economist recognises educa-

i Ntiu_n as consumption. Rather, it

is constdered: as investment which

- yields the atugmentation of produc-
1 lmty of the human bewng. The non-

economic approach to education de-

fines it to be an instrument of culti-

vating the mind to higher moral

percepts and way to life. These two
approaches are-not conflicting. The

. economic effects of education can be
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divided into the cffects on the incom-
es of persons receiving education and

" the effects on the incomes of others.

This distinction largely corresponds
to the distinction between private
and social effects. Being a source of
substantial improvement, education
is also socially desirable. But an
individual is very much alone to
decide whether- he/she will be edu-
cated or not and what will be his/her
level of education. At the early stage
one individual goes to schogl jus to

.obey -his/her parents or imitates his/

her friends who are no doubt being
advised by their parents along syimilar
line. After achieving a standard level

‘of maturity, i.e. becoming an “eco-

nomic person” he/she can take any
decision about undertaking educa-
tion on the basis of rational economic
calculation.

Orthodox economics assume tha
ift making any economic analysis- of
private demand for education, an
individual takes account a number of

- factors such as private cost of educa-

tion including both eamings f{ore-
gone and fees, other direct costs, for

" example, expenditures on books and

other ‘'matenials. out-of-pocket ex-
penditures for clothes, travel etc. and
income of parents. Given these re-
levant constraints, an individual de-
cides the level of his’her education.

Considering high cost. as the main

impediment to education, policies
were taken to reduce the cost of
education through providing subsidy
at all levels of education. But provi-

- sion of subsidy in previous decades

failed 1o ensure the dissemination of

the fight of education. This failure -

necessiates the search for the root-
causes and determinants of private
demand for educatinn.
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Fortunately, modemn cconomics'is
now capable to take into account the
impact of investment in education,
and the socio-economic class of the
individual, in analysing the decision-
process of private education de-

-mand. Education, being a human

investment results in an addition or
augmentation of productive capacity
of the individual. Usually, educated
individuals in Bangladesh sell this
augmented productivity in the mar-
ket. Thus the market becomes as

. important for an individual as the

cost ‘'of education and parental in-
come, in deciding the level of educa-
tion. If markets were functionihg
competitively in Bangladesh, actual
scope and price of selling the au-
gmented productivity could have
bben refiected in the market. But in
Bangladesh scope and price of selling
productivity does not solely depend

on market factors i.e. demand and-

supply forces, but also on institution-
al factors. Scope is determined by

social a class. Kinship conflicts with -

profit-maximisation, which is a basic
in matket mechanism.

No economic théory can explain

‘why an MD of a private firm employs

his brother/brother-in-Jaw in a vacant
post despite Having more competent
candidates, or why the salary of an
employee with similar duties differs
widely between a local and foreign
firm. Though having no qualitative
differences 1n acadenmtic perform-
ances/results, jobs wait for some and
for some -others they are beyond
reach only due to the differences in
socio-economic . background of the
two groups. -

Bribes required to get a job after
education is also counted i making
economic calculdtion of taking
education. Availability of a *“Mama”
(2 strong lobby far a lift) also affects
the access to the job market. There-
fore individuals with different socio-
economic status are not egually

drawn to-the future “prospects” of
education. Social connections of s/
her parents, religion and the region
where he lives appear to be impor-
tant in determining private demand
for education.

We cannot assume that the indi-
vidual is ip an omniscient position
while' taking the decision about
education. Informational asymmetry
is an imporfant factor that must be
taken into account to grasp the pn-

vate demand for education.”An indi-

vidual determines the level of educa-
tion on the basis of the information
about the possible returns of diffe-
rent Jevels and types of education.
But access to information is net
equal for each. Usually, between the
urban and rural individuals, the fu;-

mer have more access to information

than the latter. Again, parental sta-
tus and education afso affect the
access 10 information. A rural indi-
vidual receives these informaton
from his teachers, aged neighbours
or parents. Thus a man of past
generation prepares a man of present
generation for the future. The pn-
vate demand for education depends
on these information transmitied to
the individual. These tranémissions
include neither objective frequency
in information not the crude in-
formation only. They also include
predictions and inferences about the
future scope and opportunity of
different types and- levels of educa-
tion. In maximum cases rural sotirces
of information fail to predict correct-

“ly. This may result in wrong selection

of level and type of education. Some-
times rural individuals lack sufficient

information. This asymmetry of in-

formation affects the private de.mand
for education.

Returns of investment in educa-
tion involve a substantially large time
lag. Investment in education means
sacrifice of present consumption for

an inflated future consumption. Ind:-.
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vidual's time prcference between
present and future consumption,
therefore, plays an imporiant role in

the decision making process of de-

manding education. The implications
of high time preference i.e high
subjective discount rate are use of

more resources to mest present con-

sumption and low investment in
ymlds with high future returns. The

very poor, struggling at the edge of |

subsistence levels of consumption,
are occupied with survival on day-to-
day basis. Their ability to plan 15
often restricted to a crtically short
time horizon, measured in davs or
weeks. This lowers the ability to

forego consumption today by mivest-’

ing in education for later consump-
tion. A myopic individual also always
prefers present consumption to fu-
ture consumption. Thnugh extent of

powerty is the main determinant of

time preference, there are also some
other factors that influcnce the time
preference. ‘It is not necessanly that
an affluent individual will always be
less myopic than a non-affluent indi-
vidual. An individual's instinct, in-
telligence and merit determine his
capability to evaluate the future and
therefore influence the time prefer-
ence, which in tumn affects the pri-

. vate demand for education.

An enquiry based on- above no-
tions will help to understand the
problems of the education sector in
Bangladesh. Low level of participa-
tion in the education system by rural
people irrespective of rch and poor
than urban counterpart appears 1o be
consistent with existing social struc-
ture and informational asvmmetry.
High level of drop-out in upper

primary and secondary level of

education becomes consistent with
poverty status and time preference of
rural parents. Without eliminating
the structurel constraints, lowering

"-the transaction cost of information,
~ improving the poverty status, any

attempt to lower the cost of educa-
tion by allowing higher subsidy will

not be able to achieve the desired

target of ensuring education in the
socIety.
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