
University Microfilms 
International 
Pledse send additional information 
for 

., . ... 

300 North Zeeb Road 
Dept. PR. Dept. PR. 
Ann Arbor. MI. 48106 
USA. England 

30-32 Mortimer Street 

London WIN 7RA 

INVESTING IN PEOPLE 
THE ECONOMICS OF 

POPULATION OUALITY 
by Theodore W. Schultz 
(University of California Press; 173 pp.; 
s 12.95) 

Walter E. Ashley 

This small hook bawd on Professor 
Schultz's 1980 Royer Lecturcs at the 
Univcrsity of California, Bcrkcley, is a 
useful statement of the twin themes to 
which thc Nokl prize-winning econo- 
mist has dcvoted much of his life's 
work: First, "human capital," rather 
than space, cncrgy, cropland, or any 
other physical propertiesof the earth, is 
the dccisivc factor in improving thc 
wclfarc of poor peoplc cvcrywhcrc. 
This human capital can 1x2 augmentcd 
I)y cducntion, work experience, and im- 
provcnicnts in hcalth to make a deci- 
sive contribution to the cconomics of 
the less-developed . countries. Second, 
government involvcment can cause 
ccoiiomic distortions that prcvcnt the 
proper iisc of this liurnan capital. 

Any cconornist with cxpcricnce in 
the Icss*dcvclopcd coutiiries could be 
cxpccted to sympathize with, or csscn- 
tially agree with, these views. So the 
first thing to be said is that Schultz's 
vicw of the importance of human capi- 
tal has frcqucntly not commandcd as- 
sent in the less-developed countrics, as 
is amply demonstrated by the rccord of 
premature attcmpts at industrialivtion 
or emphasis on huge construction proj- 
ccts. To that extent, thc Scliultz hook is 
still a valuable rcminder that a poor 
nation's srrugglc to achicvc decent liv- 
ing standards for its people demands 
trained and dedicated brains as well as 
material resources. It also points up the 
shortcomings of much economic re- 
search, which trcats labor as an undif- 
fcrentiatcd commodity rather than as a 
rich and varied natiojlal asset. 

The book is also challcnging hecause 
of the shccr lcngth to which the author 
pushcs his "human capital" thesis. A 
rcal optimism shines out through the 
somewhat opaquc prose. Investment in 
agricultural research can pay off in 
grcatly increased food supply in ways 
that Malthus and Ricardo never could 
have envisaged. Farmers will not be 
held back by cultural factors from par- 
ticipating in the agricultural revolu- 
tion; they will be its economic agents, 
figuring costs and risks. Increasing the 
stock of health will pay surprising divi- 

dends-prospects for a longer life span 
will provide incentivc for the individu- 
al to invest i n  more cducntion to make 
life morc meaningful. The possibility 
of a better life for one's children will 
encourage parents to liniit the numlxr 
of offspring, thus enabling them to do 
morc for those who are born. 

Rccent devclopments, of coiirsc', indi- 
fiitc that milch of Schultz's optimism 
may indccd be justified. The dcvelop- 
ment of new varieties of rice and 
whcat, their adaptation to local condi- 
tions hy expcrts trained in the Icss- 
developed countries, and the largc-scale 
application of fertilizers and insect con- 
trol have grcatly increased output in 
many countrics. India has tripled its 
whcat output in littlc'ovcr a dccade 
and, with stockpilcd grain, easily SUI' 
vivcd a major drought. Advances in 
gcnetics hold out prospects for further 
advances. Such devclopmcnts validate 
Schultz's perception- brought honic to 
him when he saw how indigenous 
skills utilized Marsh;ill 1'1311 aid to 
rcstor: Europc after World War I I -  
that sophisticated knowlcdgc, not phys- 
ical rcsourccs,.is thc vital ingrcdicnt in 
dcvelopinent. 

In the 1atter.part of the book Schultz 
turns to his second thcsis: that govern- 
mcnt involvement in the economy can 
be pernicious. Hc departs from his dis- 
cussion of conditions in thc less-devel- 
oped countrics to criticizc the role of 
the United States Government in run- 
ning US. schools and cxpresscs conccrn 
about government funding of,scientific 
and cconomigi;rcscarch. A chapter on 
forcign aid b i ' t h c  U.S. and othcr gov- 
c rnments ,  which ,  says Professor 
Schultz, mistakenly usc social rather 
than cconomic criteria to determine the 
form of their assistance, brings thc 
focus of the book back to the Icss-devcl- 
oped countries. 

Generally, this section of the book 
scems less convincing, although good 
points are made-for examplc, about 
the valuc of parcntal input in school 
education. And the general thcsis that 
government iqvolvcment tcnds to mis- 
allmte capital is surely valid. But  the 
chapters arc rcdolent of the "leave it to 
the market" philosophy of the Chicago 
School of economics, without much of 
an attempt to determine what may be a 
vdid role for government in research, 
education, and other fields. Surely such 
a role is important, particularly for the 
less-developed countries, where in  
some cases government may be the 



only institution able to initiate desired 
changc. 

This rather routine discussion of gov- 
c r n m c n t  shortcomings, however, 
should not k allowed to oversh?dow 
the main valuc of the book. Obviously, 
the ability of the less-dcvclopcd coun- 
tries to raise themselves to a better life 
is not yet provcn. Technological ad- 
vances in health, it may be argucd, 
could rcinforcc the validity of the Mal- 
thusian argument that incrcascs in  pop- 
ulation will eventually outrun im- 
provements in the world's food supply 
and negate any attcmpt to raise living 
standards abovc subsistence lcucl. But 
the picturc Profcssor Schultz draws of 
the ncw nations making u.w of thcir 
human capital to achicvc k t t c r  livcs 
for thcir people gives us cause for 
h o p .  m !  

THE NAZI QUESTION: AN ESSAY 
ON THE INTERPRETATIONS 
OF NATIONAL SOCIALISM 
(w22-1g75) 

by Pierre Aytoberry 
(Panthcon; xiv +257 pp.; S6.95 [papcr]) 

Anthony lames /om 

Hitlcr and nazism intrigue us, gcncrat- 
ing an'endlcss progeny of books that 
Picrrc Aysobcrry sccks to put in order. 
"My aim was to writc a history of thc 
images of nazism, constructcd i t  first 
by itself, its sympathizers and ndvcrwr- 
ies, thcn by the practitioners of the dif- 
ferent social sciences who found in it a 
point of application of thcir methods." 
Thc scholarship- analyses of dozens of 
major works in French, German, ed 
English- is iniprcssivc. 

The first thing to strike the reader is 
the povcrty of standard Marxist, and 
especially Communist, analyses of na- 
zism. In the 1930s thc Communists 
insisted on forcing the Nazis into the 
crudest Procrustean 'ord of economic 
determinism. Their mechanistic insis- 
tencc that Hitlcr was nothing but a 
puppet of thc Krupps was comple- 
mented by an cxplanation of the con- 
centration a m p s  as nothing but a more 
efflcient way for big business to exploit 
labor. 

But economics failed to explain why 
the Nazis turned these camps of exploi- 
tation into camps of extermination; and 
Stalin's much vaster system of camps 
leaves communism wide open to the 

charge of k i n g  nothing but a machinc 
for exploiting labor. Even the Commu- 
nists could not escape certain unplcas 
ant facts, such as that 53 per ccnt of the 
storm troopers in  1932 werc made up  of 
working-class mcmbcrs. This  helps ac- 
count for the otherwise incrcdible 
Communist tactic of lumping the So- 
cialists with the Nazis ("Social Fas- 
cism"), It was necessary to blame thc 
social democrats for Hitler, "thc better 
to excuse the proletariat." 

Communist writing on nazism, 
crowncd by the confident prcdiction 
that a short-lived Nazi-capitalist regime 
would be followed by the incvitablc 
prolctarian rcvolution, is embarrassing. 

Thc Communists paid for their ritual. 
iu.d ignorance with total defeat, and 
often with thcir livcs. Marxists like ta 
tell onc another that "environment de. 
tcrniincs consciousncss." Good; can we 
therefore assume that ugly events in 
the real world have forced a revision of 
the hallowed but demonstrably inade- 
quatc categorics of thought? Alas, as 
Ayqoherry sliows, contcmporary stud- 
ies of nazism by East German historians 
arc still based on the crudest of class- 
war rssumptions: "that those who later 
profitcd from nazism must have been 
its accomplices at the start"; that "the 
one who paid was the one who cam 
manded"; and that "thc one who did 
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