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EDUCATTIONAL INVESTMENT, RURAL PRODUCTIVITY AND RURAL-URBAN MIGRATION:

by
Peter N. Hopcraft
Abstract

The evaluation of benefit streams from educational investments
present particular difficulties in countrics with chronically distorted
wages in the "formal”™ urban sector and rapidly changing supply~demand
rclations for educated labour. Particularly problematic is the gap
that opens up between the private and the social payoff to the invest~-
ments and the conflict over both the quantity and "mix® of different
forms and orientations of education in any cxpansion of the system.

The private returns generatc the political pressure; but the social
returns should prcesumably be considered in any economic rationale for
the investments.

Thesc notes; with the hclp of a simple migration model; lcok
at some of the issues connected with the estimation of educational
benefits; and conclude that it is rural and agricultural pursuits, into
which the increments to the educated labour force are going to have
to be absorbed (despite whatcver they hoped about an urban wage job),
that must now be examined with respect to the payoff of educational
expansion. This conclusion follows from the reguirement that we concern
ourselves with the margin (i.c. increment to supply), and with social
rather than private returns.

These somewhat random notes were written in response to a last
minute rcquest; made in the short hectic period before my departure for
a year to analysc a large quantity of data that might shed light on
some of the above gquestions. They undoubtedly bear the stamp of the
innumerable interferences and preoccupations that inevitably characterize
such a period.



A large part of the justification for the rather massive investments
that are being mede in the educative ficld is thet they will pay off in
real economic terms. There arc vearious ways in wihich this payoff can be
garnered by an cconomy or an individual, but fundamentally they rcquire
that the person educated have-a job (with job defincd to include self
employment ) and, as far as the economy is concerncd, thal he be more
productive in that job than he would have been had he not becn the
rceipient  of the'educative investment. It is,; of coursc, pessible for the
individual to rcceive his payoff by using his educ.tional attainment to get
kimself a higher paying -job than he could otherwise have acquired, despite
the fact -that he is no more rroductive in that job than someone with lcss
education. or than he would have becn if he had not had so much cducation;
herc, indced,; is onc of the arcas or-market failure which motivite the
cnormous private, pressurc for morc cilucution; way beyond the point at which
it ig justifiable socially. An undorstanding of this diver:wnce botween
the social and private payoff to clucwtion is crucial to investment decision—

making in this arca. We will return to it anon.
By wvirtue of the factrthat it ic rclatively cheap and easy to cxpand

school output, ani exponsive and difficult to cxpand employment to keep

pace, an increcasing prcportion, and ccrtainly an increwsing number of school

]

cavers face "unemployment in the sconsc that they will not. be able o getd

the sorts.of Jjobs they would like..and for which their  schooling has,; at

lcust in terms. of coxpcectations, spreparcd them. T this definition of
unemployncnt is accepted, an. it is certainly the definition implicit in a
good dcal of the discussion of this issue,; then the main cffect of . ...
acdditional cduc.tion is to swell the ronks of the uncmployed. o the

extent that the additional school-lcavers that do not iind the employment

they arce after persist in a fruitless soarcihr for an fappropriute™ job,; both
they and society are denicd the payoff of their education, ond to tﬁé cxtent
that their cluction makoes them persist in unrcealistic job~hunting and turn
down agsriculturl or other employment wherc their m rginal procduct could, at
leust; have exceeded zcro, both the priv.te Ln’ public returns to education
arc negative, and cducation.decs indced increasc uncmployment. Society's pay-~
off may bcecome substantially nesative if thesc educatcd uncmployed become more
disruptive or capable of cxtractin. morc in terms of consumptien gocds,

services and amenitics than they would otherwise have boeen. -



Let us assume for the present that the former kind of negative
payoff, resulting from the greater propeusity of the educated to persist
in unrealistic hopes for "modern sector” employment will not continue
indefinitelyal In other words, whilc there will always be an urban pool
of hopefuls (whose size; for given migrant preferences; is generally
thought of as depending positively on the rural-urban wage gap and on
the probability of finding an urban job),2 the vast majority of school
leavers will eventually end up in some sort of employment in the rural

areas.

For this group that does take up rural employmcnt, the necessary
condition for a positive payoff to tiieir education has been fulfilled:
they are involved in some productive activity, they have Jjobs. For that
condition also to be sufficient; however, depcnds on this educated
group being more productive in the jobs they have than they would have

been had they not been the recipients of the cducation.

The major contention of this paper is a direct consequence of the
arguments presented so far; it is as follows: the economic rationale for
expanding education, and the direction in which society should; from the

economic point of view, cxpand its educative investments; depends on the

payoff, and the relative payoff to different types of educative activities,

in the rural areas. The rcason is simply that the vast majority of the

increments to the educated labour force resulting from these additional

investments are going to be employed, if at all, in the rural areas.

It should be noted that the contention is obviously not that all
educated people will have to find jobs cutside the modern sector; the
contention refers to the margin, to the educated labour force increments

that are the product of cxpanding the school system. But it is the margin

1

I use quotations for modern sector because of the view that it is

a non-indigenous subsector of the modern sector +that seots tlic aspirations

in terms of wages in urban employment. The "informal®™ urban sector, generally
low in wage and sparing in ii's usc of capital does not lend itself in

the same way to dualistic model building, that generally reclegates it,

in fact; to the other (“traditional", "subsistence", “rural® or some such
tﬁle) sector; despite its far more indigenous; and perhaps less amachronistic,
characteristics. With this brief apology these notes will, albeit shame~
facedly, follow the dualistic approach.

2

See Harris and Todaro (1968) and a long line of migration models since.



that must be examined in any attempt at rational investment decision making,
and the educational scector is certainly no exception to this rule. The

fact,; for instance; that our schools have madc, and continue to make an
enormous contribution to thc dovelopment effort, providing the economy

with the educated manpower which is essential to the functioning of the
entire productive system; is; in itself; no argument for expanding the
schools. It is particularly no reason for expanding the schools if the
payoff to the additional investment in school—leavers is very low or
negative. The rationale for cxpanding the school system must be sought

in the area where the additional school-leavers; resulting from the expansiong
will be employed, and in the d.fference their educational experience makes
to their productivity in that employment. The overwhelming weisht of
evidence that the existing school system can already oversupply the needs
of the modern scctor by a very large margin, certainly at the primery
school level; and that the relative rate of expansicn of school leavers

and modern scctor employment is such that additonal school-lcavers arc
going to have to return to the rural sccior, is now too well documented

to bear repitition.. An cxpansion of schooling is going to result in an

expansion of the number of school leavers who enter agriculture,

One of the most striking findings for anyone who looks at data that
include both educational level and some indication of employment history
for rural people in Kenya is likely to be the marked association betwecn
any form of sciooling and,; at lcast attempted, mizration out of the rural
area and into wage employment? Perhaps the most familiar historical
characteristic of the school system; at least in terms of the expectations

of its clientele; is its orientation away from rural and

3 In my own survey, "piggy--backed” onto the Small Farm dnterprise Cost
Survey of the Ministry and Finance and Planning Statistics Division, all of
which has yet to be analysed, the association was very evident, even at the
data coding stage. The main survey, which contains detailed economic data
gathered in twelve monthly visits from a sample of some 1,700 farms through-
out Kenya, together with the additonal survey which was desizned to

discover the human resource characteristics (i.e. the schooling training,
extension cxposure,; farm and non~farm expericnce; etc. ) of thc farm decision-
makers concerned; will now be used to answer guestions about the returns

to different types and forms of cducative investment in the small farm sector.
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agricultural pursuits. There is,; in fact, a conziderablce history of parcntal
antagonism to any efforts on the part of cduc..tors or school reformers 4o
rcorient the school toward rural concerns and occupations. The educ.iors
have frequently rosponder. to this antaronism with the implication that it

is highly irrational. It is now cmerging, however, thot the migration
decision has often been a very rational response to the incentives as they
exist for the potential migrant, especially, as we shall sce, if hc has been
to school. UWheother this orientation to education is rational from a social
point of view, and cven whether it will continue to pay ofi privatcly, we

will now discuss.

To facilitate a discussion of the migration phenomenon and to permit us
to look at the effects of cducation (i.c. schooling) on thc principal variables
in the migration decision, let us formulate, in arossly oversimplified fashion,
the calculation for (e.g.) a school-leaver who has the choice of either

4

staying and working on the farm or misrating in search of an urban job.

Let us, theny, cnvisage a potecntial migrant who has the option of going
to town and sponding a year hunting for a joby; at the end of which time he
either suddenly finds a job with which he stays,y; or elsc comes bhack to work
on the farm. His othcr option is, of coursc, to remain and worlk on the farm.
At any point in timc he must comparc the anticipated prosent walue of the
income (recad utility) stream, Vl’ thati. he expccts from embariing on a job
hunt, with the valuc of thc stream, V., tuat he can expcct on the farm.  If
Vl and 72 depend on the migrant's timce prcoferenco rate; r; the urban and
asricuitural wagc rates, Wu and Wa, and on the probability; P of finding an
urban job at the cnd of the ycar, failing which an agriculiural job can be

taken up; cither job being kept up until year T, then:

4 Connoisscurs of misration modcls arc going to miss 211 the trimmings
and refincments that bring the models closer to reality. This one can not
cven boast a frosting, let alonc cherry and candles. Migration here is
instantancous and costless; the coffects of differcntial amenities are ignored,
the rural job is always rcady and waiting and the urban job is an all-orw
nothing proposition at thc¢ end of a year's scarch. There is no room for
informal sccior urben employment or half-way houses. If a job is found it is
neld at a constant wage until -year f; ihen the worker prasumably drops out

of the labour force. Perhaps most seriocus for our purposes, this initial
formulation docs not allow for differenccs betwceen migrants. We discuss the
relexation of this migrant uniformity assumption later and particularly the
desirability of including cducational subscripts; but cven that is not
treated formally hcre.
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At any point, it is worth continuing the scarch for an urban job if

T,y V., i.c., if:

PWﬁ@ + (1-P) Wad ) Wa + wad whcre d = §;~(1 + r)“t (3)

or PA (W '~ W) > W, (4)

orP > a_ (5)
d (u a)

To shed morce light on P, the perceived probability of finding urban
employment above whiclhi a migrant will be motivated to stay in the pool of

urban job-~huntcrs,; let us notc that

T B __T .
d= S (1L+2)" = A (L ar) (6)
L1\t 2 T
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Subtracting: d - xd = x -~ L g (1-x)



an? that if r is positive and T is. largo, (1+r) can safcly be isnorcd.

d, thcrefore, boeomes

<L
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Using the above in (5) we ges that the job~huntor will not be

motivated to return home wirile:
P\ a or P > Tw W (7)

u a’ Al ’
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the probability of finding a job iz greater than the rate at which the
future is discountced; over the proportional urbaan~rural wass gaD,

which we might call ..

K
I

It is perhaps surprising, trying out somc Jlilzely Tirures in the above

incquality, what a low probability of fiading an urban job will still

grants to maintain tii¢ scarch. If thc urban wage is only twice

S

attract mi
the rural, so that g = 1 then the indiffcrence probability", that
probability of finding an urban job which leaves the migrant indifferent
between searching Ffor one for another yeo.r or going home (ignoring transport

costs), is r, the migront's ratc of time profcerence (intcrest rote).

For a given wagc gfgap and a given perception of P, it is clearly r, the
impaticnce fuctor,which equilibratces the number of migrant job applicants. .
One might think of a migrant with an initially low r; considcrably below the
perceived P; huntinz fruitlessly for a job, wearing out the-welcome of his
kingand finally using up whatever resources he h.s. Over this pcriod, r, his
timc prefirence rate for cash,; must climb quite steeply until it is clcurly
above P, at wiich point hc gives up the search, gocs home and tries his hand

at (precsumably available) rural cmployment.

Th.c other mechanism explaining the rcturn flow is, of course, a
changing perception of P; the probability of finding an urban job. A migrant
M3y, in the initial stagces be guiic sanguine about his own prospecis, his per-
sonal pcrception of P might be quite high. Again, aften a few yeurs of
being turncd down and met with “halkuna kasi¥ (no work) signs his perception

of P might be considcrably lowor.

6 His objective P might of course decline as well over a period.
Enployers are oten (understandably) chary about taking somcone uho has beon
out of work for too long.



The circular flow of migrants to and from town can be thought of in terms
of a stream of pcople for whom P>~——~ coming from the rural areas into town
where, for the unsuccessful ones, P declines and r increases until the

indifference point is past and they return to the farms. (see fig.l)

migrate indifferent return

Per time
23

Fig.l. The Flow of migrants to and from the urban areas (drawn for the case

where w_ = 2w_ )
u a

Turninzg to the urban-rural earnings gap; g; it is clear that for any
P % r, a greatcer g will decrease the right hand side of inequality (7) with
the ohvious and familiar result that the incentive to migrate or continue the
search for an urban job is increased. Tor a given r of, say, 10% and urban
and rural wages of shs.l40/— and 70/~ per month,; respectively; the perceived

probability above which it would be worth continuing to hunt for an urban job
10%

would be (140-70 = 10%. If Wu s the urban wage rose to shs, 210/— per
70

month; with r and Wd remaining where they were; any probability of finding an
urban job above 5% in a particular year would motivate a migrant to stay in

the pool of applicants.

We must now ask what the effect of education is on our prospective
migrant and his calculation. The two clearly identifiable effects are on
py the probability of finding a job, and on the wage gap, g, that he sees
when he looks at the poszible jobs for which he might qualify. In both cases
the net effect of education is to substantially increase the attractivencss
of migration in comparison with its attractiveness to his less educated

fellows.

There is considerable evidence that in Africa as well as elsewhere, edu-

cation is; rationally or not; frequently used as a selection device by



cmployers, even for jobs not obviously requiring whatever ciucation imparts.
The employer, foced with a large number of applicants, and the requirement
that he meke a sclection; can either devise a mechanism for cvaluating and
selecting prospeetive workers himsclf or use whatcver information is already
availablc to perform the sclection. The cowsts or the difficulty of the
former usually . rive thc employer to the latt.r, and the lattcr frequently
involves an cducational record, with all 2ts shortcomings}7 In any ecvent,
the effect of cducation on P is in sencral to elevite it for “thosc
individuals with more education than their fellows. I .is undoubtcdly a
reccoomition of thig effect that motivates; at least in part, the {ervour

for education that is such a familiar characteristic of countries such as

Kenyva.

The problum that is less readily rcecognizcd (whose rccognition isy; in
fact, resisted), and herc again vce have the implications of the divergence
between privatce and social returns, is that whilc cducation raiscs P for ihose
who have had more cducation,; it largely raises it at the cxpense of tiiose who
have had less. OCnc hesitates to be ciiegorical on this topic, but this writer
is unawarc of evidence to sugrest that the expost P for the propulation as a
wholc is significantly raiscd by additional ccucation per se. If (following
Maurice Scott, 1972) thc flow of workers hirced into (wagb or sclf-cmploymcat in)
the urban sector each yecur is H (where presumably, H = h (M) + g (If) wherc N is

the total labour “orcc with h being its annual growth rate and ¢ its quitrate),

4 is the number of applicants who would lilke those jobs in that ycar, and P

- 18
is the average then: P = (8)

While tho P for aay individual is,; rotionally or not, in gencral substantially
elevated by that ind.vidual's educaiion, this writer is of the somewhat
pessimistic and unpopular view that P is not, and that thc nct offceet of

cducation on P is, in fact, likely to be ncgative.

To .cxamine the plausibility of this view we szould briefly lock at the
possible effccts ol cduchtion on H and A. Starting with I, thoere arc tuo
principal reasons wuy the number of new people who find remunerative employ-—

ment in the scctor we arc discussing might be increased by morc wlucation:

the first is that a more cducated populacce micht be the occasion for more

T Perhaps the ultimate irony is the possibility tht e.g. reliability or
physical stength an! academic performance arce inversely rclated and that an
cmploycr will sclect on the lat.er critiria for onc of the former qualities.
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entrepreneurship and therefore bhoth more hirings =nd more “formal® self-
cmployment. While this is a proposition that coertainly has appecnl; there

is prccious little evidence to support it. Marris and Somersct in fact found
that cducation was negatively rclated to entrepreneurship in their study, as
did Callaway in Niﬁcriaa8 One nmight add that there is little in the school
expericnce .that might be expccted to engender entrcpreneurship in the school-
leaving norulation. (Attcmpts to analyse the effcects of cducation as it should
be rather then as it is ana as it is likely to be are implicit in a good deal
of the naively sangfuine approaches to this issue. Rational discussion cf the
curriculum and contcnt of the schoecl cxperience are aighly rclevant here.(e.g.Court)
"If only® types of analysis are not).

L,

The second reason why clucntion might have a positive effect is that the
availability of a more cduc ted work forcc might incrcase the rate of new
investment; raising H. In ¥enya tl.ore lias been someti:ing of a history of idle
investiblce rcsources; suggesting that skilled labour is the bottleneck to
morc rapid growtl; The only question chat remeins to be answered before

concluding .that cducation can indecd r .ise II is whethcr thic schools are
procducing the skills that arc recuircd to complewcnt the investible resources:
Wiat ie noed is skilled; not necessarily schocled, labour. Again, the
average school cxporience is not nccessarily going to meke the applicant tha
much more attractivean employcc for most jobs. While school performance may
be used by empleyers to sort cut the ability levels of a given group of
apnlicants,; employcrs are probably more interestced in school performance as
an an indication of differential intelligencc (i.e. as a selection device)

than the acquired (geosraphy, Trench, history or scripture) knowledge that the

8 One explanation frequently offcred for thesce findings is that wlile
the educuited have opnortunities in the existing formal wage—earnins sector
the uneducated do not. Entrepreneurship is thereforce, in the "marginal man'

tradition the only outlet for their talents. Callaway is particularly
insistent that, entreprencurship is lecrned in the rough and tumbloe of the
market place ond not in hygsenic (or othirwisc) school buildings. Both of
these notions slightly beg the gquestion as to whether the morce sclicoled
prospective cntreprencuy out of waiw employment and in the murket place
strusgle; is any imprevement. over the less schooled once Sec Marris and
Somerset, 1970 ~nl Callawny, 1964.
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school was trying to impart. There iz cven some evidence that the products
of technical schools; many of which go to congiderablc expensc to teach
specific skills,; arc no morc desirable to employcrs than bright “trainablce™
applicanis who have nct undergonc the trainingu9 The training is often not
exactly what is necdcd for the particular job, and in any cvent, some emplorers

recard on-the—job training, expcrience and evaluation as irreplaceable,

To the cxtent that education increascs an individual's P without
increasing H,; the basgic ingredient for Gary Ficld's(l97l)“bumping“ phenomenon
and Emil Rado's (1971) "explosive model” is pruosent. In the pure case of

bumping, a more educatcd worker is preferrcd to 2 less cducated one in
any joby resulting in a continuing stron” private motivaticn for education,
and the entire labour forcc bhecoming more and morc cducated; without too much
effect on the wage. At the point (which I would susnect varics between
fields) at which the present value of the more educated employec's greater
. productivity over his less cducatced forbear is less than the cogt of his
education; the bumping system is clearly socially wzasteful. The private
motivation 1o get an education in oricr to win in the job competition

rcemains, but society's resources would better be investoed clsewherec.

9 Martin Godfrey, who has becn cxamining tccunical clucation and training
in Kenya and relating it to employmcent tells me that his intervicws with
trainees; traincrs and employcrs have led hia to very siailar conclusions.
Employers aprecar to be most dissatisficd with the products of vocational and
technical scheools; and hence quite unvililing to take them on as apprentices.
The Directcorate of Tndustrial Training. in Mairobi rccently sent out 3,000
application forms to firms expected to be interested in rcecruiting “Craft
Appruntices®™. fhere were 60 replies. A part of this lack of intorest might
well reflect the quality of the training which, judging from the very high
failure rate at the vorious City and Guilds proficicncy tests,; lecuves some—
thing to be desired.

10 In this regard, the porvasive (in China) Maoist slogan of “combine
theory and practice® is intriguing. Though a part of its motivation in the
Chinese case is clcarly politicnl and anti-elitist, it is quite possible
that the de--emphasis of formal schooling, at least at the sub-professional
level, may well be a lower cost d equally efflicient way of building a
labour forcc. Professcer fobin's informal improssion, however, was that the
prectice™ in the Ciainesc school system is little more than manual labour
designed to imbue the students with apprepriate class attitudes, while
employing agencies do not seem to make much effort to impart the theory
(oxcept, again, ideological thecory). It would, however, be hard to duplicate
the discipline and dedic:tion of thc Chinesc labour face.
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Turning to A, and using (8) in (7) at what we callced the noint of a
- y L) KN

migrant's indiffcercnce betweon an urban scarch and a rural job, we might

concelve of seme kind of an ceguilibrium number of applicants that depends

on the wage gap; £y and on ¥y, and inverscly on r for any given set of

&9
. . g 0
potential migrants' propensities: A = == (9)

The question now becomes whethor ecucation -has some Mind of exogcnous eifect

on A; and if =0, in which dircction.

It is frequently held thrt elucation incrcasges the likelihood that
an individual will migrate to the urban arcac quitc apart from the effect
of cducaticn on his chancs of finding a job, or on the carnings gap that he

perceives., Dducation in this case altirnatively Yopens up ncw horizons™,

e
“glienates him from the land® or has some otacr effcct that makes him more
likely to migrate than someone with an othorwisce equivalent economic motivation.
In its extromce form there is little coubt that the notion that educ tion

itsclf alienates its products from their home and land has boen grossly over-
stated; what hoe bein talien to be migration resultin; froa thie schooling
itsell is often migration because the motivation +to migrate in ftorms of P and

to usc our formulation, is much stronger (sec Foster, 1965 for o well-
documented refutavion of the exriicr nzive form of the “white collar preforcencce

hynothcsis).

Nevertheless; since o good deal of the motivotion for cducation, both
for the rccipients ant their fimilicn, is to increase the recipicnis chances
of a high wage or "urban scctor™ job, the imporative that the rural school-
leaver migrate is much .reater than for his uncducated cclleague. Ve arc
perhops on thin grouvnd hoers, since thic cocial pnressure on a school-leaver
to migraic i1s undoubtedly the result of tho pressurce sroun's perception of
the cconomic variables we have discussed. However, Joyce Moock's study
(1972) of a "Non-itural Viliagc® som2 husdreds of miles from Hairobi, makes
it clecar that ciucation is secn strictly ins.rumentally <o a mechanism for
attaining a wago—ecarning job an', cven if that job is imown to be virzuvall;

unattainable; the school-=lcaver i

n

uitler a heavy obligation to those who
howve financed his education to go in scarch of it.

N

If cducation does have a separatc effcct on migration, (allowed by
fodfrey, 1972 but “igcount.d by Plodaro, 1971) i.c. apart from its effcct
on thie perceived probability of finding a job and the percoived wage gap,

then the effect of educational cxponsion and a larger numbur of school-

leavers is that A, thce numbor of applicants for urban jobs iz awmentoed.
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If, following our earlier discussion,; thc number of urban sector hirings, H,

is not ecxpanded as a result of the cducation by at least the same multiple,
the net efTect of cducation on P, as a glance at identity (8) will show, is
negative. The average probability of any applicant findinz a job is reduced.

Unceor these circumstances cducation can also be said to lcad tc greter

o

unempleyment.

Locking bricfly at ti. influence of education on the wage gaps
VJ -— T

T (or g), one's expectation that it is larger for thosc with more
v

cducation than thosc with less is strongly born out by the evidence. Without

reproducing Todaro's table of average monthly moncy income for urban
migrants in Nairobi by clucational level, we can say that between 1964 and
1968, the avcrage income for those in the Rempel sample of migrants who had
completed some secondery sclicol (Forms 1-6) ranged between 167% and 238% higher

. ; . N . Lo
than the average income of thosc who hal no schooling.

Whilce thc above Rompel-~Tedarce figurcs arc suggesiive, being average urban
> S patis) ] {5 f

earnings for each grouwp, they include tlie carnings (if any) of thosc without

formal; or even any; cmploymoent along with the employod;

engy thue really

<

refeor to expected carnings, PW rather than Wu' If the migration of cach
u

cducational category is such ag to maintain o uniform P hetween categories,

the above percentage gaps retain their meaning. If the ex_post P varies

between catesories, the comparisons betwoon categoriez will be a hybrid rather
than a w - comparison,

11 Calculated from Todaro 1971, table 6. The data on which the tablc is
vased was collected for Rempcl 1971. It is intoresting, incidoentally to note
that the average earnings for the migrants with 1-4 years of schooling is not
significantly higher, and in two out of the five years is noticeably lower than
the group with no schooling, sur.esting that the first four years of education,
if the clucation is then terminated; arc not awsarded a value in the job market.
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Another problom with the date quoted is that it docs not include Wa.

1 the c.rnings in-the agricultural

Cv

the question is: to what extent docs W
scctory véry with cducational atteinment. Do spcculoate on #dhis dtopic would
be to anticipate the findings of the data cnalysis upon which T am now
planning to cmbarii. It must be recognized; however, that nceither small- farm
scctor wages nor a fortiori self-cmployment exrnings arc likely to be subject
to the inflnted “educnational pseudo--earnings® that frequently occur in the
formal urban scctor. Iducation,; in othor words, is unlikely to be rcw:rded
unlcss it cnhances oroductivity. In the extreme cogcy cducntion would not

v .

affect ~gricultural enrnings at oll while it would subst.ntially cniiance

L

urban carnins. In this casce ciucaticn would widon the wae sap by the

. . . . . . . P W
incroment in urban ¢ rnings attributable to the cducation. #ven if "ac.= _uc
W W
a u

(whorc e means that w includes the incremental wage attributable to education),
so that the percentage cnhanccement of the wage was identifal in the two
sectors; thc grecater ebsolute wasme incrcment in the urban scctor would mean
that the morc cducated workcrs found themsclives witi: a grecater cconomic
incentive to migrate.

The final, and pcrhaps most scrious problem with trying to use current
urban wage~by-~cducaiional~lcvel data is its static naturc. If scmething akin
to the Fields "bumping™ phenomcnon does tokc placce; with morce cducated people
being chosen to fill lower and lower slots on the labour skill hierarchy,
this cannot avoid putting downward pressure on the w_, (wherc i refers to
the sducational level). Note that this does not rcquire a decline in the
wage for any particular posi; iv isy; in fact, quite consistent with an

increase in woages. All that is required is that (e.g.) whercas a fourth

form leaver used to be able to step right into a scnior-clerical; or even

cven cxecutive juby he now has to be satisficd with the job of a messenger,
which carries a considerably rcduced wagce tag. What is clearly necded is

a dynamic mordel in which all the variables cntering the migrants calculus
arc subpscripted for educaticnal catcrory, but that is not the task of this

paper. Sufifice it to repcat tihat the most zvident obscrvation about the



cducetional scctor is +hoe ranidly cipanding supzly of almost cvery

catcrory of cducated monpower; and that .his expansion on trce suooly
sile ie complctely unmaicied by any absorptive camacity ia thc formal
raro~earning secior. Under thiese circuwustances, eitaer Wui or P

(i 2gain referring to educaiional catesory) arc _oins to have to come
dovm, there i3 no zlternaiive. Oace azain it should be stressed: the
srivate incentive; and thcerefore the political presure for more aad

more educziion will remain, dui ai tlic point iiere tic labour force's

increascd real proluctivity does not at least justify the educaticnal

exsonditure, there is no social justilication for educatiicnal

eXpailsioil.

As has been mentioned, the private justification for education
has been almost exclusively in terms of a formal sector, wage earning
job and, if tlhe bumping phenomenon holdsy; it will remain so, long after
the point where there is any social justification for itiic education. Even
as far as this private incentive is concerned,; however,; the increasing
costs of education; the declining probability of getting a job, or the
declining wagcy, or all three, will cventually become evident to both the

students and their parcnis; with the urban orientation of the incentive

12 It is not, incidentally; becing ascerted that the bumping system is
nccessarily socially wastoful, or even thet the point at which it becomes
wasteful has yet been reachcd. The educational system itsclf, as a final
user of its own product, is onc case wherc onc micht expcct the ousting
of less educated by more cducated workers to have positive benefit; there
is little doubt that the training anl oxtcnsion staff of covernment
agriculturel institutions is another (to be certain of this, of course,
one would nced to know the differcntial effect on farmer output of
contact with extension workers of different educational levels; therc

is some evidence that formal schooling, or cven specific initial
tecchnical training is less important than institutional arrangements
that build in constant rotraining and up-grading of thuse personnel but,
ceteris paribus, the usual assumption is that education helps,(See David
Leonard, 1973 for some interesting findings on this topic). One of the
effects of bumping is likely to be the forcing of better (or at least,
more educatod) pcople into less attmctive areas wherc, perhaps; they
will morc than pay for their cducation.
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for schooling perhaps becoming dulled somcwhat £t that point,; and we
would emnhasizc again the lag involved herc, and presumably an informational
or cultural lag should also bc added to the objective lag described in

the last paragraph,; parcnts and students will justify their cducational
investments in terms of incremental productivity in the informal,
agricultural and sclf-cmployed scctor. Under these circumstances the

type of education demancded by thce rural clentcle of the educational system

1A
would of course be totally diffecrcent.”™ The socinl case for the rethinking

and reoricntation of of the cducational system and educational priorities
is upon us. One might predict that it will be a fow years before the

privatc cascy; and thereforc the political pressure; catch up.

And wherce does all of this lead us? Tirst of all, in any
assessment of the cconomic payoff aof education; the use of the wage, or
life~time carnings profiles by cducation on the basis of intervicws at
factory gates in principal cities to cveluatce the bonefits of cducation
(sec Thias and Carnoy; 1972) must, in view of our discussion, be scen

as a somcwhat hazardous approach likely to shed a misleading licht on

13 If the bumping system held forell scctors of the economy there would
presumably be no cnd to the private demand for more cducation. As soon
as a sector is introduccd whcre the educational label is not the sole
criterion 5f selection., there is a point, prior to a population of Ph.D.s;,
that the demand for clucation declincs. In view of thic fact that employers
arc often quite concious of the Yover—cducated for the job®™ possibility,
with over-education genernlly implying that a workcer is less amenable to
discipline; less rcliable and; because of his clevated expcctations,
morc dissatisfied than a worker with less cducation (sec I. Berg for
considerable cvidence on this subject), thc assumptions of the cxplosive
model will, in any cvent,; cecasc to hold long before that point is rceachcd.

14 A1l of +this raises a fundamental role conflict of thc educational
system: it's first, manpower planning type of rolc; that of equipping

the economy with the educatod manpower it needs, tends to make the system
compartmentalized, cxclusive and elitist. Its sccond and highly signifi~
cant role is in the arca of cquity: to do something about equalizing
opportunitics so that merit, rather than brecdingy detcrminc access to
clite status for each succeding gencroticn. Taking this second role
seriously virtually prccludces any policy sanction for the sort of
dualization to which our analysis secms to be pointing.
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investment decision~moking in the scector. Urban w..ses must be viewed
as "discquilibrium™ wa/,cs in every scense of the word. While they may
represent the expost marginal productivity of labour in the ecaploying
firms, simply bccause thcse firums will presumably take the wage that
they must nay, and hirc to the point wherce the contribution of the
marginal worker is cqual to that uwage; they certainly do not represent
the current market-clearing, scarcity price of labour by educational
catugory. They are, in fuct, a crcature of labour market imperfections,
and can not be thought of as recflecting the social value of the
marginal, cduc.tonally subscripted labour unit. The further reason

why the woge mizht be considered to be misleading is the dynamic one that
the scarcities; especially for tlhie more educated categories of labour,
are changing very rapidily, despite which tliz wa.cs are predictably resistant
to any adjustment downward..,],_'5 Minimum wesre legislntion,; trade union
activity, anl the tcnuously bhased, self-fulfillins preconccption that
lewds to the uce of cducationnl criteria as a job liconcing mechanism,
conspire to malie modern sacior wage »y education cota in a rate of

return to education analysis, of modest cnough value from a private

15 Presumably, either wagzes on thec probability cf finding a job

can make the adjustment, thus more or less maintaining the cxpecied
wage., DRichard Porter to whom I am grateful for a discussion on this
issue, suggested th 1 ih's cyxpected wage mizht be a sood inlication

.of tize social or “shadow™ wzge. But unless this becomes the actual

wage ani the market is approxiwately cleared (with allowznces for
#frictional uncmploymcnt®™ and unemployables, the percentage of which
might be quite high where experience in wage employment is short-~lived),
1t 1is not poszible to think of this expected wage as the product of the
marginal educated person. It will be the wage thot motivates the private
education decision,; but cannot be usecd to motivate public investments.
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financial point of vicw (though te ware, weighted by the probability
of getting that wage, should shed some light on the privitc case),; and

of virtually no value Trom the cconomic point of view,

Secondly, it can now be secn, I ilink, that an investig.tion into
the economic returns to tie various forms of clucative activity in the
farm scctor; and some inTormation as t¢ how knowledze f.ctors af:ect
the proluctivity to farmers and farms is ccniral to pending decisions
as 1o howr far, and in which directon,; to expand education. Ihe content
of our discussion thus far also sugsests fer—-rcaching implications
for the nature of the cducative system; and for the relative weights

that should be given to the various components of the system.

Essentially we havc concluded that while the private educational
investment decision is still likely to ¢ geared toward the Tormal
urban wagc-carning job, the social cducational investment decision; i.e.
decision to expanc the size of the cducaticnal scctor; must look to
the payoff in the¢ rural arcas. [He have, I think, olso concluded that
the time~honourcd. usc of 'wage dita, with its itimc-honourced assumptions
about thce mar~inal productivity of skill subscripted (and thercfore
education subsoriptod?) labour cennot be relied upon as indicators of
the social payofi of cducation; vroviding the basis for decision—making

in tlis area.

vhilc; as we have indicatoed,; our skcpticism zbout wajizes may not
apply in the agricultural small-holder scctor to whiclh atiunition now
ncots to be turncd; in cneral, we arc now dealins with family farms
and sclf-employcd farmers who do not earn a wagre in the usual sensec.
Rather than rely, thercfore, on eitiicr a highly dubious,; or a non-
existant, wage, what is now rcquircd (and what we shall attempt in the
nenr future) is =n ev.lustion of thesc f.ctors by morc dircct recourse
to the production function. This approach, whose spelling out is going
to have to wait for a subscoucent paper, has a number of advntazes which
we hope to exploit. Fundamentally they involve the possibility of

capturing a far wider range of the efTccts of cducative inputs on the
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farm firm's productivity and value adled; and of testing the mechanism

by which production is affected.

4s a quick preview of the direction in which the anclysis will
now turn; let us briefly say that there are a number of possible ways
in which educative inputs. could affect the productivity of the farmer-
entrepreneur. The first is obviously that he becomes a more efficient,
knowledgable or skilled worker, that for given resources he thus
extracts more output. The effect here may simply be one of greater
manual dexterity; or of more knowledge of how and when to do things,
a typical case being a farmer who learns how to prune his tea or coffee
trees in a way that yields him greater output. The physical production
process of the farm is full of numerous tasks that must be understood
and mastered if the output from the rsouces used is to be maximized.
The contribution of education in this case is to make the farmer a more
efficient user of given resources. It scems likely that educative inputs
that have this "worker effect" (to use Finis Welch's termp Welch, 1970)
are likely to be of the type that reach the practicing farmer; or someone
who very soon will become one, and teach him rather specific skills that
refer to particular enterprises with which he is; or soon will bey

involved.

The second; and quite scparate gffect that educative inputs might
be expected +to have are on what might be termed the "management ability™
of the farmer. In this case we assumc a gap between the profit-maximizing
combination of farm entcrprises and inputs and that combination that the
farmer is currently using. The contribution of education herc-is the
amount by which it closes the gap. Technical skills undoubtedly enter

this management decision-making contribution; without the technical
knowledge,; new lines of production for imstance; can hardly be embarked
upon. Thc principal contribution of educction in this case; however;, is

in the areca of the farmer's ability to choose; and to allocate his resources
between the various possibilities open to him. In this sense; his

education may result in his being aware of more of the alternatives,; or

at least of his becing able to grasp the tcechnical and the payoff
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implications of the alternatives; or secondly it may simply improve

his ability to calculate what the profit maximizing combination or
level of activities might be. The "efficient peasant®™ may on average
be: true, especially in circumstances of a static technology. When
tecchnology is. rapidly changing and new; and often conflicting,
information is constantly becoming availatle, there is no doubt that
the ability to evaluate and decode thc stream of information; and
incorporate what is worth incorporating into a production :.systcm is
rowarded in the market. (see Nelson and Phelpsy 1966). When, to this
tachnical decoding task, is odded the complications of fluctuating and
uncertain prices for both' inputs and outputs, it becomes clear that

tho allocative decisions of the farmer are highly complex. It is possible
that education equips a farwer to decal with this complexity bettcr than
his uneducated colleague. It seems likely that the educative inputs
that perform this latter function are of a different nature to the
inputs that «ffect the farmers farming skills referred to in the

previous paragraph.

To conclude these somewhat random notes, let usy; rather than
attempting to summarize, keep our attention on the rual and agricultural
sector. There is little doubt that if agriculture is to be intensified
and the productivity of the rural arcas increascd, thc stock of “human
resource factors™ and embodied knowledge must expand; its failure to
expand can; in fact,; where complementary factors arc present, result
in serious. limitation to growth. To thec extcnt that educational inputs
increase this stock of useful knowledge, thercfore; they are a crucial
component of any serious; long-=term effort to raise agricultural
productivity. Traditional’factors and traditional teclinologics may well
(following Schultz) be efficiently used and leave little scope for
improved productivity as a result of educative types of inputs. A large
part of the agricultural development task, however, is prcciscly to
intoduce new factors of production and new technologies into the farm

production systems -of large numbers of individuals. Thoese new factors



that are; we would contend, the basis for the sort of agricultural

growth that is now needed; require; and to a certain cxtent consist

ofy fresh knowledge and fresh skills embodied in farmers,; and fresh
sources of information streams to them. Whether this means that historical
inputs of an educative nature explain the obscrved variation in a

number of different indicators of farm performance will, it is hoped,

soon become the subject of a rather more detailed, empirical

investigation.

In preparing this paper I have been much helped; and occassionally
even influenced; by the thoughts of my IDS colleagues of whom I should mention
Walter Elkan, Martin Godfrey and Richard Porter. George Johnson, though no
longer here;has left an indelible stamp. And finally there is my wife,

Maeva, who in the tradition of renaissance women has the capacity for getting
interested in almost anything; even, occasionally, economics.
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