Human Capital: The World Bank’s Approach to Education in

Latin America *

José Luis Coraggio

   Many of the critiques of the World Bank’s structural adjustment policies have highlighted their negative impact on social programmes such as education. As the Bank presses governments to cut spending on social programmes, the critics have pointed out, public education can suffer. It is less well known that the World Bank  has become a major player in reforming education and other social policies in developing countries. Indeed, in June 1993, the Bank’s vice president for Latin America and the Caribbean declared: ‘For us, there is no greater priority in Latin America than education’, and he offered figures on staggering increases in Bank education lending to back up the statement. 

   Yet, the Bank’s education lending and the implementation of its policies by Latin American governments has been flawed for at least two reasons. Firs, when a powerful institution like the Bank enters social fields, it tends to crowd out the smaller United Nations specialized agencies, many of which have greater expertise. Secondly, the Bank’s view of education derives from its approach to economics –a view which is distorting the educational programmes of a number of countries in Latin America and the Caribbean. 

   In March 1990, the World Bank sponsored a meeting held in Jomtien, Thailand, along with UNICEF, UNDP and UNESCO. In this gathering, these agencies presented the goal of education for all (EFA). The meeting focused on the need to deliver basic education to children, youth and adults in order to build flexible ‘human capital’ while alleviating poverty. Using public funds, EFA would assure that everyone had access to a basic package of skills and knowledge to improve his or her opportunities for productive work in the global economy. 

   The new ‘human development’ paradigm of the UNDP influenced the EFA agenda and the Bank’s approach. The paradigm offers the concept of human capital development, arguing that one must invest heavily in education in order to invest in people. World Bank officials say that they buy into this approach, but they have proceeded to distort it to serve their structural adjustment paradigm. The Bank’s basic economic premise is that an unfettered global market best decides which jobs are located in which countries. The main goal of their education efforts is to prepare people for the jobs that the global economy offers. However, in much of Latin America, these jobs are low-skill, poorly paid jobs that produce goods and services for North Americans, Europeans and Japanese. The education that prepares workers for these jobs is, therefore, inherently limited and narrow. 
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This chapter offers a brief critique of the Bank approach to education and suggests a reorientation of the approach to EFA that is based on a different notion of the role of education in fulfilling human needs. 

   Multilateral agencies at the Jomtien meeting hoped to a achieve EFA by the year 2000–a goal they recognized would require cooperation among themselves and with various governments, both to deliver services according to the new policy guidelines and to proceed to a quick and efficient  resource allocation among other agents (NGOs, self-managed community services and related private enterprises). However, as actual implementation of EFA unfolds, there seems to be an agreement among all participants that it can be achieved better if all resources are pooled, with the World Bank leading the way. This seems to be justified by the Bank’s operational capability, its leverage on government (reinforced by the conditions imposed on government by it and the International Monetary Fund), and by the amount of resources it commands. 

   Despite the Bank’s enormous size, the total pool of funds channelled for EFA by both development banks and aid agencies combined would never add up to more than five per cent of the total budget any one nation spends on education. Yet because the World Bank –to whom most developing countries are indebted- is leading the way, EFA promises to have a dangerously strong impact on strategies for education and, with it, various other social policies in regions around the world. 

   The World Bank is composed primarily of economists, not educators. Their goal is economic efficiency, freer markets and the greater globalization of capital. Their results are, therefore, inherently skewed towards purely quantitative measurements of ‘success’. To offer but one example: after a decade of systematically gathering educational quantitative research and policy analysis, the World Bank has concluded that public primary education should become the centrepiece of EFA. This conclusion is arrived at using strictly economic indicators, such as personal income returns. Based on this data, an additional year of education at lower levels of schooling has been found to bring about a larger increase in income than investments at higher levels of education. From this it is concluded that an investment of funds at lower levels of schooling is likely to yield a larger increase in national income. But such an increase in income assumes that the main resource of a developing country will be its cheap and flexible labour pool, producing goods and services for export. The true increase in income will therefore be realized not in the developing country but by consumers that import its goods. 

   If one is to examine the elements that comprise a sustained learning and development process that truly benefits the targeted country, the conclusion would be totally different: more public support of higher education would be required. Without this support, there will not be enough highly qualified technicians, engineers, communicators, social workers, designers and scientific researchers –all of whom contribute to the ongoing education and development of a nation. 

   The World Bank’s vision of education is one-dimensional, with no consideration for the social, economic and cultural factors which determine the motivations and attitudes of both students and teachers. There is no consideration given to the value of the personal relationship between teacher and student, and, as such, education by text or computer is seen as more valuable than education imparted by an experienced, talented teacher. Before designing new education programmes, we must decide what kind of citizen we want to educate, as well as what kind of worker or entrepreneur. All this is overlooked by the Bank’s shortsighted, microeconomic approach to education. 

   Although we should welcome an economic conception that puts human beings at its center, the World Bank operational conception of ‘human capital’ must be changed if it truly is to reflect long-term development goals. As it now stands, it mainly refers to a stock of ‘human resources’-inputs for private capital which aims to reduce its demands for labour. Such an approach is in contradiction with the discourse on human development, subscribed to by the World Bank at Jomtien, which claims that people are entities to be developed in and of themselves, and not ‘inputs’ to be ‘processed’ by others. Rather, the formation of human capital should be a process whereby people, organized in productive communities, are empowered and increasingly responsible for their own greater development. 

   The strong concern expressed at Jomtien with the need to address increased poverty via greater education is welcome. However, insofar as education and other social policies do not provide a structural solution to the root causes of poverty, they will tend to maintain and strengthen the dependency of the poor on state expenditures and, in the long run, recreate the fiscal crisis of the state. 

   If one is to accept the priorities of human education for all declared at Jomtien together with the general priority of poverty alleviation declared by the World Bank, and the assumption that education must be central to any development policy, there are viable alternatives to those proposed by the Bank. Not long ago, the World Bank recognized that investments in infrastructure had a larger productivity ratio if a accompanied by investments in education. In the same line of reasoning, educational policies must be integral to social and economic policies if they are to be instrumental to the betterment of everyday life. This goal - a new ‘human development paradigm’ that moves beyond the outdated economic paradigm, to which the Bank’s structural adjustment approach is pivotal - is, of course, hard to reach, given the Bretton Woods institutions’50-year legacy. Still, these multilateral agencies could be of great help if they overcame their entrenched approach to development. 

   In its 1990 report o urban policy and economic development, the World Bank concludes that ‘urban poverty will be the most significant and politically explosive problem of the next century’. New approaches are needed to deal with new urban realities. In Latin America, the developing world’s most urbanized region, these new approaches will be critical to the region’s development. Therefore, when adopting the human development paradigm, policies must be geared to systemic urban development - not simply a narrow focus on the poorest, isolated rural communities, which comprise less than one-fifth of the population.

   Structural adjustment policies imposed by the World Bank have resulted in the dislocation of many people who used to belong to the urban middle class to below the poverty line. Yet, because these people, who comprise 50 per cent of the population (and a good part of the new poor and the remaining middle sectors in precarious situations) have had access to an education, maintain a high life expectancy and still hold on to some of their durable goods – all indicators the World Bank uses to determine eligibility - they would not be ‘poor enough’ to be targeted by the EFA programmes. Yet, for many of these people, their education is obsolete or incomplete. If developing human capital is a goal, existing human capital must be recycled and upgraded, not wasted and destroyed.

   From a macrosocial perspective, and beyond some sectoral measures of reforms, such as decentralization of education, adapting the curriculum to local needs, improving textbooks, etc., the EFA policy should be designed in order to guarantee its own sustainability in three ways: 

a) increasingly generating its own resource base;

b) enhancing individual and collective motivation to learn and produce new knowledge; and

c) nurturing the political will necessary to prioritize education as an investment capable of multiplying development opportunities.

The following recommendations are made in this regard:

1. Education must be linked with economic development from the outset.

Only in this way can the new knowledge, attitudes and skills be applied to satisfy basic learning needs, such as the skills and abilities to work, to take care of health and to democratically participate in society as a whole. Educational policy cannot be seen as responding to narrow, preconceived needs with predetermined outcomes; they themselves generate needs and demands, stimulating (or paralyzing) the desire to learn and the hope for personal and social development. 

2. An urban popular economy must be promoted, given the insufficiency of the capitalist sector and the public sector to provide opportunities for all. The growth of the urban economy will not only provide fresh resources to maintain the educational system, but will maintain and strengthen the perceived value of acquiring an education. It is doubtful that private enterprise, national or foreign, will find it profitable to invest in a permanent education of their labour force. Therefore, state intervention in this field is critical until a new productive culture is well-established.

3. ‘Human capital’ must not be treated as an ‘input’ whose cost should be minimized for the sake of greater efficiency. Humans – including teachers - must be valued for their own sake. Teachers are instruments of the historical memory of the popular sector, administrators of social programmes, grassroots organizers and researchers. In brief, in Latin America they are key agents of community development. Yet the World Bank would eliminate many of these skilled professionals in order to achieve ‘education for all’. 

4. Greater consideration must be given to higher education and its interrelationship with basic education. To obtain a basic education programme for all that is externally efficient, we need not only literate people, but also private entrepreneurs to hire them, engineers to build the society, social workers to heal the wounds of poverty, plus researchers, administrators and intellectuals. All of them must be qualified and inclined to work with and for a strong popular economy. 

5. Programme design must be oriented towards the community as a basic unit. If one returns to the initial aim of a basic education for all (instead of a primary education for the poor), one will achieve a bottom-up, development-from-the-community approach. This requires a democratic nation state to enable, foster and support the work at the local level. This means working with and for the local communities rather than focusing on isolated segments of them (i.e. the poorest, school-age girls). In this context, attempts merely to alleviate extreme poverty by providing goods and services to the most disadvantaged individuals and/or families can only be sustained by a continuous injection of external resources that are now in short supply. This, in turn, reinforces economic political dependence of the beneficiary groups. Instead, by designing education and other social programmes at a community level, one develops a creative mix of various levels of knowledge and abilities of the population.

6. Given the shortage of resources, EFA must focus on those urban or urban-rural communities that can efficiently induce similar developments in other communities through technical and economic relationships as well as through cultural affinities. Target communities should commit themselves to make a contribution to a social fund of financial and human resources to develop other areas.

   In sum, the implementation of EFA in Latin America and the Caribbean requires a synergistic approach to education. This means setting in motion all the modalities of education and learning at the same time, incorporating the different elements of the community as active elements of the teaching-learning process, thus creating a community learning context.

   Although it would be useful to consider these hypotheses as alternative educational policies, the fundamental goal is not to further enlighten the intelligentsia, but to foster open participatory practises, capitalizing on the best experience of NGOs as well as of the other international agencies. The bureaucratic rules of the World Bank make it a rigid structure that prefers to work other equally bureaucratized institutions. Yet rigidity and bureaucracy are counter-productive when dealing with qualitative issues such as education. A more participatory process is required when educational policy for so much of the world is at stake. This process must include more transparency at the national and local level, where public policy alternatives to those put forward by the Bank can be openly presented, discussed and assessed by all parties involved.

