The Economist 21 Nov 1992
NOO

fj The .
Economist

A SURVEY OF EDUCATION




YOU WANT TO SPEAK GERMAN,
SPEAK TO US FIRST!

155 CULTURAL INSTITUTES IN 73 COUNTRIES.
16 INSTITUTES IN GERMANY
100.000 STUDENTS PER YEAR.

WE OFFER INTENSIVE
GERMAN LANGUAGE COURSES

AT BEGINNERS AND ADVANCED LEVEL.
OUR TEACHERS ARE ALL HIGHLY QUALIFIED
PROFESSIONALS WHO CAN PROVIDE A HIGH
DEGREE OF EXPERT ADVICE AND INDIVIDUAL
ATTENTION.

WE ALSO OFFER GERMAN LANGUAGE
COURSES SPECIALLY DESIGNED TO MEET
THE REQUIREMENTS OF BUSINESS AND
MANAGEMENT.

PLEASE SEND ME FREE DETALS OF YOUR
LANGUAGE COURSES IN GERMANY OR IN

GOETHE- ~Z0
INSTITUT @

NAME
GERMANY
TEL.. 089-41868-0
ADDRESS FAX: 089-41868-450 ECO 11/92

An International

Executive Master's Degree
Program at Purdue University
for Todays and

Tomorrow's

M anager s

The Krannert Graduate School of Management
offers a distinctive graduate level education
program for high-potential, highly mobile
professionals who seek to earn a master's degree
in management while continuing their normal
job responsibilities.

» On-campus class sessions are concentrated
into six two-week residential periods spread
over 22 months.

* Student-faculty contact is maintained between
sessions through a computerized
communications link which supports the
completion and transmission of off-campus
assignments.

» Program eliminates the frequent commuting
associated with the typical alternating-
weekend Executive MBA schedule.

« Job relocation, career planning and work-
related travel are facilitated through the
program's schedule.

» Program provides graduate-level education in
management to individuals whose local
communities lack that resource.

» To date, program participants have been
drawn from across the United States, Canada,
Mexico, Europe and Asia.

For complete program information and application materials,
call or write: Dr. Martin Rapisarda

Krannert Executive Master's Program
Purdue University
West Lafayette, IN 47907

Phone (317) 494-7700
FAX  (317)494-0862

An equal access/equal opportunity university.



EDUCATION

Trying harder

DUCATION reform is abooming business. In

the past decade desperate governments, |eft-
wing aswell as right, liberal aswell as authoritar-
ian, have taken to recongtructing their schools and
revamping their universities. In 1980 Singapore
unveiled plans to turn itsdlf into a model meritoc-
racy. Four years |ater the Japanese Ministry of Edu-
cation st up a National Council on Education Re-
form. In 1983 Britain imported the reform craze to
the West by introducing a national curriculum and
reorganising school financing on an dmost-market
basis. George Bush and Bill Clinton both champi-
oned radical changes in school funding. Educa-
tional reform isin the air everywhere, from France
to South Koreg, from Audtrdia to Germany.

This survey will try to put this activity in per-
Spective: are governments right to invest so much
time and money in the business of learning? In the
process it will try to cast light on two perennial is-
sues: What makes a school successful? And what
can be doneto reduce educational failure? The sur-
vey will concludeby ranking the three powerhouses
of the world economy—FEurope, America, and the
Adan tigears—in terms of their ability to educate
their workforces and to attract and creste high-
vaue-addingjobs.
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The reforming frenzy reflects a shift in the po-
litical fortunes of education. Haf a century ago,
you knew you were on the road to nowhere if you
were made minister of education. Today education
ministers are usudly on their way up. Margaret
Thatcher used the education portfolio as a step-
ping-stone to the premiership. Bill Clinton first
captured national headlineswith hisreformsof Ar-
kansas schools. George Bush tried to sdlvage hisdo-
nothing reputation a home by dubbing himsdif
"the education president”.

Such paliticians have a shrewd sense of what
will go down in the bar rooms and boardrooms.
Chief executives of multinational firms hold ear-
nest conferences on skills shortages and training
drategies. Serious newspapers and heavyweight
magazines devote pages to education and national
competitiveness. Throughout the rich world, voters
put education near the top of their list of worries.

This concern for change has its origins in the
1960s when the aim was to turn dlite education
into mass education. But the terms of the educa-
tional debate have shifted. Governments now treat
education not as a.consumer good but asa produc-
tive assst. They are increasingly unwilling to use
public money to support a gentlemanly style of
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Theeducatedare
different: they earn
more money

education, with its emphasis on humanities and
learning for its own sake. They have aso lost their
enthusiasm for promoting equality.

They are particularly worried about cost and
quality. The West and the East converged on the is-
sue of quality from opposite directions. In Britain
and America conservative governments turned
against child-centred teaching and called for a re-
turn to basics. They wanted more rote learning and
less creative writing. In East Asiagovernments now
fed that they have solved the quantity problem.
They aim instead to increase the quality of educa-
tion, particularly the quality of the education of the
brightest. Hence a current Asian fashion for such
things as creative writing.

Governments throughout the world are bully-
ing educationalists into providing value-for-
money, shifting expenditure from high-cost univer-
sities to low-cost polytechnics, encouraging
institutions to raise money from private-sector
sources, introducing a variety of quasi market re-
forms, such as per-capita funding and a split be-
tween purchasers and providers, and emphasising
the accountability of educational institutions.
There is a burgeoning industry in designing league
tables of school results and producing performance
indicators sophisticated enough to deal with the
myriad activities of the modern university.

Governments have also moved their emphasis
from education to training. If education reform in
the 1960s took aim at the university, it is now the
training collegewhich isin the sights of the reform-
ers. A mixture of technological innovations and de-
mographic trends is persuading governments to
improve the vocational qualifications of their
workforces. The rise of information technology (1T)
means that many of the lowliest shop-floor workers
need to be ableto operate a computer. The ageing of
Europe and the marked slowdown in the rate of
population growth in America mean that firmswill
have to improve the skills of their existing workers

Human capital

HE answer isyes, education does pay. Ifvirtue

getsitsreward in heaven, education getsits pay-
off on earth. On almost every measure, education is
a highly remunerative investment.

Take employment. The longer you spend in be-
ing educated, the less likely you areto end up on the
dole. In Americain 1989, 9.1% of people who went
no further than lower high school were unem-
ployed, compared with 2.2% of people who com-
pleted university. In Japan the equivalent figures
were 7% versus 2.3%. Thetroubl es of peoplewho fall
at school are getting worse by the decade. Over the
past 30 years, each economic downturn has pushed
a larger proportion of the uneducated into unem-
ployment; and each upturn has rescued a smaller
and smaller proportion of them for the labour mar-
ket.

Or consider real incomes. It ishardly surprising
that the well-educated have always been richer than
the poorly educated. But the gap is getting steadily
bigger. In 1980 a college-educated American ten

instead of relying on recruiting new ones.

At the same time, the durability of skills is get-
ting progressively shorter. This means that govern-
ments can no longer allow education to end at the
university, let alone the high school. Further and
higher educational colleges will have to learn how
to teach adults, particularly those who dropped out
of education years ago. Companies will haveto in-
vest heavily in retraining. And universities will
have to provide their graduates with regular re-
fresher courses.

Same ends, different means

Despite these common pressures, there is no con-
sensus on how to i mprove education. Many promi-
nent reformers are pushing in opposite directions.
The most comprehensive reform programme has
been the one implemented by the British govern-
ment since 1988. This is a mixture of centralisation
(imposing a national curriculum and reducing the
role of local-education authorities) and compe-
tition (giving schools an incentive to compete for
pupils and encouraging pupils to compete for re-
sults). This has attracted many imitators and
would-be imitators. Sweden is reorganising its
school system into an internal market. Denmark
has introduced per-capita funding for technical
colleges. Singapore is going for league tables to
stimulate competition between schools. American
reformers would like to introduce educational
vouchers and national tests.

Other reformers are doingjust the opposite. In
South Korea and Japan the education ministries
want to delegate power to local government. The
Japanese authorities strongly disapprove of league
tables of schools. Still, even if governments disagree
about how exactly to proceed, they agree on the
need for reform. Are they right to invest so much
time and effort in doing it? Does education pay, or
have the politicians merely been seduced by the
professors?

years into his career earned 31% more than a con-
temporary who had finished only high school. By
1988 the earnings gap had yawned to 86%. Over the
1980s mal e college graduates saw their real incomes
rise by 10%: high-school graduates saw their in-
comesfal by 9% and high-school drop-outs by 12%.
College graduates will fulfil the American dream of
earning more than their parents. The average high-
school drop-out will not.

Or take future prospects. Educational successin
youth seems to pay mounting dividends in matu-
rity, People who leave school early rapidly run out
of rungs on the earnings ladder; university gradu-
ates not only find plenty of rungs, they also discover
that each step upwards is increasingly remunera-
tive. One reason for this is that the well-educated
land jobs that provide them with more training,
while the uneducated are locked out of opportuni-
tiesto improvetheir skills.

Throughout the advanced world, employers
complain that a shortage of skilled workers is hold-



ing up economic growth. Schools and universities
seem to be incapable of producing an adequate
supply of properly trained and technicaly quali-
fied workers. The shortages come in two distinct
flavours: quantitative and quditative. The generd
workforce Is inaufficiently educated to do thejobs
available. There is dso a mismatch between the
skills offered by people and the skills needed by in-
dustry. The univergities continue to churn out hu-
manities-trained generaigts a atime of soaring de-
mand for scientists and engineers.

Theskillsdeficits show no signs of abating, even
during today's economic downturn. All advanced
countries predict a sgnificant fdl in demand for
unskilled labourers and a significant increase in
demand for skilled workers and high-grade admin-
istrators and scientists.

Mindthegap

Why has education become such an economic asset
in rich countries? Why are skills shortages mount-
ing at atime of rapidly risng unemployment? The
questions can be answered in just two words:
globdisation and automation. Globalisation
means that many low-value-adding jobs are ex-
ported to poorer and cheaper countries. Automa
tion means that jobs that stay in rich countries are
increasingly done by machines rather than men.
Having made its first impact in manufacturing,
automation is now affecting the sarvice industries,
with some excellent results (cash points, for exam-
ple) and some execrable ones (such as automated
junk faxes).

There is nothing new in the triumph of brain
over brawn. The richer countries have long found
that ever larger proportions of their populations are
employed injobs that require mental power rather
than muscle power. For more than a century, re-
lentless technical innovation and sustained eco-
nomic expanson have been creaing new and
deverer jobs and thus increasing the demand for
better educated workers. At the sametime, therise
in red incomes and the spreading of wedlth has in-
creased the demand for more sophisticated prod-
ucts and sarvices. Prosperous people employ more
people to look after their money and pander to
their whims.

The shift towards smarterjobs ssemsto have ac-
cderaed in the past decade, mainly because of a
kick from information technology. A decade ago
some peopleworried that IT might, in efect, make
the workforce stupid: the machines would do the
thinking, the workers would simply watch and
wonder. In fact, the opposite has happened. In-
formation technology has not only increased the
demand for scientists and engineers, who invent
and upgrade the machines, and for managers and
supervisors, who put them towork. It hasalso put a
premium on competence for everybody. Yau need
intelligent workers to get the mogt out of intelligent
machines.

Putting the man into manufacturing

New waysto organise production ared so putting a
premium on education. For the past 90 years, most
factories have employed a system of mass produc-
tion—dubbed Taylorism, dter the man who in-
vented it, or Fordism, after the man who perfected

Merit pays
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it. Thisisbased on two simple principles: the divi-
son of labour (separate complex tasks into their
smplest components) and manageria omnipo-
tence (alow the managers to make strategic deci-
sions and expect theworkersto do asthey are told).
This sygem has little use for popular education,
sinceit reducesworkersto littlemorethan cogsina
great industrial machine.

Successful firms nowadays stand Ford on his
head, aiming at flexible rather than mass produc-
tion. Rich countries cannot hopeto keep their com-
petitive edge through mass production: develop-
ing-country firms can run the same machinery a a
fraction of the labour cost. Their only chance liesin
going upmarket, providing affluent consumers
with quality, variety and timeliness. Thismeansre-
organising production.

The problem with Fordigt firmsis that they are
too dumb to exploit sophisticated technologies, too
uniform to generate variety and too inflexibleto re-
spond to rapidly changing demands. Sucoessful
firms demand a new type of organisation and the
rediscovery of the skilled worker. This pointsto a
different set of gods to the ones earlier educational
reformers st their Sghts on.

Degrees not dole

Unemployment by level of education,
as % of labour force, 25-64-year-olds, 1989
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Needed: a cooler
assessment of what
schools canachieve

All too human

Playing inputs and outputs

T IS hard to listen to today's education gurus

without feding that it has dl been said before.
People spent much of the 1960s listening to extrava-
gant promises made on behaf of education, and
much of the 1970s wondering how they could have
been taken in by them. Iseducational history about
to repest itsdlf as tragedy rather than farce?

Thetroublewith the 1960s optimistsisthat they
promised too much. They were bewitched by the
basi cally sound theory of human capital, which has
it that education is the secret ingredient in eco-
nomic growth. They were beguiled by politicians,
who wanted an excuse to pour money into thewel-
fare state. Asaresult, they made ever more extrava-
gant claims on behaf of education: perpetua
growth (more investment in education creates
higher growth and higher growth pays for morein-
vestment in education); an end to poverty (better
pre-school education gives poor children a head
start); and amore equal society (the abolition of se-
lective schools and the introduction of affirmative-
action programmes bresk down dassbarriers).
Such promises led to sobering disappoint-

ments. The only saf-sustaining growth produced
by the burst of spending on education was in jobs
for educators. Unluckily perhaps, the education
boom coincided with a clattering dowdown in
growth in most western countries. Educational in-
vestment failed to abolish poverty or deliver amore
equal society. The middle dass continues to get
more out of educational opportunities than the
poor. And, for whatever reason, the plight of the
poor—yparticularly in America—has got worse since
the 1960s. The result is that the claims of the 1960s
produced abacklash in the 1970s

To prevent this from happening again, educa-
tionalistswill haveto bemoremodest. They needto
concentrate on basic issues, such as how to make
schoolswork, and to leave socia engineering to the
politicians. It is hard enough to produce a literate
and numerate labour force without offering to
eliminate poverty and conjure up equdity into the
bargain. Anybody tempted to be too ambitious
about education should ponder the following
points:

* Nobody knows what makes a successful educa
tional system. This is not because of lack of funda:
mental idess, every generation produces its educa
tion gurus. Nor is it because chauvinigh
governments are unwilling to learn from others.
On the contrary: there is an international trade in
educational ideas. American children go to Ger-
man-ingpired kindergartens. English children a-
tend comprehensives modelled on the American
high schooal.

* Thereisno clear relationship between inputsand
outputsin education. More money does not neces-
sarily produce better results. In his study of theim-
pact of the "Great Society” programme in Ameri-
can schoolsin 1966, James Coleman, the doyen of
American sociologists, demonstrated that differ-
ences in expenditure between schools are dmost
whoally unrelated to differences in academic perfor-
mance. Achievement depends on the student's
family background rather than on the investment
in theschoal.

A gdlance a OecD figures confirms just how
complicated is the relationship between money
and results. Canada devotes a higher proportion
(72%9) of its GDPto education than any other coun-




try, without being conspicuously successful; Japan
devotes a lower proportion (4.9%), and is not con-
spicuoudy unsuccessful. The German government
spends a lower proportion of its budget on educa
tion (91%) than any other OECD government, but
boasts an education sysem which isthe envy of the
world. South Korea has twice as many students per
classas Britain, but regularly trounces Britain in ac-
ademic olympiads.

» The most potent educeational ingtitution isnot in
the hands of the government. The family accounts
for educationa success and failure far more than
theschool, let donethe college. The best way to en-
surethat achild climbs the qualifications ladder is
to provide him with two parentswho tolerate eech
other and vaue education. The disintegration of
the family in much of the Wegt is likdy to frustrate
government attempts to boost educationd results
by tinkering with schools,

* Educetiona expansion can be counter-produc-
tive. Double the number of graduates without dou-

The drop-out society?

HIS year's candidates for the American presi-
dency were a peculiarly ill-assorted trio. But dl
threedid at least agree on one subject: the need fora
radica reform of education. George Bush took the
unprecedented step of summoning al the sate
governorsto aconference on education. (Theresult
was a &t of impressive but implausible targets to
make America the best-educated nation in the
world by 2000.) Bill Clintonfirst captured national
attention asan educational reformer. Ross Perot ac-
quired his taste for domestic politics when he took
on the Neanderthal Texan educational establish-
ment.
Thisishardly surprising. Americahasbeenina
panic about education for a least adecade—and is
right to be worried. Tak to businessmen and they

Y e

L earning skills that will be ussful later

bling the number of graduate-level jobs and you
promote graduate unemployment and debase aca-
demic qualifications (people who used to get jobs
with BAS now haveto ggt MAS). Students behave
like footbal supporters who stand on their toes to
oet abetter view of the match. Nobody gets a better
view—and everyone ends up with aching toes.

The next few years could see another backlash
againgt educational reform. This is partly because
governments expect their latest moves to produce
too much too quickly. Thebiggest reason, however,
isthedowdown in theinternational economy. The
most pressing economic problem is not lack of
qualified workers but lack of demand. Graduate
unemployment is rising. Businessmen have
stopped complaining about skills shortages and
started sacking skilled workers. But any country
that reacts to recessonary times by neglecting its
education system will lose out to its international
competitorswhen growth returns. Now take alook
at some of those compstitors.

will complain that they have a choice between pro-
viding new recruits with remedial education or
moving their back-room offices abroad. America's
high-school drop-out rateis a least 14% compared
with 9% in Germany and 6% in Japan. The school-
year is 180 days—60 days fewer than in some other
countries. Japanese children dofivetimes as much
homework per wesk as their American counter-
parts. Even when they are working, American chil-
dren are sdldom gtretched. Thelack of acore curric-
ulum encourages a shopping-mall approach to
education: pile up the soft options and leave the
hard stuff on the shelves. The reault is dl too pre-
dictable. American children perform poorly in in-
ternational academic tests.

The most dramatic problem is the collapse of

Americanshave

divertedthemselves
from the strugglefor
economicefficiency



inner-city education. Ghetto schools are churning
out children whose lack of mental skills and surfeit
of emotional problems would render them unem-
ployable in the third world, let aone the firg.
Schools based in crime-ridden and drug-driven
neighbourhoods inevitably have problems with
discipline. Some have to install metal detectors to
keep guns and knives out of the classroom. Drop-
out rates of 0% are not uncommon.

Homageto catatonia

It would be perverse to blame educetion for this so-
cid pathology. Children do not start toting gunsbe-
cause they flunk Shakespeare. But a reorganisation
of American schools might do something to en-
courage the less academic children. The most glar-
ing structural problem with American educetion is
that it does not know what to do with pupils who
are not bound for college it has no vocationa
stream. In importing the German university sys-
tem, inthelate 19th and early 20th centuries, Amer-
ica made the disastrous mistake of forgetting to im-
port the apprenticeship sysem as wel. For
apprenticeships smacked of class-dratification,
and America was hypnotised by upward mohility.

The reallt is that 16-18year-olds face a stark
choice between cramming for college or getting a
job. (Thetwo-year community collegestoo often act
as cut-rate universties rather than vocationa
schools) This arrangement might have made sense
when school-leavers could expect a secure and
high-paidjob in the locd factory. Today firms de-
;nﬁ?d higher basic qualifications and more specific

ills.

Thismalaise hasbegun to touch eventheonehit
of education inwhich Americatill leadstheworld:
higher education. The universities face their
harshest decade sncethe 1930s Institutions which
enjoyed half a century of abundance are sarting to
learn the language of scarcity. The federd govern-
ment has been cutting back on expenditure for a
decade. Cash-strapped state governments are de-
manding value for money out of their investment
in colleges. The budget crisis that compelled Cali-
fornia to contemplate closing community colleges
saw Cdlifornia paying its lecturers in 10Us; that
could yet be repeated in other states. The private
universties have raised their fees by so much that
they risk turning themsdlves into finishing schools
for the super-rich.

Theresult isaspate of cuts, and notjust in Cali-
fornia. The University of Chicago has imposed a
hiring freeze Yde University is merging depart-
ments. Everywhere the talk is of contraction. Some
academic sears have started to argue that the ad-
mired monoaliths of the post-war era—universties
that combine teaching with research and try to ex-
cd in everything from chemistry to dasics—aretoo
cumbersometo survive.

The cult of political correctnesshardly helps. Its
extremist wing wants to stand traditional universi-
ties on their heads. Students are to be sdected on
the basis of group identity rather than individual
merit. Courses are to concentrate on black women
because they are black women rather than on white
men because they wrotegood books. The university
isto serve as an instrument of minority liberation
rather than an engine of economic growth.

Still ahead
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This agenda is starting to have a practica im-
pact, asthe student radical s of the 1960s becomethe
tenured professors of the 1990s. Some leading uni-
versities admit black and Hispanic students when
they have lower test scores than white and Asan
students. (The predictableresult isthat many bene-
fidaries of affirmative action either drop out or take
oft options.) Universities merrily discriminate in
favour of minorities in awarding academic tenure.
Severd  non-conformist academics have been
hounded out of theirjobs for thought crimes on the
subjects of race and .

The good news about American education is
that so many people have produced root-and-
branch plans for reforming it. The Bush adminis-
tration tried to introduce a nationa curriculum
(through a school-leaving exam) and to encourage
competition (through vouchers). It also promoted
the reinvention of the high school by setting up a
national competition for new types of schools.
Many states produced impressive schemes for rais-
ing standards. Texas led the way in improving
teacher testing; Minnesota introduced a voucher
sysem that dlows parents to sent their children
across school boundaries. Boson experimented
with closer relations between schools and locd
business.

McEgging them on

Business has dso produced hundreds of schemes
for rasng standards. Thee schemes—some in-
spired, some cranky—rdy on four basic idess. Firg,
improving incentives. Wel-known firms offer free
hamburgers and pizzas in return for improved
grades. Brand-name philanthropists offer college
scholarships as a prize for graduating. Second,
hel ping inner-city children escape from lousy pub-
lic-sector schools. The Hudson Ingtitute pays for
some poor children to go to private schools. (Mr
Bush tried to turn thisinto national policy.) Third,
adopting schools. Some companies donate equip-
ment and personnel, others offer children jobs on
condition that they graduate with reasonable
grades.

All thisis small beer compared with the fourth
idea, something that could happen over the next
few years. Christopher Whittle, an educational en-
trepreneur based in Knoxville, Tennessee, wantsto
turn himself into the Ronald McDondd of educa-
tion. He plans to open a nationa chain of profit-
making schoals. The schoolswill charge pupils no






