Lecture 28

The chapter begins with some general comments on the critical role of education and health in the development process. These are seen as determinants of growth and development as well as objectives of the development process. The introduction also argues that investments in these two areas are so closely intertwined that they must be considered together. 

Next, the chapter presents and discusses trends in education and in health since 1970. Evidence is presented on enrollment rates, teacher-pupil ratios, average schooling years, life expectancy, and survival rates. 

Contrary to what some have believed, increasing incomes may be insufficient for increasing health status and educational attainment. Several reasons for this are given, including a presentation of evidence of income inelasticity of demand for calories, and that additional incomes may be spent on "convenience" foods with lesser nutritional value. 

The chapter next presents the human capital approach, which is a useful way to analyze investments in health and education. The approach is described, and calculations of private and social rates of return are presented for different developing regions and for developed countries. 

The pervasive issue of child labor is taken up next. The text uses a coordination failure approach (see chapter 5) to demonstrate that government intervention may be necessary to break away from a "bad" equilibrium. Various policy options relating to child labor are discussed. 

A discussion of the important issue of women and education is the next topic in this chapter. Evidence of the 'gender gap' from 10 developing countries is presented, followed by a description of the consequences of such a gap. 

The relationship between the education system and development is considered next. 

· The demand for education is determined by the expected income benefits and direct and indirect costs of schooling, while the supply of school places at all levels is determined by the political process, and is often unrelated to economic criteria. In most developing countries expected income gains to education are high, in that modern sector employers, including the government, select by educational attainment irrespective of actual work requirements. The demand for more schooling tends to spiral upward over time. 

· The concepts of social and private costs and returns to education are explained. Two graphs in the text illustrate how the private and social costs and benefits change as years of schooling increase. The expected private returns increase at an increasing rate while the private costs increase much more slowly, indicating that it is optimal to secure as much schooling as possible. In contrast, the social returns increase sharply at first and then taper off while the social costs increase at an increasing rate, indicating that there is an optimal quantity of schooling to provide at the point where the marginal social costs and benefits are equal. The text suggests that public resources are being misallocated in that too much schooling is being provided. It is also suggested that it might be better for the government to invest in higher quality education, rather than higher quantity. 

Lorenz curves for education show that there are significant differences between developing countries regarding the distribution of education. In addition, there seems to be an inverse relationship between a country's average years of schooling and the degree of inequality in the distribution of education. The next part of this section discusses the counterintuitive finding that in many developing countries the education system may lead to higher degrees of income inequality. A final part discusses the so-called brain-drain: the observation that highly educated citizens of developing countries often emigrate to developed countries. 

The relationships between development and health systems are considered in greater detail. Measurement issues are discussed first, followed by a presentation of evidence regarding the 'disease burden.' Specific health issues, especially malaria and the HIV-AIDS epidemic, are considered in particular detail before the possible effects of poor health on productivity are considered. A comparison of health systems and the implications for policy makers conclude the section. 

Policy options for how to make the educational and health systems more relevant for development needs is discussed. The text emphasizes the complementary nature of investments in health and investments in education. Mexico's PROGRESA program and microcredit programs in general are cited as examples of innovative strategies. 

