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education and economic growth

FIRST OF ALL I would like to say thank you 
very much for having invited me. I have been 
honoured to have been asked to come and I 
have had an exceptionally good and busy time.

What I wanted to talk about this afternoon 
is concerned chiefly with the field of my own 
research over the last few years. I want to try 
and draw some general conclusions from 
that research about the relationship of edu
cation and economic growth. Naturally I think 
this is perhaps the most interesting question 
in education today. I certainly think it is a 
very important question. It is also a question 
which has been much discussed by people 
in different walks of life, and about which 
opinions are still fluid. Therefore if I, in the 
short time at my disposal, make assertions 
which seem rather bold and bald I hope 
that you will realise that they are intended to 
be surrounded by all sorts of qualifying phras
es, which, for the sake of time, I have left out.

I think it is also particularly appropriate that 
I should talk on this topic in South Africa, for 
two reasons. First because the rate of econ
omic growth in South Africa has been high 
by world standards and secondly, because 
you have this rather particular problem of 
separate development, with all sorts of com
plicating factors, and one of the arguments 
that I shall be putting forward has, I think, 
some relevance to the economics of separate 
development, although, of course, it is not a 
field in which I am either qualified as an 
expert or on which, as a guest in your country,
I should feel free to speak. But I think there 
is a relevance and I think that we might 
perhaps draw it out in discussion afterwards. 
Reciprocal relationship

It is quite clear that there is a reciprocal 
relationship between economic growth,, on 
the one hand, and education on the other; 
that economic growth gives more resources 
to be spent on education and, arguably, it 
accelerates the growth of the resources which 
are available for all purposes. Now it is easier 
to demonstrate the first proposition that it
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is to demonstrate the second. It is easier to 
demonstrate that the richer a country is the 
more it has to spend. You can do this over 
time. For example, if you take my own re
search on the United Kingdom, of the total 
flow of goods and services available in any 
one year for a country, that is of its GNP, in 
1900 the United Kingdom was spending about 
2% on education and things associated with 
it. In the inter-war period it rose to about 
3%. It is now at about 7% and will rise and 
there are richer countries where the propor
tion is higher. So that the argument would be 
more has been spent on education. Further
more, if you take a cross-section of couhtries 
while there is not a complete one-to-one cor- 
unassailable that as growth has taken place, 
relation, it is safe to say that if you know the 
level of national income per head, you have 
a fairly good guide to the proportion of the 
national income which is devoted to educa
tion. Now the reasons for this are fairly clear. 
First it is because the standard of living, of 
children especially and of young people, 
rises disproportionately with the standard of 
living of people as a whole. In a very poor 
country the children, so to speak, stand rela
tively at the back of the queue. In a very rich 
country, the civilisation moves on to a much 
more child-centred basis. This is particularly 
true, of course, of the United States, the 
richest country in the world. So you get a 
growing preoccupation with expenditure as
sociated with the family. This is why you get 
such a vast increase of expenditure on hous
ing, furniture and other things as well. That 
is one conclusion you can draw. That is to 
say, if you can predict a rise in national in
come, a disproportionate amount of the in
crease will be spent on education, thus raising 
the average amount that is spent on educa
tion. Also, of course, this means a rise in the 
expenditure per pupil because as the national 
income rises, after a certain point, the size 
of families diminishes. One of the features of 
economic prosperity is the move to the child-
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centred family and one of the character
istics of the child-centred family is family 
limitation, a reduction in the number of 
children per family. But, of course, one of 
the major reasons why as a nation grows 
richer more is spent on education, is not only 
that this is a way in which you choose to 
use your surplus in creating a better life for 
yourself and your family, either through youjr 
own personal expenditure on school fees or, 
more usually, through the taxes which are 
levied on you. It is also because the young 
people are anxious to prepare themselves for 
careers and increasingly, as society becomes 
more complex and particularly as it becomes 
industrialised, or moves through the process 
of industrialisation to the post-industrial so
ciety such as we now have in the richer 
countries, then the way of acquiring qualifi
cations to work lies through the formal edu
cation system. The process moves from the 
family process of acculturation in the work 
situation to apprenticeship and then away 
from apprenticeship to formal instruction and 
training which rests upon a broad basis of 
education.

The argument, therefore, would run — this 
is the second proposition of which I have 
slightly more doubt — that education is a key 
factor in determining the rate of economic 
growth. This is both an old and a new asser
tion. If you look at the great classics of econ
omic literature, particularly at Adam Smith 
and Marx, you will find that the great econ
omists of the 18th and 19th centuries laid 
great emphasis upon the need to have a skill
ed and resilient and highly educated popula
tion in order to achieve a satisfactory level 
of economic development. Adam Smith drew 
a contemptuous picture of English education 
in order to explain why at that time Scotland 
was the pioneering country in the industrial 
revolution and he drew a fairly close con
nection between the Scottish education sys
tem and the economy.

Broadly speaking l think it is true to say 
that in the late 19th century and in the early 
20th century this kind of emphasis dim
inished and attention was drawn increasingly 
to the fact that economic growth was a direct 
consequence of physical capital, of hardware 
of one kind or another. Indeed at the time 
of my own training, at Cambridge, when the 
Asian nations were just recently independent,

a great many Cambridge economists were 
(somewhat unhelpfully perhaps) recruited to 
the economic advisory services of India and 
Pakistan and other countries, and their em
phasis was entirely upon the need to build up 
the capital structure of those nations. The 
national income per head was regarded di
rectly as a result of that build-up of capital. 
This has also been the case, as you will re
member, in the Soviet Union. The Soviet 
Union laid tremendous emphasis, under 
Stalin, on creating physical capital by pushing 
down the standard of living of the Russian 
people, and the demand for education, which 
had also been a feature of Soviet rule, was not 
directly for economic growth purposes, but 
for cultural, social and political purposes. But 
in the fifties two major developments took 
place in economic thinking. First was the dis
covery that quite often you could pour phy
sical capital into a country and the conse
quences for economic growth were not par
ticularly dramatic. The striking European ex
ample of this was Norway, which spent more 
of its national income on physical investment 
than any other country and had one of the 
lowest growth rates. And the other develop
ment was one which laid emphasis upon the 
need of a country which was going through 
a process of economic growth to have skills 
of all kinds. You may see in this a kind of 
clutching at straws. Once you had seen that 
your initial solution to the problem of low 
income had failed, you moved on to the next 
thing. But it was not only a straw. It was also 
based upon a series of chains of reasoning, 
some of which were quite powerful. I think 
it would be true to say that in the United 
States which, in terms of academic weight, is 
much the most dominant country at the mo
ment academically in the field of economics, 
most economists interested in the process 
of economic growth would assign the highest 
single weight of all the factors concerned to 
education. I shall be discussing in the next 
part of this lecture why this should be so.

Changing manpower patterns
If we think about the pattern of economic 

growth there is, of course, one striking fact 
which always occurs: the shift out of primary 
production, out of agriculture and extractive 
industries into manufacturing industry and 
then from manufacturing industry into the so-
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called service occupations, the occupations 
of personal service of all kinds, medicine, 
education, leisure activities, housing, and so 
on. But the crucial stage in economic growth 
is almost always through the great growth 
of the manufacturing sector. So therefore 
another way of describing economic growth 
is to describe the rapid diminution in the 
number of people working in agriculture. In
deed the problem in economic development 
is usually to get the people off the land and 
to get them into the towns and into the 
factories. This, as you will remember from 
your history, is the major story of the horrors 
of the industrial revolution in England and in 
Wales and Scotland. It was the major cause 
of Stalin’s collectivisation of Russia — the 
attempt to drive people away from their peas
ant holdings by means of famine. It has been 
a major factor in all the developing areas. It 
remains a major factor in those European 
countries which still have quite large agricul
tural populations, like Italy, France and West 
Germany. The reason why the Common Mark
et is a fairly bad deal for the United Kingdom, 
as it is at present structured, is because the 
Common Market hands out enormous subsi
dies to these large agricultural populations 
in Italy, German and France, basically in order 
to get them off the land without too much 
political protest.

The consequence of these shifts is a rapid 
change in the structure of the labour force, 
and rapid economic growth is always accom
panied by an increase of people in the manu
facturing sector and particularly in a rising 
demand for middle-level and high-level skiils. 
Indeed the faster the rate of economic growth 
and the higher the level of economic growth 
that you achieve the more rapid the demand 
for skilled manpower and the running down 
of demand for unskilled man-power. Thus 
in a country like the United States you can 
have simultaneously acute shortages of skill
ed workers, side by side with surpluses of 
unskilled workers. This is a common pheno
menon, even in California, the most prosper
ous part of the United States, where the un
skilled are concentrated chiefly among the 
minority groups, the blacks, the Puertoricans 
and the Mexicans.

Therefore, the argument runs, as economic 
growth takes place you get these acute short

ages of skills. You get the need continually 
to up-grade skilled people. Most of the skills 
that people acquire in the economy are ac
quired either in industry in formal training 
programmes, but more usually in on-the-job 
training — picking it up on the job. The 
American evidence is pretty formidable about 
this, that most of the skills in a modern econ
omy (despite the urgent requirement for very 
highly skilled people with formal training) 
have been picked up on the job. This on-the- 
job problem still rests, however, upon a very 
large demand for those skills provided 
through the formal training process. Obvious
ly, in the service sector, if we think about 
the demand for teachers to service the vast 
expansion of education, or the demand for 
medical workers, social workers and other 
specialists to service the enormous demands 
for medical care, and if we apply this through 
the whole range of the economy, we get some 
idea of the orders of magnitude involved. 
These skills, particularly the middle- and 
higher-level skills, can only be provided on 
the basis of a fairly sophisticated and highly 
articulated education system. The argument 
runs that if you can predict the man-power 
pattern you will be able to plan the education
al service in an economic fashion, to provide 
the skills that you need. Now the three coun
tries in Europe which have done most in this 
field are France, the Netherlands and Swe
den. Educational expansion in these three 
countries — and we must remember that the 
French educational expansion has been the 
most dramatic of all — has been based upon 
fairly carefully worked out man-power plans. 
One of the features of these plans has been 
that thye have always underestimated the 
likely demands for high-level skills and par
ticularly for middle-level skills. It has also 
been very difficult to implement them for 
reasons which I will give later. But — and this 
is a certain point — there is no doubt at all 
that the evidence suggests that economic 
growth is accompanied by a changing man
power pattern and this man-power pattern is 
a fundamental influence on the education 
system.

Changing consumption patterns
The second consequence of economic 

growth is a rise in consumption levels. Quite 
frequently these rises in consumption levels
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do not take place at the early stages of econ
omic growth when most of the surplus is being 
diverted into investment. But at the higher 
levels there is a rapid rise in consumption per 
head, of which Japan, South Africa and 
Western Germany are fairly good examples. 
This rise changes radically the consumption 
pattern. There is a great deal of economic 
research on this topic; the most simple and 
the one most people know about is Engels’s 
Law, the fact that as the level of expenditure 
rises, the proportion you spend on foodstuffs 
and other basic necessities drops because 
the actual amount you can spend on food 
is limited by physical considerations. The 
consequence of this is, of course, that your 
consumption pattern moves into a field of 
product, praticularly manufactured products 
and services, all of which require sophistic
ated productive processes. One thinks of the 
demand for sophisticated house room, the 
demand for motor cars, the demand for 
leisure activities of all kinds, all of which 
require a very much more intense use of 
skilled labour than the primary industries 
which they have replaced. If I may, again 
use education as an example: education is 
extremely labour intensive as a sector of the 
economy and is also extremely skill intensive. 
It is the largest single user of skilled man
power in a modern economy — and since 
one of the factors about rising consumption 
levels is a tremendous increase in the demand 
for education, and things associated with edu
cation, one of the consequences of the rise 
in consumption is the demand for more skill
ed people to provide a means to satisfy that 
demand for consumption.

There is also, of course, the increase in 
leisure which itself increases the demand for 
education because of people’s demands to 
use their leisure time in complex and sophis
ticated ways. Indeed, one of the aspects of 
the increase in leisure in modern societies is 
precisely the rise in the demand for educa
tion. It just isn’t true that part-time education, 
evening education and so on, goes to those 
who have missed out on education on the way 
u d . The demand for part-time education in 
most countries is a direct function of the 
amount of education that you have had your
self previously. A man with a Ph.D. is far 
more likely to be attending night classes 
than the person who left school at 12 or 13.

This is a continuous and fairly important ele
ment in the demand for education.

There are also, of course, the rapidly 
changing social patterns which are associated 
with economic growth. I have time only to 
mention one of them. It is the changing social 
status of women, which is associated with the 
changes in economic patterns though not 
necessarily caused by them. This has a tre
mendous effect on the demand for education 
for girls and part-time education for women 
generally. There are many other changes in 
social patterns which, of course, one could 
mention — the rise in the demand for educa
tion and which are pretty closely correlated 
with economic growth.

Education serves economic growth
For these and other reasons I therefore 

think that it is reasonable to assume that 
education plays a considerable part in ser
vicing the process of economic growth. I am 
not one of those that believes it is a major 
cause. There I differ from my American col
leagues. They and some of their British fol
lowers have attempted to analyse the relative 
weights of different causes of economic 
growth and, generally speaking, in the United 
States — of course this depends on the cir
cumstances of the case — it is argued that 
something like 2/5th of economic growth is 
due to the education system itself and the 
furtherance of knowledge by research and 
technological development. This has become 
a popular sounding board for educators in 
the United States and it was actually men
tioned in President Kennedy’s first state of the 
union message. He quoted this research as 
part of his argument to Congress for sub
stantial Federal support for education. I have 
always been slightly dubious of this kind of 
argument. Economics, like any other disci
pline, changes its views on any known ques
tion several times in the course of a working 
lifetime. It was always said that in any group 
of three economists you would get four 
opinions and two of them would be Keynes’s 
and there is also the other story of Keynes 
going to advise President Roosevelt on how 
to cure the slump. Keynes said: “ Have an 
unbalanced budget. Spend more money.” 
And Roosevelt’s own economic adviser said: 
“ Have a balanced budget. Spend less money 
adn raise taxes.” Roosevelt said: “ Why don’t
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you two guys get together and get an agreed 
document?” I think one of the dangers of 
economists in education who provide argu
ments to people interested in education — 
arguments which seem to suggest that edu
cation must be supported because it is a 
necessary part of economic growth — might 
be the possibility that economists might dis
cover that education actually handicaps econ
omic growth. In which case I think the edu
cators would be in a difficult position. That 
is why I tend to play it down, as a propagandist 
for education, which I value in and for itself.

Consequences for education
If we think about this process of economic 

growth and the changes that I have mentioned 
and its effect on education, it is fairly clear, 
I think, that you can divide the consequences 
into three parts. The first is that, increasingly, 
the actual preparation for a career becomes 
part of the formal education system. This 
we could call the cause of the great growth 
of vocational or technical education but it 
effects, of course, the whole education sys
tem, university education, secondary educa
tion, education at many levels. To give you 
a very good example of this, it is after all 
not so long ago — the first half of the last 
century — that doctors were trained purely 
by apprenticeship. It is only comparatively 
recently that a university degree or an equiva
lent thereof, has been a required certificate 
for entry into the medical profession. There 
is now a great debate going on in the United 
Kingdom as to whether or not lawyers should 
be required to have university degrees in law. 
Even now, some major professions, such as 
teaching and nursing, still don’t require a 
university degree. I think it is fairly clear if you 
look at the richer countries that there has 
been a process of moving the process of 
qualification into the education system. The 
education system, therefore, has become a 
major supplier of skills. Now I must empha
sise it is by no means the only source of 
skills. Even in a rich country like the United 
States there are still many appreticeship 
schemes, particularly at the semi-skilled level. 
Furthermore, few people are able to enter 
directly into their career just with the skills 
and qualifications that they have picked up 
in their education. There is a very long pro
cess of acculturation and experience which,

in the American evidence, plays at least as 
great a part in the development of the career 
pattern of the individual as his formal training. 
Nevertheless there is no doubt whatever that, 
as the shortages of skills manifest themselves 
in every single country, the major factor de
termining the structure of a large part of the 
education system is the need to provide the 
skills for a modern society, for a modern 
economy.

The second consequence which I see in 
education is perhaps a somewhat more subtle 
relationship but one which may perhaps be 
the most important of all. This is that as 
economic growth takes place and social 
change occurs, the society becomes a much 
more consciously sophisticated structure and 
the education system itself becomes a more 
sophisticated form of social institution, a 
much more highly articulated system, a much 
more complex system, a system which is 
responding to pressures of various kinds, of 
a complicated nature. I think in order to 
understand the social and economic role of 
the education system you would have to have 
a subtle understanding of the way in which 
a modern society works. I think there is no 
doubt that if you compare the education 
system, say, of the 1970s in the United King
dom with the education system of 70 years be
fore, the chief difference that you would see 
would be in both the sophistication of its tech
niques and the complexity of its organisation. 
This, to my mind, seems to be a direct con
sequence of the fact that education has 
moved centrally into the argument and into 
the forum of economic and social change.

The third consequence that I see for educa
tion is this: If you were to seek to character
ise the rich countries of the world in this part 
of the twentieth century you might take many 
views. You might, for instance, regard them 
as morally despicable, you might call it the 
age of total frontal nudity, or something of 
that kind, but I think that the characteristic 
that would strike you most about all of them 
would be that they are societies that are ab
solutely drenched or saturated with educa
tion. The phenomenon, I think, which strikes 
one most if you are looking at statistics or 
just at social patterns in countries like Swe
den, the United States, Canada, to a lesser 
extent France, Belgium and the United King
dom, is the extent to which the education
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system has permeated every sector of society 
and involved so many people in it. It really 
is not accidental that out of the population 
of just over 200 millions in the United States, 
over 50 million people are engaged full-time 
as teachers and students. It is an activity 
which is extremely dominant. It isn’t an ac
cident, I think, that Ontario is spending 11% 
of its national income on education.

Now the consequences of this for the ana
lysis of education seem to me to be import
ant. I become irritated when I read books 
(like those by Professor Bantock, for exam
ple) concerned purely with the so-called 
maintenance of standards and values; I be
come slightly irritated because he always 
assumes that nobody else is concerned with 
standards and values but himself. He also 
assumes that the maintenance of standards 
and values rests necessarily upon a small 
education system. If he really believes this, 
I think this must mean that he believes that 
the maintenance of standards and values is 
completely incompatible with contemporary 
society, because one of the factors about con
temporary society which most strikes any 
observer is the extent to which there is a 
thirst for education, a thirst which shows little 
sign yet of having been assuaged at all.

Implications for educational planning
Now, clearly, in what I have argued so far, 

the implications for educational planning are 
fairly important. There are two ways in which 
national planning bodies and education 
authorities have responded. The first has been 
to take seriously the role of the education 
system as a provider of skills, and to base 
the whole education system ultimately upon 
this role. This has undoubtedly been the way 
that the Soviet Union has planned its educa
tion system. There is also no doubt that the 
expansion of the education system in the 
USSR has been one of the most striking fea
tures of that unhappy country. There have 
been few Western countries which have car
ried out planning of education on this basis 
to such an extent, but it is certainly true, both 
of the Netherlands and of France — perhaps 
more of France than of the Netherlands — 
that these two are two countries which have 
based their education programmes upon 
man-power plans of all kinds. It has also been 
extremely popular in the developing nations.

Every new nation has a flag, an airline and a 
man-power plan, as you know, and they have 
attempted to build their education system 
around the man-power plan. On the whole, 
except where you have a pretty tight control 
over the jobs that people go into, as clearly 
happens in the Eastern European countries 
and the Soviet Union, these man-power plans 
have tended not to be fulfilled for the very 
simple reason that if you train a man in one 
particular line, if he finds another line more 
interesting or paying better, he will go into 
it. I always annoy my man-power planner 
friends by pointing out that not a single one 
of them was trained as a man-power planner! 
Yet they are all earning extremely good liv
ings as man-power planners.

The other response has been the so-called 
social demand response. This has been the 
attempt to make the education system res
pond to the expressed demands of the people. 
That is to say, if you get a surge of demand 
for places in higher education, you provide 
places in higher education. If you get a surge 
of demand for places in some particular field, 
you try and meet that demand, and for modi- 
field social demand, you try and stimulate the 
demand in areas where you feel it is neces
sary, among deprived groups, for example. 
The trouble with the social demand approach 
is, of course, that first of all the target which 
it sets is usually much above the immediate 
resources of the nation to meet, particularly 
in the developing nations. But, secondly, it 
does lead to a gross imbalance between the 
kinds of people you are producing, and the 
kinds of jobs which are usually available for 
them.

There are tremendous problems of planning 
here. It is much easier to provide places in 
the straight-forward humanities that it is in 
those subjects which require a huge amount 
of capital equipment. Therefore even in 
France where they have attempted to respond 
to urgent demands for more doctors and 
more engineers, they have not been able to 
fulfil their target because of acute shortages 
of equipment and buildings. But broadly 
speaking I think it is true to say that in most 
of the Western world the basis of educational 
planning has been the social demand ap
proach. Now this is not necessarily wholly 
incompatible with the man-power planning 
approach, because when people are prepar-
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ing themselves for a career, they usually have 
some idea, not necessarily a wholly good one, 
of what the market for labour is actually 
like. It is for this reason that you get switches, 
quite dramatic switches quite frequently, in 
the universities from faculty to faculty.

Conclusions
I want to draw, if I may, a broad conclu

sion about education from this brief perspec
tive of education seen from economic eyes 
I draw four main conclusions, from what I 
have said and the work that I have done. The 
first is that the training of skills, not only the 
initial provision of skills but the re-training of 
people as the technologcal basis of the econ
omy changes ever more rapidly, is likely to 
be an ever more dominant feature in the 
whole educational system, and it is in this 
area that we must expect the most dramatic 
developments. I am optimistic about this. I 
have a feeling that in many of these technical 
area that we must expect the most dramatic 
gogically speaking, seems to be going on.
I am also optimistic in the sense that I believe 
that, as the occupational psychologists have 
indicated, the acquisition of skills, even of 
very complex skills, is much easier than peo
ple have hitherto thought. There is always the 
example of the training of women to do 
engineering jobs during the war in Britain 
when, within six months, quite a number of 
women were able to take up jobs which pre
viously had taken men seven years to learn. 
This may tell you something about men and 
about women and about engineering. There 
is no doubt whatever that a great deal of 
the extreme length and complexity of much of 
our existing technical education does not 
bear any direct relationship to the needs of 
the people for those particular skills, but is, 
in fact, a tribute to strong trade union and 
professional attempts to limit entry. You don’t 
have to wait until you are 30 to become a 
doctor, as you do in America. You may have 
to wait until you are 30 to become a doctor in 
order to be able to earn $75 000 a year, but 
that is a separate point.

The second point I would make is that you 
can only provide skills on a broad and flexible 
base. It is a general truth that in order to 
get x% people coming out at the top, you 
have to have 10% going in at the bottom, 
as it were. Wastage occures in every educa

tional system. It occurs particularly in rapidly 
developing education systems and it is quite 
impossible to provide specific vocational 
skills from the education system unless you 
have a very wide educational base. Education 
systems of a wide variety of kinds — of the 
United States, the Soviet Union, of France — 
are now all based on this fact.

The third point that I would make is the 
necessity for flexibility in the educational sys
tem. The in-service training of teachers is 
an example of what I have in mind. Therefore 
the rigid age-grade link has broken at that 
level. I think, also, that since we have no 
means of forecasting, in the long run, what 
the likely occupational structure of a society 
is likely to be in detail — it is the detail of 
course which counts for vocational prepara
tion — the more we have people who have 
a flexible kind of education behind them and 
are able, therefore, to move from one field to 
the other with comparative ease, the more 
fortunate we shall be. In this respect my own 
country of England is particularly handicap
ped because of our long and rather unhappy 
experience of very early specialisation. It is 
generally true to say that you don’t have to 
decide in the United States what specialisa
tion you are going to take up until the end 
of your under-graduate fourth year. It is quite 
common for people at that stage having spe
cialised in mediaeval literature, to decide that 
they want to become psychiatrists, or what
ever. Now this is something which would be 
impossible in England and difficult in con
tinental Europe.

The fourth phrase that I would leave with 
you, and this will be my concluding point, 
is the tremedous importance of continuity 
in the educational process. It really doesn’t 
make sense to divide it up in quite the way 
that we have been used to doing, because the 
argument that I have been presenting to you, 
both the demands for skills and also the 
fact that rich nations demand a lot of educa
tion because they like education, implies that 
the demands laid upon the education system 
will be increasingly complicated demands. It 
therefore means that unless you have an edu
cation system which maintains some kind of 
continuity between all its parts, the more 
likely you are to get discontinuities and an 
inability to meet legtimate requirements of 
people.
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