y ' ‘

-

% _ MWage Gap ' ) : ,
. Modern cities are plagued by the population implosion, rura}'
' iabor migration to ciE}es or towns. One of the basic economic’ inced-
) + tives for such migration is the difference between hrbaq viages and
rural irncome. Professor Lewis indicates the fol owino three factors‘. .
+ which cause this difference: (a) the rise of trgde unions, (b)-a
\ more oowerfu] social conscience anong'capitalists causing'them to.

c share ;he fruits of orogress with the:r workers, and (c) r|se of-.
'natuonal;stnc government supportnng the claims of th workers agalnst R
fore;gn capital. .A fourth factor is the very well dgcumented dlffer-
ence in average Qroductlv:ty between the two sectors{ Whatever may - ..
be the caUses o?»{he dnfference, the wnder the. gep ‘between rural and

oo urbau wage rates "the greater the mrgratr n. ‘Hany*of the migrant-, -
.laborers retain a ''security" foothold in the farm economy and as a

. -
- . .

’ ) . TABLE 2

Wor 1d™Population at a Glance .
S — _\,._-n,'-,- ’
. Year World Population ¢
1825 ) . one billion
1930 . two billion
e e . 1960 -~ ‘ three biflion,
' 2000 . o seven billion

Source: Department of State, AlD, Office of Labor, Washington, p.C.,
- February, 1971, reproduced from Manpower and Empxoyment Plan- }
ning in Lower Income Countries, p. 33.

Q. _ . ].C)j. . .
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‘ TABLE 3 ' ,
Enroliment Trends in Different Areas of the World S
B — o = S“mt/ e e S e = PR ‘-."' [
, Primary Secondary Higher
Education " Education Education
_ - 1960 1963 1960 1963 1960 1963 o
C s
Wor 1d 140 157. 172 , 210 < 179 230
‘ *+ Europe Nk 119 160 186 - 161 21
R v .
North America 142 153 , 161 192 157 ' 197
Africa 223 273 271 364, 267 345
. Western 298 356 -, 388" Boo 722 1,622
Eastern AL 259 306° hag 700 1,083 -,
‘ . Middle ¢ 203 268 366 64t - Toe- .
- *Northern . ".° 230 291 332 4oy ~302 oo ~ .
. ) Latin America 175 203 . . 227 325 203 . 262 i'
Tropical . 193 229 255 369 205 28a
» Middle 186 © 230 255 - Loy, 220 311 *
Temperate 134 Thiy 184 231 . 213 255 ,
T " CLaribbean 166 ~ ~ 174 199 - 311 "151 180 .
. Z.* "7 South Asia 175 204 213 267 24Q 273
A South East 160 ] "181 27t . 332 - 179 237
South West 201 2k - 341 kg 179 237
. Middle South , 181 214 199 250 266 278
¢ v Source: Appendix 1, The World Edhcathnal Criszs by Coombs (New York:. e -
Harvard University Press, 1968). 3\
o - SRR TABLE 4 ' B -
Populations of Devetoping Countries Are '‘Younger," Thus Placang \
. a.Heavier Burden of Support on Employable Adults
S T T T Median Age School-Age Population
. .Yegytof“ “of Total as Percentage of .
+ vata Population Total Population
. v .
China (Rep. of) * 1963 17.4 56.0 . . .
France 1962 32\9 28.2 “
Germany {Fed. Rep. of) 1961 » 34 21.4 .
Ghana . 1960 18.3 . 48.3 3
India ] 1961 20.4 ‘46.5, \
)Horo;co - 1960 19.5 : 49.4
"( Nicaragua . ) 1963 15.8. . 6.7
‘ Niger 1962 18.0 . 54y . . -
‘ . sheden - - 1960- 36.5 o 23.1 .
Source: Appendix 1, The wWorld Educatzonal CtlSJS by Coombs (New York: ' .
! - Harvard'Unsversnty Press, 1968).
[ ‘ ¢ -
’ ¢ . \
| .




- ] 9.5 AR
v T o

result they accept the low)wages, and it is difficult to organize them

\

* o ™ .
in a meaningful training program.

With the high rate of labor turnover assoczatéd\wgth the migrant
labor sysfem, 1t was not possible or worthwhilé tb select and .
train indigenous HJabor for skilled work, even if;the mines and
p{antatz 5 were willing to dq/ac. The same perfoh did not stay
.on the job long enough for the purpose, and th ggbar supply
rema:ined a succession of new recruits. But on’'the other hand,

. them migrant labor system prov:ded the mzniﬁ,and -plantations wzxth
a very convenient stream of casual labor “For whach they did not
need to take much care and responsibility. Most of the workers v .
are agult single males who had lé£t (or were encouraged to
leave) their families-behind 1n the subsistence economy.' So the’
mihes and plantatsions did not feel obliged to pay wages suffi-
cient to maintain the worker and his fami#y or to invest ia .
housing and other welfare projects to enablg him to Settle .
permanently with his family on the location of his work. -°Fur-
ther, during the slumps in the export market,.the labor could
be la:d off and returned to the suoﬁéstence sector without
contznuzng responsibility for them. .

.in such a situation, non-formal education can help develop man-
power in two ways: (a) In the rural sector surplus labor force may be_
trained and given salable skills. Depending on,the local need, a

non-formal eddcation program can be arranged to impart training or a

.

skill to permit use of spare time tp supplement Subsistence income
with’ r|snng income. (b) The consi?uent reduced pressure on the

urban sector would enable industries to select and train on -the-job

indigenous labor for skilled work without {hg losses associated with
L] .~

-

the high turhover rate. o /

] . .

Eguitz.Gag * ) r
Fhere seems to be general agreement among economists that it
i's not feasible to provide formal schooling to all peOpIe,‘suggesting
a substantial shortfall in the deveIOpnenf of human resources. Formal
 education tends to provide access to power and gpportun:ty. Many poor"
peopte are dénieé opportunity for upward;mobility pimply because ghey
, are denied. educatlonal opportunity. ;

- 23

Reimer in his School Is Dead argues that school creates

: soci(f discrimination. No country can provide all the education its

people want in the form of schools. fﬁe rich tend to be the ones to

\ © 103 o
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go to school, and they stay in school Because private costs of school-

.

increase as it

is’ extended. . .
We have already‘gife;~:;§y in Bolivia it i! the upper class

which gets the benefit of over 99 percent of the educational expendl-
Fhe

ing

tures. Most parts of the world resemble the Bolilian case.

current emphasis on the formal education tends to maintain the elite

control in the soifdty. This is true of the LDCs but elso/jn the -
advanced countries¥as well. . h ]

,ftygggfgi demonstrate} that it'is,the ugper clasé'of‘Sgeden, the
This

U.K., and Japan who benefit the most from formal educatjon.

investment. in theNupper class gives it social prestige

educational

icious circle."

and power--a self-perpetua;igg "
© . If the cost-benefit and cpst effectiveness of various alterna-

tive non-formal activities are objectively analyzed; and if in fact,

te .
non-formal educational opportunities are shown td be economically

expandable, three advantages will emerge:- -

First, this would broaden the educationhl base of the‘soeiety
and raise the average level of educattonal atYainment. Second,. it
follows that with the extension of the edu
would diminish, tending to reduce somewhat the c:rculamnty of the
“wicious circle,"
the

asttainment and consequent reduction of duscrnmnnatlon income

distribution is likely to be more equal Evidence indicates thit level

of educational attalnment and dascrnmlnatnon do contribute to lncome
differences. ’

-

Using cross-sectional data, several studies have substantiated
that the higher educational attainment ‘shows ,the steeper rise in
The earnings profiles

in Figure 7. (‘b,

earning in both advanced countries and LDCs.
in the U.S., the U.K., Mexico, and India are shown
c, and d).

In his article, ""The Effect of Low Educaticnal Attainment on

»

~ L

A Comparetive Study of Sélecte(’Ethnﬁc Groups," Professor
Walter Fagel of the University of California provides

P4 ’

J \ ; _ - -

-

tional base, discrimination

Third, with the uncrease of the ievei of educational

.
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Figure 6A.--Age-earnings profiles in the United States, 1949.

F?gure_68.--Age-earnings'profiles in the United Kingdom, 1964.

~

: . . O -
Note: The sample sizes for each age cehort for the TEA droup, 19 ]
or over; are too small to provide reliable results. . )
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Figure 6C.--Age earnings prfiles in Mexico, 1963 ) . 1
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Figure 6D.--Age-edrnings profiles in India, 1961.
Sources: '6A--W. Lee Hansen, 1963; 68--Henderson -Stewart, 1965;
6C--Carney, 1967b; 6D--Blaug et al., 1969. Reproducéd

from an Introduction to the Economics of Education,b
M. Blaug (New York: -Penguin Books, I972), pp. 24- !
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estimates-of the ‘importance of educational attainment 1in
accounting, for the incomé& différepces between Anglos and meh-
bers of disadvantaged ethnfc groups. Except for the. Spanlsh
surname population of the South-West, educational attainment
accounted for less than-half ef thé differences bqueen the
1959 median income of each gyoup and that of AngIOS. The .
income differences which remain after adjusting for education
were not analyzed, but undoubkedly ‘result from multiple causes,
of which ucational quality and gspeciéllg ﬂiscrimination
would seem to™~be rwost lmportant. . T,

industry to estimate earnings regre55|0ns, John § ifmons found that

primary education has little relevancé for the earning of the
¢ blue collar wofkers in the Tunisian shoe industry. Technical
- and apprentlce training ha% even less validity. What is much

Q

ERIC
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more significant than formal schooling for a worker's earnlngs
1s his informal education. This is the process of learning by
looking and doing what takes place oh the job. Aﬁso 51gn1f1-
cant in predicting the earnings are behavioral and attithdinal
chara®teristics of the workers. .. . . The finding that/formal
educg;lon plays a weak role in the earnlngs of an Afrlcan blue
‘collar worker is consistent with a growing body of evidence on
American workérs. The finding that informal education has-:
beneYlts which are superior to formal-schocling has no direct
counterpart 1in ghe Jiterature because of less adequate at%e@pts

to measyre it.

. i

. R
Interestingly enough using survey data from the Tunisian shoe

The point is that provision of |ncreased non- formal education will have

a positive impact toward a more equntable dnstrnbutnon of income," -

thereby contributing to a more egalhtarnan socnety .

- f
v .

Adaptability Gap

L]

Formal sghooling by fits nature reguires conformity for its

survival. Being part-and parcel of a large bureaucratic arrangement,

- - .-

~

it tends to be inflexible and rigid. . N
. - Non-formal educational planning can introduce an element of -

flexibility into the whole ra;ge of‘edugational planning. This flexi-

.

such as Bangladesh Pakistan, India, and Nigeria, we find |ntegr

the fgrming tasks. Structured, formal schooling comes lin direct

conflict with this traditibnal pattern of life. |In a technological
. .

107 . -

-

blllty is désirablé -especially in-the rural sector. In dual~eco§imies»
ed

or Joért farm families where all members of the family c0ntr|bute to

)
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'dlffer frdﬁ’Bne part of the country to another. .Non-formal programs

100
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society, 4lso, Jthe school introduces rlgldlty, as Reimgr argues that ' .

"'school has become the universal church of a techpological society,
incorporating and transm!ftlng its ideology and conferring socigl g J
status in proportion to it§‘acceptance by the pedple involved." 7

Present day formal educational programs tend to be highly
structured and rigid. As Bowman indicates: o K

The fixed factor approach 1n manpower planning is part of the

rigidifying view of school sgstems and certification that

blocks expérimentation and 1nn0vat10n in institutional arrange-

ments for human resource development and in efforts 'within o

existing agencies and imstitutions. Partly, this problem is ’ »
. associated, with the pre-occupation with schools -as the agen-
" cles for human resource development. But it is a matter also

of arrangaﬁéﬁ?-rfhat discourage creative endeavors in which

students ﬁg/jggéglty participate to ove{FOme obstacles and

solve problems . -

Non- formal educatignal programs tend to be heterogeneous and

to have a variety of sponsoring organuzatlons Fhis might imply‘a

lack of central direction and control typical of formal eaqcation and
a relat{onship to a large bureaucratic. organization such as the minis-
try of education. Non-formal educat?onél programs tend' to .be more
adaptable to educational innovation and thénge’ Non-formal educatlon
programs need not be unlform throughout the country. Conditions may

0 ety e,

should develop to meet speczflc needs in specific sityftions, and they

"should disappear onc2~the need is satisfied. These ograms :may be

. sQort or long in‘BErquctive depending on the -objectives. These char- \

acter#stics afford greater.opportunity for innovation and exper {menta-

‘tion than‘usually permitted in'formal schooling. Thus, the fnvestment

-in non-formal educat;onal programs may be seen in terms of greater

flexublllty in.and adaptablllty to the social and institutional frame- .

work--.ncreasung receptivity and adaptabjlity to change. This would

permit more appropriate response to the educational needs of emerglng

nations. Thus, non-formal educatlon can both* complemgnt and substi-

tute for formal education in human reséurce development.
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Evaluatlon Gap |

The ewaluatrdn gap arises hecause of the duff:culty in assessing

~ “,

“the indxvndual}s per.formance ,on the job. In a rapidly changing U.S.

society, for exaﬁplé the skill of the supervisors Becomes relatively

-

!

out-dateqd through tlme wbéﬁe s-the skills of: the superviied are rela-,
u

This "

in evaluat

tively up- to-d%te to-dateness' gap is tikely to result in

\serious weagnesses s. Experience garnered by senior .

supervisors is undoubtedly an asset for the enterprise, but .there is {

a heed for adeguate retraining or in-service training so that super-

4
visors can be effectﬁve Eli Ginzberg, a leading econgmist in the

*
_area_ of manpower deve{opment, expressed the probiem off accelerated

obsolescence of sknll

words: . - .

- o

in the technoldgical society in the following

. o
romotions in large oréanizé%zons depend primarily on'gears
of Service., A man.beccmes a vzce—preszdent or preszdent of a
large organzzatvon in his late forties or.early fifties. In

a wapidly advanczng scientific and technological society men

get close- to the top when tley are already obsolete.

At

: least'it 1s Lik

g that their knowledge of the science and

technologg -on gﬁcbﬁthe company's future deperds will be out-
\qf—date. Receng‘ at least one Iérge Amerzcan corggpatzon
has percezved this dagger, and has taken steps to rétrajn its
_senior tec, ?gzcal personnel who ‘hold meortant managerlal
poszt;ons._ .
: Thts evaluatzoh“gap may be even more comp]ex |n the LDCS
* because Foreign supervisory personnel know too&much of the skills of
) thenr highly techno]ognca} societies and too I:ttle of t harac-
Non formg? education

ternsttcs,of indigenous sKilds’ and experlence.

has an understandable appeal

forelgn skills - unto close{ synchronlzatzon

.
-7 ? -~
-

>

in modzfylng both the fndlgenous and

”

P’ »~

-~
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Ejectaﬁon Gap . - - . -

. an-focmal education cadn. reduce the expectatxon gap nn its

different"dimensions. ~Inpoor countries this gap'is reflected in migra-
ton from rural .to urban ‘aréas in search of joby, thch are frequently
not available Further, some labor markets are inunda ted wnth *educa=

_ted unemp]oyedk-ar "semi-educated unemployed " For example, the.

.
1
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Indian lnstitute of ApplieB\Nanpower Researeh has estimated that the *
. number of "'unemployed “educated'' persons in 1975-76 will abgut equal : -
thé total stock of %educate& persons in 1960- 6| 30 ’

5 -

Further, this situation is not reversnble. The '"educated'

acquire prejudices, tastes, and objections concerning manual work and
- .+ rural endeavors which effectively prevent them from participating in \\_’)

~ Coe
many sectors.of -the labor market.

Dissatisfaction occurs, too, in affluent ‘sectors because of
the number of available options. An’excess of oppertunity br options
is apparently as frustrating for the,rich section as its lack is

fg!strating to the poor.
- . 4
. - Non-formal education could help reduce this gap in two dif- ¢

ferent'ways in the riZ:\Shéxpoor societies. _In the rich community

non-formal educaticn can concéivably increase the adjustment of pgople

e

.

“*from one option to anotHET~thr0ugh systematic training and retraxning
. programé’ In the pogr communl\Wes, non-formal- edutation can aSSISt‘
|n acqunring a salable skill through the effective utillzation~of
fornal education or in 5ubst|tut|on forit. Fiextbility in the prOV|~
‘#5|on of one or two additional options can thus be provided. Such ¢

flexibﬁlity permits the |nd|v1dual within- some limits to ekercise T,

options according to his level of aspiratidns and performance ’ i B

. _ q A

9

- ca e . @ Policy Implications . ) "
71 Nop-formai ‘ cation can play a crutia[ role in the preceis-nf .
. . u; ‘total ‘human resource dévelopment. This implies the desirability of . )
: a consc«ous policy for the selection and |mp|ementat|on of the non- _
:?‘ . formal education programs. There are three choices: .. ‘\\ , "]
L . : -{a) Maintenance of the status quo by giv1n§ further emphasis )
f;;éﬁ; St - to formal scthTnng, _ \. TS . \\

- {b) Swatch;ng over to non-formal education ir total disre-
* © gard—to formal schooling; .

- {c) Combining (a) anrd (b) hopefﬂdiy :n some sort of Optanai
ratio elected on the basis of cost-benefit (or some f
other) analysis.

. The first two are extreme alternatives, and -both are likely to -
\
produce the same result in maintaining elite control jn the society.*
b

o ' > . ,
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. autonobiie rechanics can bé trained in a vocationat training school or

formal,schools; j}e dropout rate.can be minimiied either by increasing
o

whether fotmal schooling

The rlich are most able to bpuy seducation,

exists or not. ‘Mt is generally found that the.son of a doctor,

teacher or manager, has more chaﬁ;e of participating id higher education
and later achieving a high social position than ghe son o?ka peasant |

worker. ''Often thiz phenomenon--whose exisgence no one can dispute-- .
is given too little or no weight. Howevér,

fully

it js only by becoming
it wi1| :

ﬂéah

oming‘as~<5pen51ve fad" in .

ade in hugher

cquainted with it, in its most inmost mechgnism, that
PR .

) 2

be possyible to cowbat it most effeekively."
S— N
u nvgrsal prisary education was

the LDCs, and*disproportiorately large investménis were

education avdilable only to the'hiddle and up hkgh ‘

work in the rural context desire to migrate to*ci

littie forﬁé! education, workers' unrest are
\Nhat

array of aptions wuth opportunities for the poor: to participate n&§§:

indicative of the failure of formal education. is needed is an

‘educatuon , . .

. +

. . . ) A »
But- choosing a combination of formal and non-formal gducathﬁ\q . it

N

isa crucial issue for the LDCs as well as for nndustriai states.

LI
~.
>

One can learn hdéw to read and write either\\n the home or in schools;

in a neighborhood garage; employed personqel may improve the quality

4 .
of service by receiving in-service graiﬁing within factories or in '
the holding power of the school whiéh invoives school reform~or by
|mpartnng effective and useful non-formal education to dropouts,
seif-awareness of the: illiterate ad poputlation can be devgloped ’ . .
through radis, television, or thrOu::Q?g?haJ night schools. Task : )
oriented education tan be a}ra;ggd ei;hei i&?échool" on the job, or N
elsewshere. - \, - '

Which way to go? .WQich poiicy'to i%piement? This is the
diledma of the Dlaﬁnérs, administrators, and leaders who are supposed

to know the needs and aspirations of the society. ® The willingness of .
\ ® .._ . '\ v\\.




the coﬁmunnty or its leaders to |mplement non-formal educatsonal pro-
grams can be measured **f%nately in terms of taxes a?d expendltures. .
In develop»ng“g?;ogﬂfor eJucatnonal prcgram e80cators
cannot $|mply rely on’ economjsts tools ef analysns jhty shall have.
to .take account of the socnoloﬁksts views of soatfety, anthropologists'
LT views of man and hus culture and political scientists' wiews of A
political |nst|tutnons‘|n a given society. Some varlables are quanti-
. ", ‘iffiable and some are not. ' No doubt some views wi}l bélunconStstent with
. others; values differ. The task is not easy, and the methodology yet -
developed.iill yfeld.no singte neat answer. But the hard fact finally
* remaiﬁs:( a single decision must be made for better or worse, by
someone. d Lastly, it is essential that advidors on educatnona] plan- *
ning recogn:ze that in many LDCs there is a tendency to bunld schools
. to placate poliitical constituents without taking into consideration
§§\\\manpowei’ needsi lt is a visible act associated with higher incomes

and near-univefs;l middle-class valueg, while non-formal educational

prograns may be invisible or at least much less visible. *Not only

T~ - in this.field do palitical conditions lead to misallocation of :

resources. e N > ¢

A :
1
.~ ! - Surmmary and Conclusion - ’ - ]
. We* have discussed nine '"gaps' which non- for\\$ education can N

d»rectly or indiirectly serve to anellorate These gaps are inter-

Ja related and in some tases even overlappimg, and they make clear the~
nature of the environment which non-formal education is supposed to
kodxfy With this general comment, let us summar ize the meaning of
th;'énfferent.gaps. (1) The job gap refers to misfit of education with

. job requirementd. (2) The effchencg gap refers to .the }ack of Prober
utilization of .resowces--human and financial. (3) The demand and
supply gap refers to the rising demagd.for education and the conse-

" quent low qualutx of educatlon (4)‘The popilation gap refers to

failure of format SChOO]an to cope wih the .growth of school-age

. population. {5) 7The yage gap refers to the higher wage rate offered

by the urban sector resulting in rural migration to citVes. "{(6) The .
i . .
|
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equztg gap |mpI;es that formal schooling does not offer educational,
dnly the privileged to to school and they partici-
(7) The
adaptabzlzty gap refers to the rigidity in the schools which makes it
(8) The

evaluation gap arises because of dnffnculty in assessiag |nd|vndual

opportunity to all

pate Ionger as costs |nCrease with the level of educatian.
difficult for them to respond to social and economic needs.

performance on the job since workers ski'lls are likely to outrun

Supervnsors skills., (8) The .expéctation gap is reflected in migra-

t|on from rural to urban areas. and the pursuit of education in search

.of jobs which are £requently not avajlable.

N * Planning of the non-formal educat:on sector cd offer more

than‘aa,alterna;lve 'Non-formal educatlon, because of its diversity,

‘is 3 dynami

factor in human*resource HeVelopmena. Formal sehooling

. cannbt, .perhaps,
o - ! o - o .
sis on maintenance of t tatus-quo, tacitly supporting elite control
. . N
) int society. . «

goduce tth-d?namic element. because of its empha-

.

! - Successful non-formal 3ducat|ona1 plan |nplementat|on greatly

depends on the quality, reallsn and practucabllxty of the plan

itself. Even the most well cOnceived and soundly based plan may ‘not

attain 1ts ebjectives |f there are substantnal lags in the arrange*
A Vsotid" @Wan stay be.

‘s

o ments established for thewf rmp%ementatnon.
\\\\t(ained and experienced group, but its 2

)evolved by .a small, well
AN
» umplementatlon may xhvolve the active part»cxpatuon of the who]e

administrative sttucture,. the prluate sector, and. other soc:al and

.;‘:

economic’ institutions. This is another case whefe _theoretltally

’ : good'* fails to be equivaTent to Ppractical realtty.' ’ . .
..§ Lastly, {n a highly structyred sotiery such as\the U.S., it ‘
is difficult to sell the non-formal eduéational output partly because
. . of anr:sty, partly because of uncertalnty, and'partly hegagie of a_
certuf:cate oriented value system which has Jbng since gaxned cur-
’ rency. The situation fs d'fferent.ln the case of less developed‘
50untr|es uhere'ip find economic and social dualism. Its peasant .
sectdr rS'Eisentnally based on an agrarian subsistence econony pro-

\ .
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feeling that it is relatively easy to sell the non- forma! educational
-output in such a sector espec:al]y because there is little or no -
* formal schooling system in th|§ sector. On the other hand, in the‘
more oﬁganized industrial and_modernized sector of the']ess devetoped i
country, we find a relati;e19 developed formal schooling system similar
to that of the'Western countrijes. Thns is at once ar advantage and '
disadvantage. to the introduction of non- formal education ‘into the
system. . It is an advantage because the failure of formal schooling
has challenged the feundations of the system in most of the less
devefoped c0untf|es ‘in Asia and (atnn Amerrca This "is algd a disad- 4
vantage because the tendency to amltate.ln the LDCs is stnong, and
they have tended to think of educatlon only in terms of what:
dispensed by the formal sdhgols, and this has been lnten5|f|ed by the
role of the foreign advusors who aretunn most cases, :mposnng on the
governments, thenr prec0nce|ved not'iohs. Thns makes the whole thing
cpﬁp]ex 8ut the so-called *crisis' |n~dbntemporary education with

-its many cruera] i{ssues has. afréady qlven-a stimulus to serious

inquiry. Herern lies the hope\iii\iinwformar education. . .
" .. ’ t-

N - a "
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Px Qy Px Px Qy
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—_ . CHAPTER 111

. - ) ) INVESTMENT CRITERJA IN NON-FORMAL EDUCAT(ON '
- ' K o4

Introduction

Investment in Human Capltal ,
. Its Nature : ¢

Capital is frequently defined as ”produced means of production*

-
-

in an effort to d|st|ngu15h it (1) from non- reproduced and non-
+ reproducible factors such as land and (2) from produced godds -to. be
. ‘autilized entirely‘fbr consumption. Conceptually, there is little
N problem ln this, byt there arge se;ere problems in utl7|21ng opera- o .

tlonally so simple a defnnltlon. CIass:cal, traditional economlsts ‘

- ®

vnewed people as one ofcthe three factors of prodyction--land, Iabor ,
capital--and thezr consumption as the end purpose of economijc actlvuty.
Thus, labor was consndered separately from capital although very -

-

early it was .discerned that ]aboﬂﬁought not be treated ana]ytlcally as

‘.

‘a homogeneous, factor and‘little attention was given unti] recently _ ,
to the ecohomics of expendlture on the. improvement of Ubono sapiens' -
as a capital expendzture. The prevailing trad:tlon the difficulty .

" of isolating lnvestment from consumption, ‘ahd the moral 1mplnca§|ons ﬁ;‘
of viewing human beings as capital duscouraged cpmplete acceptance of !
the human capita]‘concept.] Economists conéideré&'hen as the ends of .
economlc act:thy, not--except in the case of s}avery--as capltal .
goods a form of wealth augmentable by’ investment. A few classucal ' .

. economists such as W. Petty, Malthus, Adam Smith, Marshall, and -~ e

Fisher emphaSIZed the need. for nnvestment in hum;h capital by noting., . .
that e ) : . -,

(l) there were costs assoliated wnth the develppment and
formation of human capital ?largely educatzon), (2) the out-
.put of skilled human resources added 1ncrementally to the 5

national product, and (3) expendztur s on human resources ¥ S .
p . which increased’ the naC1ona1 productthso 1nc5aased the _.A’ . .
, national wealth. S . .
110
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Only receatly, in the early 19605 economists such as Schultz ?\\
end others have redlscovered the Tmportance of human resources and
have pointed the way toward -incorporating investments in education into
the mainstream of economic-analysis. Thus, current interest‘in the

economics of investment in education ''. . . reflects the general con-

. -~ . . . . . .
cerns of economists and educators: The economic efficiency implications

'of rapidly growing expenditures in the education industry and the

relation of human capital to economic growth and development‘.”3 There

~ L)
seems to be a consensus among economists or the need for human resource
N ¢ .

.

development. . " . '

-

Broadly speaklng, human resource development |s‘the process of
jECfea5|ng knowledge and the critical skills of all the people in a
society. In socio economic terms, it is the accumulation of human
capital for 5ocnal .and economic advanceméni- Human resources are
developed by formal education, through systemati¢c non-formal tra|n|ng
programs in employing institutions or training..,on the job, |n adult
education programs, and through membership in various political,
social, cultural and religious groups, or within the family, as well
as by the process of self- development. How .can we estimate'the
volume and magnltude of human investment? Schultzb ma|nta|ned that
""the practlce followed id connection with physncal capltal goods is
to estimate the magnltude of capital formatlon by expendltures_made
to produce the capital goods.ﬁ ~This practlge would suffice also for
the formation of human capital. However, for human capjtal there is an
additional problem that is less pressing for physical,capital goods : ‘
how to distinguish between expenditures for consumption andvfor
investment. This distinction bristles with bqth conoeptual and ‘
practical difficulties. We can'think of three classes of expenditufes:

expenditures that satisfy consumer preferences and in no way enhance

" the capabnlltles under discussion {these represent pure consumption),

expenditures that ehhance capabllltles and do not satlsfy any prefer-
ences underlying consumption (these represent pure investment)’, and
expendltuhes’that have' both effects. Most relevant activities - -

cKearly are in the third class, partgy consumption and partly
’ i

(o™
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' investment Thus, the task of jdentifying each component is (ormldab!e, . -
* and the measurement of capital formation by expenditures is-less useful
for human investment than for investment in.physical goeds. In prin- - '
: )

ciple, there is an alternative method for estimating human investment;
- namely, by its'yield rather than by its cost. While any capability
produced by human investment becomes a part of the human agent and
hence cannot be sold, it is nevertheless ''in tOuCh Wwith the market
' place' by affecting the wages and salariei;the human agent can earn. '
- The resulting increase .in earnlngs is the yield on the investment.
The dnfflculty of separatang bﬁvestment from consumption
expendlture exlsté both in formal- and hot~{ormat education. Phe® " - .
P outputs of both are |ntang|ble in nature-but there is a significant
,*<ﬂ|fference between ifivestment An formal and non-formal education whick
tends to make the conceptual problem a'bit easuer for the Iatter
. Formal schoolnng.generaIJy involves a long gestation pernod,and fur-
thermore is general in hature rather than a job or task specific. '
. Non-formal education on the other hand frequently produces an output
to be us ‘nmmed:ate]y and in a specifiic task This makes the identi- :

f:catlont'é%"analySIS much easzer

Investment Criteria e

"lnvestment" criteria in education are important because pro

' .2

gram evaluation is a principal component of the economics of .education,

formal or non formal. It is an aspect of education not properly *

appreciated |n the LDCs. . ~ : e .
. Public expenditures in education--formal and on-formal--Vary
between countries -ffom as Li{tle as 2 percent. of GNP t as much as
6 pefcest. But this is pot of, immediate concern. The issue fo be
Lo . examined here is not "the jshortage of resourées but rather that of their 4
management. A prlme example of this is performance of :nvestment in

education in, for example, 8ang|adesh Paknstaqv and Thanland which

* creates'b paradoxical shortage-surplus’ problem.i There is a shortage .
e ~of labor With “critical® sknlls but a surplus of! persons highly
trained for whom no posnt|q|§ exust l
- . Y \

. \. . * ) N “ ’ -t t
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The fundagmental problem is'not the lack of resources but rather

their proper allocation and management. Basically, this involves«

evaluatiog--estimatiorf of the desirability of utilizing specified

amounts of

however difficult; of various inveztfeﬂtrggiteria (e.g., cost-benefit

analysis). ' . ) :

But ''the manpower -approach is frequently utilized as a practical

5

substitute for the more intellectually respectable returns approach.'
It is tirue that through apincation of this approach, it may be

possible to determine with much precision the non formal educational.
3
need of the different sectors of the économy~e(;h as agrlculturé This

gaven target of agricultural gfowth, the manpower need of the sector
such as extensnon agents, agronomists, etc. , may be determined. But

. we canpot avoid the problem.of costs and benefits estnmatnons Thus,
Professor Hunter comments* ' : .

The target for* an expanszon of agriculture (or manufacturing)
implies a decision about przorztzes and allocatzon and measure-

- ment'of various expected results agalnst national goals. The

development of certain targets for agrzculture, for 1ndustr1es,

\\ for public ‘transportation implies some analgszs of expectea*‘ .

costs and expected returns. This may be.done explzcztlg w;&h

careﬁu} attentnon to costs and expected returns or it may be

done "hooefully ,

The'manpower approach.at 'best giwes the .impression of précision

. and produces exact numbers, and it appears to take a direct
routé to responding to the appropriate questions. But it
"really can not avoid the comparison of costs and returns.6

\

It is now evident the proper application of investment cri- =~ -
teria in education is of supreme |mportance because education as a

sector of the economy has to compete for funds with other sectors of |

the economy. . .- . - o
The objectives of this chapter are? . L
(a) tof provide a conceptual basis for cost-benefit components
: . afd Cost-effectiveness analysis as applied to non-formal
ucdtion;
. (b) Fo examine various, investment criteria as applied to
education; - ‘ '
. ’ ‘ ‘
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eSources in given programs whether they be formal or non- _,

formal programs. This involves the aprec}ation and proper'apolication,
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e . (o) to/fonsYder the suitability of the |nvestment criteria -
~ f/th particular reference to LDCs.
. ¢ ‘Conceptual Problems-of Cost Es'timation -
« The conceptual and methodologlcal issues |nvolved are several
. and divisible as follows: : ' f5': )
; ' L (a) opportunity costs, "" S . - - RS ‘
) T _ (b) fixed, variable, and narginal costs, ‘, ?Q' :‘
- | _ “(¢) external costs, cooe T c. z T 3
;f, ' (d) shadow prltes, arfd o ;: SR ":ﬁ‘ < ]
(e) joint costs ' i?gi*?i.*"'-if - ' .
o ‘ S o . )
- . Oppoftunity Costs - - # : ) ;
. ' : Co§t§ were, viewed h‘ﬁtor|cally by the classncal ec0nom|sts7 ‘ NV
’ as “real“ costs or production in terms of producers efforts& Sacri- | D
e - fnces, or dlsutllltles '"Real" cost’s were untelated to cansumer . . ,.-3 . N
. preferences or tastes. Onp the other hand “the neo-classncg Austrians - 08

essentlally der;ved from market demand nndependent
Tost, experuenced by the producerz Thls is. an i

. -
- i e

n- e d . J

the factor prlces rch, ln turn depend’upon whatever it is they can

. earn in the t|v1t|es in Wthh they partxcnpate Thus,

Aostriansstv ts as real costs of forgone resources rather han
merely “mbney" or "funds" being used Ec0nom|sts speak of” th|s as -the.” . )
. . social opportunltg.costs of a re&ource wn a particular use whnch is ' .
. equal to what the resource could earn e]sewhere or the maximum value . e
- . of its ‘contribution forgone by usnng |t in a particular manner . The
' cost of an educational program ¢an he‘pfuh]y be consudered‘from this
viewpoint. . ‘ . - o
An ekample may nakezélear the distigction between dnone9'\§
~costs and ""opportunity" costs. Suppose several |ntellectuals are

- emp‘oyed at $2,000 per. year ﬂ% teach |n a foreman trannnng class. If . . "

R
v
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there is a surplus of teachers at this rate, those in excess would

otherwise be. unemployed or work as common laborers-at $400-. The money

cost of their empioyment is $2,000, but the opportunitv cost ﬁQ

only the value of what they otherwise would have earned*(produced)

i,e., 5400 Thus opportunity costs may be |nterpreted in te(ms of *

. what a worker would produce élsewhere (i.e , his marginal product)

or in terms of what he could earn el§ewhere.

Khatkhate9 points out that when opportunity cdst is defined

wnth reference to marglnal productivity, the principle requires full

employment of resources which, in its turn,. implties utilization of all

. <
alternative sources of resources. But when interpreted in terms of o

alternative earnings, ‘''the principle of 6pportunity cost'becqmes

applicable to situations of unemployment, under-employment, and

disguised unemployment- and at apy level of marginal produetivity.”

The alternative earnings of labor are deterdined by "alternative

compensation'' and 'alternative consumption' fr the viewpoint of .

employer and society, respectively. Interpreted thus the social

opportunity costs-would be zero if the newly employed workef was

wflliné to wotk at his previous levet of consumption whereas alterha-

tive compensafg;n of labor .is always positive if the-worker is even

‘hypothetically employable. ihls resultant dlvergence may have under-

\
estimated the need for labor intensive technnques in LDCs.

1t is extremely important to understand the |mp|ncat|ons of

‘opportunity costs (i.e., benef:ts forgone and vice versa), but

. this is not simple since there are areas in cost analysis which involve

-

more than just straughtforward cost accounting. Stromsdorfer]0 iden- .

tifies two particular problems (capi

1 cost.and jaint-costs) for

‘

Which major problems of meaSurement exist. .

Capital costs cause problems because they are incurred at ,one

point in‘time but thenr servnces are UIl]lZed through a long period--

several accounting periods.. The “value' of these services to be

i, -
" imparted as costs in each accounting period is the issue of capital

costs, and Stromsdorfer identifies four means of valuing the capltal

4
stock, especially the physucal plant and buildings assuming they

% .
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existed prior to the begunnang of the program beung costed: (1) if
there is no alzernatsue use, there ss no social oppor:unsty cost,

(2) historical costs may be useg, (3) replacement cost may be used,

and (4) some current assessed valhatiop may be used., Once.a particular

. valuatien is selected, then the capital cost fo? the accounting period

is determined by some one of several ''depreciation' techniques which
tries ro estimate and take into agcount the portion of the assets

hysed up'’ in the period. Different methods of asset valuation are

used depending on the.purposes'for which’data are sought; the law, *

. .standard accounting. techniques, and personal biases similarly determine

different,depreciation iechniques which are employed. Both procedures
. are ultimately arbitrary'and burden the ultimate cost figures with
thefr arbitrariness.
Joint costs arise- when a specific facifity contributees to the
. production of two or more outputs; even in some cases the same output .
in different time periods. A building may serve one group in the '
motning {primary school)., a secondary school in the afternoon, and
" five different non-formal education groups in the evening. How does
. one allocate or impute the known total cost to each of'the seven pro-
< -grams?_ . This is no new problem, either, nor is it unique to edugation.

Its solution agasn involves an arbutrary element, but this cannot be

avo:ded since ult:mately costung" must be done if conpet:t:ve pro-

grags are to be evaluated in terms.of these costs and returns.

Stromsdorfer summarizes.as follows: .

Even 1f the true economic value of the capital resources in

user has been measured, the problem stil] remains as to the ' .

reasurement of the rate at which ‘the gz?en capital .Sstock is ’

used up giger the course "af the investment process whem more

than one cohort of subjects employs the capital stock. Two

courses of actaon have been suggested for use. One is to

attempt to measure an’ imputed rent to the capital stock by’ -

makieg andlogies with respect to what amount of rent (i.e., .

_return on the capital investment) the capital item would

yzeld 1f it were being employed i1n its next best alternative
. . use. But such a technique is subject to & great deal of-

arbxtraz;neqc and - uncertaanty. .

0
In order to get a “measure of the rental opportuslaty cost at C
r 1S mecessary to go to the market ,place and attempt to ca
Q R ¢

gg:éé;‘. | : jLéZél : . . ¢ :

’ . . - v
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1dentify capital resources which represent alternatives to the ~
resources employed.. This will allow one to determine the
value of foreéone alternatiwes. But, again, any 1imputed rent
based on market observations will most l:kely oVverstate the
value of the committed capital, since 1t 1S unlikely that the
capital on which the rent rmputation is based will be a per-
~ fect substitute for the educatlona7 capital in question. Thus, !
a great deal of judgment 15 1nvolved :n adjusting the.observed
market prices so tnat they more tlosely reflect the true oppor—
tunity costs. . - .

- -
" An alternat:ve teehnxque for estimat:ng the rate of capital.use
i:es :n employing the “capital recovery factor." The applica=-, o
tion of this technigue automatically accounts for rent. .

. .
The major problem with the capital recovery factor 1s that zt )

only states the level annual return (rent) heed to recoup
the principal and soc:al opportunity cost, that 1is’, interest, '
sg:ven the life of the cap:tal :n gquestion. The actual amount . .
of caﬁitag used up in any given year could be the same, rore,
or less then this amount. . -

In conclus:on, however, 1t must be noted that phgszcel capital .
costs are usually low relative to all other opportunity costs.
Thus, the relative error or bias which can result from the use

" of an 1pappropriate measurement technigue ﬁag often not be

s laggs. . ,
. . . >
The question of cost measurement can be further compiikated by
noting' the théoretical need to incorporate.leisure in calculations of
\‘ .

costs. Earnings forgone are a part of the cost of education, but so .
. rd

also is Teisure forgone. HOW: ifay att, can leisure be valued? _ - -
“"One way to pay for education %ay be to take less leisure than woutid

have been taken had the indiyidual taken a job‘not'involving educa-_ .
t:ion."]2 However qutified\may be the incorporation of such costs, ) R

practicality makes this nearly impossible.

* ..

There are good reasons to dlStlngulSh between fvxedi var:able,
and marginal costs of a prpgrgam.‘.3 The flxed costs are thbse costs . F 4
whose magnitude does not var; with the level of output, at least Within
some reasonable range. For example, the rent of an aduit educat|0n
center w0u!d iukely be constant whether the center is runnlng at half
or full capacrty. Variable costs are the SJ%S of the amounts spent

for those inputs which do vary with output. 'The cost of chalk used, . .

co
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for exapple, would be directly related to the amount of‘tea ing done .
2

{31though not necessarily to the numbef of studgnts). {f there is

zero 0ufpyt,-nq units of the variable inputs need be employed (e.g.,

use of TV time) ™ Summing variable/costs and fixed costs provides .
v 1

total cost. As shown in Figure 7, Tc;and TVC are parallel graphically,

in the sense that the slopes of the curves are the same at every

output point. At each point, the two<curves are separated by a vertichl

& o . . %
distance of $100, the fixed cost of the program:

Richard Judy notes the following:

3 »
If we accept thespportunity cost concept, we' become solely
2nterested 1in Ccosts that are avoidable. If, there -are fixed
costs that must be incurred irresggctivé;of which alternative
:s selected, those fixed costs have no place in our cost-
benefit comparisons of alternatives. This is true even if
our pudgeting must ‘provide for total ancluding £z

* Closely related ‘to- the idea of avoidable costs J DAl T

' incremental (or marginal) costs. If we are costing an expd
sion or contraction of an existing program, it is impoxtant
not blithely to assume eguality of average unit costs (AUC)
and’ incremental costs (IC). For various reasons (e.g. .
economies of scale, fixed féci}itiés,in the short run), there
may be considerable difference between AUC and IG, .

Mg limited obsgrvations of cost-benefit an®lyses.in the field
of manpower retraining and vocational education lead me to
v conclude that Incremehtal costs are not measured. I know

that the better known studies of costs in higher education A
concentrate their attention only on total and average costs.

- The implicit assumption of these studies seems to be that '
costs are a linear and homogeneous function of the number of

. students educated. The results o£ our own studies are not
consistent with this assumption.l *

‘It seems that Professor Judy is working under the impfitit
assumptfon of equal fixed costs for alternative programs. If this is

not correct’, then fixed costs have {0 be taken into copsideration in-

cost;beanit comparison; of alterng¢ives: e
Careful analysts are,.however, aware of the existence of
"spill over costsz-somet imes referred to as "extfrnal costs" arisihg
out of the pheuomed%n of "ex.ternality."'5 This situation arises when
the implemen;atfon ;f a program‘results'iﬁ costs associated with the
program but not borne by jt. The inauburation‘of.a npn-formél

N .

. .

. ] .
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‘mechanic's training center in a small community might so increase the

demand for potential teagheré\that their wages would rise toNinciude

-

wages of those teaching in the formal vocatuonal high school, In :
‘4\ ‘this case, the cost of the non-fdrmal program is appropriately not \ '
only the sum of its unput costs, but also the increased costs of N
G ™.

' previous unstructxon in the formai program. External costs vary N
‘greatly in importance and difficulty of estimation. It is important _\\\\\
te’ be alert to their ex:stence and to estimate themﬂwhen they seé&m
lnkely to be significant. . . y .

Shadow Prices ,

- } A klear distfnction between market and shadow prices is neces-
sary, for proper _estimation of costs ofgnon-formal educaticnal programs.
Harketvpr:ces occur when a free exchange .of a good or service estab-
lishes a price. ’ These prices are explicit, but under some circumstances
these explicit market prices may not adequately best serve the purposes
at home, and “shadow prices''-are used instedd. ‘6 i |ﬂperfect market:,'
whe:e thkre are constrarnts on resource use, maYket prices may not
accurately convey information concerning substltutnon possibilities.

for exampie that teachers are highly unionized, that they ) o

bargain fcollectively, anfi that they réstrict entry into the profession. = . . :
The mafket pr:ce might be io ,080 monetary units per month, .but some
. N portion of thus represents the retqrn from ,the exercy!b of monopoly .
. \> power rather than the value of resources forgone in other uses. Thus,
. **  a shadow price might appropriately be used by a governrent or imple-

- ment.ihg agency seeking to achiéve economic efficiency. Thus,, "'shadow
pryCes" are those prices substltuted for market prices when there is .
good reason to think the substitute more adequately represents the . o

. Y'cost" than th market's evaluation. They mre frequently used, too, ‘
when "artnfccual" exchange tatios obtaln. Suppose, for example, that : e
televvsion sets are to be nnported from abroad .for a non-formal edu-
cational pro;ect :n Bangladesh At the official rate of exchange they
are valued at 1 SOD rupees each (SZOD U.S. x 7.5 rupees, the 1973
off;cnal’exchange rate). Now if a dol'ar in fact is worth 12 rupees,

. " — . -
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then each televns:on set at the more reallstlc exchange rate is 2, hOO

IJ .

rupees each {$200 U.5. x 12 rupees) Cost‘ng the prog.am might very
well substntute the “'shadow'' price of 2, hﬁh rupees per set for the
”actual” prlce paid if the cost to society ns “what is be:ng examined.
According to HcKean shadow prices may be derived through:
(a) programnlng technlques which hnghlnght approprnate
substntutnons,

AN
(b) the prices of similar goods-within internal and inter-
) national markets,

L4

©d
{c) the prices uséd by qther governments for similar
qoods; and °

(d) adjusting market prices to allow considerations which
are not reflected in market prices.

; The fact is that any set of prices used for the purpose of
benefit cost analysis willﬁpe imperfect. What is most important is

to ask which set of pricaa ‘is bast and most "easily obtaingd. Market'
prices have the great advantages'of existing and being oHjective.

Shadow prices by theirAvery nature are subjective and arbitrary.‘ It

is clear that their use should be restricted to cases in which narket .
pruces are clearly inappropriate and in thCh the direction and magnl-

tude of the ''connection'' is known.
L]

o. —— -

-

i @? .
. ) . . . . . A~
Joint Costs _..~ . . >, -

g i - -« & - . -
The existencé of‘jognt costs immensely complicates cost esti-

mations since joint costs involve two or more objectives being

1nseparately served by'the same process. A set of fearning materials,

for example, might serve-for vocational high schools, teaching training,

L

and non-formal todl maker programs. How does one. allocate the total
costs of the preparation of the materials among the three separaté

programs? There are devices of vary}ng degrees of arbitrariness and

sophlstucatxon for making such.a?iocat:ons. But, |

-~

estimations invotving arbntrary a%locatuons, frequently leavvng much

to be desared with respect to accuracy.

.

This sums up to the fact’ that it is hardly poss\ble to estimate

costs of any ,non- formal educatvonal program with certaxnty. The

3 e

. -~
.

n the end, they are - °

.
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existence of non-predictable amd non-controllable variables mdfkes the’

cost estimations complex. Some sets of probiems would be alleviated

if only we had probability estimates for the variables.
We turn nNow to benefit estnmatlon, a concept more difficult to

deal with in theoretncal and empirical terms than are costs.

» ’
.

Conceptual Problems of Benefit Estimation

. Benefits of a program’ depend ultimately on its success in
m!!!ing its objectives. Measuring those benefits depends, in turn, on
a clear statement of_objectives in,quaﬁtifiaﬁle terms and a means of
. valuing those outputs. The problem is the same conceptually for either

formal or non- fornal educatvonal prograns, but the former hayve ashort-

’ hand standard in-terms of “years of schooltng" which frequently permits .

the avoidance of defining objectives and measuring successes. ObJec-
tives may be cast, for exanple by national c6ﬂst|tut|ons in terms
of "sixX"years of frée schqolnng for each chn]d“ ‘which has meaning
only if the contént of each year is defined There is a general under-
standPng that a day is X fhours of 1nstruct:on (each of which is assumed
to accompl ish sonetnsng) and thét y days const:tute a school year. It
is clear that this use of the short-hand "measure'! really is a device
to avoid measuring outputtat all since it depends solely on the-.
equmeration of the input to be altered by the productive process.
. : Non-formal education is so varied in format and deliyere& in
such a non-standard package that no short-hand definition of objectives
is possible. Objectives can be considered on two levels. The first
involves coﬁceptualization and would involve specific statements about
what is expected to occur to the person subJected to the training. ..
it might be designed to convert mechanics voto master mechanics (the
two being distinguished 'somehow) or to make foremen of line tabor or
[ e] lmprove the capac:ty of the chicken growef by 20 percent It is
possible to imagine, at least, that values mught be put on these accom-

plished objectives in one way or another. The socia Fjectives

sdught are much more difficult to handle since the usually incorporate

one or more of the following:

S )
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1. greater allocative efficiency seeknng an efficient edu-
cational and manpower program in terms of training,

-mobility, placemen¥; thereby reducing the job gap

. . between employm fit and education; , A
! 5 2. enhanted economic stability and lessened unemployment,
Lthereby reducing social tension and population gap;
. 3. improved distributional equity so as to provide equal
educational opportunity, to shift the distribution or
s income in faver of the disadvantaged, thereby [edUC|ng
equity gap.

Benefits from edueational investment are SQ\natuFe intangible
+ and take on different values depending on the point of view--that of -
the employing institution, the laborer, government, or society. _Tﬁe
root of the problem arises out of a clash of interests which are
fundamen&a# and" opposed
Even if these sets of problems to costs and benefits can be
K solved and reasonable estimates of ‘each can be made, additiongl
problems confront the decision-maker (although he has surely ﬁade
'great p}ogregs). These problems arise from the selection of the best
;uie of limited'resources among several alternativee.. In order to get
= ' aéaihis matter .of choice, the following are needed: )
) i. specificatioﬁ of objectiveska; far as possible, -
. 2. determination of the constraints--financial, legal,
- and administrative, . . - -

-~ )

3. elaboration of feasible alternatives,

. 4. measurement of costs and benefits of feas:ble.
? . ¢ alternatlves, and . R AN
- 5 appllcatlon of |nvestment or allocatJNe crlterna for -
' final selection of projects. . %
. LN ~ . -~ . .
T 5 Basic lnvestment Critéria } -

rd

Some basic criteria are explored below as guides in decision.

-
- [

making in educational projects:‘; , .
18- e L
Present Value Approach . .
)-
Accordlng to present value or the dlsc0unted value approach :

.’

thase non- ~farma educatuona] projects should receive allocation when their

19

.
.

v ] . P
present value'of benefits exceeds the present value of costs.

. , .- ) )
Q \ tet N . J- j- : N
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The conceptual difficulty here is that most costs are incurred . ’_m
in the present and most benefits are received in f{ow thréugh the ) ; ‘
future. Costs are relatively simple to_handle--outla;s plus all o . .
anticipaf?d interest payments (discounted). 'Present value'" attempts

to give a simple figure comparable to present cost. Imagine an ;sset':
(project) which will produce a stream of values over the next twenty
years--say, to keep mattars s:mple, $|00 000 per year each year; The

present value of $1003000.now is JUSt that; the $T0D0,000 to be earned

next year is $100,000 - $7,000 = 593,00Q, if {he rate of interest is

-

7 percent. The $100,000 to be earned in year 2 is p;esentlf worth L
SSB,OOd - $6,510 = $86,490, etc. Summing «these values fgr as many
years as there are involved gives the desired datum;~ present value.
Its present value is greater than present ¢osts; it séou]d be clear
that the investment is warranted--at feast--in the sense that its.
. benefits exceed costs, but this does not necessarily qualify vis-a-vis .
other positive return projects. .
* ' In this simple example «costs (othér than |nterest) are all
- consudered as ‘present .and known. In educational projects, a high v U
proportion of costs arg variable and are Ihps incurreq over time. .
This means that they, too, must be estimated and discoﬁnted
- Returns in the real world are not given as in our exanple but - :
’ nust be est;mated as dnscussed above which makes the-process much more .
complex than a srmpleuartthmettc example suggests. The stream‘of
v returns through time from educational investmepts is Hi%ficult to
estimate--and that from non-formal education particularly so. We
. can, howeéver, éonceive of an important distinction between formal_
. and non4forma] educational projects so far as the stream 6f returns .
is concerned. In the case of formai schooling, the stream is negative
s during the years of schooling as a result of forgone income and teénds
B ‘to be positive durzng the period of earnzng. But in many si%uatién;

non-formal education (e g., learning by dozng and lookzng) involves no

! marginal costs,® so that tbe stream "is pos.ztzve durmg the gears of

learning. . . : . .
- . . . LI . - . _-

This car® be graphically demonstrated as shown in Figure 8..
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Benefit-Cost Ratio . ' | : ) .

The benefit-cost ratio criterion is closely assocf‘ited with ' :
). ] , .
the present value approach. According to this approach, all non-
formal projects are fundable pwhere the ratio of the present value of

benefuts to the present value of costs exceeds un:ty 20 - Prgfessolr ol

negat; e cost-benefit raﬁ\e for training classes of short, mediu !
long duration, respectivel\y.z‘l Theoretically, there is no brobl
accepting positive and zero cost-benefit ratios. Essentially-this
means, with positive costs |n the denomlnator that “the benefits are
zero and for a negative ratlo the nominator (benefits) is negative.
Stromsd’orfer22 finds it difficult to rationalize Hardin's report of
negative cost-benefit ratios/ for two reasons: Flrst a negatlve

benefrt.éost ratlgb\mplles reduction of the tralnee S marglnal produc-

tnvrty It is possnble that recurrent fa«lure to learn a Skl](/CO 1d
sernously reduce a subject's morale and that-his past skill could t N

]

even deternorate relatlve to a person not undergoing training. ’ R 2

This depreciation is‘a result of foregozng on-the-job experi- \{‘ . .
ence and is an opportunity cost of taking part in the 4 t
- retraining. The guestion becomes, at ‘this point, whether to ’ . }
call this depreczatzon a positive cost or a,pegative benefit.
Which course of action one takes is essentially arbitrary.
If, For instance, all other specified benefits (negative
costs) are zero and depreciation is posztzVe and defined as a : i
negative benefit (positivé cost), then the result will be a :
negative cost-benefit ratio. However, if one ‘chooses to ' : \
define this depreczatzon as a cost (negative benefit) and, if, \
for instance, all other benefits {negative costs) are zero, ' -
then the cost-denefit ratia will be zero. - N ] ¢

The euestlon becomes ei:Entlally an emp:rlcal one as to how
guickly do human SklllS depreciate. Another possible exp]anatlon for
the negative benefit-cost ratio is that the control group is nnappro-
priate in the sense that the utnllty weights a workman undergoing
retraining attaches to his wage rate are different from those
lmpl|c1tly or expljcitly assumed by the analyst. Stromsdorfer finally

concludes that Hardin's negative benefit-cost ratio results from

»»

-
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dnscount rate Eckstein recommends that in cost- beneflt studies the

L) ' % ’
e|ther “a mis-specified regress:on model, an inappropriate control- [

group, or both." ~ -

1Aternal Rate of Return .

-

v
The internal rate .of feturn is another approach of investment P

criteria within the framework of cost-benefit analysis. According to

.

this approach, all non-formal education projects or programs are

fundable where the internal rate of return exceeds the chosen rate of

discount. In the case of on- gonng projects, attempts should be made -
to maximize the tate of return. 2k ; Ut -
This approaeh alms at calculating the internal rate of return v

which is that rate which equates present value of benefits.and costs.
This d)scount rate can be compared to some rate of return which is .
to represent_the social opport&nity cost pf Public caditai._ In this ; -
connection the_distinction bétwéen_the private and social discount
rate are necessary for the pu;pose of effective*evaluation of the
public sector' S, investment alternaLIVes.‘ In a perfectly competltnve
capital market, there is no problem in the sense that there exnsts

only "one interest rate for all risk-free loans for any gnven

n25 ) '

maturity. But the imperfectidns of - capata] markets have given - \

.
rlse to .two further concepts of interest rates. (a) the socqal rate . -

of time preference and {(b) the _opportunity costs,of publuc capntal

The sccna] rates have,been derived from v

-~

. . theoretical models of economic growth and postulated >
functions for the marginal utility of consumption over time. i
If it usually inferred from this literature that the rate of -
social time préference is low; that is, that the_;danner s
Lnterest rate should be  low, glVlng -full .weight to the wel- .
fare of future generations and 0verr1d1ng the mgoplc deszres ) B

of present individuals.2 L ' N
On. the other. hand, the opportunnty cost for public capltal" - .
the discounted value of the flow of, returns fr0m the best use of !

puh!nc funds, implying that new lnvestment DFOJeCtS should have yields
equal to or . larger than this value. ° . :

N .

While discussing the issues involved in usnng an appropriate

*
- W
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discount rate should reflect the opportunity cost of public capital. .

His theoretical solutlon to the problem of the choice of interest rate «

-
-

for publnc |nvestment planning :s as follows: ‘-
Y- ) .
B ’ 1. Identify the actual opportunltles that are foregone and .

measure -the flow of returns that would have been earned in
C the alternatlve use,

~ ” ,

2. Apply the social rate of time preference to derivé the:

- S, o present value of:the returns foregone in the alternative
. . N ‘—_

use; ; . -
. . ) 3. Undertake only. thgse publlc 1nvestments whlch yield more
< a present,.value per dollar expenditure than the -foregohe

. alternatives. Thisi formuldtion, which I sketched inmy -~
o ‘book, Water Resource Developmens, translaFes into U.§.
government practice as'follows: '

« 1. Apply the soc1al tlme preference rate of 1nterest
in the valuation pf projects; but ) ' .
. . 2. Compute the benefitrcost rat1o'of the foregone oppor-
A N ' ' tunities in the private or public sector. If the .
< -7 ' interest rate is very low, if we assume the social
v . time preference to be very low, the benefit-cost raqu’

g . " of the foregone opportunrtles will be very high. .

,\- . f 3 Underteﬁe tbose publlc proJects which have a benefit-"*
o cost Tatio greater than_the benefit-cost ratio of the
_foregone opportunities. 7 . . v

Despltethesetheoretnca]andpractncal appllcat|0ns, ftndnng the °
: chosen rate of discount for non-formal education pro;ectsepresents a
AT ’ 7 serious dnffnculty when the non- monetary consumptiOn benefxts nd:
Mspill over” benefnts of non-formal educat|0n are taken under consifiera-

tlon Even in monetary terms, the chosen discount’ rate may not hold
I good over time either in a.technologlcal soclety or |n LDCs This
: problem is further compllcaged betause of the problem |nvo]ved in

cost and return estnmat|0n -But gnven cost -and return, the problem

~ ‘of flnd:ng the rate of dnscount becomes relatively easy K )
- Y '> !
. [N ) 1 ' ) :- » e ° . ' ’
. Break-Even ije . oo - . . - .
e In economlcs ve reach a break even pbnnt at the level of output

at which a_ firm's total revenue equals’ its total costs so that its

. economic profit is zero. Total cost, of course, lnclude§ normal

profit--that is, the earnings possible for these resources in

L Y .
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alternatnve uses. We can, however, introduce the element of time in
the measurement of monetary costs and benef:t Suppose we have arranoed
a retraining program for a group of unemp 1 oyed people.:‘When this
'group of trainees worked for twenty-four weeks, the trainee is expected
to repay the cost of the training--another kind of break-even point

for the investment'made. Thus by definition, the break-even time is-,
the time from which the accu?ulation of some of the net.values exceeds
unity (e.q., [x =yl 51, whereas’”x“.represents benefits and "y'" .. .
indicates costs). Put another'way, we should select those non-formal
eéducatfon projects where the break-even time is smaller than‘a"tihe s

1

't" fixed-in advance.  This |nvestﬁent eriterion enjoys official favor

in the Soviet Union and in the countries of Eastern Europe. o . ‘
Batemanz? employed the break-even anal is for evaluating the work- .
experience- component of the programs whi eek to increase the

employment and earnnng capaclty or potentnal of the -recipients of

-

public assistance whnch are transfer payments ﬁor which no repayment

or return is expected. He argue§ that Ihe‘§OGlaa and economic returns
related to an individual's participation in a \raining program may ber . ®
different: Since it is virthaily impoSsible to estimate. the factors

by which these twd benefies--social an |ndiv1dual--qf the program

should be ad}usted break-even analysis is applled the ratlo of the .

.t marginal _or Tacremental costs and the es snated presen; or discounted

values of the future earnings of addltl 1 partnclpants in the program

L 4
|nd|cates how much increase jn earnlngs would be necessary ‘for the :

»

>

program to breat eveh. ‘ . _ ,
in brief, we have exam} ép the Tour investment criteria which

can be applied to non-formal edu tion alsa. Turvey,30 however,

ndted that the corfectness of any hnvestment criterion can be disc0v-

ered onlv by examnn»ng its conslstency with the maximand or minimand.

In a command econony where the rate of growth of assets is fixed prnor

- to implementation ‘of the program the 1nternal rate of return approach

~

is perhaps ipprqprnate because time preference and soclal d|sc0unt €re

urrelevant. "But, the author favors the present value over the 1nternal

rate of retugn |n view of the Yact that the policy maker is not .

.
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geﬁerally indifferen® to the relative degreé'of futu;ity of cogts and
benefits. Despite the fact that the present value crlterlon is not
very appropriate for ‘the non-marketab1e type of investment concernnng
collective consumption decisions (e. g~, a non-formal education for
military purposes), it is thé preferred to internal rate of returf
for. another reason, too. The comparison of the incremental or simple
rate of neturn with any representative market interest rate may .be
nnsleadnng since that rate is very I|keby to change over “time; the
‘present value criterion does not necessarlly call for the cost and
discount rate. Ffurther, the case for;the present value criterion is
strengthened ii-apbudget constraint is introduced.%I {kvertheless, L
controversy d;es ex}s: over the most appropriate criterion to use in
decis{on making. A;‘Hight-be expected, the use of different criterion
yields different lists af fundable programs and rearranges the order
of priority for those which appear is two ot ‘more lists. This brings

us to the dliscussion of the problems of application.

Problem of Application of Investment Criteria

We have discussed the conceptual andgmethodologjcaf issues
concerning cost-benefit analysis in non-qumal education programs. -
Three types of problems emerge in the application of investment eri- *
teria ifn educazion: - - RS IR -

(a) the general problem,-

(b) the innerent problem, and N

{c) the ;pecific problem. _. - .
. ]

The General Problem ..

The general problem which arises ma:nly because of the lack
of profess:éﬁaj agreement on certain basic issues, IS essentnally a

problem of methodology. There is little consensus among economists-on

the following issde§:- . \\&h:e . e,
(a) appropriateness of interest rate dischdunthing,¥ong-

term pub{jc_investmgnt,

.

(b) length of observation peribd,




13} '

. - -

(c) appropriateness of control group, and

(d) defnnntlon of social cost and benefits (i .e.,.exter-
nalities).

But there seems to be a gen ral‘agreement-in principle as to
the desirability of. some kind of objextive analysis of investment in
education. Despite this agreement in grinciple, the prob]em arises
when a partjfuiar educational program is judged “de;irable“ by the
present.%afﬂz\:pproach and.another_analygt juéges the same program a¢

""undesirable' through the internal xa}é of return agé}oach. .

N

The finherent Problem ,

. The iaherent problem arises simply because education*is
essent:ally a social product As such the app]ucatnon of a cost-

av“
benefit approach to expenditure in educatnon raises a host of problems

of serious nature. The obJectlons to cost- benefnt ana]ys:s will be

analyzed under the following five headings: . .
" (a) income, L Tr. ‘e

(b) unemployment,.
‘ (c) market imperfections,
(d) uncertainty, and .

* (e) non-economic attributes.

1

Income.-- Income differentials are frequentl{ useJ to measure
the pr}vate benefits from educational programs--ide., Jifetime earning
profijes for those with certain training are tomp3dred to profiles of
‘those without that training. The differences'rn he two proflles are

summed, d:scounted, and the result taken ‘as the resezz value ‘of the
als. This

Y

particular program to the individual or set o? indivi
seems straightforward enough but further exan|:§t|on suggests .3

’

number of weaknesses:

1. Income differentials may be due only to inherent differ-
A ences -in the individuals* involved.” High income may be*
associated with hqrd. ark; and hard’workers may be those

Y\\rho seekAand‘get schoo]ing v h; -

2. This, at best, measures pruvate returns, . Social returns
\max/Sgaof much greater qn;erebe and :mportance. )

-
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3. Estimates of income erentials depend nearly always \
on measurement of 13t performance which may have .
.. little of nothing to do with the future, particularly - . E
in a dexelopment context. - ) .

The conundrum is vieweq in other terms as folldws: s

For example, a training program might be institut to convert
unskilled laborers into foremen by exposing'thém_to skills and '
procedures related to leadership and supervision. A testi g

. ram might differentiate between "failures” and "succeskes.”

The "sdxcesses" ‘then can be seen ?t‘graddation as one of the
1nputs wYth the added "increment" of exposure, practice,
experiente in leadersthh—supervisory skills and procedures.
What 1s this increment worth? To value it on, the basis of the

di1fference in wages between foremen and unskilled workers in

the plant becomes dangerously close to circular reasoning. -

Further, these wage differencgs depend on other factors such

as social connections, status value, etc. <There are additional

p}oblems associated wii estimating the value of this increment

because jt_cannot be @fssociated from its “holder"'as he . ’
utilized i through his lifetite. ‘

There is no clear way to solve this dilemma. There is a need

H
for adjustmeq} of income.streams for soc io-economic background and

ability. = ., ' . < :
Broadly speakzn;>\re§ression analysis is used to find what ] :
differences betweéen thg, average incomes of wage—-earnérs are due T
to educational variables, socio-econom{c variaples and job ,, . .
related variaples. The first group of ‘variables includes \
schooling and exéhination scores; the second, age, ibe, and
parents' litefacy and father's occupation? and th I hird, size .o T
and nature of the firm employing dNsage earner, his job level
and whether he hpfi réseived on-the-job training. The effect f
of abzli£§ defined as innate intelligence cannot be satisfac- .
torily assessed“from the survey data, but the effect of ability
as reflected in exanination scores can be traced by sepérately
analyzing data for persons with the same education_and socio-
economic background who achieve different scores.33

o~

Unemgloiéent.-;We héve already seen that in most LDCs there N
exfsg§ a éap betw;en.employmg t and_edhcation. While formal schooling .
is producing some unempioyme‘% in the mafket, it is also creating-job
opportunities for some educdted. Now subject to certain lfmitations,
the use o{ income differentials dye to additional Eraining.may be a

valid measure of benefit from the viewpoint of individuais, not from"

’

. ‘l‘igf - ' ‘ ' ’

the viewpoint of socigty. Oncé‘we make some kind of adjustment for
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total employment_it will d §tically reduce the rate of return even'
from ndn-formal’eahcation. U.S. experience has shown that everybody
is not empIOyeé immediately on having receivéd some kind of training
and retraining through various 'non-formal educational programs designed
for manpower déve]opment. N K

. (

-

Market imperfections.--Cost-benefit analysis assumes that

wages are a valud measure of pTodUCtIVItY But this is not a very
\¥%alustnc a55umptuon Even |f.me do not take into accoun{\unempIOy-

ment,in estimation, imperfection in the labor market may.resdlt‘un
differences between benefits a.laborer is receiving and.the contribu-

tion he is making. Public secth wages in such countries as India,

istan, and Bangladesh are higher than private sectdsr wages. Union’

-

itical pressure and. existence of minimum wages which réflect

3

L)
s in the market imply distortion of minimum wages. To

correct this distortion, we should estimate ‘'shadow wages" which would
’ N

prevafl Wn 2 purely comgetjtive and distortion-free labor market.

.But we have airesax‘§§§f:f§5;.the célculatipn of ''shadow'' prices
always is difficult. -

. y
s .- - B
- . . ., .
. -
<

b Uncertainty.--In a ﬁynami}:and changing econoﬁy,.the input-
% - T -
§a~?ut relationship is alwdys changing. So is the -rate of return to

investment inh man because technical conditions are cons{antly changing ¢

. to modify attractiveness of occupations. In the U.S., for example,

many old occupations disappeared due to the impactjof technology

There is no way to solve the problem other fHah Ywise ant:cnpat:on
which, :ncndentaf]y, is a great deal more than mechanical projection
of the future. One may argue that for formal ] oolingzﬁ—;his antici
patioﬁ is relatively eas§ compared to that for non-formal édhcation,
the magnitude of which is difficult to project due to the diversified

nature. . .

) . <L
Non-economic attri::zes.-ﬂEducatipn is a complex_social product.

't may be an i1nvestment gobd,35 raising productivity of labor, or a
2 2 . ‘
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consumer good,.providing personal satisfaction for both parents” and )
"children. 1t may be a political good, promoting nationaébiden{ity .
and forming an informed electorate. "It may be pure sogial ‘good in

p '!he sense of transformation of a rural society into an_egalitarian -

. . A . . .
: society. It may'be a8 socio-philosophical good to influence attitudes,

significance to many of these facets of non-formal education. Cost-
benefit analysis can, perhaps, measure the>direct ecpnomie return to
educationp investment. But quantificat'ion of the vatues--social,
indirect, political,”and other attributes--is almost impossible.
Education as a total social product presumably shOuld be the visiéq
or view of every educational policy, but this may not always be
possible because of the difficulties of measurement. Secause-of ;he‘/
extreme poverty levels in the LDCs, it may be permissible to let -
quantifiable economic benefits represent all values’. This involves v :
severe philosophic assumptnons but thepro?osi:ion that changes in ?? v
economic welfare lnvo]ve change in the general welfare in the same
. direction is proposed as an Yunv ified probability' by Pigou in h;s
" .. . fundamental work ©on economic we‘ifare.36 ) . ‘ L
' oo One ought not to accept this pr0posnt;on without. being aware ,"
of it and its nmplncatnons, but failure to accept §i¢, or something
Tike it, leaves ‘he who would measure v;rtua]ly unemployed '
- v+ If education can be treated mbre as an econom;c service'ihan
+ a social service in terms of re]nevung the shortage of critical skill.
and equalnznng econgmic qpportunxtnes among all members of the soc:ety,
* '°  then the cost-benefit ana]ys:s acquures addatuona] va]:dnty in the .
LDCs by virtue of its concentration on more meaeurab]e vafues although

the set asidg’/"other considerations ought not to be forgotten in the

process. - - . . .
v h *
' The Specific Problem . T T ' o
e = - . . ' ,
s in addition to the difficultiqs explained above, there are

some specific institutional, methodological and conceptual hurdles

in the yrstess of application ef cost- benef:t analysis in many LDCs.

These difficulties can be summarlzed &5 fo]]ows. .

. . g < A -
Q T - \\\‘\s
142 .




. . ‘ \ ) |
. L ' '
. 135 .- - _
. {a) Semi-educ!:;;h;zjions in most of the LDCs migrate from .
. fural areas to cities in search of jobs which are not

readily available. The resulting “expectation gap* 7
"has created social tension and unrest; it tends to
-reflect the subJectuve rather than objective phenomenon.

-

(b) There is a general unawareness of program analysis in
education and consequent failure to use it in decision 0
making in many LDCs such as India, .Pakistan, and Bangla- '
desh. This is mainly because of the constraint imposed
by the,annual budget cycie in which financial accounta- 4
Bility takes precedence over the efficient utnllzatlon,
- of resources.

(c) There is a serious scarcity of analytical personnel. . .
Most ministries of finance are run by generalists rather

/ than specialists. Planning operations tend to be sepa-
rated from budget functions, and planning operatlons,
too, have only recently begur to undertake the sophisti-
cated.kind of analyses being described here.

(d) The lack of data and attempts to accumu]ate ap&toprnate
data is always a problem of measurepent of the social
benefit of outputs and social cost of input.

(e) Often education is seen as political good by politicians
rather than an economic good. No-distinction is madge -
between '"education as an investment' and 'education for .
the consumers."

So far we hawe talked about caﬁttbenefit analysis and 1ts

préblem of application in non-formal education. The whole analysis is

centeréd around the question of efficient -allocation of scarce

T
‘resources. But we must also say something about e:fﬁczent managernient

»

of .allocated resources in non-formal education. This is sometimes

referred to as cost-effectiveness analysis. \_— ' »
. P
Cost- Effectnve Analysis and Non Formal Educatlon

This analysis starts by defining program objectives as clearly ?
as possible and calls. for some measure of eféectiveness or, utility
"which is relafed to the objective in question. This.imp]ies a aearcn
for alternative ways of meeting the defined objectives. This process
_ié'likély'fo-yield a range of possibilities for examination of any

non-formal educational program as to costs and gains. ,Thus it calls

for documentation of both quantitative and qua]ftative data. The
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information that needs to be brought, together on costs and effective-

37 .

ness occurs on three levels: : . . .

}. Cost and effectiveness in a given current period for
each level of thé program. ..

2. Future cost and effectiveness implications of present
programs and alternatives for each level of the program.

3. Changes in cost and effectiveness that accompany changes
level of volume or quality of services provided both
current and future periods. ) \

This system;tic search for alternatives aims at findiné out \
the least costly alternative or the alternative giving the highest
effectiveness subject to budget conétraiﬁts. \

Other than the familiar problems of output quantificatiog, the
difficulty with regard.to these analyses arises mainly because of “the

fact that most of the programs have muliiple objectives. |}t is really

difficult to make cost effective analysis in the case of such projects.

This is one of the reasons why manpower training programs through. non-
formal education in the U.S., for instance, have evaluative problems.
. All these difficulties are intensified as the t ime thizoﬂ -
fbr planning ‘is lengthened. Identifying '"preferred éiternatives”
demaﬁds more parameters and more data--even, less readily.available than
those alreadf discussed. Thus, in order to reduce uncertainty, sensi-
tiv{ty analysis and cen{inéency planning technigues may be adopted
for Ions-range‘planning. Senéitivity analysis. seeks to‘measuré the
dependency of the value of a vqriéble to alfernative values of a
particular parameter. Sometimes the sensitivity analysis is carried
out.prior to the \inal-data collection only to determine the degree of
effort to be required for the determination of concerned parameter.
kﬁ/,QContingency'planning ;equires addii}onal f4exibility and

adaptability seeking to provide for various alternative routes when

and if various hypothesized -events and changes occur. \ .

RS
. : Tonctusion
" in spite of these difficulties, cost-bemefit analysis is
useful as a guide to investment in education for two reasons: (lx it

may restrain the pbuse of economic arguments in the political process
. : v : S v
. . \Jr
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S and (2) 11 may prov:de a stimulus-tS research and scnentifng under-

38 If nothing

stendsng of the prqblem of investment in education.
els&, it identifies the pertinent questions. .
The atangibles' plague us; new techniques for making them
tangible or for Iettlng :hem be meaningfully represented by other
data .are requnred |f complete, solid answers are to Qe\found either
to the allocative or efflcnency questions. We can‘now get sotid
responses to perhaps 15 perceft of the qpestions; another, say, .

ko -percent is subject to'“unverifiea” but solid speCUIation- the

remg;nnng perhaps 45 percent in areas in which vye cannot even specu‘ .
late sensibly. The task is to increase the solidity of the speculatxon
in the second area and to make the third area smaller. .

Decisions have to be made--both with respect.to the allocation
of xesources their use. In the absence of objective measures to
assist decision makegs, decisions must be mede on the basii of

N

s. iftuition, patfonage, politics, guesi* precedent, and 50 on. The

3 problems of attaining increasing obJectlv1ty are eVIdently\formndable.
* ~ . .o N
»
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1;5\\ye may write the rule as follows: . -0

)
S x2 xn+S yI Y2 ; Yo

TR O T G2 G

where X5 kz R . and Yys y2 are series of benefits and costs

‘; in successive years, respectively, and

i 2 interest rate, -
s = scrap value in terms of physical facilities, if any.

‘If we know R and i, we can deduce V; similarly, if knowing V and R,
we can find out i. Of the four variables V, R, I, and n, V and i
are unknown. The determination of i" is always a problem.
L - )
20. Although it is*difficult to quantify the subjective element of
costs and benefits arising out of any non-formal educational pro-
gram, we may write the rule algebgaically as follows:

* X X X +s
Ew ! + 2 2 + ... 3 3 ’ )
(+i)  Q+i) (+i)° | . .
Yy . Yy ' Y. - o . .
'l " 2 s+ 3 3.
(1+)  (Q+D° (1%i) i
“ where x| ;; - C. x3 agg Yi» Yy oo y3‘are series.of benefits

and costs Jin successive years respectively, and

£l

‘interest rate, - -

i : :
scrap value in terms of physical facilities, if any. -
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K- N . - . . -
N + %272 *n"Vn <0 = E “n"Yn 0
2 . - . . - - -
(1+r)  (14r) (1+r)" n=1 (1+r)"
where r = internal rate of }eturn, r7
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The supply of labor can be projectéd by usfng time Series
extrapolations for primary,and secondary school leavers, with
some assumptions about growth of enrollment in different levels

.

" of schooling. Oemand for labor is al'so projected as a function

of wage and GDP (Gross Domestic Product), but elasticities can
only be approximated rathei than estimated.

.
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* CHAPTER V.

' ' APPLICATION OF INVESTMENT CRITERIA
AND NON-FORMAL EDUCATION

-
>

We have already\indicated that one may acquire job oriented

Through the application

»

skills either in the schools or on the job.

of investment criteria coupled with wise gGessing, the decision maker

"has to choose the most efficient line of approach so far as the

the worker! s, ‘even after he enters the Tabor market

)

. account when determonung whuch will give the hnghést payoff

investment in human capital is concerned.}: Investment-in labor training

. may be treated as a kind of human capital formation which ténds to °

raise the productuvnty of the workers and their future earnings. The

same type of labor training can occur wnthnn the struciure of formal

The choice of the tra:nrng lnstltutlon is not entirely
Both the firms

schooling.

aqd government p]A{ a role dependihg on whether the econoric system

{s traditional, market, or command based. - -

' Y ‘»Return on Investment X / ’ : ;( °,

Betéuse of -the - 5c3rc:ty of resourcéﬁ‘ the rate of-%efarﬁ from

expendntures on non- forma] eéucation‘ns crot;cal

In maknng?e ucag

tional . |nves¢ment decusxons, forgone beﬁéf:ts must be taken i

or non- forma1 educational programs. We have a]seady dlscussed t
|ssue in the preced:ng chabter._ However,

on ifivestment in educat:on, the prxncxpal approaches 3s :ndlcated by

on.the qugstion“of retqrn- o

‘\\\ «\Marblson and, Myers, xnclude the, fo]lownng i- N a .

(1) determination.of the relatiopship between expendztunes on
education and growth in income or in. phgszcal capztal “forma-

-

over a period of time in'pne country, (2) the residual

tion
gﬁroaCh in determining the contribution of education to gross '

) natzonal product (GNP), (3). calculation of the rate of return,

e

‘trom expendztures on‘edusatzon and (4) making inter country .

.

correlations of school enrcilment ratlos and GNP. ’ .

\ 11»3“ | "' ‘ .' < \

R AU -
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.Each of these approaches has‘ﬁeen expla+neé with partncular
SR reference to the U.S. In the’ folfownng paragraphs, we propose to
. discuss these approaches, although Ilttle is avallable.deal)ng with
! the rate of return from expend.i tures ‘on non-formal education.

As for the first approach, Schultz attempted to estab]ush a
relatlonsh:p between expenditure on education and income or phy5|cal '
capital formation for the period 1900 and 1956. He noted that the

| national income of the U.S. has exceeded the combined contrlbutlon of )

the three factors on production: land, labor and stock of repro-

.e

ducible gapital. He suggﬁsted that this dlscrepancy can be .explained

- partly by the benefits arising’out of economies of scale but largely
by the improvement. in the quality oﬁtlabor (e.g., education). 5
- 'Examzbzng the i1nvestmernt made in human beings in the United

States, Schultz found that the stock of education in the labor

force rose 8 1/2.times between 1900 and 1956, while the stook

of reproducible capital rose only 4 1/2 tames. He concluded /S
that between 36 _and 79 percent of the hitherto unexplained

rise in the earnings of labor was exglained by returns to the

additional edugation of the workers.

A prihcipa1 ifficulty‘for our purposes is that in such.calcu-

- Iétlons no attenpt s_been made toeshow the contribution of formal '

and non- fgbmal education separately Parenthetlcally, factors other ~

.. -than educataon part:cularly publlc health, contrubute 5|gn|f|cantly

T ,ov o theaquahty-of “labor ~ ) ’(’ N\ . -
USRI " a-mare recent & tempt to measure the costs, tf all types of edu-

e cation in the Unfted States 1ﬁc1uded stzma es for $education ) .

’ {j the home" (darniN\gs forfegone by mothers staydng at home to |

o educate their prescjool chzldren), “trdining on-the>job, : .

. . Yeducation in the church'," "educatioh in the armed servzces," ",
“as ‘well as costs of formal educatzon, special schools, other 4N

-. Federal expenditures, and costs of publie libraries. The total
‘cost for 1956~ 1957 was computed at over $60 billion, or 12.9 )

) ¢ *  “percent of ad;usted gross national product. The comparable e X

: fzgures for 1955-1956 were. over $51 billion and 11.8 percént of 1h
. o 4., GHB. > . )
Y ! » Wnth %espect to the second approach, several economnsts inciu- )

- 4
T dlﬂg Solow and Denison attempt to measure the contrnbut;on of education

by.deducting the codtrlbutuon attrlbu:ed to measurable |nputs of capital
\J' and labor. The main probljm of thls' residual approach sﬁh&t the .

L]

\
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portion finally attributed to education is hardly specific, to say
nothing of its identi?ying the contrjbution pf non:formal educatioq.
But in the absence of a méasurement in which one ¢an have confidence
-’thr0ugh the return to investment in.non-formal education, this_Jpproach
may serve as a useful if crude, juide to the policy maker.
w|th regard to the thard aooroach attempts have been made by
several economists including Mincer, Becker, and Hector Correa to
conpute the internal rate of return at whieh incremental “fncome
obtained later in life would just compensate for the direct expendi-
ture on education and the value of income foregone during the period
of schooling”5 or non-formal educational training. |f this rate of
return is higher than the prerailing interest rate on alternative
investments, then the inye%tment in education is a desirable or
profntable one Several different studies6 indicate that the }nternal
rate of return for prfmary education .is hagher (e.g., 20 percént or
higher in the U S ‘compared 'to 10 to 15 percent in secondary education)
‘ because costs involved are relatively lpwer and little income is
forgone.
. .

There ate no known data on this question with respect‘to less

ate, howevE&r, that the

developed countries. We may spec

forggne becomes an element Consider at an ear]ier age. (Qareful

'empiricalrattention‘sh0uld be given to thefprivate and se€ial returns
: L] .
- related to becgming "functiona ly literate" since this is a critical
educatlona] pollcy issue for less developed countries which is hardly

uch as the U S.

.an issue at all for count _

The'differentiak rate has an interesting implication for non-
fornal education since many resources are wasted at the primary level
in the LDCs. Desp |ts‘popular|ty, the primary education may not
be the most efficie form of education for a poor country. seeking
econowicﬁdevelopnent. For example, out of about 30 million children
) rolled each year &n grade one o. Asian schools, over 50 percent

either repeat the grade or drop: out of school and into ultimate .

is3 -
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irliferacy. This is an exbensiJe introduction to education (estimated ) .
at S100 million a year in Asia) for the ltttle it accomplushes, to sa&
nothing ‘'of the human potential forever forgone: 7 .
. Finally, Harbison and Myers mgke an extensive attempt to
correlate educatio;7(’and economic indices. For 75 countries they
develop a composit index to distinguish among countries in terms of
four Ievels of human resource development; for examplte, Level I,
. underdeveloped; Level 11, partially developed; Level L1, semi-
advanced; Level‘lv, advanced. Inell, 14 different lndtcators (e.q.
- GNP per capita, .teachers, scnentnsts, engnneers, phys:caans per
1,000 population; first and second level school enrolliment ratio;
public expendifure on education as percent of national income) were i Y
tabulated. Amalysis of their data led them to conclude that éeohomic
. development correlated more strongly with higher educatlon thkn with
primary education or Ilteracy From this they developed a composite
index of human resource developﬂent. This index consists of - the
percentage of the age group ‘in secondary school plus the percentage
in hsgher education multiplied by a weight of 5. The correlation
between this composite index and gross national product per capita

in the U.S. is very high (0.888) but great care must be taken to

avoid assigning otherwise unverified causal ‘relationships on the basis ' -

of .such a coeff%cienf.s : : . ’
In path breaking studiea, however, Mincer and'BecLer studied .

rates of return on investment in on-the-job tragning whiéh is only a

segment of non-formal education. Mincer a55umes that“the rate of . '

return {rom on-the-job training is almost equal to that from formal i ’

schooltng The cases of male/female and whlte/nonwhlte wage dif- ) ‘

ferentials are anaJyzed.through the "investment hypothesis' which / o

.sd;geste that human capital is a significant factor in explaining

wage differentials and employment patterns. Becker also considers

the matter because it illustrates the effect é; human Eapital on §

earnings, employment, and other economic variables. He argues: if the

present values of net 2arnings in different occupations are presymed

to be the sarme as one would expect in a perfect model, market costs

154 .
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~and the internal rate of return can be measured from the‘net earnings
info:mation. Becker and Mincer do, however, provide an innovation
in human capital theory by linking to the time profile of investment
in human cap?tal. - ' T .
In this connection, Blaug makes the folloﬂing comment=:

In using age earnzng profiles to calculate rates of return on
znvestment in schoollng, are we not in fact confuszng the .
effects of schooling with the effects of training? Indeed, .
.1f all labor training is genéral training, the age earning
profiles we observe sgstematicallg_unde}state'earnings . .

- attributable to formal education in the early years of
employment and overstate them in the later years; <likewise,
even 1f training is specific, there 1s a general tendéncg to
overstate earnings attributable to schooling.

- .
However, using age-earning profiles,'Mincer calculated.the total
anount nnvested in on-the-job and off the-job training in the U.S.
in 1939, 1949, and 1958 His calculatnon i.s based not on the account-
;ng data at the- enterprnse-level but on.the ‘net return streams by

. three Tevels of education and calculation of corresponding prnvate
rates of return on investment- in schooling. '"He then applied these
‘rates to each Successive profile'to determine what earnings would

. have been if individuals, had ot invested in training These'forgone

- .earnnngs constntute the costs of general training and hence measure
the investments rndnvnduals nake in trannxng.“q. The forgone(earnnngs

as a resutt of genera] training can be graphicel]y i]]usttated as

shown in Figure 9. ¢-it is assumed that persons who are réceiving s
general training tend to éarn‘more than the persons who are receiving
§peci?ic training. But the way we have}drawn the»spec:f:c and
general trann:ng ling shows uncertalnty.. rt is concelvable that

« despite certain advantages, persons with genera] traunnng may not
compete with persons with specific training in a techno]og:ca? society
such as the U.S. because spec:f:c training, tends to |ncrease the
probability of creativity or ‘innovation in, the same or 1n alternatnve

lines of ﬁroduqtion. -

oeF .. Hincer,'however: is dward of the drawbacks of his ana]yi)s

and assumptions such as that of a stant rate of return to invest-
Mment. He further acknowledges his failure to adjust for differences

£y
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in native ébility and home bacRground and to provide reliable evidence

comments on Mincer's studies. 4

rates of
on trayni

But more Eﬁportanf than any of these is the assumption that

by examiningidata on the COSts and returns of particular R

. on the costs{of specific training. However, Blaug makes the following

eturn on schooling are* not very different from those
g.{lﬁe does not make an effort to check his results:

training programs in the United States. For examiple, compari-.

sons of c%aft apprentices’' and operatives' farnings gave an
averagg’pﬁzvace rate of return to apprentice training for
three’industries well pelow the brivate rate of return on
college educat:on, although social rates of return were not
very d:fferent in the two cases (Mincer, l96j, bp. 533 to
534). However, from the boint of view of Mincer's caicula-
tions, it is the private rate of return that is important,

the rate of training, the implicationlis that his estimates
the costs o training are actuaf}y\%z/

¥ -) since the private rate of return on schooling seems to exceed

of

the low side. Likewise,

1t follows that calculations of the ates of return on school-
ing from observed age earnings profiles are, In fact, biased

downwards; 1f] we could truly separate the costs and e rns
from training|, rates of return would rise, a surprising
resule. ! ' ’

Y

i

: { .
tative characteristics of the observed life cycle of earnings:

Ben-.Porath|2 alsoidevelops ‘a model which generates some of the guali-

zero

earnings followed by a period of iqcrea§ing earnings at diminishing

rate with an eventual decline.

The productioe function is intended to give some of the char-

‘actevistics of the technrology influencing the individual’s d;cis
to invest in himself. - Production functions describe relationshi
between outputs of commod{ties produced by firms and the various
combinations of thé\inputs~£hex eme]oy in the praduction. Knowl

of these production functions for {he individual is equivalent t

knowledge of potential demdads by rhdustry for skilis. Su;ﬁ?knowledge _

shouid be critical to-}he iqdiJ}dual in deciding on the amount a

nature of jnvestment-in his own skill development. In thig connection

Simmons comments::

. N X " /
Rate of ‘return models usually estimase lifetime earnings as
function of age and gchooling, and shoh\a high. rate of retur

ion

ps

edge

o

nd

a,
n

‘to all levels of education in d develaopin country, with pri-

*‘mary consistently the highest] o) the three Nevels. How
correctly 1s this model specilffied? Omitting riables 1ike

N .

57 .- :

~
~
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’

. socioeconomic status, quality of schooling, Work experience,
personality and health, to suggest a few, should upwardly bias
the coefficients of. the traditional model. Using survey data
from the Tunisian shoe industry to estimate earnings regres=-
sions, I found that work experience was much more significant
than either using cognitive Sklllf on the job or primary
schooling in predzctzng earnings.

From the preceding analysis it is clear that we have not yet explored
fully the costs, benefits, and incidence of the non-formal educational
trannnng Some attempts have, however, been made to make cost-benefit

hemes (e.g., Borus,lh Oatley,IS welsbrod,|8

19

analysis of the government training and retra|n| rograms and ~ . -
Lester, f§

ardin, ° and others).

Since eQucation, format or non;formal, is a complex social
,/;::;;ct, the measurement of the rate of return;is_highly comQJex:
Unlike daws or steel mills it is Mot possible to calculate the rate
of financial return on a non-formal educational project because of the
' difficulty of determining howW’much is really consumptién, how nuch
represents investment, and how much is a political good. The gpals '
of modern societies are political, social, cultdral, and economic.
And the purposes of the non- ~-formal educatlon are likewise complex
and may be different in different societies depending on prnorltles.
.4f we elect to giJe top priority to economic growth, then the program
ot human resource develépment through non-formal educatioh must he
designed to provide the knowledge and critical skill required by the
economy. The better the definition of a program and the greater the
- degree to whlch output is quantlflable, the better is the chance for
ascertaining the rate of return from invéstment in non-formal educational
‘ programs. The fact is that the measuremént of rates of return on non-
formal educational investiment have both |nd1v1dual and social dlmen510nsa
The individual dimension arises from the fact of net loss or gain of
individual earnings from the acquired skill end.khawledge.q The social
- " dimension aruses from the external economies or, dnseconOmues from an
: investment in non-formal educational programs and from the fact of

< N »
' idperfect markets. !

v

’ . . ’ .
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Through pricing policy and various forms of financial aid,
N gpciefy has "hidden” many of the costs so that the indi- . S
vidual will be more likely to-make a favorable decision
about continuing his educatidn then he would make in a com-
pletely free market unsubsidized situation. From society's
point of view, lf there are significamt communal benefits
resulting from an educational program it is rational not to
depend on individual rational full cost decision.

Furthermore, it is a mistake to think of returns from non-formal edu- '
catioaal investment.in écqnomic terms only. The efforts to give
greater emphasi; to human resources in economic analysis and the
attempts to measure the contribution of .éducation to economic growth
are highly desirable; the notion that, non-formal eddcationsl programs
dither can or should be'ahalyzed solely in economic terms-is unrealis-
tic. Thus, the return on education in terms of fnc;qase§ in individual
or national income, increases in productivity, cannot be taken as the
“only test of . the effectivene;s of non-formal educational progréms.
Nevertheless, economists-do define and measdre progress by. economic

criteria, even if as individual members of the society, they have

often a much broader view of the goals of a society.

] ) - Conclusnon ~_’/1//

_ There is an :ncreas:ng awareness among economnsts of the role
~of non-formal education sp‘human resource development. But OQ!X,a
part of tpe'investment in non-formal education (e.g., on-the-job train-
ing) ig explo}ed at all, and even there the surface has just been
scratched. linvestment in in-service fraining or follow-up traiﬁing
Qheré non:fo?mal edugation can be 8 complement to formal education has
yet to be explored. }

Further, there is little empirical information on the rate of

return to non—férmal edhca;ion although séveral aftempts.have been
made to calculate the rgte of return from formal schoollng in the U.S.
Education is a complex#Social good; it is difficult to measure its f .
rate of return .in economic and finahcial terms as we would a factorx, . .
‘or service where the costse tend to be unambiguous Snd the outcome-is ‘

measured in unambiguous profits.
p :
. “
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e CHAPTER V

PLANNING, GROWTH, DEVELOPMENT, AND
NON-FORMAL EDUCATION

.
-

i — Introduction

Planning is a complex phenomenon. .Modern‘deﬁelopment planning,

as practiced in the LDCs since WOrld War |1, has used a model snmllar

» to that developed in the U.S.S. Q; after World War I.I; o

!

' Despite the great diversity of forms,2 all planning seems to -

be concgrned in' some way or another with '"figuring out how you get

from here to there; and frgm where You are to where you want to be." !
'Put it another way, it is an organized cehscidus attempt to.exploit ‘
‘the hVailgble resources to achieve specific goals through ar#rational
lapplication of sets of choices among various possible alternatives.

. Planﬁing as a process is an indisﬁensable pre-condition for
' the formulation of effective development pelicies and Zggsqres )
. A plan can play an.important part in the plannzng policies and .
measures. But, if a plan is prepared before the process has
begun in earnest or if it is unable to generate the proceisi
1t is likely to have little significance for development .
Qevelopment planniag may nnclude sub—natlonal ptanning for one region .
. or multn natlonal(reglonal piann;ng involving a series of regions

.covering an entlre country Experlence.shows that |t is not only the

] economlc potentnal but also the political will coupled with adminis-
trative capac:ty that determines whether or not a plan will be a ,

. . - -~ \ ) -
success or a fanlure 4 ‘The political will can be quantified in terms YL

of taxes,,crednt, and nnvestment While it is ﬁngprtan;'to know the \ ton
theory of plannlng, the 1mportance of emplrugAT\zvidence and exper§- '
ehc‘ in plannnng rn other tountries shoyld not be overlpoked. 'Rather
a priority should be given %o the Iessons from experience of plannlng

5

Colm and othens expressed a 5|m||ar view in preparing a plan. . ’
-

WIth this brief introduction of development plannjng, we turn ¢

tq the question of evolution of non-formal educational planning. .

- [}
. .
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. e Evolutiogof Non=Formal EBducational Planning , - :

Al though we are just developing the non-formal.educational
planning concept, ;n nly intégrated and systematic attempt'on a
national scale was made at developmental planning during the first
Five-Year Plan of the U. S S.R. Despite the Soviet success, there was
not ready acceptance of the concept of educational planning, in the

Western countries and the non-Communist LDCs. Gradually, the importanc

'of\plannlng in the field of -social policy was stressed by non-Marxist

economists such as Mannheim and Tugwell. Thus, several Fragmented
experiments ‘in educatlonal plannlng ‘were made in the form of the
Tardieu plan of |929 and the Marguet plan in 1934 in Erance, and the
New Deal plannlng in the 1930s in the U.S. But only after the second

World War, the Western countcles and many nonﬁﬂhstern LDCs saw

social ferment in the form of rising expectations of the masses,

. J - . ce
coupled with' demand for education. The concept of educational planning

gaingd currency in many Western couhtrles such as France where ‘'educa-

6

tion became an lntegral part of the natlonal plan in 1953." In the

u.s., where educataon is a state and local function, the lack of a -

federal plan does not, of course, 1mply lack o{aplann:ag. Educatlon
became an :nportant sectér of. the,development plan of many LDCs.’ Thus,
education figures p.omlnently in the development plans of countries
such as tndia ‘in l951,¥8urma in l§§2,_Colombla in 1957, Pakistan and
Morocco “in-1958, Tunisia in 1959, Banéladesh in 1972, and so on.7

The preceding d:iscussion, indicates that the edudational plan:_
ning concept is considered to be a part of the broader concept of
hational economic planning for the purpose of the devalopment of
SOClal infrastructure. ' €entral ' to, the concept |s the underlying -
assumptlon that formulatlon -and implementation of any.educatlonal
plan requnre investment just Ilke other sect6rs of the economy, e.g.
agriculture and public ‘health. But the measurement of ‘return from

such investment presents a\

> the problems tnvolved in cost and beneflt est;matlén " A UNESCO report

covers many aspects of educational plannrng..9 .

163 = .

’s
-
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' has provnded financial a|d for many non*formal edudatlonal ngg?gsj

conducting a program of studies in non-formal education, the Worid
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-~ However, the lnterest in non- fonmal education is of recent

‘origin. In ‘addition to Michigan State’ Unnvers;ty s involvement in

i
Bank -has been carryinglcase studies .of non-formal- education in .

thirteen'LDCs‘|9 Besides,’several other U. S| uniuersities such as the

University of California at Los Angeles, apd thekunnvers1ty of Prfts: )

burgh are alsp lnwolved in non- fOrmal educational research Genera
awareness about .non- formal educatnon is also lndféated by the fact that
several u.s. unnversntles such, as ‘Stanford and Michlgan State Univer-

s:ty are offerlng courses and, seminars,’on- non=- formal educatlons USAID

such as the M.S.U. prOJect through financial supﬁort

.

y
- 7 .
- e

Concept of Non- Formal Educational Plannlng

’

~

- The non-formal .educatiopal plannnng is at conscious and

dellberate policy package to exploit the available resources |n the
. .
mos t eff¢c1ent way**to achneve—certaun SQCtO'eCOan%C goals or'

oh;ecttves. Thrs defrrwtidh has £Lve. drsf:nct partS' -
: (a).a clear statement of obJecthes, ’
(b) a survey of resources; .. \ N

- (c) matching resources and obJectlves through technﬁtal
coeff:cnents, - .

(d) lmplementatlon of the plan;

(e) evaluation and review.. ) T e

Slnce plahgnng for the non-formal ducation sub-sector Sshould
be a contlnuous pr cess, the process entails.the above-mentioned
order of succession of |nterdependent actnons like any other sector~
planning. Elaboratlon of these 1nterdependent actxons may be useful
. . . (a) A-clear statement of obJecnlves' Only through a clear
statement of obJectnves of any Ron- formal educational prograh(s) |§ it
poss:ble to reflect the socnetal need Thn% need". has dnverse

is likely: te require determ;nlng the order of

dlmen5|ons encompassun soclal, economlc cultural and aesthetlc and
other values; and g};gf

»

<

priority among various objectives, some of which may come-in conflict
with others. ’ . : s '

~




[ possible usd of scanty resources, whether financial or» human.
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. . (b) A survey of resources: A survey of educational needs
i is essentlal in order to chart a*Tataonal course towards its obJec- \ . )
' tives. }t is imperative that the'non formal educational program be ™ % ’
drawn in the light of present conditions and recent trends. This. ! B
“ ) involves the assessment 'of alternatives which require the assessment

not only of human and financial resoufces, but also of political,

*sociological, and administrative capacity or constraints. Any planner

- - - - - -( - - ’
likely meet with faildre in the.pXocess of implementation. Many

- e . .

) who doei not give proper weight ‘to the whole range of,constraints is
0

development plans {education as g part of them) have met with failure,

Apt, because of the lack of. financial anY economic resoupces but

11
Success of a plan for non-

Sy =

because of the lack of polﬁt:ca} will,
formal .education requires the anvo!vement of the leaders of the .

community or political leaders Admlnnstrat|v§ effectxveness to *

; carry out the program at its |mp|ementat|on stage is S|m|IarIy fre:,
quently assumed to exist w:thout careful consnderatlon . Furthering
the progvacuféqUIres proper understandnng and agceptance by the

Y people or connunnty concerned. . w !
. +’ - ., -
- — Al

.
. The greatest difficulties met by planning are socio-
) - - " pd¥chological resistance, inertia, lack &f enthusiasm., ©
, e 2 Theke 1s, therefore, adeveloping feeling that educational :
°5ﬂann1ng cannot be effective 1f teachers, sgudents, and the
e . community at.large are not always bettgr, informed.and coni- - e L
’ . + sulted. Efficient ?éannzng nowddays 1§\an essen;za%gg . L .

. . democratic process. . S ) ) )

In ch005|ng the best alternatiwve,!the overriding ®ancern for

.

the educational economists is to maxim?ie the. benefits from the usesof .

. scarce reioﬁrcés. The fact of scarClty is the heart of. economlc
\.#.

problems. S T - B . :

.

. . Edycational economists have, in the way of all eéénomistsdﬁb oo
: relatively eyact point of view. He endeavors to make the best. \\>\\\
+ Thé outlook of ‘the pifilosophers, or educationalists--if they  * q :
T . found thczr xncl:nat:ons:;zs, of course,.diametritally opposed.’ JEAY
- They consxdery and rzghtlg too, that eaucatxon,Axntellectual s ) R s
training, moral instructiori, are the rzghtc of eugry humah
« . being. This belief conseguently leads ‘to a ;Em-zns;runantal .
outlook on the educational process. &+ the otber end of the, N N
scale, the economist, by the very nature of hxs professaion, “
. « must cultzvate an instrumental outlook.' .

: - " Y - 165 S .
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Evidently there is a need fof reconciling these opposing .
’_’ ) views. Subject to economic, secial, and political constraints, a

mechanism of incentives needs to be developed so that educational
effort can be dlrected towards a desired channel
(c) Matchnng of resources and obJectlves. This. is a very
important  step in the planning process and is done through the
’ coefficient of relatlve effectlveness .This meadns comparing rates of
. return. or pay-offs on al:ernatlve investments. These are influenced
by such factors as the demand for educatlonal products, costs rnvolved
RLE provndung services, avallablllty of capital, and the Ievel of
technology. Earl:er discussion has indicated that it |s no ea\y
task to natch resources with objectives. The d:ff:cul;y arises
\ partly from the problem of setting up an efficient order of priorities.
: This arises because of the complex nature of the educatlonal output.
- N {d) Implementatlon of the plan: Without a clear strategy for
-~ |nplenen;at|on a plan is meaningless since in itself no action is
produced. Many development plens in which an educational plan is a
- \part have not produced ‘the desired result simply because the planners .
falled to make an "adequate proy“sron for their lmplementfison" 14
- it is easy to say much abouf what is to be achieved, but dlffaculty
arises in the means of attaining the objectives. . . .t
- - “ . {e) Evaluation and review: Since a plan is always future o
. - oriented its\course is hardly-possible to prédict--hence the need for W
- constant review and adJustnent and’ readJustment in the light of change - .
in the social dynanscs. In" this perspectlve, non~formal educdtional
plannnng must be a continuous process, with deci§ions subject to
constant review. We have just outlined #n its broad detail the
various ''stages"” of the non-formal educational planning in its Yogicat
sedhende' Singe-birth, growth matur:ty, and decay of non-formal
y > edﬂéatnonal programs can go® on ss:mltaneously, ali the "stages" of
: . plapning are very llkely t6 go together( Any part}chlar program in
- non-formal education can contribute in the overall sectorplanning~
"process involving execution of a rational system of choices based on

consideration of viable alternative investments compiled with -economic

[
~
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significance for development andfchgnge compared to one which is rein-

programs or institutions. In this present‘stbdy we are mainly inter-
. . e / L . .
. ested in macro-studies of non-foymal educational planning. RV \
As for forms, it may be planning by directon involving the
/

S as a sub-sectdr of overall ed

. . . “ . '5’9 K] -

. - .
. .

and social benefits gnd costs. |If a program in the area of non-forma i
education does not generate’ the process, it may have reiatively'little

—
forcing the process of change.

Two Levels, Two Forms, Two Approaches X

_ So far we have discussed tlie concept of non-formal educational

'planning and the process it entails. Educational economists can con- .

ceive of two levels, two forms, and two approaches“of non-formal

education. L . ] : '
As for levels, we have already indicated that planners can

deal witﬁ non-formal educational planning either at macro—%evel which*

involves the study of the complete, integrated system of nof-formal L

education or a part thereof within the‘éyerall framework of’develép-

ment planning, or at micro-level involving an analysis of individual

direct iatervention by the government when the greater part of the
noﬁ-forﬁal.educational activities are in state hands. It may be - :
planning by }qducement involving marginal intérygntion by the goQggn- .
ment to cgéreci certain imbalances ifen the greater part of the. R
'sconomy and, for that matter; a greater part of. non-formal edpcationq] ' . .
plannfngjstiﬁl remains in private hands. Such planning has to be

formulated through a process of successive approximation by means of

a comparison of resources available and of claims upop these o .

resources. In such cases it may be necegsary te adjust the scale and

¢emposat\oq\of the non-formal educatnona] .programs “to the }amlted

\-
supply of certajn specific resources such as foreugn exchange, . .
administrative and ~echn|cal capaballtres. .

- As for apbroaqhe it may be planning of non- fqrmal educatlon
sational planning, or we may go ahead. L

with‘pgannin%_g? non-formal education as an independent sector, keeping

in view both{economic :and 'social goals. : 5 . . . - N
- » . =
< ‘ «
. N . - Naly! . . -
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As argued below, I favor planning of the non-formal educational

sector in its own right. Treated as a sub-sector of overall economic

ptanning, it becomes merely an extension of nahpower-planhing, thereby
Tosing lnportant control over its potentialities for socra] change.

On the other hand, it mvght be possnble to realize two ObJECt!VGS“

manpower planning in the narrow sense and that of |nfluenC|ng social
change. ’

For the purpose of our analysns we have divided the econé;T:\\\

Y

- system into three broad areas

-

v

(a) production areas (e.g., agriculture, business, etc.);

(b) physical infrastructure (e.g., water,
tion, etc.);

power, communica-

(c) social infrastMsture (e.g.,

etc.).

health, labor, education,

Every area of the economir ‘stan needs trained and skilled

nanpqmer For exampie, agriculture.ne s extension agents, industry

and busrness need stePognapPers and ac\‘B tants.

The nodels shown in anure10\~|] ||Iustrate these two

approaches. We can have a situation as in Wode! 1 if we treat. planning
of the non-formal -educational sector as a sub sector thCh is -subservi-=
ent to other sectors of general écononnc p]annn in th|s caSe, v

piannnng |npl|es a3 set of decnslons for future—ac oa to meet the

go beyond stage 3 |nsofar as its d|rect nnfluence is ¢
Th:s is b

. educational programs wv]‘ be’ desngheé oniy to meet- the requtrements of -

cerned, .e‘,

use non- Formal

growth which is the interaction of stage 2,

-
-

other sectors. o ) . Tl

But if we make a plan of the non formal educatlonal sector SE\\\\g
an independent sectoryof general plannnng, then non-formal educatlonal
actnvntres can |nf]uence dnrectly the final stage h--a stage of social .
change and develgpment. In such’ cases, the non formal educatnona]
programs can ‘be planned, keeping in view- the Sectoral and overall goal:
of the deveIOpment ptan. It is possible to concelve that this type
of planning may infjuence the direction of social change. Mcdel 1 gnd

, Model 11 are identikal except for stage 4 which has made Model 11

168




Physical Infrastructure
{water, power,s
construction, etc.)

3

_Social —e— — e — — — — ~Stage 2

Infrastructure

Production * (educatipn,
.Programs: ) health] etc.)
) |
(agriculture,
> industry, etc.)

.

NFE/P = Non-forma] Educa-

. \\\\\ , tional Planning
Model i ' -

»
Figure 10A.--Non-formal education seen as de ndent sector of national
planning.

7

!eve lopment
and change

. $———— ——Stage 4

Ny

X

Model 11 o -

Figure 10B.--Non-formal education seen as independent sector of
national planning.
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comprehensive aad global in charactera in the case of Model 1, non-
formal educatuon can play a° pa55|ve and indirect role in~influencing
social change. But 'P the case of Model 11, the non-formal sector
planner can act and re-act more actively in the dynamic setting of .
growth and developrment. As such, we are inclined to follow the approach
suggested by Model 11.
Since we have made a distinction between growth and development,
we prefer to discuss some implications of non-formal education with

regard to growth and devefopment.

L

Growth and Non-Formal.Education

Myint has stated that 'balancéd growth theory may refer to the
minimum szze of investment programs which are required to start economic
) development or it may refer to the path of economic development and the
{~pattern of |nvestment necessary to.keep the different sectors of the\
" 5

econony in a balanced way with each other. He digtinguished three
related versions of theory: the first version emphasized the con-
sumer's goods mdustrnes,],6 the second version the technical inaivisi-.
bitities in socfal overhead services-in transport, communication
power, etc. (e.q., physical infrastructure), and the third version

. integrated program on industrialization (e.g., the big push).]7 With-
out entering into the controversy between the bailanced growth and
unbalanced gra;lh approaches as stressed by ProFessor Hirschman,
there seems to~be a consensus anong economists, strengthened by
experiences in some LDCs where ''education is now increasingly regarded
as the 'missing component' of economic develOpment.”I8 Economic
literature has not developed wall enough to show as to how to strike a
correct balance between in;estment,in man and investment in machine,
between social develognent and economic development. But to determine
the scope of '"'social infrastrncture“ and its direction is not the joH
of economists alone; it is essentially the task of social scientists
of different disciplines. But there seems to be little or no dnsagree—
ment that the growing social and economlc problem of Neducated

unemployed' in Asian countries is due to ‘too much of the Wrong type of

-

\
A
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. - human investment. Even the case for universal primary edutation in LDCs
is questionable if its high cost and the prob]ems of absorptlon are

taken into account. Vnewed from this perspectuvei investment in non=
formal education has advantages over investment in forwmal education,
at least in two ways: First, the productivity of -investment in nén-
formal education may be gréafer due to greater flekibi]ify_and . ’
adaptability of the social and institutional fraﬁghbrk "The strategy
of non-formal education ¢an be evo]ved matchlng the loca] sntuatlons
and needs. This approachvfo educational- investment is llke]y to '
) stimulate changes and recep;ivenéss to these changes.
SecoPdg\non-formal education is perhaps better suited to fill
up the gaps of ‘'critigal skills' in the cbntéxt of LDCs.
It is "good' to have an exten5|ve system of formal "education.

But unfortunately, the resources of the poor c0untr|es are too limited

" to make massive investments in education ugnorung the-claims of other

sectors. At least in the early phases of their deve]opﬁept programs, -
LDCs should concentrate‘}nvestyeng on_ non-formal educatjon and on

the 6bjecti;es of functional edusétién« ”Thesé efforts are less time

\con5um|ng, less costly, and more directly re]ated to manpower require-
ments than is a formal.educational system as such they are likely to

prove most effective in improving the economic quality of human

409

resources. . N . -

T At this.stage, thg special characteristics of investment in
matgria] capital and investment in human capfbg] are exploced. This
intuitive distinction may stimulate arguments which may be useful in
evoiving an appropriate investment strategy. A comparisbn-is shown
on the fq]]éwing page. ’ i
Physical iqges;ment is ]ess complex coﬁpared to investmek{ in !

man. But non-formal education presents perhaps less complexity com-

pared to its counterpart in formal education.’
- \ .

-

. Y

Sy : Development, Modern:zatlon and Non-Formal Education

P

«* '
in the context of broader concept of deve]opment. For our purpose,

SR 5 S )
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growth is a part of development. Thus, growth in GNP or per capita
. / -
income or increase in employment may not be an adequate criterion of*
development. VWhile advocating a human resource-approach to the
development of African nations, Harbison, a leading exponent of man-

power+ planning, notes that "education has other broader purposes than
20 .

human resource development.' . . L. -

We should make a.distinction between modernization and devel- -

.

Opment. To me, developmert is the total cumulative effect of

modernizadtion. "Modernization is seen here as a process by which social,

political, and economic institutions of a gnven society tend to adapt
chariging functions and role resultfng from change in paradigm. A% )
Professor Black2| observes. ”Modennnzat1on may be defined as the proc-
ess by which‘hfstorrcally evolved. institutiohs are adapted to the
rapidly changing functions that reflect the'Unprecedented increase in
man's knowledge, permitting control over his environment, that accomr
panied the scientific revolution." Though it is difficult to endorse
all change as positive, yet both advanced. and LDCs have JSAccepted -

. modernization in principle as desirable. Education, both formal and
nonrformal, can play a crucnal roIe in the process of modernlzatlon
eJen if ecgnomic, considerations are the most important criteria in
determlnnn the overall degree of modern?zatlon in the LDC§..,anest-
ment in non-Format education at a macro—tevel tends to generate the
forces of change which are‘likely to influence the 1ife styles and
value systéms within a given zbgiety Adam Curle has shown educatuon
as a powerful agent of economnc ang socigl change 22 Thus, edutational
investment has to be understood in the broad soc;al context. , ‘

For LDCs, it is hlgh.tlme to upderstand and fully grasp this .
brogter conceptnon/of development. in undustr:al ‘Western societies,
.job and Job,only is the "key to individual status and partncvpatuon in
the good cf society,' but in the tase of new natlons which are stnll
tradutaonal we can perhaps confer socnal status in a variety of ways.

This may give meaning and satusfactron to the people involved. ln

the 1light of. these %ocial valuea it is very dlfflCUIt to recommend
- . N '
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the Western type of development for the new nations without qualaflca-
tion. Hany people aﬁe raising fundamental |ssues

Alreddy the wastefulness and' resource—hpnger of the leadlng

' 4ndustrialized nations are becomlng palnfully apparent in the -~

. problems af pollutlon, énergy, water and raw materlals. Cons * ° o7

sidering that the economic well-being of the lndustrlallzed ¢ -
nations has steadllg depended upon 1ncreaszng per- capzta con- ' ";/”/’~‘Ft\

- sumption that'has reacn\HJthe point where planned obsolescence’

) and fashion cHanges are essential to maintaining the VOlUme of

business, ¢an Jdt serlously be maintained that the rdad to»well- . \
Tty v being for the new nations is along this same route? ; -

i~

Developnent strategy for the hew natuons must come in terms of gradual

i .reductlon and uitlmate elnnxna(uon of malnutrlt:on disease, illiteracy,
. squalor, unemployment, and inequalities. ’ _o h . ‘o
. ) The mere |ncrease in GNP will not reduce povert§ automatlcally,
: and serious efforts are requured to reduce:unequailty Let us worry
E about the cghtenc of GNP even more than its rate of increase."2 \
- Mlller notes the folro%lng four educatnonal implications of any
. broader conceptlon of”deveIOpmen L . - \ < ‘

1. Educatlon must be Iess formalﬂ\\K

2. Educatjon must be freed from system restrictions and
be developed through a variety of specific projects .
on a smaller scale; . ,

.. 3. Educational proJeqts must be recognized as experi- e
) mental, and must*be monﬁto?ed so that- we find out -
what works in ‘spec(‘lfuc sttuations; ) A

N

. L. Educatibn must becdme mbére of a service within a com-
‘plex of development efforts and less gf an instructionai

program for the sake of instruction. o

While we are in general agreement with the author with respect L

to having mental*, experimental, and service oriented non-formal

educational programs within a new perspectlve on development, we are

: ) hesntant _to accept "his contentlon that ]ess formal educatlona] pro-

ﬁ
grams or non~formal educat ional projects, adjusted t6 local condltaons,

may not\be confined within tRe requirement of any national .or other

widespread.systems. Miller seems to neglect the importance of .o
"'systems analysis approach' in education either consciously or uncon-
sciously Non-formal .education, fragmented though it may be, must be

. treated as a part of- the total social pacture ‘yon;fotmal education .

-3 S
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' must be approaehed 'as a part of a larger system and not as'a’systgm’
which exists of and fer itself." This leads us, then, to dnscuss the
fo]lownng aspects of non-formal educational development plannnng
Lo {a) strategy of p]annnng,

(b) manpo~er development in non-formal educatnonal plan-

. ning; .a/,/’/ ]
(c) systems dnalysis in*ron-formal education. )
. Strateg& in Planning Non-Formal Education L
s Non-formal planning is a con&inuo%§ process. Rebardless of the

state of'development in a given country, a clear strategy is needed to O
d:rect the course of non- 5orma] educatlona] &evelOpment The;e.cannot
be one strategy for all countrues "It may differ from coyntry to ™
country depending on the stage of development. But after making a .
- survey of the literature it seems to us that it might be pbss?ble to '
state a few géneral prinqiples on the strategy of non-formal educa- :
tional administration: _ — ’ o )
<o {a) princ{p]e of  need;
. \(b)_' principle of consistenf:y; N i
5: ’ . (c) principle of'recigrocity;. ,
(g) principle of efficiency and productivity;
(e) principle of universality. . i -
. in the first instaﬁce, the social anq\economLc need of any
(pantiéular'community will bave a Et(ong bearing on  its strategy. .Per-
hapé because of the serious scarcity of resources, LDCs may place . .
T heévy emphasis on job-oriented or service-oriented non-formal educa- . ‘
tiena] programs \*The'essentia] nature of such programs are not .

. only to match education and work, but also to "help pe0p1e do things

for themselves and “to assist thém in tackling |mmed|ate problems
of health, sanutataon etc. In the broader framework of development
this service- orzenied non-formal educatnon means a type of instruc- .

. tion which comes in &s specific technical problems are identified. \

L]
Educatuon then bec0mes but one auxiliary servnce for people who are A\

. trying to do something for t_hemse}ves.“26 Thls‘type of emphysis may

. . . c. ~ ». - ' >
’ .,\ .( .,175 ’:. - ) -
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be needed equally in, the case of a rap1d|y changlng technologlcal " T
soouety such as the U.S. and LDCs. But the dimension of the problems

¥ may vary from country to country. In sthe u.s. P for example, training "
and retraining through non-formal education mJght seem extremely

27

. helpful in maknnq necessary job adJustments Thus we see that ) ..

s, emphasis on non- formal education will depend on "need' of the SOC|ety{ ’ ﬂ
| The~second prnncnple is that of consnstency Thns means not ,f

only the |nterna| harmony between obJectnves and meaps in achieving
the obJect1ves but also external consistency. This question of
external harmo?yr%r}ses because education as a sector has a direct
bearing on other sectors of the economy. Thus if a company wants
to retrain theolder people through non-formal educatioh it must take

. " timely action not only to house them and to train the required

@

teachers and to prepare study maternals but also ascertain the need e 3 /
! of the different sectors of the econOmy. "In -this sense, “strategy
.. .- 2 . .
means liaison and harmonization.' 8 In formal education, fhis act of

harmonization js relatively easy c0mpared to non-formal education where
- it is difficuit to offer a clear statement of objectives, espeC|a|Jy
\ ' when we are involved |n macro-plannnng At the ptoject or* program.
. level, the objectives of non-formal.educationqére'muco clearer and
more easily stated and {Qeasurable than for formal education. The
hetérogeneity of "the former and apparent homogeneity-of'the latter

make quantification“énd evaluation of non-aormal.gducation-much

- ~more difficult at the 'macro' or consolidated level. - -
‘. . ‘Third, )‘ategy for non-formal educatiop demands the adequate
) pnov:slon--both findncial and human--resources for contungencnes N

" arising out of the implementation aof the program. . ,

. Fourth, .asstrategy of edupatnonal plannlng should also be- ' oo
éuided by .the objective,of effucnency and productivity. The economist's .
. concern for this prnncnple sometnmes creates mngunderstandung between
educators and economists, mlsunderstandtng which, 5ummed up succinctly:

”Educatorg;belleve ecohomists are too,materlallstlc, particularly

\when economists talk about the effjciency or productivity of education, ’ \’
whéreas'economist§-believe educators are too romantic, .particularly
N - b -
»? . A ,
> . . . . . .

T . . . ,
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when educators ask for more money.' Wher, both educators andecono-
mists sit toge{zZr it is not difficult to charify some of t@é main ) _—
3 N . . - 3 ' f
. issues and misunderstanding, Perhaps nobody \Wwiltl tolerate/clear\ . \
K . wastage of an educational program arising from duplication ofwquliti-

[ "

plication of efforts, the splitting up of proghams into uneconomic

- size. The strict applucatlon of economasts invdestment criteri® (i.e:,

3

a doubtful val.idity. There is definitely®

cost- benefit analysis) |n non-formal educatu nal \investment may have
/Z/:cope for cost analysis

(i.e., structure of expenditure, thewetailed allodation of fund?)

<

because of acute .

etc.) in non-formal é&ducational planning. But it i
shortage of technical personnel, particularly in LDCS,*that we do not
suggest the iptroduction of program and performance bydgeting instead
of céﬁventional item b ts in the area of non- formal educatlon T
Last, but not%t, is the principle, of univer alntJ This
« implies thgt in addition to economic factors wherever poksible

sociologiqal, poli

ical, and anthropological factors should be tafen

into view in planning for non-formal education. From the Wiewpoint

-

of development économics, the best strategy means an optimal mix of
several factors in planning for non-formal education as a seqtor.

This is likely to ensure politic§l’support for'the program and, the
.comﬁunity involvement in such action. This may mean the sacrifyce

of the principle of efficiencyfand productivity o some tolerabl

\
extent. . hd »
Coombs' suggestion of two principal elements of a positive, “ :
tbstrategy includes focus on interrelationship between the edugétional . .
30. T

system and |ts environment and stress on educatlonal innovation.;

He holds the view that the world educatlonad‘tr|5|s is born of fhe \\.

, conjunction of, five factors: (a) thé student flood, (b) acute, &\
\
. resource scarcntles, (c) rrs;ng cos;s per student, (d) unsuntabullty \
k
- - of output, and (e) inertia and |neff|c1ency, \\ ' .

.

. o ‘ ' N \

‘ Manpower-Development in Non-Formal Educational Pianning A\
v : . : .\
K Within the broader concept of development, non-formal education \
| can contribute in a variety of ways. Manpower development, utilizatiop \ \\
’ ;':' . - . . 4
3 : : .
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and.maintenanEe, should be-treated as one,of the'facets of the non- :

formal educational planning.

_ We havé already note ed that the. scarcity,
of resourtes is acute in the case of LDCs, s§ man

wer development

thr0ugh the -formal education is par
,\
Thus,’ -job= orienjed and service-orien

manpower in each maJor sector of the economy’, and

tcularly significant in .DCs.

g§d non-forkal. 'educational

thek evolving an

‘ approprlate stra egy of training and retraining th ough a system of, _ =«

incentives. Any licy ooncernlng incentives must be treated as an

\ ‘ ' _essential componen .of the strategy of non formaL—edUtatnonal plannlng

“Without - prov;5|on for |ncent}ves or attractnveness of training, it
wou ld be dlffncult to attract the attention bf the people invoived.
Thig is fundamental to any society based on private enterprlse
personal freedom and democratic |deals ' v

.For the purpose of proper sdentlflcatlon of actual manpower

v needs, a planner requires knowledge of the ‘past, and present, and

should be-able to see how the future will differ wi th respect to the -

occupational structure of ghe total labor force. There is no hard

) and fast rule with regard to the method of identification of manpower

But in the areas of non-formal educaticn we

; needs in a given economy.

clearly see five distipct problems ‘of manpower analysis in LDCs.
They are as

B (1)
‘ ' (2)
‘ (3)

follows: \- = - : T
statistical data éither unavailablé®or unreliable; -

lack of trained local personnel;
lack of apprecuatlon of the systems analysls approach -
in educatiopn; - - '

. . v
’

unantlc|pated_agd/non-marg|nal changes- in manpower
needs; .

. (%)

-~

lack of recogmition of non- formal education as a way
‘of learning. L : .

Although the fnrst four problems can also be related to, forma)m
educatlonal plannong, the problems are less serious in, the case of
formal education because it has been falrly well developed in: LDCs

- alond similar lines to those in the West.

e

Further, the capacity of

. the 3thools, colleges, and universities are‘known; afid.objectives
. \ ’ .

-~
fe ’

—
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can also be cleari9 deffned Thus, desp:te the dlfflCUItleS‘ solvin

the problem of prospect«ve shortages and 5urpluses becomes/compara-

-tuvely easy in the area of formal educatlon oThus, in advanced ,

©
countr.es, there are several,"ways one can make manpo~er.forecasts for

¢ .

*
purposes of ascertasnung needs for education. . ’

«These 1nclude askang enn;ogers “to estlg;te prospective require- ' -
ments.; extranodatlng past trends-in the growth of the h X :
pro*esszon,‘ ahd correTatzng the number of employees in the )
occupation with total cmyloyment, populatidn, per-capita or .
reod totaT natioral® income, Qr some other such varidble, using the Lot

reﬁress’on equations thus derived to éstipate the total stock’ N

of ‘engineers needed as of the’ forecast date. This guantity . .

15 then conoared with a forecast ‘of the supply of engineers .

.as of that date, ca'lculated on the basis of the current stock |

withdrawals', and inflews from exzstxng edulatronal Ynstlt:u--

-t ons Prosrective skortages or surpluses are thus :dent:z 1ea.3l
k

d Sone of the technigugs can’ be used prof‘tably in forecastong the man-
powér requnresaﬁ*ské{om non-formal educatnon

.
.

P

.

T At this stage this manpower reqU$renent approach in non-formal

»* education has to be distinguished from socnal demand approach. Social . ’ -

. e,

demand approach is essent|a11y concefned wlth the concept of éducation . .
“based on ‘the goal of nmpartgng SOne measure of educatvon to alt lts
citizens. ln LDCs such as lndna Pakastan Bangladesh, and Chnna this ¢

approach is gannnng popular:ty SIMPIY¢b£C8USG bf the fact that the

»
3

desire for educatnon is constant}y incredsing. But the prob]em arises )

because "the avaclable funds for education are becomnng relatively

32“ [

. ‘scarcer day by day.in these countr:es, . ) .

) . f e . ) 7 _. _“‘)5:.——--— s * { “.
v i Systems Analysis in hon-Forhal Education ..
¥ X r . . ] . e

. . . S . .
The term ''systems-amalysis" has recently been wldely used. . !

The metﬁod is designed to éééis; aecys:on makers for Tcng term

perspectnve plann4ng Thé concept has been wxde;} used in defense < .

Plannlng 33 It :s def:ned as T ) .. ’ e
. . N B . F

An inquiry to azd‘a decrsion maker to choose a cours$e of

X action by systematzcally investigating his proper ‘oBjedtives,
conparzng quan*zcatzvely where, possible costs, effectiveness “\
and risks aSSOczated with the alternative polzczes.or . ) o )
srrateaxes for achzev'ng .them, and fornmlatzng add;tzanal . . '

-
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'terndt'"as if those exam:ned are found wanting. Systems
l;s‘s-*en*esents an approach to, or wa F lookln at,

v, zi g
tormplex . problems of choice under cerra:nty.

wm

* =+ Awystems approach in non- formal educatlon‘is needed not only -

-

for evqlvidg an appropriate strategy, but also for manpower analysic

in non-formal educational planning. : L.t

‘ Systems analysis. in edqcation is éssentiallf concerned with .

35

>
total educational effort in a guven society Non-formal educatlon
a part of the total system of educat:on, cannot "and should not |gnore 4

thé role of :choo!s uﬂ'versntnes, technical. |nstrtutes, and the ) : ~

“z e~plo>rng insfitutions which may provide faC|J|t|es of traunung on the -
* job. The —ain advantages of the systems approach to education are '\ﬁ>\\\

as, follons: - . ' ~

N -

1. to get a total.picture of demand for educatlon in .- \

', a given community, thereby enabl:ng the pdanner for
o non-formal education to know the magnitude of tasks
- to b® performed by the non-formal educational

. sector. .
. 2, to know the total supply of educatsonai resburces--,
v human and financial. “. -
. - .

3. -fo identify the. total "manpower requirement

4, ‘uto identify the total "absorptlve capacnty" refergi
- °, to a country's capacity to Provide some kind of S ) :
) "~ employdient for persons with seme educational qua]ufn- N
N . zqatnons--focmal or non-formal.

. -

T
.Y S . 5. _to establish closer linkages among dfoerent'buman
: xgsource developvent agencies; thereby giving an oppor- -
- . tutN1y ror.conSraereng alternatives of training programs
- . fe.g uhe{her pre-employrent craft training should be :
A . given in’a formal techdical school or in an employikg - gt
establlshﬂent on the job). o -~

C . 6. to avoid duplicatioh and.-multiplication of educatnonal .

‘efforts so that. scarce resources can be used more -
effectively and efficiently.

~ ~ ~ .

L 7. to detect actual and pdtential d1stort|on in the sys- °°
. 3 ) ) te~, thereby enabling &ne.p]anner to consider measures g
. Yo rectify the dlstortlon v .. - -

This 2

stems anainIs auproach in non formal education is

highly complex. \ In LDC< thxs c0ﬂp]ex|ty arises partly because of the N

prob!eﬂ parﬁ?ynbecause of acute, shor:ages of \ '* ’

~ A -
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.skilled personnel .in this-aréa and partly because of the lack of

- information and effective communication as well as paucity of statis-

) ‘ tical‘daté: Also, when non-formal education become§'“systeﬁatic” it .
tends also to become somehow ?of%al. Despite this, effort shouid be * (*
made to apply systems anaiygis in non-forha educatiéhal planning, _.
because'fhis approach wntl not only highligh the various areas of

concern but also offer d:f‘erent alternatives. Jhis A4i ]l facilizate.

36

the decision- making process ahd certaxnly help reduce wastage.

» .

{* . Sunma;§ and €onclusions 7
1. Desp:te the great diversity of forms, planning implies a

_ cons:;ous effort 1o exploit the available resoarces--Both human and
f:nancaal--to attain certain more or less speCAf:c obJectlves. The

degree o? sbecnfncxty frequently leaves ouch to be desired.

- ) . ’2* The current interedt in non-formal education is essenti
- a phenﬁmeﬂon of the 1970s. Any definition of -formal.educational
pJannzng npst have the following fnve d:se:nct‘§af\s, elther :mplncutly

.

er explxclaly

\,
- NI
ra X 3
“‘§<?$§§§t 3or by drrect:on.;-as for approaches, we may 1reat non faorma

as a sector of d?érall soliety or a sub seg&or wlthln an e
A ~ T .

secgor. . ' ;

; A G;ow h and. deve)op‘entoare dIStInCt ities. j
5 . is now inereas.ng y Fegarded 2 vntal c0ﬂponent ot c growth
and develogment. But fayestmedt in non-formal edutat:on can have -

; e £ U
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advantageé over {nvestmen{ in- formal education at least in two ways}
First, it ‘produces greater flexibility and-adaptability within the

. social and insgitutibnal framework; second, it is better suited to
fili up the gaps of "critical skills" needed for development. .These
efférts are Iikeﬂy to be ''less time consuming and less costly."

5. After mak;ng a comparative.anatysis of the characteristics

of inveQifEPf in formal and in non-formal éducation, it has been

L -
found that investment in man through non-formal education is perhaps

less complex. The following aspects of non-formal education have

been discussed:
“(a) strategy plannihg;

. (b) manpower development in non-formal educational planning;

S

. {c) systems analysis

As for stfategy, we have developed five general principles of
» LY
strategy as follows:

-

1. principle of need (i.e., éstablish need or ideﬂ.ify
. the area of concerp); !
2. oprinciple of consi

tency {i.e., internal and external
harmony) ; )

BN
" 3. principle of reciprocity (i.e., making adequate provi-
s sion for carryipg’ out,activities arising out of

- imptementation of tﬁ% project); °
b4, princ}ple of efficiercy and productivity (i.e.,

avoidance of wastage %nd better utilization of I
. e .~
resources; i

‘5. principle of universality (i.e., taking into considera-
tion actiom of sociological, political, and anthropo- -
logical -factors in .addition to economic factors
wherever possible). . .

as one of~the facets of non-formal education. We find five distinct
problems of vanpower.adélysjs in LOCs in the area ofhnon-fqrmal educa-

tion. They are as follows: -

. 1. lack of sﬂét?stica! data; - - A

- - . b

2. lack’of trained native personnel; ,  *
3. lack offappreciation of the systems approach-in educa-

tion; ' L ; ® '

Manpower deyelopment, utilization and mainteni,e, is treated

.
.

”
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b bncertainty in ascertaining the manpower need; -
5. lack of retognutlon of non- formal educatlon as-a mode 5%
of Iearnlng ) . ‘ !

Lastly, we have seen that systems anal?sis approach in educa-
tion is concerned with the total educational effort in a given society.
Non-formal educagjon Is seen as-a vital ‘part of the total system of
educatton. As such, activity in the area of non-formal education must

k%?ingo account the activities which are 'going on in formal schools,
Qﬂ?ﬁpa view to get the advantages as follows: ] )
1. to get a total picture of demand for education; .

2. to get a total picture of -supply of educatlonal resources -
--hunan and finaicial; . { -

10 |dent|fy the total manpowér }eguirements;l

4 . .
to establlih closer linkages;

3
4
. ' 5. to avoid dupligation; & "~ ;_
6. to detect actual and potential diétortion\in the system. : )
Taken all in ail we, see that non-formal education, if
pxoperly planned~ can play a.decisive role in human resource develop-
ment not only in advanced countrles ‘but also in modernuzung .

economies. such as: India, Bangladesh Nigeria, and. Brazil. Ueve!opnent

experience has, shown that. nost of the plans ‘in LDCs have failed due ,4’/(’—~\ ]

to nnadequate nmplenentatnon. This is a very important lesson for
those concerned with planning the non-formal <€ducation sector. Non-

formal edutational .plan®iing is in its infancy, but we see its.great

L

.
.
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appllcatlon to non-formal

CHAPTER VI .

SUMMARY +AND CONCLUSIONS

.
€

Trends and Issues in the Ecqnomics of Non-Formgl Education is
simultaneousdy d}screte'and continuous. It fs ''discrete'" in the sénge
that it comprises distinct sections, each of which is intended &0 be
indepéndent of the others with its own objecfives and related anély: "
sis. It is’ contnnuous in the sense that all sect}ons together  *
present the reader with an integrated view of the econom:c aspects of‘
non-formal gducatnon. ] .

‘This is a'descriptive analysis in which | have adopted essen-
tially @ theoretical gnd poliéy.approach. The data and sources used.
are secondary. The underlyipg hypothesis to be examined is that
ﬁbn-fggmgl education can substitute for and/or éomplement formal edu-.

N » —-————’_'—_—_-‘ »
cation Both in more and less _developed countries. Chapter 1l

demonstrates that non-formal gducation can be an acceptable alterna-

tive to formal education. A ftheoretical framework is developed

N
\|nd|cat|ngtheprob1ems involted in investment criteria and théir Ak_)//

cation. F’nally, the need for strategy ° ,

of planning the nqn-forma

. g\
, - ——27An Int;;:EEEEISumm*y

Non-formal education is heré defyned as a '‘conscious'' effort

&ducation sector is discussed. 3

to utllnze the educational resources (human and financial) usually

outside of formal schools to add to the total learnnn§\eggorxunlt|es

"available in both ''consumption'' .and 'capital forming" aCFJVJ
3 given cgmmunfty. The main'feature o6f non-formal education is th
léarning and.work experience are closely related so that motivation
is maxnmﬁzed because of the.evndent link between learnung and reward

This is digtinguished from learnnng assoCnated with formal schools.’

Thns is also distinguished from pre-school, family learning situations '().
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which may be called "informal*® education along with learning associ- - ™. I
ated incidentally with exposure to the physical and social environment .

- A}

One group of educators views <ducation as _a lifelong, continu- ..
ous process, and it follows that non-formal and formal education mu§t ~ *
co-exnst Another school advocates ''de~ Schoolnng socnety“ or the

abolutlon of formsl educatnon Schools are said to create social | S 7

discrimination and iNequality, and to require conformity. . Economists

<an view non-formal education either at thé macro<level |nVOIV|ng " T
) o the study of. the in egrated system of non-formal educatjon or at - ) 7
micro-level involving an analysis, of 1ndavndual _programs. N L )\\\\\\
. thapter 11 demonitrates that non- formal education cag be an,
eTfectfve alternative to formal education. A number of relatuonshlps_A ) SN
’ L)
P gp‘,
is considered such as those between cducation, and emp10yment between il
demand for and‘g;pply of skills/both at mucro and macro-level. This = -
_ demonstrates nany funct:ons for non- formal educatnon particularly iW"i -
filling manly. Iacunae which | have chosen to call “gaps’“ Cross- S . R
* elasticity oﬁ de%and is considered wh:ch measures the. price-quantity z
relati nshnpé between two products, e -2 the relatzonshlp of a rela- -
tive Phange in the quantity of non- formal educatnon taken to a'
ive change in the price of- formal education. - The demand and 7 " © -
priyce relatlonshrp between formal and non- formal educatxonal output .
re expianned The role of non- formaleducatlon is co sidered with
respect to n|ne Mgaps' and its capaC|ty to reQuce them~ ]
<\e job gap etween education and work experience -~
. resutting in Raximizing motivation (i.e., job gap);
. . 2. the wastage. of \resources resultnng from dropouts by . ot
. ) providing altefhative institutions of learning (u <
. ‘ -efficiency gap) . x .
' Lt 3. the pressure on formal schools thereby helping to . ' R
W, T e |mprove the gquality of education (t. e., demdnd and - :
- v supply gap),. , o =
: ,“v . L. the pressure on Schoals sQ that‘they can c0pe WIth the . Lo S
- : tremendods growth of schod1- age.populatson (l i ) ~ S
- g populatlon gap); . . .
.- . 5. the rate of rural ew1grat|on to cntles (a e., wage . [y
o . gap) - . . .
. ) . . - . ®
’ Y * N ! ’
. O ~ &,
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6. the social ineguality and. dxscr:m:nattOn in education - -

~ ]

(i.e., equity gap); 3 P

e 7. the rlgidity'and bureaucratic -drrangement of the
schools; the diverse nature of non-fqrmal educatjon
. : préograms tends to be more adaptable to educational :
A innovation and change (i.e., adapfability gap);
‘ ~ 8. >*the supervisor's difficulty in assessing individual per-
. - formance on the job since the worker's skills are
. L ’ likely to outrun supervisor!s (i.el, evaluation gap);

B ~ 9. the expectatlon gap which is reflected partly in,
migration flom rural to urban areas, and the purSunt of

. - education for jobs which are not readily available

. A(i.e., expectation gap).

Thus the non-= forma' educatlonalksector if properTx‘planned . ..

~ " can offer more than an alternatlve. By ltS d|ver5|ty, non- formal

ae -

educat«on can‘be a dynamic factor in manpower development, utilization; _

and marntenance.. The economic and social "theory of non- formal educa-

tron developed hére i's a ficst step to explaln the dynamism of I ,,.
: non-formal- education in the hope that others may be stimulated to .

o) ’ 4 » » L
further investigation.

. B Like the output of formalleducation* the output of non-formal - .

\educatnon is also a .complex social product Jn both there exists
the dnffaculty of separating nnvestm nt, from consumptlon expend:ture
But unlnke»formal schoolung, non- for 1 educatnon does not generally
|nvolve a long gestation period s;nce it produces an output which is O .

usually.task speonfnc. This makes the analy5|s a little easier.

@]

But the problem of appl?catnon of |nvestment'cr|ter|a to, educatlon
is formidable:~ The |ntang|bles/plague us.. But deC|S|ons have to be -
made--both with respect to the allocation of resources and their

~ -
- . NS ..

\ ! efflcnent management - Despite the difficulttes, cost-henefit analysis

L and cost effectlve analysss ark useful in the sense that they brlng , .

"an element of obJect:V|ty- Costs are relatnvely simple to handle, but

20 . < the beneflt estlmatnon presents ‘a problem of sersious nature. "‘ ‘ . -t

<

I

« B 2

of fhe role o§-non farmal educatlon in human resource development y

» which |s def|ned as theprocess of lncrea51ng knowledge apd the 9 o

>

Yeritical skidls" of all_the peoplesin a society for social and - - RN £

. -

l . R * There is, howevers an |nCreasnng awarengss ambng economists ™
|
l
|

[\

- . ~ Z

» . -, ~ . >

}.]E[{j}:‘ o lr} cooe 1:&35)* ‘ . .‘ " o : ) ' .
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economic development. But a part of the' non-formal education, especiaf]y

. - Mon-the-job" training, is explored in’ some detail. Machlup identified
three types of on-the-job training: (a) on-the-job training from
experience, (b) on-the*job training under guidance, and (c) off-the-

éjob training inside the factory. His concept seems to be too narrow
because he excludes (a) from on- the job training. Despltq certain
Jimitations; Becker s discussion of on-the-job tra|n|ng (1. e., general

"}alnnng useful to firms besides those providing for it #nd specific
traln;ng intended for the fpﬂhs prov?dlng for it) is very powerfal; ’
s .

- ~it may prove-to be a critical breakthrough .in the development of a . .-

useful theory of on- the‘ﬁob trannnng ' .
There' is additional scusa;on of rates of seturn to noh-" )
formal education. Little empirical work has been done on this, although —

several attempts Have been made to calculastg, th;frate of return fro .

formal schooling in the U.S. Both Becker, and MR .a;ggy rates of

| .
return on lnvestment in on-the~job trannnng and pr vaﬂe an Pnbvatnon"

in humanjcapital theory by seeking to treat ‘the Wd eful life! of the
0‘

lnvestment, as fixed physical assets are treaézﬁ; There are' many :

im erfect|0ns in the procedure such as Mlncer s umpt40n of constant
p R §

rate’ of return to investment nd further his faqlur o adJust for
differences 'in native ability and home backgrounds |n h|s caTCqJ jon’ .

‘ of comparative rates of return. . . .
The appreciation or application of investment criteria,. \ -

\

-

LI . . :
, however difficult, aids in the efficient allocatlon‘and management

) o " of scarceﬂresourceé The fnnal chapter deals with plannlng It is

* “linked w:th the preceding dis¢ussion because appr0pr|acev|nvestment .
crnterla are extremely lmportant for pdanqers The_ p]annnn tof the )
non- formal education. sector, a contnnuous process, is= del“ﬁerate g

. attempt to utilize the available resources usually-oh¢sud;\of\the

formal school system in order to achieve certain. specific wall deflned . .
obJect:ves, to lnclude{frna}ly a means of eva]uatlon « For: pTannlng . R
purposes, 1Gh formal\educatuon i's seén as a vital part of the total f
L‘ ssystem of education so that a \~pkage is establkished and waste L ]

N - . dvoided. 1in other words, planners should adopt the ”systems analySts

-,

approach“ in educationa‘ plannlng S 4
. . . - .

~~ B
A Text provided b e s 4
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But -sector plannnng also calls for a strategy of plannxna
whnch should at least be guided by the followung five principles: F

1. principle of need (i.e., establlsh need or |dent|fy
the areas of toncern); . v ) .

2. pr:nC|p|e of consistency (i.e., maintaining a balance’
between internal and external harmony) S r

+«w 3. principle of reciprocity (1 e., making adequate provn-
sioh for carrying out activities arising out of ~
% implementation of the project);

' 4. printiple of efficiency and productiv}ty (i.e., avoid-
ance of waste and effncnent utllnzatlon of résources) ;

5. prlnC|p|e of unlversallty (| e.. takipg into considera- .

"~ 7', . tion of sociological, political, and anthropologicak
factor’s in additign ;to economic factors whergwet g
poss:ble) ) - - S g» E o
¢ s v“ . ‘ . 3 ' p. % .
. MaJor Conclusions ‘and Flndungs ' ) .

1. Both econom4sts and educators can view non- formal educataon

at enther the macro-level or the mxcro Ievel

- 2. The appeal of Qon formal educat1on is understandabty great
both in more aud Iess‘%eveloped countrnes. Thls appeal has.solid

theoretical bases and the analysns contr’butes to deveIOplng an

i N -
economic and soclal theory:of non- -formal educatlon- : R s

"

3. The substwtutabllttles and the c0mplementar|t|es between

- mon-= formal and formal educatlon can be explalned with the help of

cross- elasta&nty of dema\B < That. is, when .non- formal educanuon becomes

a close substntute to formal education s&ffar as the salable sklll in

the job markef |s.concerned _the demandafor non= forma] educatlon is'.

likely to up with the increase in the prlce of forma) edbcatlon
jSuppose auto mechapics can be traimed either. in a formal schoo] or

in th nelghborhood garage, and they are close substltutes for each

other: Wsth fhezncreasein the wages oq formar schodW mechanlcs,

-

’

“

ceteris parzbus,'fewer Will be employed. Then the demand for non- 3

ermal éducation meqhanlcs tends- to. |ncrease This increase in’ demand
" for non-formalQedUCatlon mechanlcs wnll lead to hlgher _wages. Ine

7/
{Eher words, wages to both formal and non-formal enuca on outputs ‘

Wil move in the eame direction if they are suhstbtutes. fbe .

' . . . Y. » +
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\ s .
reverse is the case !f they are complementafy to each other. If the

non-forma | educatlon programs become the complementary source of

supply of sknll in the job market, the demand for non formal educatlon'

witl |ncrease with the increase in the demand for complementary formal
s . - -

education. . . :

*

k. If the factory turns into a classroom {ifdstead of the
classroom into a factory), a better-labor and management relat1onsh|p
may _enferge., The laborers wull be. benefited by the greater opportun:-
t|es to acqu1re skills necessary for promot-ion or hlgher salary

Management ‘Rill be benefited by getting ‘more committed” labor. This

4
may lead to a lower labor turnover. , H 3
’

el
5.. There are conceptué#kérbblems |nvolved in cost and beneflt

eStimation There seems to be little consensu$ among ‘economists, on

. «Certain basic issues such as apprOprlateness of the interest rate to

dnsc0unt long term publlc :nvestment the length of the obsen&ation
perlpd, the approprlateness of the tontrol group, and defqnltlon of
‘social asts and benéf:ts (i.e., externalities). The problem is
further |complicated by “the fact that non- formal educatlon output is

3 compl X socnal-product Cost benefit analysis, however pr0vedes

ad ele nt of ObJeCthtty in the decnsuon*maklng process. ‘ §

-

. \ ﬁ. In the case of formal schoollng, earnlng and learnlng do
not usudlly go together, add’ the income stream is negatlve durlng
. the years of schoollng as a result of forgone |nc0mep and tendggko .
//be positive durnng the perlods of earn|ng " In the case bf non-formal
'oducatnon' learnlng and earn|ng may generally go’ together In-some
cases, leatn¥ng becomes . unavoldabie JnvoIV|ng no marginal costs..-
-Even’ |n fhe case ase of. offivﬁé-job tralnlng or on- the job t?ETnlng

(general and specuflc) earn|ng and learning can concerabry g0 .

togather, and the income stream may be poslt?ve This is a signifi-

‘. - - - -

» 1 ¢

Cas

cant differe e. .
7.) The d|fferences between the genéfal and. spec:flc tralnlng

* > on the job are already expla*ped * ‘The ftrms may be encouraged to draw
i .

up- a geﬁeral tralnxng lhrough flscal and monetary |ncent|ves, as. the

%

’

-

>
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expenditure on such training {whether or not they are actually borne
by the laber force) generates economies external to the firm.

‘8. Unlike a dam or steel Till’ it is hardly possible Fo;’
éqlsglate the rate of financial return on a non-formal educetional
proje;t because of the difficulty of'§eparating social, cultural,
political, and economic aspects of the non-formal educatipqal\product.
.But if the objectives of a program are defined (if possible, in \
‘behavioral terms) and priorit}es determined, at Ieasg the first

in non-

’

requisite for computing the rate of return from investment

formal education has been met. )

L}

9. A plan of the non-formal educationat seéctor may. be

evolved by a relatively small group of well trained and exper jenced

economic institutions. Imp\eémentation »ust be seen as an jntegral

part of the planning process. |

| ;IQ. The investment in man through noq-formal education pre-
sents Ié%s complexity“comparéd to. its counterpa}t in formal education
in that its objectives are more specific.and narrower, fhus, increasing

o .
the likelihood of meaningful evaluation and measurement. T .

_ ‘ .
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