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INTRODUCTION

Laurence Wolff and Juan Carlos Navarro

This book, the first systematic cross-country review of private education
in Latin America, evaluates the public policies in the region that affect
the performance of private schools. It describes the current set of rela-
tionships and policies between the public and private sectors in six coun-
tries—Argentina, Chile, Colombia, Guatemala, Peru, and Venezuela. It
examines the “rules of the game”—public regulations, laws and oversight
mechanisms, and practice—for both public and private education and
shows how these rules can be arranged to achieve public policy goals of
equity, access, quality, research, and customer benefit. We hope that this
book will inform the ongoing debate about the role of private education in
the region and lead to more effective public policies.

Officially recognized private education institutions in Latin America
enroll one-quarter of all students in the region. There are also large num-
bers of undocumented private institutions, including unregulated training
institutions, informal early childhood care programs, and “cram” courses
for university entrance examinations. Contrary to common assumptions,
private institutions in the region do not cater solely to the middle and
upper classes, but many also serve poor or underprivileged clienteles. Over
the years, private education has grown in response to changing economic
and social needs, a lack of public funding for expanded public education,
insufficient government flexibility to respond to emerging needs, as well
as—in a number of cases—specific policies that have encouraged private
education. Increased access to Internet services is leading to the growth of
private “virtual” higher education, often internationally based.

There are three sections in this book—an overview, a set of six case
studies, and three summary discussions. The overview describes the sig-
nificance of private education in the region and argues that the debate
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over the “privatization” of education is an outdated concept. Rather, the
distinction between private and public is less important than the perceived
public good of each set of institutions, and the rules of the game to which
critical actors of the system respond. With the right policy framework,
high-quality public education can exist at the same time that expansion of
private education is encouraged. The greatest obstacle to effective public
education is the lack of incentives and the associated necessary tools and
support that encourage quality and equity. The greatest obstacle to private
solutions that serve the public good would be the state’s relative lack of
capacity to design and implement an appropriate environment and set of
incentives that facilitate and motivate the private sector to promote the
public interest. Both public and private education need clear and coherent
standards, the means to achieve those standards, rules and incentives that
encourage the meeting of those standards, and feedback on how well the
students and the schools are performing.

The second section presents case studies of private education in six
countries. Each chapter examines the current situation and relationships
between the public and private sectors and the extent to which govern-
ment oversight, regulation, and/or subsidization supports or impedes
objectives such as equity, access, quality, and responsiveness to client and
labor market needs.

The case studies on Chile, Colombia, Peru, and Venezuela look at pri-
vate education in terms of the principal-agent relationship. In economic
terms, this relationship exemplifies the consequences of asymmetry of
information on the actions of the relevant parties. More specifically, such
asymmetry occurs when one party (the principal) contracts with another
(the agent) to undertake certain actions, but cannot directly observe the
extent to which the agent is meeting the contract’s goals; the agent may
therefore maximize its own goals rather than those of the principal. The
relationships between the ministry of education and individual schools or
groups of schools, between school principals and teachers, and between
teachers and parents, can all be described in terms of the incentive and
information problems highlighted by the principal-agent model.

Beyond this principal-agent focus, the case studies summarize the state
of private education and public policy across these various countries.

Private education in Argentina has increased rapidly over the past
several years and today accounts for 28 percent of preschool, 20 percent
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of primary, 28 percent of secondary, and 15 percent of higher education
enrollments. The government subsidizes most private schools; these get
40 percent of their funding from government. The case study on Argen-
tina points out that these subsidies are not based on a coherent strategy
of encouraging equity and quality, but instead are based on outdated his-
torical considerations and individual negotiations. In many cases, schools
with children from privileged economic classes receive public subsidies.

Private education in Chile accounts for over 40 percent of enroll-
ments at all levels of education. Publicly subsidized, but officially private,
schools in Chile account for a large percentage of primary and secondary
enrollment. Subsidized private schools as well as public municipal schools
are financed by the state on the basis of the number of students enrolled.
The case study of the subsidized private primary and secondary schools
in Chile is of particular importance since the Chilean program has been
under way since 1989, and there is a fair amount of research available for
comparing public and private schools. While it is uncertain whether pri-
vate subsidized schools do better in terms of student learning—after con-
trolling for socioeconomic status—at a minimum, private schools provide
at least equal results but at lower costs. The establishment of subsidized
private schools has apparently led to increased social stratification, since
middle-class students have migrated to the private schools. One prob-
lem appears to be that municipal authorities do not have the flexibility or
provide adequate incentives to manage their schools efficiently, with the
result that pupil-teacher ratios are much lower in municipal schools than
in private schools. The case study argues that public policies need to be
established to encourage municipal schools to act with the same flexibility
as can private schools.

Private education in Colombia covers 41 percent of preschool enroll-
ment, 19 percent of primary, 28 percent of secondary, and 60 percent of
higher education. By law, parents, students, and the community at large
participate in the administration of all private institutions. Colombia has
experimented with a number of options for partial public subsidization of
private education—including a voucher scheme that has since been aban-
doned—but continues to provide significant subsidies to the private sec-
tor. The case study focuses on the “concessionary” schools established in
2000 in the city of Bogotd. The government signs contracts with nonprofit
agencies and institutions to manage schools that are constructed with pub-
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lic funds. The agencies are guaranteed stability over a period of years but
are required to subject themselves to outside audits of their expenditures
and performance. About 51 schools enrolling over 50,000 students were in
the program by the year 2003. While no evaluations are yet available, the
program is a very promising public-private collaboration.

Guatemala has very high levels of illiteracy and a continued lack of
access to education. The private sector accounts for 13 percent of primary,
56 percent of secondary, and 36 percent of higher education enrollments.
With public subsidies, private upper secondary schools have recently
grown rapidly, now offering over 150 different programs, many of them
work oriented—and many reputedly of low quality. The case study points
out that while the government heavily subsidizes private secondary edu-
cation through per student payments or by paying a portion of teachers’
salaries, there is no consistent government policy vis-a-vis private educa-
tion, almost no supervision, and little information on the performance of
private institutions. Government controls on private school tuition lead
to many unofficial means of seeking payment from students. Guatemala
also has an innovative program of rural education (PRONADE), which
serves 9 percent of all primary students. PRONADE schools are publicly
financed but are managed directly by communities.

In Peru, the public education system enrolls 85 percent of all primary
and secondary school children. The case study examines the situation in
a country where education policy has been unstable and contentious over
much of the recent past, with ministers of education rotating every year—
or sooner. It examines several private religiously affiliated programs, espe-
cially Fé y Alegria, which serve thousands of poor and underserved stu-
dents and receive public financing. The private religious schools negotiate
directly with the highest government authorities, which have little capac-
ity for supervision and accountability. Peru’s situation is characterized by
high transaction costs and a precarious regulatory framework. Several ad
hoc studies suggest that the privately run and publicly subsidized schools
do better than public schools, but there are no statistically valid studies
that correct for selection bias and socioeconomic status.

Private education in Venezuela accounts for 19 percent of enrollment
in primary and secondary schools. The case study focuses on the agree-
ment between the government and the Venezuelan Association of Catho-
lic Education (AVEC). In 1998, 354,000 children—a significant portion of
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the more than 1 million children enrolled in private education—received
schooling under the auspices of this agreement. Fé y Alegria accounts for
25 percent of the students covered by the AVEC agreement. The agree-
ment covers schools that charge no tuition or where parents are unable to
cover the full costs of private education. AVEC schools, in stark contrast
to public schools, are subject to constant oversight. Recent studies have
shown that AVEC schools have better educational results at lower costs,
but these have not controlled for selection bias.

The booK’s final sections present conclusions based on the case stud-
ies. Chapter 8 reviews the variation across countries in public policies on
private education. Regulation sometimes includes price and salary con-
trols as well as requirements regarding administration. Information on
the performance of private schools is lacking. The chapter concludes by
emphasizing the importance of information, the diversity of public-pri-
vate interactions, and the continuing intense debate and high level of
uncertainty about the proper role of the private sector in education.

Chapter 9 puts the case studies in the context of a principal-agent
analysis. It notes the complexity and variability of institutional arrange-
ments between the public and private sectors. It confirms the research
suggesting that private institutions provide at least the same quality of
learning as public institutions but at lower costs. It points out the impor-
tance of historical and institutional idiosyncrasies. Among the countries
studied, Chile has designed a highly efficient but complex relationship
with the private sector. In contrast, in Peru, a lack of transparency leads
to high transaction and negotiation costs. Venezuela and Colombia lie
somewhere in between. The chapter concludes by discussing the tradeoft
between setting complex and/or practical rules to oversee private educa-
tion. It demonstrates that there is a need for public policy to be flexible
and to constantly revise the details of public-private relationships as the
environment changes.

Chapter 10 presents recommendations for future analysis and study
and strongly advocates for the establishment of more coherent public pol-
icies toward private education in the region.






CHAPTER 1

PUBLIC OR PRIVATE EDUCATION IN
LATIN AMERICA?:
ASKING THE WRONG QUESTION

Laurence Wolff and Claudio de Moura Castro*

The Role of the Private Sector in Educating
Latin Americans

Enrollments

Private education is important in Latin America. Across the region, pri-
vate sector institutions account for 26 percent of preschool enrollment, 16
percent of primary enrollment, 25 percent of secondary enrollment, and
36 percent of higher education enrollment (table 1-1).

Private enrollment is relatively high at the preschool level because,
in most countries, the government does not have a legal or constitutional
obligation to provide universal preschool services. Most governments
support early childhood programs for the poor, which, in many cases, are
provided through nongovernmental organizations (NGOs). Some coun-
tries only report formal preschool programs, while others also include
informal programs; the definition of the age cohort attending preschool
varies from 0-5 years to 4-6 years.

The relatively low percentage of primary enrollment in private schools
reflects the fact that Latin America’s governments accept responsibility for
public financing and provision of primary education. (Note, for exam-
ple, that although Chile has a relatively high percentage of enrollment in
private primary schools—47 percent—most of these schools are publicly

*Laurence Wolff has been a consultant to the Inter-American Development Bank
as well as other development agencies over the past eight years. Previously he worked
for 22 years with the World Bank. Claudio de Moura Castro is president of the Advi-
sory Council of the Faculadade Pitagoras in Brazil. Previously, he was education advi-
sor in the Sustainable Development Department of the Inter-American Development
Bank and had worked at the World Bank and the International Labor Organization.



8 Private Education and Public Policy in Latin America

Private school enrollment as a percentage of total, by country and
educational level
Pre-
Country primary Primary Secondary  Higher
Argentina 28 20 28 15
Bolivia 24 21 29 8
Brazil 29 8 16 70
Chile 47 47 45 43
Colombia 41 19 28 60
Costa Rica 15 7 12 24
Dominican Republic 38 14 23 71
Ecuador 46 27 32 23
El Salvador 21 11 21 69
Guatemala 32 13 56 36
Mexico 10 6 11 29
Nicaragua 17 16 35 34
Panama 19 10 15 8
Paraguay 29 15 27 34
Peru 16 13 16 36
Uruguay 18 13 16 11
Venezuela 18 14 26 35
Regional average 26 16 25 36
Data are for 2001, except as noted below. Regional average is unweighted.
Pre-primary and primary—UNESCO/UIS (2004). Secondary—provided by
UNESCO Institute for Statistics with the following exceptions: Chile, Mexico, Paraguay,
Peru, and Uruguay data are from UNESCO (2000) and are for 1996; Argentina data
are from Morduchowicz (2001) and are for 1998; Brazil data are from INEP and are for
1999. Higher—Guadilla (1997) for 1994 with the following exceptions: Chile, Mexico,
Paraguay, Peru, and Uruguay data are from OECD (2001) and are for 1999; these data do
not include short courses. Data for Brazil, Colombia, and Guatemala are from national
reports and are for 2001, 2001, and 2000, respectively.

subsidized.) Also, since primary schools draw from the local population,
their students tend to be more homogeneous. As a result, middle- and
upper income parents are often able to find higher quality public schools
in their own neighborhood. Furthermore, because there is a high degree
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of consensus on the content and objectives of primary education (basic lit-
eracy and numeracy), parents and students are less likely to seek alterna-
tives. Finally, parents do not view primary education as critical to entering
the more selective higher education institutions.

Most governments in the region provide free and compulsory educa-
tion up to grade 9, which is normally considered the last grade of lower
secondary education. Government provision of upper secondary edu-
cation may be inadequate, leading to greater numbers of private school
enrollments. Some parents and students may be seeking higher quality
education in private institutions as a means of getting into prestigious
higher education institutions. Since there is less consensus on what should
be taught at the upper secondary level, other parents and students may
be seeking a different type of instruction through—for example—schools
affiliated with religious institutions or that offer bilingual (e.g., English)
education.

Latin America’s level of enrollment in private institutions of higher
education is high compared to most regions in the world—36 percent,
unweighted. On a weighted basis, this proportion would be even larger,
primarily due to high private enrollment ratios in Brazil (70 percent) and
Colombia (60 percent). In many cases, increased demand for higher edu-
cation has not been met with increased public support or growth of public
institutions. Stagnant public support has, in turn, led to a decline in the
perceived quality of public higher education—and therefore to a demand
for higher quality private institutions. In Brazil, the opposite situation pre-
vails. Public universities are very expensive and generally better than their
private counterparts; but because they are so expensive, they do not have
the funds to expand. Private distance education institutions, from both
within and outside the region, have recently begun to show an increasing
interest in establishing programs or “franchises” in various Latin Ameri-
can countries.

Note that the above-cited enrollment figures do not take into account
the many private for-profit informal training programs in computer sci-
ence, secretarial skills, or the like. Additionally, the data presented here do
not include private short-term “cram” courses (called cursinhos in Brazil
and academias in Peru) designed to prepare students for higher education
entrance exams, which are expanding throughout the region. These items
generally are not captured by official statistics.
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Expenditures

Estimated public and private
expenditures on educational
institutions, by level, 2000

Expenditures on private
education in all coun-
tries in the region were
estimated at $20.1 bil-

Public Private
lion in 2000 (table 1-2), % %
the most recent year for Level GDP Amt. GDP Amt.
which complete data Preprimary 023 44 011 2.1
are available. Undoubt-  'primary 165 313 021 40

edly, that amount has Secondary 115 218 026 49

Higher 0.74 144 048 9.1
Total 3.90 739 1.06 20.1

increased significantly
since that time. Note

that this estimate does

Amounts are in billions of USSPPP and do
not include expenditures on central administration
or training.

not include the costs
of vocational training,

“cram” courses, and
Wolff and Gurria (2005).

industry training, about

which there is very little
information.

Most private schools are subsidized in one way or another by the
state—through student loans, competitive research grants, direct subsi-
dies, vouchers, tax exemptions for nonprofit educational institutions, and
training or skills upgrading for teachers. For example, the public subsidy
of the 1 million students attending Fé y Alegria schools in Peru is esti-
mated at over $250 million. In countries such as Chile, Peru, and Argen-
tina, significant public funds are allocated for direct subsidies of private
institutions at all levels of education; many countries in Latin America
and elsewhere also provide subsidized loans for students to attend private
higher education institutions. In contrast, Brazilian private schools get, at
most, some tax reductions, depending on their legal status.

By the same token, nearly every public institution (even those that are
officially and constitutionally “free”) receives some form of private fund-
ing, ranging from student fees and semi-voluntary parental contributions
to service contracts with private agencies. Parents and students expend
a significant amount of funds to attend public schools to cover elements
such as textbooks, examination fees, uniforms, and gifts through parent-
teacher associations (PTAs). For example, a World Bank study found that
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parents contributed an amount equivalent to 20 percent of the public costs
of primary education in Peru (World Bank 1999). Assuming $50 per year
per student for public primary and secondary schools and $100 per stu-
dent for public higher education institutions, the total private expenditure
on public schools could be as much as $5 billion annually.

Additionally, public higher education institutions increasingly pro-
vide training or consulting services to industries for which they are fully
reimbursed. Indeed, some industries have provided direct support to pub-
lic institutions, particularly technical schools, which serve in one way or
another their own current or future workers. When bureaucratic restric-
tions prevent direct private financing, some public higher education insti-
tutions have created nonprofit autonomous foundations to seek private
funding.

The Cost Effectiveness of Public versus
Private Schools

At the primary and secondary school levels, most research shows that,
within countries, private school students in the Americas perform better
than their public education peers on standardized tests and other mea-
sures of effectiveness such as school retention.! This is not necessarily the
case in cross-national comparisons. For example, on average, students in
private schools in Latin America score over 1 standard deviation lower
on standardized tests than do students in Cuba’s public education system
(UNESCO/OREALC 2000), and they score below the mean of students
in developed countries on international tests such as the Programme for
International Student Assessment (PISA) and Trends in International
Mathematics and Science Study (TIMSS). These within-country differ-
ences diminish significantly after controlling for the socioeconomic status
of private school students. The differences are further reduced when other
factors such as physical characteristics of the schools (e.g., laboratories,
libraries) and more subtle measures of family background (e.g., the value
given by the parents to education) are included. Finally, management

!See McEwan (2000a) for one review of this question, as well as others in the
Occasional Paper Series of the National Center for the Study of Privatization in Edu-
cation. Other studies that examine this question in Latin America include UNESCO/
OREALC (2000), McEwan and Carnoy (2000) (on Chile), and Mizala and Romaguera
(2000) (on Chile and Bolivia).



12 Private Education and Public Policy in Latin America

elements, such as the school director’s autonomy, vision, and leadership,
appear to be both quite important determinants of learning and, to a great
extent, a defining characteristic of many private schools. This correla-
tion is not true only of private schools; examples of similar management
characteristics and high-scoring students can be found in public schools
as well. A study of public and private schooling in Chile and Argentina
(McEwan 2000c) illustrates the complexity of the issue. According to the
study, Catholic schools were generally more effective than public schools
in terms of student achievement. However, private nonsecular schools
in Chile had little advantage over public schools, and, in Argentina, they
were only modestly more effective than public schools. This difference
could perhaps be explained by the profit-maximizing mission of nonsecu-
lar schools. This study is consistent with U.S. studies showing that Cath-
olic schools (but not other private schools) are more cost effective than
public schools (McEwan 2000a).

Based on the available statistics and information, most—but not all—
private institutions keep their overhead and administrative costs lower
than public institutions and therefore have lower unit costs, even when
student-class ratios are constant. If their outcomes are the same or better
than public institutions and their costs are somewhat lower, then gener-
ally (but not always) private schools can be considered more cost effec-
tive than public institutions. But this advantage may shift when the differ-
ences in service mix and mission of public versus private schools are taken
into account. For example, if private schools faced some of the mandated
social missions of public schools, such as educating children with disabili-
ties or disruptive students, then their administrative costs could increase.
Furthermore, this relative advantage could be changed if public schools
were freed from a variety of bureaucratic constraints.

Studies of learning at the higher education level show somewhat dif-
ferent results, since both public and private institutions can be found at
either extreme of the quality spectrum. A standardized achievement test
in Brazil (Provao) revealed wide differences among students in both pub-
lic and private higher education institutions, even though more of the best
institutions (those whose students scored among the highest 12 percent)
were public. At the same time, private higher education institutions gener-
ally have lower overhead and administrative costs (and lower unit costs)
than public institutions. In Brazil and Venezuela, the unit costs of public
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institutions can be as much as five times higher than those for private
institutions (Castro and Navarro 1999). To the extent that the missions of
both public and private institutions are similar, it can be said that private
higher education institutions are more cost effective than public. On the
other hand, to the extent that some public universities are major produc-
ers of scientific research, their higher costs could well be justified.

Relatively lower cost effectiveness is not an argument for discontinu-
ing public sector provision of education. In the first place, public institu-
tions will continue to have missions that are more closely attuned to broad
social goals and public goods—including sophisticated research—while
private institutions will predominantly continue to serve private needs.
Furthermore, the cost advantage of privately run institutions declines as
the percentage of public financing increases, especially for institutions that
are not run by charitable or secular groups (McEwan and Carnoy 2000).
But public policy could encourage public institutions toward greater
cost effectiveness through enhanced market responsiveness, while pro-
viding incentives for private institutions to serve the public good. These
approaches are discussed in the remainder of this chapter.

Encouraging Market-Driven Public Schools

Behavior in Public Schools

The difference between the behavior of private and public employees is
not a result of incompetence but of incentives. Unless private schools are
protected by monopolies, bad habits and poor performance will lead to
disaster—just as those private businesses that operate at higher costs than
their competitors will eventually go bankrupt. In education, as in other
private sector businesses, customers can “vote with their feet” and exer-
cise their right to exit the market (Hirschman 1970). Bankruptcy is a real
and tangible threat for private schools and a powerful factor in redressing
management errors.

On the other hand, public organizations have a more difficult time
in managing incentives because the threat of their “extinction” is much
lower. They take longer to correct errors (if at all) and to reward excel-
lence. They have difficulty penalizing either incompetence, lack of dedi-
cation, or even unexcused absences. For example, a number of public
authorities in Latin America have sought to put in place systems to check
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teacher absenteeism and penalize unexcused absences, but school direc-
tors or faculty heads often refuse to supply this information. A factory in
which supervisors are not allowed to check whether the workers are at
their jobs is unimaginable.

Building a “Quasi-Market” for Public Schools

Hirschman identified an alternative to such a nonresponsive public sec-
tor—the “quasi-market” In this reformulation, the public sector works
partially like a market, in that positive and negative incentives are estab-
lished that could eventually lead to staft demotion or firing. A quasi-mar-
ket also gives those involved—students, parents, employers—a voice in
decisionmaking and an opportunity to “exit,” i.e., take their business else-
where. The quasi-market needs information to judge the quality of the
educational service offered as well as of the financial and other incentives
used to reward effectiveness (Hirschman 1970).?
There are several ways to create a quasi-market structure for public
institutions, including the following:
= Provide information on success and failure rates to users, clients,
and other stakeholders.
= Reward and/or penalize those persons responsible for the success
or failure.
= Free public schools from public regulation so that they are able to
act, in effect, like private schools.
= Empower the consumer—in this case, students, parents, the com-
munity, and the productive sector.
= Charge clients (at least partially) for services provided to encour-
age them to demand better educational services.

“Interestingly, both negative and positive incentives can exist, often in the same
educational system. For example, Brazil’s federal higher education system suffers from
a wide variety of reverse incentives, yet the country’s almost 2,000 graduate programs
are productive and perform well. To a great extent, the same civil servants who may be
irresponsible and lack dedication to their undergraduate teaching tasks excel in doing
research and preparing other researchers and scholars. The reason for this paradox
lies in the fact that public agencies finance research and fellowships on the basis of
competitive, open, peer-reviewed assessments of research proposals, and a consistent
system evaluates the quality of graduate schools and provides additional funds to the
better performing ones.
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Given the unusual nature of the public education enterprise, the rules
must be constantly tinkered with to achieve these goals; this fact is empha-
sized in the following discussion.

It must also be emphasized that building a quasi-market structure
is not a panacea for the ills of public education. Clear national educa-
tion objectives and standards must be agreed upon and made operational.
Political and social leaders, and society as a whole, must value learning.
Teachers must be adequately trained so that they know what kind of
learning to deliver. Additionally, trust in civic society and cultural con-
siderations play a significant role. Germany, France, and Japan have a long
history of a high-quality, responsive civil service in which the civil ser-
vants are regularly and rigorously evaluated. Last, but not least, society or
relevant groups must have the political will to change.

Market Information: Measuring Achievement and Describing
School Characteristics

One of the most important roles of the state (and a precondition for a
healthy competitive environment) is to provide transparent, reliable, per-
tinent, and timely information on both public and private institutions.
Information on the quality of education can be obtained through testing,
which is a currently popular method. But information on other indicators
is equally important. Such information includes dropout rates; placement
and/or performance in the labor market (for secondary, vocational, and
higher levels); finances, including per student and per graduate costs and
private expenditures on public education; teacher remuneration; and staff
qualifications.

For decades, there was little understanding in Latin America of what
was being learned in schools. Unlike Europe, the countries of the region
lacked national high-stakes exams for awarding secondary school diplo-
mas. Moreover, teachers’ unions were adamantly opposed to testing. The
last 15 years have seen a vast increase in testing for student achievement
in nearly every country and a greater concern with using tests as de facto
national standards. Universal testing makes it possible to find out which
schools are performing below standard and develop programs to improve
them, as has been done in Chile (see chapters on Chile in Reimers 2000).
Similarly, good performers—especially when defined in terms of improve-
ment over previous scores (e.g., value-added)—can receive recognition
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through financial and other rewards. Costa Rica uses exams as a partial
requirement for graduation from secondary school (Wolff 1998). Even
testing carried out on a sample basis can yield useful information on the
performance of regions or subregions. Reflecting the increased interest
in testing, Latin American countries are participating more and more in
international tests such as those developed by the International Associa-
tion of Educational Evaluation and the Organization for Economic Coop-
eration and Development. These tests show where a country stands in rela-
tion to its competitors and are useful tools for setting de facto standards.

Thus far, technical problems have slowed down the utilization of tests,
and testing authorities have devoted inadequate time and effort to their
dissemination and use; however, progress is being made in both these
areas (Ravela 2001). Parents and students now have a tool to better iden-
tify the best-performing schools and can use this information to make
their choices. Nonetheless, it should be recognized that parents may pay
more attention to the socioeconomic status of other students in the school
than to school quality as measured by testing (see Willms 1997, discussing
the United States).

There is a downside to testing, particularly when it is used to reward
or penalize schools. Teachers can spend all their time preparing students
for the test, or they can cheat by giving children more time or prompting
them for answers. In addition, schools can be penalized for poor results
but denied the resources to improve performance.® In spite of these risks
and potential problems, good tests can measure higher order skills, pro-
vide an important source of objective consumer information, and serve as
a criterion for rewards or incentives for improved performance.

Evaluating Teacher and Administrator Performance

The performance of teachers and administrators should be evaluated and,
where appropriate, rewarded. Unfortunately, evaluation remains very
problematic in the region because it is often opposed by many unions
(it is, in fact, a controversial issue throughout the world). In principle,
there are no good reasons not to conduct a proper evaluation of teachers’

*Aware of these issues, the American Educational Research Association pro-
mulgated a series of recommendations for the appropriate use of high-stakes testing
results. See AERA (2000).
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performance. Also in principle, education authorities should have the right
to inspect and evaluate education workers. In the private sector, it would
be unthinkable for the manager not to be allowed to evaluate workers and
take appropriate actions.

But quantitative performance evaluations of teachers and schools
have many pitfalls. First, it is difficult to measure education’s product—
namely, an educated student. Second, it is difficult to compare a teacher’s
performance from one year to the next because the mix of students in the
classroom changes every year. Ideally, teachers could be evaluated on the
incremental learning that takes place during the academic year, but this
is a very complex and expensive undertaking. In any event, any statistical
evaluation must be combined with the personal evaluation of the school
director or supervisor. Finally, it could be counterproductive to focus
exclusively on individual teacher evaluations. As in the most advanced
service and manufacturing organizations, the product is the result of team
effort, and it is often the team that should be rewarded. Rewarding the
school encourages teachers to work together for a common goal and also
smooths out differences in student characteristics from year to year. Fol-
lowing this approach, the school director becomes the critical staff mem-
ber who is evaluated, an action congruent with the research on the impor-
tance of school-based leadership. Beyond the individual school, district or
regional managers must also be held responsible. This is increasingly the
case in the United States, where school system superintendents establish
explicit, measurable goals and are held responsible for achieving them.

The tradition of quality control from above is weak in Latin America.
This type of quality control is exemplified by the French inspecteur who
visits schools to review practices and teacher performance, arriving unan-
nounced, sitting through classes, and taking notes. A bad report card from
an inspector could be a deadly blow to one’s career. That tradition never
really took hold in Latin America, where the school inspector is instead
mainly concerned with bureaucratic matters. The idea that a school prin-
cipal would formally and objectively evaluate the school staft has also
rarely taken hold. Of course, school directors often informally identify
nonperforming teachers and try to get them transferred.

In 1997, the government of Bolivia announced, among other poli-
cies, that it would begin to evaluate teachers. The policy announcement
precipitated a serious crisis that resulted in the establishment of martial
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law for several months. Similarly, in 2000, Colombia’s Ministry of Educa-
tion sought to test all teachers on their content knowledge and proposed
that those who did not pass would lose their jobs. Opposition was so
strong that the government was never able to carry out its plan. Mexicos
teacher evaluation system, which, in principle, results in salary increases
if students improve their scores over time, has the support of the national
teachers’ union, but has not resulted in discernible learning improvements
(PREAL 2000, Mizala et al. 2000).

Since 1996, Chile’s National Performance Assessment System has pro-
vided additional funds to schools whose students score well on standard-
ized tests. A complicated scoring mechanism takes into account elements
such as value-added, equality of opportunities, innovation, and partici-
pation. Ten percent of the funds awarded to top-performing schools are
given to superior teachers identified by the school. Although a full evalua-
tion of the program has not yet been completed, it has been reported that
school directors and teachers have become more accepting of undergoing
the evaluation process (PREAL 2000, Mizala et al. 2000).

In the United States, evaluation of public school performance can
verge on the threat of bankruptcy. Under a Florida program, students
in public schools that receive, over a four-year period, a failing grade on
standardized tests can obtain vouchers to attend the private school of their
choice. Some studies report that, under the threat of losing students, fail-
ing schools have apparently achieved significant improvements in average
scores (see Kupermintz 2001 for a review of the validity of this assertion).
In Maryland, New Jersey, and New York, state authorities have taken over
locally run schools that failed to perform adequately. In these cases, the
superintendent, the school principal, and the teachers run the risk of los-
ing their jobs.

Some progress has been made in instituting viable systems to evaluate
teachers and administrators. These efforts must continue. To do so, teach-
ers unions must understand that a strong teacher and school evaluation
system will eventually lead to greater professionalism and prestige for all
those involved in the teaching profession.

Decentralizing School Funding and Management

Many governments in the region are giving schools, especially school
principals, more power over discretionary funds, thus handing them the
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responsibility to invest in areas considered important. It is difficult to eval-
uate the performance of a principal if that person lacks the resources with
which to make necessary improvements. With only a few exceptions (e.g.,
El Salvador), responsibilities do not extend to hiring and firing teachers
or establishing their salaries. The combination of incentives and account-
ability provides schools with the opportunity to determine the most effec-
tive combination of inputs and processes to achieve established goals.
Research in the Brazilian state of Minas Gerais identified some modest
but statistically significant gains in learning and school retention associ-
ated with decentralization (Paes de Barros and Mendonca 1998).

Decentralization of management can go much further. In the United
States, the charter schools movement frees public schools from bureau-
cratic rules and hands them over to nonprofit boards or institutions. The
board can exercise freedom in choosing teachers, setting up contracts,
and carrying out the school’s overall administration. More than a thou-
sand such schools are now in operation. There is much controversy over
whether these schools are achieving superior results. In any event, trans-
parency, agreed-upon standards, and public oversight are necessary for
charter schools to be effective.

Providing Monetary Incentives for Achieving Mandated Goals

Public institutions can be financed on the basis of the number of students
they attract, graduate, or place in the labor market. This approach is rare at
the primary and secondary education levels, but more common in voca-
tional/technical and higher education. Chile has a program in which the
state reimburses the costs of vocational training for students who can be
placed in stable employment. Colombia and Brazil have competitive fund-
ing for training programs (Middleton, Ziderman, and van Adams 1993).
In the Netherlands, technical schools receive a standard operating budget
that they are free to allocate as they see fit; a fraction of their total funds
is distributed according to the individual school’s performance. Some
U.S. states use labor market performance of graduates as a condition for
allocating resources to vocational schools. As noted earlier, schools and
teachers can receive monetary awards or salary increases when students
improve their performance.

Outside Latin America, higher education is usually financed through
capitation systems in which resources are distributed proportional to the
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number of students. This system contrasts with many public universities
in Latin America, where payments are made on the basis of the number of
teachers hired, irrespective of student-teacher ratios. The Netherlands and
the U.S. state of Florida have gone further by providing funding to univer-
sities on the basis of the number of graduating students, thus encouraging
schools to graduate students in the shortest period of time. Expenses for a
student who spends a longer time in school must be covered by the school
or the student. Of course, such an approach requires other kinds of regu-
lation and oversight; otherwise, universities might be tempted to award
diplomas with minimum school attendance. In the United Kingdom, uni-
versities get a fixed budget, along with an additional amount that is pro-
portional to their performance and to specific development projects.

Chile has developed a complex system for financing higher educa-
tion. In addition to providing direct support to the top 25 universities, the
government provides student loans for attendance at these institutions on
the basis of students’ socioeconomic status. The institutions that attract
students with the highest scores on the university entrance examination
receive additional funding. Finally, the government supports research on
the basis of open competition. The “matching funds” approach—whereby
public or private institutions that obtain funds from private sources have
increased access to public funds—is widely used in the United States.
Many countries in Latin America (e.g., Mexico, Brazil, Venezuela, and
Colombia) use open and transparent competition and quality reviews by
peers to provide research grants, scholarships, and salary supplements to
teachers.

Enabling “Exit” and Giving Voice to the Community and Parents

It is often difficult to opt out of a particular public school, especially if no
schools are nearby or there are rules requiring students to attend schools in
their local community. School choice is one way of giving parents and stu-
dents such power. In most countries in Latin America, parents may enroll
their children in any school that has openings. Middle-class parents know
where the better schools are and often line up hours or days in advance to
try to get their children into these schools. This kind of choice could be
encouraged, although it does create new problems. Choice also exists at
the higher education level where students are more mobile, provided they
pass the entrance exams. However, lower income families do not have the
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same types of choices. Many poor students living in urban slums or rural
areas cannot afford the cost of a bus ride to a better school.

Parents and students can also be given some measure of power over
the public education system if they are directly involved in local or school
decisions. In most localities in the United States, local and/or regional
school boards are elected, have the power to allocate budgetary resources,
and are able to select the school superintendent. There are only a few cases
in Latin America (e.g., El Salvador and Minas Gerais, Brazil, in the 1990s)
of school boards that wield power at the school level. However, the fact
that school board members are elected locally does not guarantee a good
education. There are examples in the United States where school boards
have been captured by special interests (e.g., left- or right-wing political
groups, “creationists,” etc.). Perhaps because central management of edu-
cation in Latin America has been so poor, local control and management
by parents has had encouraging results (as has been documented in the
cases of El Salvador, Guatemala, and Minas Gerais).

Parent-teacher associations are another, usually benign, form of
parental involvement; such associations have existed for decades in the
region. Most commonly, they play a social role in terms of organizing fes-
tivities and graduations. Sometimes, they raise money for school activi-
ties or even finance renovations or purchase learning materials. At their
best, PTAs can aid and support teachers and school directors—and may
hold them accountable, sometimes even complaining to higher authori-
ties or to the media when there is incompetence. The proactive role of
PTAs requires a relatively sophisticated group of parents, which is often
lacking in poorer neighborhoods, where parents may be semiliterate and/
or have had negative school experiences in their youth. In order to make
the best of existing PTAs, it is very important to make parents under-
stand their potential influence on the educational process through these
organizations.

It is indeed possible to train members of such groups. For example, a
PTA tradition never existed in Minas Gerais. Yet, in the late 1990s, a strong
secretary of education created parent-teacher boards with ample power to
influence the management of schools, including choosing principals. The
commitment to empower parents was sufficiently strong that the finan-
cial resources received by schools were to be spent under the direction of
the PTA. The dynamic created by these policies, in addition to universal
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school assessments, may have been correlated with the rapid increase in
Minas Gerais’s scores in national standardized tests.

Giving Voice to Business

If businesses are the ultimate consumers of schools’ products, and the
products are unsatisfactory, why do they remain silent? Companies can
prod the public system: they can complain; they can lobby the govern-
ment—and they know how to do this. In the United States, companies
such as IBM and Xerox review students’ grades before hiring them. The
president of IBM organized a national roundtable and has written insti-
tutional advertisements supporting school testing and assessment. Such
corporate involvement is a potential incentive for students to take their
academic work more seriously.

Except for selected support of private higher education institutions
and vocational/technical training, businesses in Latin America have long
taken a back seat in the education debate, especially with regard to pri-
mary and secondary education. At times, they have expressed regret
regarding the poor quality of education, but they are often not aware that
poorly educated students hurt business productivity. There has been a
recent discernible shift in this attitude, and businesses are beginning to
realize that the overall “teachability” of their employees is of fundamental
importance. Big corporations in Latin America can play an important role
in encouraging increased public investment in education by actively lob-
bying for improved quality, transparency, accountability, and continuity
of educational policy.

In countries as varied as Colombia, Peru, Panama, the Dominican
Republic, and El Salvador, associations of industrialists are now taking a
stand on education and training issues. Some of these groups have made
concrete proposals for reform. In some cases, these groups have helped
create national commitments for reform of education financing, school
completion, and/or learning. (See examples from PREAL 2005.)

Charging the Client: Cost Recovery with Different Names

Even though charging the client for a service—even on a subsidized
basis—results in increased client pressure for quality and cost effective-
ness, there are strong arguments against attempting to achieve significant
levels of cost recovery at the primary education level. This is because any
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charge for primary education will discourage attendance by some of the
poorer students. A system of tuition for those who can afford it and schol-
arships for the poor is cumbersome at this level; moreover, the same result
could be obtained through a progressive tax system.

However, cost recovery can be better justified at higher levels of edu-
cation. For higher education and some vocational training, the goal of
education is not universal enrollment and basic learning (such as func-
tional literacy and citizenship). In addition, the benefits of education are
more immediately obvious, and they accrue directly to students in the
form of higher salaries. Therefore, cost recovery can be a major tool in
public higher education to improve governance and efficiency, since pay-
ing students will demand more from their schools. Students are less likely
to be tolerant if the quality of teaching declines or when course offerings
do not respond to market demand, resulting in saturated markets and
general inefficiency. If students perceive that the value of schooling in the
labor market is less than the cost of tuition and foregone income, they are
likely to drop out and enter the labor market immediately. In addition,
cost recovery in higher education can free up funds to invest in lower lev-
els of education. The problem of equity can be met by charging students
who are able to pay and establishing loans and scholarships for those in
need. Note, however, that managing a good student loan program with
adequate repayment ratios requires a strong, independent agency with
well-trained and -remunerated staff.

Officially mandated cost recovery in public higher or upper second-
ary education is a difficult political issue in Latin America. Neverthe-
less, some countries—notably Chile, Argentina, Mexico (excluding the
National Autonomous University of Mexico), Venezuela (in one public
university), and Brazil (in several “community” universities in the south
of the country)—have experimented with various types of cost recovery.
Current legislation and the constitutions of many countries make official
cost recovery in public education virtually impossible. At the same time,
many public higher education institutions are seeking private funding for
contractual training services. The success of this approach varies greatly,
depending on internal incentives and market conditions.

There is far more informal cost recovery at all levels of education
in Latin America than is often recognized, and, more than likely, these
arrangements put some pressure on public schools to perform more effec-
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tively. A study of Peru, for example, found that parents in primary and sec-
ondary schools paid a significant amount of the costs of schooling, equiv-
alent to $33 per year for the poorest families and $73 for families in the
highest income quintile (World Bank 1999). Budget cuts in the late 1980s
and early 1990s often resulted in an increase in the share of costs paid for
by students (Carnoy and Torres 1994). Some countries and regions rely
on PTAs to collect funds. These contributions often pay for supplies (such
as books), maintenance, equipment, and even the salaries of additional
staff. However, in most cases, these contributions are insufficient to pay
teacher salaries. At the higher education level, schools may charge labora-
tory, library, testing, and parking fees.

Encouraging Private Schools to Serve Public
Objectives

Private schools are, in principle, more efficient than public schools because
they must balance their budgets at the end of the month and they have
greater administrative flexibility. As noted earlier, the gains are often mod-
est, but in higher education, the gains in efficiency can be significant.

The private system, again in principle, offers a variety of alternatives
that could not be offered in a publicly funded institution or that might
not be appropriate to offer there. Because they are self-governing, pri-
vate schools better reflect the preferences of parents and students. Pri-
vate schools meet social needs when they bridge gaps left by the public
education system, whether by catering to special-needs populations or by
providing education geared to particular preferences. The latter include,
for instance, secular schools (Protestant, Jewish, Catholic), schools that
emphasize values that do not reflect the national consensus (such as
schools at either end of the liberal-conservative spectrum), and Steiner
or Montessori schools. Because private schools vary greatly, they theoreti-
cally have more leeway to explore different paths and test new ideas.

Private institutions are not without their shortcomings. One of the
most insidious of these shortcomings is that a deficient private school can
inflict serious damage on its students’ future prospects, and the situation
is difficult either to detect or to correct. When a student performs poorly,
it might not be clear whether that performance is due to poor teaching
or to the student’s own lack of commitment or ability. There are no clear
definitions of what constitutes a “good quality” education, either in the
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private or public sector—especially when one takes into account the abili-
ties or previous learning of students and tries to measure “value-added.”
Further, the consequences of a deficient education can only be felt in the
long run. This situation creates a strong temptation to cut corners (or even
to defraud students) by providing students “credentials” rather than real
learning or competence. Without careful quality control, private institu-
tions can easily become “diploma mills,” generating credentials rather than
adequately trained and educated individuals. Also, the desire for profit
may well lead to the opposite of innovation, as private schools seek the
most inexpensive means of meeting credentialing requirements. Unfor-
tunately, such schools may, in many cases, have students’ total complicity.
Interested only in obtaining their credentials, some students may be only
too eager to complete their studies with a minimal investment of cost and
time. The schools are thus giving them what they want: little effort at low
cost. The problem exists only from the vantage point of collective interest
and public policy. Thus, to serve the public good, private schools must be
properly regulated.

Toward Intelligent Oversight of the Private Sector

There is no such thing as a completely free market without rules or regu-
lations. Modern states regulate against monopolies, enact laws to ensure
environmental protection, enforce sanitation and health codes, protect
against false advertising, require minimal fiscal and accounting practices,
define standards, etc. Education is subject to similar restrictions and over-
sight. However, regulations, if they are not well conceived or executed,
can impede creativity, competition, and development. This section sum-
marizes some of the options for public oversight of private education. The
case studies on Argentina (chapter 2), Colombia (chapter 4), Guatemala
(chapter 5), and Peru (chapter 6) suggest that much of the state’s oversight
can be counterproductive, often encouraging low quality and monopolis-
tic tendencies. The principles of oversight and incentives for private edu-
cation are no different than those for public institutions, although specific
applications may differ. In just about all cases, there is a need for market
information, evaluation and rewards for good performance, and decision-
making informed by cost considerations.

Market Information. The needs for consumer and market information
are the same in private and public institutions. To this end, governments
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must require and/or encourage private institutions to divulge standard
indicators, such as scores on achievement tests, dropout and completion
rates, and teacher qualifications. Dropout rates are particularly important
because private schools—especially correspondence schools—have been
known to advertise extensively, collect tuition payments in advance, and
encourage or condone dropping out. Many private institutions consider
detailed financial information to be proprietary. Nevertheless, private
educational institutions should at least be required to report regularly on
tuition and fees.

El Salvador began to implement a system of higher education evalua-
tion and accreditation in 1997 (Bernasconi 2001). Several private institu-
tions have since closed their doors, and others have sought to raise stan-
dards. Publication of school rankings appears to have increased competition
and improved the quality of teaching staff, libraries, and equipment.

Another example of the impact of making information about test
results publicly available is Brazil’s experience with Provao, a national test
given during the last semester before graduation in all higher education
institutions in specific disciplines (e.g., law, education, medicine, etc.). It
was reported that three-fourths of the private higher education institu-
tions responded to the test by improving the quality of their teaching staff.
This is not surprising, as the better scoring schools had 10 percent more
applicants than the others, while some low-scoring schools lost up to 40
percent of their candidates.

Evaluation, Accreditation, and Regulation. In the private as well as
the public sector, performance evaluations are very important. For private
schools, the evaluation process begins with the issuance of permits or autho-
rization to operate a school. In a number of countries, bureaucratic con-
straints mean that it can often take years to obtain such authorization. These
barriers to entry into the education market do not ensure quality, however,
and can lead to the creation of semi-monopolies for already approved pri-
vate (and public) schools. As in other industries where a few firms control
the market, industry associations—in this case, private education associa-
tions—can often be the most enthusiastic proponents of strict barriers to
entry since these allow them to maintain their semi-monopoly status.

A more constructive approach is a two-stage accreditation procedure.
The first stage, which would be completed within a relatively short period
of time, would involve minimum operating requirements—e.g., an assess-
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ment of physical facilities and staft credentials. The second stage would
involve a more rigorous evaluation that could be used to make institutions
eligible for public subsidies such as vouchers or student loans. This more
thorough evaluation would examine, for example, library and laboratory
facilities and use, teaching qualifications and conditions, and school man-
agement and organization.

A particular aspect of private school regulation addresses truth in
advertising. Private schools, like other advertisers, must deliver what they
promise. For example, a technical school might advertise that 90 percent
of its graduates are placed in information technology jobs, or a second-
ary school might advertise that 90 percent of its graduates are accepted
into elite higher education institutions. In both cases, the schools must
make the statistics available to back up their claims. Numerous private
proprietary as well as nonprofit institutions in the United States have been
cited for false and misleading advertising. Consumer protection in Latin
America, however, has rarely focused on advertising in education.

An alternative to rigid public regulation is the creation of volun-
tary associations of private education institutions, a common tradition
in North America. Accreditation committees composed of educators
and community leaders undertake periodic evaluation visits to assess an
institutions strengths and weaknesses and renew (or not) its accredita-
tion. Although associations of this type exist in Latin America, they tend
to function more as interest groups than as arbiters of institutional and
educational quality.

Price Controls: A Bad Idea. Price controls are a private sector oversight
mechanism often used in the region (see, for example, the case studies
on Colombia and Guatemala in chapters 4 and 5, respectively). However,
price controls are highly counterproductive since they defeat the purpose
of price signals as a means of ensuring economic efficiency. When price
controls are set too low, schools are forced to cut corners and are discour-
aged from expanding; they could even be encouraged to shift their focus
or may be forced out of business. Anecdotal evidence also shows that,
in some cases, institutions operating under these conditions may impose
additional “black market” fees. On the other hand, when prices are set too
high, private school operators increase their profits with no motivation for
reinvesting these in their institutions. The rationale behind price controls
is that private schools operate in a semi-monopolistic market. If this is the
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case, then the best public policy would be to encourage increased entry
into the market (e.g., quick accreditation) and publicize objective infor-
mation on school quality.

Public Financing of Private Schools to Achieve Public Policy Goals

Education is a quasi-public good because benefits accrue to society as a
whole as well as to the individual student. Hence, there are good reasons
to use public funding to subsidize private education, including:

= to support the expansion of education and training at a lower cost

than establishing new public institutions or expanding existing
ones, especially in the face of serious budgetary constraints;

= to encourage diversity and competition by increasing opportuni-

ties for choice;

= to help target poor students in basic education or ensure that wor-

thy students are not denied access to secondary or higher education
for financial reasons (in other words, for equity considerations);

= to support technical or professional training in areas where the pay

is not sufficient to attract the best students (examples include cer-
tain industrial technicians, teachers, and middle-level health pro-
fessionals and technicians);

= to support the production of public goods, such as basic or pre-

competitive research; and

= to encourage the dissemination of new ideas, approaches, and

technologies.

At the same time, public financing of private institutions can, with-
out appropriate oversight and accountability, sometimes encourage the
very elements of inefficiency often associated with public institutions and
heighten inequities. The case studies of Argentina (chapter 2) and Peru
(chapter 6) show that public subsidies of private schools can be based on
outdated considerations and influenced by lobbies, resulting in increased
inequity. Furthermore, long-standing cultural traditions in some coun-
tries regarding the separation of church and state can preclude support of
secular private education.

In principle, high-quality public education and the expansion of
private education are not contradictory objectives, and, within the right
policy framework, they are in fact mutually reinforcing. But the region
already suffers from perceived low-quality public education for the poor
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and lower middle classes, and higher quality private education for the
middle and upper classes. Therefore, policies for public support of pri-
vate education must at a minimum not appear to be implemented at the
expense of the quality of public education.

With regard to least-cost use of public funds, the case of secondary
education is illustrative. One study (Wolff and Castro 2000) estimated
the costs of reaching secondary education enrollment targets by the year
2010 at $11 billion in capital costs and over $5 billion in annual increased
recurrent costs. The public sector could fully cover these costs if real per
capita gross domestic product (GDP) grew at close to 4 percent per year.
But encouraging the private sector to meet a significant portion of these
needs will free up government funds for other basic needs and provide a
margin of safety if per capita GDP growth is inadequate.

In countries beset by recent civil disturbances, such as Haiti, Gua-
temala, and El Salvador, the private sector expanded rapidly, even at the
basic education level, in the absence of government authority and financ-
ing. As civil authority has been restored, the challenge has been to build on
the existing private infrastructure rather than ignore or seek to destroy it.

The state has a variety of options at its disposal to support private edu-
cation for public purposes. The following discussion outlines some of these
options and how they might be used to serve public policies of lower cost
expansion, diversity and choice, equity, quality, support for critical occupa-
tions, public goods such as research, and dissemination of new knowledge.

Scholarships, Loans, and Vouchers. Publicly provided scholarships can
be used for equity purposes to ensure that needy but qualified youth are
able to continue their schooling. Scholarships are used mainly at the under-
graduate and graduate levels, but have been used in some cases for private
upper secondary school and technical education as well. Scholarships can
be an effective and neutral means of leveraging public funds, since they can
be distributed on an individual basis with the awardee able to attend any
school. Often, scholarship funding is granted to institutions of learning,
which then themselves select the individual scholarship recipients. In this
case, scholarship funding thus can be used as an accrediting mechanism to
encourage increased quality by setting a threshold for eligibility to receive
funds. Scholarships require a reasonably effective system for identifying
financial need. In most countries in Latin America, the taxation reporting
system is now sufficiently robust to permit this kind of identification.
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Similar in function to scholarships are subsidized student loans. Capi-
tal markets are usually inadequate to support loans of this sort, since the
only “collateral” is the individual (rather than, for example, property).
Under this mechanism, students borrow to finance their education. These
loans can then be used either to pay regular tuition/fees or sustain the
student throughout the course of study. There are scores of student loan
schemes in use throughout the world. Student loan schemes are more
complicated than scholarships because of the need to manage a revolv-
ing fund, increased by amortization and depleted by new loans; there is
also the difficulty of collecting debt after graduation. A wide variety of
approaches have been taken throughout the world to increase repayment
of student loans (box 1-1).

The concept of vouchers, granting students a coupon to exchange for
education, is associated with Milton Friedman, the indefatigable defender
of markets and private initiative. Vouchers are basically portable scholar-
ships provided to the student or his or her parent, and are usually con-
sidered for use at the primary and secondary school levels. Through con-
sumer choice, the voucher scheme aims to ensure that only those private
institutions that provide the highest value-added to students are able to
flourish. In the United States, vouchers are a topic of strong debate, since
some are used for attendance at secular schools, thereby challenging the
constitutionally mandated separation of church and state.

Colombia implemented a voucher program in 1992, aimed at more
than 100,000 students and designed to provide additional places in private

Learning from Best Student Loan Practices

The Pan-American Association of Student Credit Institutions, an organization
of more than 30 public and private student loan organizations in the region,
has analyzed best practices in the management and provision of student
loans, and has reported significant growth as well as improvement in the
region over the last decade (Tellez and Orostegui 2004). The United States,
with a vast system of student loans and subsidies based on student financial
need, was able to lower its default rate to 5.2 percent in 2002, the lowest in
the program’s history (U.S. ED 2004). The United States has established a sec-
ondary market (the Student Loan Marketing Association, or Sallie Mae) for

student loans, thus spreading the risk to individual lenders.
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secondary schools. A World Bank evaluation of the program (King et al.
1997) concluded that it successfully provided additional places to needy
students at about 77 percent of the unit costs for public education. How-
ever, the program had a number of difficulties in timing, disbursement,
and monitoring: it was not clear whether there was truly a net increase in
enrollment through the program, and there were concerns about the qual-
ity of recently established private schools. In the absence of strong public
support, the program ended.

Over the past 20 years, Chile has implemented a system under which
parents do not actually receive a “coupon” but do have access to private
schools (primary, secondary, and kindergarten) that are financed by the
state based on enrollments. Chile now has three education networks: fully
private, enrolling 9 percent of students; private subsidized by the state,
enrolling 35 percent (including technical and vocational schools); and
municipal, enrolling 56 percent. The system’s introduction resulted in a
surge in highly subsidized private schools. The purely private schools are
the traditional schools of the middle class and elite. The case study on
Chile (chapter 3) provides greater details.

The great risk of the voucher system is what it leaves behind. Private
schools financed by the voucher system attract the “cream of the crop,
including students from middle-class families who are aware of school
quality and have the financial ability to move around the system—thus
creating a problem for those schools, such as Chile’s public municipal
schools, that lose the “good” students. Chile’s scheme has been evaluated
by a number of researchers (Mizala and Romaguera 2000, McEwan and
Carnoy 2000, McEwan 2000b), who have concluded that, despite some
gains in efficiency, there continues to be a problem of “skimming”

Loans, scholarships, and vouchers can be used to encourage quality
improvement in private institutions by requiring that institutions meet
minimum standards before they are eligible for such financing. To encour-
age internal efficiency, these funding mechanisms can also be terminated
after the student attends an institution for a fixed number of years. Fur-
thermore, these devices can be targeted to meet areas of greatest social
need, such as teacher education or the training of public health workers.

Direct or Contractual Public Support of Private Schools. The advan-
tage of contractual arrangements is that the state can terminate support if
a school fails to deliver quality education. Careful and powerful oversight
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is required to ensure that institutions provide the education they promise.
In Latin America, the most widespread example of contracting for services
is the Fé y Alegria school system, which enrolls over 1 million students in
14 countries in the region and is an example of a private institution serving
public policies aimed at equity, quality, and lower cost. As described in the
case studies on Peru and Venezuela (chapters 6 and 7), Fé y Alegria schools
are run by a nonprofit church-affiliated organization and are restricted to
poor areas. The state pays the costs of teachers, who are public employees.
Féy Alegria schools cost less and may have better results than public schools
located in similar neighborhoods (Swope and Latorre 1998, Navarro and de
la Cruz 1998). The public good is served by encouraging efficiency as well
as restricting such support to schools serving special or disadvantaged cli-
entele. Based on the problems encountered with vouchers described above,
the city of Bogotd, Colombia, established similar arrangements with private
institutions serving slum neighborhoods (see chapter 4).

In many countries in the region (e.g., Bolivia, Ecuador, Colombia),
governments contract with NGOs and community associations to provide
early childhood development services to at-risk children (Myers 1996).
These programs usually cost less than publicly provided preschooling
which may use an excessively academic model. However, it is important
to ensure that the quality of these programs—especially in terms of their
trained staff—is sufficient to yield positive developmental results. Several
governments have, with multilateral assistance, provided training to com-
munity and NGO staff.

Chile treats some of its best private universities as public institutions.
The Catholic University of Santiago is such an example, garnering similar
financing arrangements as that of the public University of Chile. Between
the 1970s and 1990s, the Brazilian federal government partially supported
research programs in selected private universities, and Colombia contin-
ues to subsidize a few private Catholic universities.

In much of Latin America, as in the United States, direct contracting,
especially with secular institutions, is politically and historically problem-
atic. In Brazil, for instance, long-standing clashes among the defenders of
lay and religious schools make direct payments to private religious schools
politically impossible.

Competitive Funding. Competitive funding is common in vocational/
technical training and graduate education and research. Chile has a pro-
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gram by which the state requests proposals and then contracts with public
or private institutions for vocational training for students who could be
placed in stable employment. Colombia and Brazil have experimented
with competitive funding of training programs outside the classical train-
ing systems (see Middleton, Ziderman, and van Adams 1993). In gradu-
ate education and research in many countries in the region (e.g., Venezu-
ela, Mexico, Brazil, and Chile), funds are allocated on the basis of open,
peer-reviewed competition (IDB 2001). With both of these approaches,
the state seeks the most efficient and highest quality provider of a service
it considers important (training or research); whether that institution is
public or private, it receives identical treatment. Note, however, that the
ability to prepare good proposals often depends on the existence of an
education and/or research infrastructure that is, in many cases, difficult to
achieve without public funding.

Access to Capital Markets. One of the main impediments to entry into
the private education market is a lack of access to capital markets for school
construction and equipment. This in part reflects the overall weakness of
the region’s capital markets. In addition, the field of education may make
traditional lenders wary given the uncertainties brought about by price
controls, as well as market fluctuation and the difficulty of measuring edu-
cational outcomes/products. Yet improved access to capital may well be
a very inexpensive way of encouraging private education development.
Brazil’s National Economic and Social Development Bank has established
a special program of support for capital improvements in both public and
private higher education (see BNDES n.d.).

One approach to evaluating requests for financing would be to use
purely financial criteria—is there a high probability that the institution
will pay back the loan? Another approach would be to use such loans to
encourage increased quality by defining a minimum set of teacher, cur-
riculum, or physical facility specifications—or even restricting lending to
certain high-demand occupations. The latter approach, while preferable
at face value, runs the risk of bureaucratizing the entire process. In fact,
Brazil’s program had difficulty moving forward because of requirements
to provide detailed financial and pedagogical information to the Ministry
of Education as a prerequisite for receiving funding. Similar programs of
capital investment can be directed toward primary, secondary, and techni-
cal education.
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Tax Incentives. There are a wide variety of viable tax incentives for private
education. The one most commonly used in Latin America and elsewhere
is nonprofit status. Most, but not all, private institutions are nonprofit and
therefore do not pay taxes on profits. Instead, any excess of revenue over
expenditure is put into the institution’s reserves. This exemption can be
abused when private institutions pay very high salaries to their administra-
tors—as well as to relatives of administrators. In Latin America, nonprofit
schools are often also exempt from value-added taxes or import duties.

The United States has developed a variety of tax incentives for individ-
uals who pay for private education. These include a tax deduction (for up
to a certain income level) to cover the partial cost of attending higher edu-
cation institutions; unpenalized access to individual retirement accounts
for educational expenditures; exemption from the annual $10,000 gift tax
limit for payment of educational expenses by third parties; deductions from
gross income of charitable donations; and, most recently, the establishment
of tax-free investment accounts to finance the costs of future private school
attendance. These deductions and tax preferences can be important since the
top U.S. income tax rate is over 30 percent. One advantage of these incen-
tives is that they are “neutral,” permitting full choice of educational institu-
tions by individuals and—in theory—encouraging diversity. The disadvan-
tage is that they are middle-class subsidies. A number of similar incentives
exist in Latin America but have a much lower impact or visibility since tax
rates are lower, and fewer individuals actually pay taxes.

Technical Assistance and Advice on Best Practices. Throughout the
region, governments have developed programs to support small and
medium-sized businesses by providing them with training and up-to-
date information. The assumptions underlying these initiatives are that
(1) these enterprises do not have the personnel or financial means to keep
up with changes in their field, and (2) there is a public interest in increas-
ing their productivity. Surprisingly, there is no such attitude toward small
and medium-sized educational enterprises, which may also find it difficult
to assimilate best practices, especially at the technical and higher educa-
tion levels. However, if private (or public) institutions are teaching that the
earth is flat, or are unaware of the latest approaches to information tech-
nology (or, more controversially, might argue that Marxism is the driving
force in economic change), then there is a public interest in supporting
better knowledge and more effective teaching (see Castro and Navarro
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1999). For this reason, there should be a training and extension service
provided to private institutions, especially at the technical and higher
education levels—and equally open to public institutions—to introduce
new ideas and technologies. This service should be privately operated but
jointly supported by the government and the private sector, just like those
institutional arrangements that support innovation in areas as varied as
agriculture, fisheries, the shoe industry, electronics, etc. This support
could be of particular significance in the area of distance education.

References
American Educational Research Association (AERA). 2000. Educational Researcher 29(8).

Banco Nacional de Desenvolvimento Economico e Social (BNDES). n.d. “Programa de
Recuperagdo e Ampliagdo dos Meios Fisicos das Instituigoes de Ensino Superior”
www.bndes.gov.br/programas/sociais/ensino.asp.

Bernasconi, Andrés. 2001. “El Sistema de Supervision y Mejoramiento de la Calidad de
la Educacion Superior de El Salvador: Estudio de Caso” Draft. Washington, DC:
Inter-American Development Bank.

Carnoy, Martin, and Carlos Alberto Torres. 1994. “Educational Change and Structural
Adjustment: The Case of Costa Rica.” In Joel Samoft, ed., Coping with Crisis, Auster-
ity, Adjustment and Human Resources. Paris: UNESCO.

Castro, Claudio de Moura, and Juan Carlos Navarro. 1999. “Will the Invisible Hand Fix
Private Higher Education?” In Philip G. Altbach, ed., Private Prometheus: Private
Higher Education and Development in the 21st Century. Westport, CT: Greenwood
Press.

Guadilla, C. Garcia. 1997. Situacion y Principales Dindmicas de Transformacion de la
Educacion Superior en América Latina. 2nd ed. Caracas: CRESALC/UNESCO.

Hirschman, Albert. 1970. Exit, Voice and Loyalty: Responses to Decline in Firms, Organi-
zations and States. Cambridge, MA: Harvard University Press.

Inter-American Development Bank (IDB). 2001. Science and Technology for Develop-
ment: An IDB Strategy. Washington, DC.

King, Elizabeth, Laura Rawlings, Marybell Gutierrez, Carlos Pardo, and Carlos Torres.
1997. Colombia’s Targeted Education Voucher Program: Features, Coverage, and
Participation. Working Paper Series on Impact Evaluation of Education Reforms,
Paper No. 3. Washington, DC: World Bank.

Kupermintz, Haggai. 2001. “The Effects of Vouchers on School Improvement: Another
Look at the Florida Data” Education Policy Analysis 9(8).

McEwan, Patrick J. 2000a. Comparing the Effectiveness of Public and Private Schools: A
Review of Evidence and Interpretations. National Center for the Study of Privatiza-
tion in Education Occasional Paper Series, Paper No. 3. New York: Columbia Uni-
versity, Teachers College. www.ncspe.org/publications_files/990_OP03.pdf.



36  Private Education and Public Policy in Latin America

——— 2000b. “The Potential Impact of Large-Scale Voucher Programs.” Review of Edu-
cational Research 70(2).

McEwan, P. 2000c. Private and Public Schooling in the Southern Cone: A Comparative
Analysis of Argentina and Chile. National Center for the Study of Privatization in
Education Occasional Paper Series, Paper No. 11. New York: Columbia University,
Teachers College. www.ncspe.org/publications_files/115_OP11.pdf.

McEwan, Patrick J., and Martin Carnoy. 2000. “The Effectiveness and Efficiency of Pri-
vate Schools in Chile’s Voucher System.” Education Evaluation and Policy Analysis
22(3):213-39.

Myers, Robert G. 1996. Preschool Education in Latin America: State of the Practice.
PREAL Occasional Paper Series No. 1. Washington, DC: Partnership for Educa-
tional Revitalization in the Americas.

Middleton, John, Adrian Ziderman, and Arvil van Adams. 1993. Skills for Productivity.
New York: Oxford University Press.

Mizala, Alejandra, and Pilar Romaguera. 2000. “Quality of Social Services: The Case of
Education in Chile” Draft. Washington, DC: World Bank.

Mizala, Alejandra, Pablo Gonzalez, Pilar Romaguera, and Andrea Guzman. 2000. Los
Maestros en Chile: Carreras e Incentivos. Working Paper of the Latin American
Research Network, R-403. Washington, DC: Inter-American Development Bank.

Morduchowicz, Alejandro. 2001. “Regulacién y Financiamiento de la Educacion Privada
en la Argentina” Draft. Santiago: Partnership for Educational Revitalization in the
Americas.

Navarro, Juan Carlos, and Rafael de la Cruz. 1998. “Federal, State, and Nonprofit Schools
in Venezuela” In William D. Savedoff, ed., Organization Matters: Agency Prob-
lems in Health and Education in Latin America. Washington, DC: Inter-American
Development Bank.

Organization for Economic Cooperation and Development (OECD). 2001. Education
at a Glance 2001. Paris.

Paes de Barro, R., and R. Mendonca. 1998. “The Impact of Three Institutional Innova-
tions in Brazilian Education” In William D. Savedoft, ed., Organization Matters:
Agency Problems in Health and Education in Latin America. Washington, DC: Inter-
American Development Bank.

Partnership for Educational Revitalization in the Americas (PREAL). 2000. “Iniciativas
Orientadas a la Formacion y Perfeccionamiento de los Docentes” Formas y Refor-
mas de la Educacién Serie Mejores Prdcticas 2(6).

——— 2005. “Programa de Liderazgo Empresarial y Educacién” www.preal.org/pro-
gramasindex2pL.php.

Ravela, Pedro. 2001. sCémo Presentan sus Resultados los Sistemas Nacionales de Evalu-
acion Educativa en América Latina? Santiago: Partnership for Educational Revital-
ization in the Americas.

Reimers, Fernando. 2000. Unequal Schools, Unequal Chances: The Challenges to Equal
Opportunity in the Americas. Cambridge, MA: Harvard University Press.



1. Public or Private Education for Latin America? 37

Swope, John, and Marcela Latorre. 1998. Comunidades Educativas donde Terminan el
Asfalto, Escuelas Fé y Alegria en América Latina. Santiago: Center for Education
Research and Development.

Tellez, Jorge, and Francisco Orostegui. 2004. “El Crédito Educativo en América Latina:
Situacién y Futuros Desafios” IDB Technical Paper. Washington, DC: Inter-Ameri-
can Development Bank.

UNESCO. 2000. World Education Report 2000. The Right to Education: Towards Educa-
tion for All throughout Life. Montreal.

UNESCO, Institute for Statistics (UNESCO/UIS). 2004. Global Education Digest 2004:
Comparing Education Statistics Across the World. www.uis.unesco.org/ev.php?
1D=5727_201&ID2=DO_TOPIC.

UNESCO, Regional Office for Education in Latin America and the Caribbean
(UNESCO/OREALC). 2000. Primer Estudio Internacional Comparativo Sobre Len-
guaje, Matematica y Factores Asociadoes en Tercer y Cuarto Grado. Segundo Informe.
Santiago.

U.S. Department of Education (U.S. ED). 2004. “Low Interest Rates, Better Management
Factor in All-Time Low Student Loan Default Rate, Paige Says.” Press release, Sep-
tember 14. www.ed.gov/news/pressreleases/2004/09/09142004.html.

Willms, J. Douglas. 1997. Parental Choice and Educational Policy. CES Briefing No. 12.
Edinburgh, University of Edinburgh, Center for Educational Sociology.

Wolff, Laurence. 1998. Educational Assessments in Latin America: Current Progress and
Future Challenges. PREAL Working Paper No. 11. Washington, DC: Partnership for
Educational Revitalization in the Americas.

Wolff, Laurence, and Claudio de Moura Castro. 2000. Secondary Education in Latin
America and the Caribbean: The Challenge of Growth and Reform. IDB Technical
Paper Series. Washington, DC: Inter-American Development Bank.

Wolff, Laurence, and Martin Gurria. 2005. Money Counts: Projecting Education Expen-
ditures in Latin America and the Caribbean to the Year 2015. Montreal: UNESCO
Institute for Statistics.

World Bank. 1999. Sector Study on Education Finance in Rural Education in Peru, Bolivia
and Paraguay. Report No. 19066. Washington, DC.

Additional Works

Altbach, Philip G., ed. 1999. Private Prometheus: Private Higher Education and Develop-
ment in the 21st Century. Westport, CT: Greenwood Press.

Bray, Mark. 1999. The Shadow Education System: Private Tutoring and Its Implications for
Planners. Paris: UNESCO.

Carlson, Sam. 1992. Private Financing of Higher Education in Latin America and the
Caribbean. Latin America and the Caribbean Technical Department, Report No.
18. Washington, DC: World Bank.



38  Private Education and Public Policy in Latin America

Colclough, Chris. 1996. “Education and the Market: Which Parts of the Neo-Liberal
Solution Are Correct?” World Development 24(4): 589-610.

Doyle, Denis P. 1997. “Vouchers for Religious Schools” Public Interest 127(Spring).

Farkas, Steve, Jean Johnson, and Anthony Foleno. 1999. On Thin Ice: How Advocates and
Opponents Could Misread the Publics Views on Vouchers and Charter Schools. New
York: Public Agenda.

Fundacion APICE and FUNDAPEC. 1999. Sostenibilidad Financiera y Gerencia Social
del Crédito Educativo. Santa Fé de Bogota: Asociacion Panamericana de Institucio-
nes de Crédito Educativo.

International Finance Corporation. 1999. Investing in Private Education in Developing
Countries. Washington, DC: World Bank.

James, Estelle. 1987. The Political Economy of Private Education in Developed and Devel-
oping Countries. Education and Training Series Report No. EDT81. Washington,
DC: World Bank.

Kolbert, Elizabeth. 2000. “Uncharted Territory: Is There Money to Be Made off the Fail-
ure of Public Schools?” The New Yorker, October 9.

Levin, Henry M. 2000. The Public-Private Nexus in Education. National Center for the
Study of Privatization in Education Occasional Paper Series, Paper No. 1. New
York: Columbia University, Teachers College. www.ncspe.org/publications_files/
publications_files/31_OPO01.pdf.

Mizala, Alejandra, and Dario Farren. 1998. Eficiencia Técnica de los Establecimientos
Educacionales en Chile. Serie econdmica No. 38. Santiago: Universidad de Chile.

Orivel, Frangois. 1996. “The Economics of Education: Incentives, Control of Costs, Allo-
cation of Resources, New Actors” Presented at the Comparative and International
Education Society 40th Annual Meeting, March 6-10, Williamsburg, VA.

Savedoff, William D., ed. 1998. Organization Matters: Agency Problems in Health and
Education in Latin America. Washington, DC: Inter-American Development
Bank.

Tooley, James. 1999. The Global Education Industry: Lessons from Private Education in
Development Countries. Studies in Education No. 7. London: Institute of Economic
Affairs.

Tsan, Mung, Michelle Fryer, and Gregorio Arévalo. 2000. “Financing of Education in the
Caribbean?” Draft. Washington, DC: Inter-American Development Bank.

UNESCO/UNEVOC (International Project on Technical and Vocational Education).
1996. Financing Technical and Vocational Education: Modalities and Experiences.
Berlin.

USA Today. 2001. “Florida Schools Shape up amid Voucher Threat: Findings Could
Boost Bush’s National Plan” February 16.

van der Gaag, Jacques. 1995. Private and Public Incentives: Working Together for Health
and Education. Washington, DC: World Bank.



CHAPTER 2

PRIVATE EDUCATION: FUNDING AND
(DE)REGULATION IN ARGENTINA

Alejandro Morduchowicz*

The importance of private schools in Argentina contrasts with the scant
attention they have received in education research. Surprisingly, their
quantitative growth, as well as the formulation and implementation of
educational policies that preceded and accompanied their expansion, has
been ongoing for several decades.

On the other hand, such growth is not surprising if we consider the
confusion regarding the meaning of privatization as applied to the edu-
cation sector. Those actors most critical of the reforms of the last decade
described changes in the education sector as “privatization” Paradoxi-
cally, what really happened was that the government took an active role in
the formulation and implementation of educational policies, establishing
a strong state presence in the sector after decades of relative inactivity.

Moreover, if there has been a trend toward privatization in education
in Argentina, it continues a process that began half a century ago and has
very little to do with recent educational reform initiatives. Privatization
cannot be framed in the ways it has been traditionally discussed: there are
no demand subsidies, such as vouchers; for-profit corporations have not
been hired to take on all or part of the responsibility for service supply;
the institutions that are most similar to charter schools are part of such a
small experiment that they cannot even be considered a pilot program;
and assets have not been sold or transferred to the private sector.

Rather, the situation is closer to what can be called spontaneous priva-
tization (Vedder 1996), which is applied to changes in demand prefer-

*Alejandro Morduchowicz is a teacher and consultant for UNESCO’s Interna-
tional Institute for Educational Planning, Buenos Aires. This paper is based extensively
on Morduchowicz et al. (1999). The author is indebted to Myrian Andrada, Gustavo
Iglesias, and Atilio Marcén for many helpful conversations.
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ences. Nevertheless, as we shall see, this has not been a very clear or simple
process, and it is not possible to say whether changes in preferences were
induced or, at least, facilitated. Like other aspects of Argentine society
and economy, the country has followed a hybrid process in privatizing
education. As a result, and for want of a better name for it, this could be
characterized as quasi-spontaneous—that is, arising from a combination
of demand pressure and deregulation and financing policies favorable to
private education.

The objective of this study is to summarize the key steps of this pro-
cess and to review some of the most significant features of private educa-
tion supply and demand. The chapter is divided in three sections. The first
measures quantitative aspects of the sector and provides a brief descrip-
tion of some of the policies from which it has benefited over the last 50
years. The second part analyzes the two instruments that govern the rela-
tionship between the state and private schools at the local level: public
funding and regulation of private establishments. Finally, the third sec-
tion considers the sector from the point of view of the factors proposed by
Levin (2000)—equity, efficiency, freedom of choice, and social cohesion—
in order to analyze the contribution or impact of nonstate methods of sup-
plying service and other proposals of market-based resource allocation.

General Features and Sector Evolution

Current Situation

One out of four students in Argentina attends a private non-university
establishment. Of this proportion, close to half are enrolled in primary
school, one-third in secondary school, and the remainder in preschool
and postsecondary institutions. The distribution of these students among
the provinces is not even: 80 percent are in the most developed provinces.
The city of Buenos Aires has the highest percentage of students attend-
ing private institutions (50 percent), followed by Cordoba, the province of
Buenos Aires, and Santa Fe, each with 30 percent of their students attend-
ing private institutions. Table 2-1 summarizes these and other key indica-
tors of private education in Argentina.

Higher level, non-university institutions attract the highest propor-
tion (39 percent) of students who are enrolled in private education. The
lowest percentage of private school enrollments are at the primary school
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level (21 percent). More

than half (57 percent) of Education indicators for Argentina

students attending pri-

vate schools are enrolled Indicator Public Private

in Catholic institutions. Enrollment by level of

(No information is study (1998)

available about enroll- Total non-university 753% 24.7%

ments in other secular Pre-primary 71.1% 28.9%

institutions.) Primary 78.9% 21.1%
Private schools Secondary 72.0% 28.0%

account for 25 percent Higher 60.8% 39.2%

of the almost 40,000 Average number of students/

educational institutions institution (1998)

in the country. Distri- Primary 221 304

bution by province var- Secondary 516 251

ies greatly: 73 percent Private enrollment in

of the schools in the Catholic schools (1996)

city of Buenos Aires Primary — 62.9%

are private, compared Secondary — 55.4%

to only 10 percent of Unit cost per student (1996)

those in the province of Primary $1,112 $1,219

Formosa. Secondary $1,464 $1,731
Almost 27 percent Morduchowicz et al. (1999).

of the 2,360,000 stu-

dents attending private

schools are enrolled in institutions that receive no state subsidy at all,
about 28 percent attend schools that are partially financed by the state,
and about 45 percent attend institutions that receive subsidies covering
all payroll expenses. The proportion of private schools receiving subsidies
declines with increasing education level. Seventy-five percent of students
in private pre- and primary schools attend institutions that are partially
or fully subsidized, while 70.6 percent and 64.0 percent of students in sec-
ondary and higher level schools, respectively, attend similarly subsidized
institutions. Those subsidies represent approximately 13 percent of the
education budget of the provinces. Of that amount, 85 percent is targeted
at primary and—particularly—secondary level institutions. On average,
these allocations represent 40 percent of total funding for privately man-
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aged schools; the remainder is provided through payments by student
families.

Almost 60 percent of private primary and secondary education fund-
ing is allocated to salaries; another 25 percent goes for maintenance and
operating expenses such as electricity, gas, repairs, supplies, equipment,
etc. The remaining percentage is profit. Note that in contrast to private
schools, nonsalary expenditures are quite low for public schools, except
in rare cases.

Across Argentina, per student expenditures are lower for the public
sector than the private sector, both at the primary and secondary levels.
Privately managed primary schools expend 16 percent more resources
per student, and private secondary schools expend 18 percent more, than
state schools.

Expansion

Public policy changes affecting the growth and consolidation of private
education over the last 50 years include the approval of certificates for
private teaching, modification of working conditions and the stability of
the teaching staff in private schools, the validity of the certificates granted
to students, supervision by state organizations created for that purpose,
and consistency of subsidies. This improvement was facilitated by a set
of national laws, presidential decrees, and ministerial resolutions that
granted legality and legitimacy to private institutions.

The first landmark in this process was a 1947 law that systematized
and institutionalized a state subsidy to private education. The law had its
official origin in the need to compensate the sector for the teacher union’s
negotiation of a salary for public school teachers. This law remains in
effect and has continued to be the basis for all national laws regulating
the sector.

Until the law was passed, the state contribution to private education
had been sporadic. In fact, the ability to obtain state funds depended more
on negotiation skills on the part of private schools than on standardized
institutional mechanisms of state cofinancing.

In the law’s wake, other rights were established and conditions and
requirements were set for schools to receive a state subsidy. One impor-
tant right accorded was a guarantee for the staff of private educational
institutions to job security and basic wages of no less than 60 percent of
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the salary received by public school teachers with comparable working
conditions (major field, job, and seniority).

More systematic justifications for public support of private education
were advanced in the 1990s, with the implementation of federalized edu-
cation at the national level. These justifications were based on the freedom
to choose, teach, and learn. It is interesting to note that those arguments
were used by the national government at the historic moment when it
withdrew from school financing and ceded this responsibility to the states.
In other words, since 1991, private schools’ difficulty in paying the sala-
ries demanded by the Teaching Statute was no longer the main justifica-
tion for the state’s contribution; rather, freedom of choice and freedom
in teaching—as set forth in the national constitution—became the more
important drivers. This was a turning point in the rationale behind subsi-
dies to private education. In 1991, the possibility of charging for contribu-
tions to pay the expenses of the nonsubsidized structure was introduced.
Until then, such a scheme had, by definition, been considered unneces-
sary. In 1964, a set of guidelines that defined the maximum subsidized
staft was introduced as a parameter of technical efficiency for forming the
teaching staff in private establishments. This put an additional limit on
state cofinancing—that is, the number of teachers to be subsidized. On
the other hand, this policy equalized the criteria for assigning positions in
state and private establishments. The changes introduced in 1991 meant
that many of the schools considered “free” would not necessarily be free
(due to overestimating the amount spent on basic operating expenses or
nonsubsidized structure). From another perspective, the policy decreased
favoritism by granting 100 percent subsidies to schools that did not fulfill
the condition of being “free” (since the fees that were charged were appor-
tioned to the above-mentioned items).

Deregulation further helped consolidate and expand Argentina’s
private education sector. From the mid-1950s to 1960, three important
events marked the deregulation process. The first was the elimination of
the final examinations administered by an examining board for each cur-
riculum subject taught in private high schools. The exams served to vali-
date private high school education; their abolition was an important step
in equalizing the legal status of private and public schools.

The second event was the implementation of a series of legal actions
aimed at legitimizing private school autonomy. These actions resulted in
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the schools” acknowledgment as public “technical-teaching administrative
units,” even though they were privately managed. It is important to note
that this measure and the one abolishing examinations were put into prac-
tice by decree, thus contradicting the laws in force at that time.

The third milestone was the creation of the Private Teaching National
Service, which established a system of supervision separate from that
of state schools. The service became a parallel ministry of education
within the larger national Ministry of Education. Not only did schools
achieve greater functioning autonomy through this measure, they also
achieved greater autonomy through the organizations in charge of their
supervision.

Figure 2-1 provides a context for the effects of these actions. Private
education emerged from a period of hyper-regulation following the estab-
lishment of the national state in the 1800s to being subject to direct con-
trol by state schools—with regard not only to the accreditation of second-
ary degrees but also financial support. The measures adopted at the end of
the 1940s led to significant growth of private schools.

Private primary education declined significantly until the 1940s,
when the Argentine education system began to expand. In absolute terms,
in the 40 years between 1958 and 1998, private primary enrollment qua-

Private share of total enrollment at the primary level, 1894-1997

Percent
30

25\

|4

o Y\ —

o /.
N

1894 1904 1914 1924 1934 1944 1954 1964 1974 1984 1997

Morduchowicz et al. (1999).




2. Private Education: Funding and (De)Regulation in Argentina 45

drupled, jumping from 289,000 to 1,123,000 students. Public enrollment
also increased, but at only half that rate.

Enrollment in private secondary schools also increased, quintupling
between 1950 and 1970. There was similar growth in the public sector.
Excessive regulation accounts for the low levels of primary school enroll-
ment during the first half of the 20th century. More likely, however, these
relative low enrollment levels reflect the strong expansion of the public
sector at that time. During that period, the number of students attending
public primary schools increased at a much higher rate than did the num-
ber of students attending private establishments.

Since private sector expansion began a few years before either the sys-
tematic allocation of public subsidies to those schools or the big regu-
latory changes that took place in the 1950s, it could be said that there
was demand pressure. As enrollment in private schools increased, there
was pressure to be free from restrictions and attract more students and to
guarantee the financial support of the sector.

Regardless of whether supply drove demand or if demand stimulated
growth in the private sector, the regulatory and quantitative evidence
reveals a high degree of synchronicity. Nonetheless, various questions
arise:

= Why did the state back down with regard to private education?

Since the changes began at the end of the 1940s, a possible answer
might be found in the country’s political history and the relation-
ships between the government and the church at that time. Simi-
larly, it could be asked whether the changes in private education
that occurred during the second half of the 20th century were the
result of a gradual recovery of rights lost during the expansion of
public schools.

= Why was the change in demand for private education so sudden?

Until the middle of the century, a more or less steady proportion
of the student body attended private schools because of religious
or cultural convictions. The leap in the growth rate would indicate
a change in the composition of enrollment due to the incorpora-
tion of socioeconomic groups that had not previously considered
private school an option.

There are other hypotheses to explain the facts. These range from an
improvement in private school quality to the decision by the middle class



46  Private Education and Public Policy in Latin America

to switch from state schools to private schools due to dissatisfaction with
public school quality. A theory currently being considered is the “cycles
of collective behavior” suggested by Hirschman (1982), by which private
interest and public action succeeded each other in a cyclical manner.

The national policies implemented on private education placed the
state in a position of leadership in generating conditions for private sector
growth. The state effectively subsidized and deregulated private schools
so they could compete with it in the market, thereby eliminating the state
monopoly on education. Clearly, the private sector has taken advantage of
the potential offered.

The Instruments

The movement toward the introduction of market mechanisms in the edu-
cation sector prompted a series of questions and much research several
years ago. Perhaps the most significant of these questions was what mech-
anisms affect students’ or parents’ choice of a school and how. The most
commonly conducted research compared learning results across the two
sectors (public and private). The research in turn raised a number of ques-
tions, the most important of which concerned the reasons for the differ-
ences between the two types of schools. Apart from the indicators chosen
to compare them—the results of standardized tests or internal measures
of educational efficiency (e.g., repetition rates)—one of the most frequent
answers was organizational differences. For instance, private schools pre-
sumably had flexibility in forming their teaching staffs, while state schools
did not. Naturally, this is not the only reason, and to consider the matter
in these terms alone would be a gross oversimplification.

This leads to another question, however: Why do these organizational
differences occur? A broad range of answers are possible; these can be
grouped into three categories (Levin 2000):

= support services available,

= financing of private sector entities, and

= regulation of private sector entities.

Support services are practically nonexistent for both private and pub-
lic schools. Levin (2000) includes school transportation and information
in this category, among other items. The absence of such support in both
sectors limits families’ freedom in choosing a school—at least, for those
families that lack the cultural and economic resources to compensate for



2. Private Education: Funding and (De)Regulation in Argentina 47

this absence. This limits not only the number of students who have access
to private education (and to a certain kind of state supply) but also the
socioeconomic and cultural composition of demand.

Financing: The Allocation of Public Resources

When education was federalized in 1994, the allocation of public resources
to private education became the responsibility of the provincial govern-
ments and was therefore governed by the education laws of the provinces.
If provinces have no such laws, the private schools in their jurisdiction are
subject to existing national regulations.

Education’s shift from national to provincial oversight made for an
increase in the number of regulations and criteria affecting resource allo-
cation. However, because there are several common elements in the pro-
vincial laws (due to the fact that they all have their origin in national law),
many regulations can be analyzed together. To begin with, all provincial
laws establish a set of conditions and requirements for privately managed
educational institutions in order for them to be (1) acknowledged as part
of the national education system and (2) entitled to receive a state subsidy
to cover teaching staff salaries.

Aside from various (and varying) administrative procedures, there
are two basic stages in the provinces’ process of subsidy allocation. The
process begins with the identification of a potential beneficiary (private
school) or evaluation of a school’s application for subsides. To be eligi-
ble, the school must comply with a number of requirements. In general,
provincial regulations regarding subsidy allocation take into account the
economic characteristics of both the area and the school’s population; the
institution’s socioeconomic context; its social function; the qualitative and
quantitative characteristics of its demand; the kind of teaching it provides;
its needs; equitable, rational, and efficient application of resources; and the
institute’s for- or nonprofit status; etc.

Once the beneficiary’s eligibility has been determined, the next step
is to determine the subsidy amount to be awarded by considering the
school’s teaching staft expenses. In this regard, it is particularly important
to evaluate the socioeconomic characteristics of the school’s population
and the fees it charges to determine the percentage of the state’s contri-
bution, which will then be applied to the teaching staff salaries. Specifi-
cally, the subsidy amount is based on the application of the identified per-
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centage to the cost of salaries (calculated on the basis of state teachers’
salaries) for the core staff approved for that institution. This core staff is
determined, as in state schools, by the number of students, sections, edu-
cational level provided, location (urban, rural, suburban, mountainous,
etc.), type of education, number of shifts, working day, and each teacher’s
salary components (i.e., seniority, family allowances, etc.).

Two factors affect the determination of the percentage of state sub-
sidies: the lack of objective formulas or indicators to set the parameters
of the governing criteria (formulated in the respective laws) for subsidy
allocation to privately managed public schools and the inconsistency in the
implementation of resource allocation.

The division between the criteria directing resource allocation and the
parameters for its implementation is vast. For instance, subsidies are to be
allocated by taking into consideration various aspects related to equity,
such as the “socioeconomic context” of the school, its “social function,”
the “qualitative and quantitative characteristics of its demand,” etc. How-
ever, there is no law that explains what variables and parameters must be
used as indicators in implementing these criteria. Thus, the interpretation
and implementation of regulations depends on the good judgment of the
current authority.

As far as inconsistent implementation is concerned, although the fee
schools charge is used in all cases as a parameter of equity in providing
subsidies (the larger the fee charged, the less the subsidy awarded), analyz-
ing the relationship in practice between fee amounts and the correspond-
ing percentages of subsidy shows that there is no alignment between the
intended goal and the result obtained. In other words, the relationship
established between the amount of the fee and the state contribution to
financing of the school is not always proportional.

The regulation leaves much to the discretion of the administrator.
Resource allocation, far from responding to mandated efficiency and/or
equity criteria, is determined without regard to them. This observation is
more or less valid across all provinces.

Three crucial points frequently distort social efficiency and equity,
often violating the law or the spirit of the law:

= determination of the absolute fees to which the minimum and

maximum percentages of the subsidy correspond;

= alack of proportionality between fee ranges and the respective per-

centages of the subsidy; and
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= with respect to the previous two points, inequity in total per stu-
dent contribution—i.e., the sum of the state subsidy and the fee
paid by parents for all fee ranges.

Absolute Amounts of the Fees. The determination of the point at which
the state contribution becomes zero defines the dividing line between the
private schools that provide a service similar to the ones provided by the
state and those that provide a differentiated qualitative or quantitative
kind of education not accessible to all the socioeconomic sectors or the
for-profit private schools.

In the first case, the fee reflects the cost of a different service supply
in terms of quality or quantity, whose subsidy would involve state aid to
widen the social disparity, which contradicts the principles of equity of
opportunity as required by law. In the second case, the payment reflects
a (legitimate) profit motive, but the state’s contribution would involve
public financing for private benefit, which violates the distributive jus-
tice principle proclaimed by Argentine law, beginning with the national
constitution.

Proportionality. In many cases, there are imbalances between subsidy
percentages and the fees charged by schools; this has a negative effect on
the equity of resource application. This can be seen in the state subsidy
allocation scale by category of school in the province of Buenos Aires
(table 2-2).
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B and C is more obvious. An establishment that charges an annual fee
of $469.13 would receive a subsidy equivalent to 70 percent of its core
staff expenses. If the fee were increased to $601.16—an increase of 28
percent—the institution would move from category B to C, and would
receive a subsidy covering 50 percent of its teaching staff. This means that
it would receive a subsidy 28 percent less than the one it received before
the increase. However, if an institution charged a fee of $291.41, the mini-
mum established for category B, it would receive a subsidy of 80 percent. If
it then decided to increase its fee to the minimum for category C, $470.13,
it would have both increased its fee by 61 percent and would now receive
a 60 percent subsidy—a reduction of only 25 percent.

The lack of proportionality also continues within each category. For
instance, in category B, a school that decided to increase its $291.41 fee
to $469.13 (a 61 percent increase) would face a decrease in its state sub-
sidy of slightly more than 12 percent. A category C institution receives 50
percent of the state contribution received by a category A entity, but the
former can charge up to 400 percent of the amount of the fee charged by
the latter.

Proportional variation of contribution and fee is crucial in terms
of equity, since the state must finance privately managed public schools
according to their capacities. It should be verified that when there is more
private capacity, there should be a smaller public contribution. Thus, with
a proportional increase of a school’s fee, there should be a proportional
decrease in the state contribution. The limit of equity is given by the pro-
portional variations of fees and contributions, beyond which the alloca-
tion system becomes regressive—i.e., it contributes more proportionally
to those who need it less and vice versa.

Total Expense per Student. There is another imbalance in terms of the
total expense per student that the state cofinances. The provincial govern-
ments usually discriminate in this case, in violation of the laws and decrees
advocating for “distributive justice,” “social justice,” and “fair application
of resources.”

Table 2-3 helps illustrate the situation; it presents, as an example from

the province of Buenos Aires,' the calculations that arose from the appli-

"Morduchowicz et al. (1999) present cases from other provinces together with the
inconsistencies of proposed reforms in the respective laws.
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Private school subsidies and income for a typical class of 30
students, Buenos Aires Province

Total
Annual Total income  Subsidy
Institution  Annual Annual income annual per per
category fee Subsidy subsidy from fees income student  student
A $152 100% $6,500 $4,565 $11,065 $369  $217

B Min $291 80% $5200 $8,742 $13,942 $465 $173
B Max $469 70% $4,550 $14,074 $18,624  $621 $152
C Min $470 60% $3,900 $14,104 $18,004 $600  $130
C Max $601 50% $3,250 $18,035 $21,285 $710  $108
D Min $602 40% $2,600 $18,065 $20,665  $689 $87
D Max $793 20% $1,300 $23,787 $25,087  $836 $43

Annual subsidy = $500 x 13 x(1-0.2, according to category); Annual income

from fees = annual fee X 30; Total annual income = annual fee + annual subsidy; Total
income per student = total annual income/30; Subsidy per student = annual subsidy/30.

Morduchowicz et al. (1999).

cation of categorization of schools to a hypothetical class? and is repre-
sentative of situations in most jurisdictions. The calculations were made
by applying the laws to the example of a class of 30 students under one
teacher with a salary of $500.

Even without making any judgment as to how “distributive justice,’
“fair application of resources,” etc., should be reflected in the allocation of
subsidies, it is apparent from the table that even though the state contrib-
utes a per student subsidy that decreases as the fee increases, the relation-
ship between two variables is random and contradictory. From category A
to B minimum, there is a 92 percent increase in fee, while the per student
subsidy decreases only 25 percent. A similar situation appears in the rest
of the categories.

The scale thus becomes alternately regressive and progressive with
oscillating magnitudes. The state cofinances a greater amount per student

The analysis does not ignore the fact that various costs (e.g., building mainte-
nance, teaching materials, management and auxiliary staff, etc.) are being subtracted.
Their elimination simplifies the case and does not invalidate the conclusions (although
their inclusion would change some amounts).
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in schools with higher fees, leaving the schools in lower categories in an
unfavorable budgetary position. (This applies to those schools that pro-
vide their services to the less privileged socioeconomic sectors.)

Although it could be argued that those who really make the difference
are the parents of the students from the higher category establishments—
since they pay a higher fee—it is also true that the state contributes to
the cofinancing of this “inequality” with public funds. From the point of
view of efficiency and equity, public resources invested for that purpose
have a much smaller cost-benefit or cost-outcome relationship compared
to providing funds to schools that provide their services to at-risk socio-
economic groups.

Budgetary restrictions make it impossible to cover all needs, but the
state has the obligation to apply its limited resources to support equity and
equality of opportunity as defined by society and established by law. Yet
on the whole, there are no mechanisms for subsidy allocation to different
establishments, either with regard to the fee paid by parents or equaliza-
tion of total expense on a per student basis. By definition, this approach
is regressive.

Private School Regulations

In Argentina, private schools—regardless of whether they are subsidized
by the state—are subject to certification and supervision by public edu-
cational authorities. In accordance with federal and provincial law, the
entities that have the right to establish, organize, and support schools
are the Catholic Church and other religions registered by the National
Registry of Religions; associations, foundations, and other entities with
legal standing; and individuals. These entities are required to comply with
the regulations set by educational policy. They must offer educational or
other services that satisfy the needs of the community, and provide all
necessary information to facilitate the state’s pedagogical, accounting, and
labor oversight. For their part, the provinces recognize the validity of the
courses of studies offered and the certificates issued by the schools—even
those that adopt and develop plans of their own—as long as they include
the minimum contents required for state educational services.

Private schools are subject to many regulations regarding building
conditions, schedules, operation, etc. However, as far as pedagogic activ-
ity is concerned, they have historically had a certain level of freedom to
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design and implement their individual educational program. Further,
with the federalization that moved schools from the jurisdiction of the
national state to the provinces, they have been able to retain their unique
institutional characteristics. The former national state schools, on the
other hand, have had to adapt to the regulations of provincial educational
policies.

In that sense, private schools have more freedom to design an educa-
tional program that satisfies the demand for schooling and to select teach-
ers who will carry out the program based on the school’s ideology. This
ideology is stated in a set of principles that set forth the framework within
which the institution will create its educational program. This program
must, however, meet curriculum regulations.

The ideology identifies a private school’s educational program regard-
ing its pedagogical scope: the subjects it teaches and a specific sequence of
educational content. It also identifies the specific aspects of its organiza-
tion, such as the way it structures time and space and the school history or
tradition. It is possible to differentiate various institutional characteristics
through their ideology—such as schools that emphasize development of
team spirit, or those that aim to strengthen students’ expressive possibili-
ties through a particular methodology, etc.

Unlike state schools, which must accept the teachers who apply for a
position, private schools usually select their teachers in keeping with their
institutional identity. Generally, private school administrators hire those
teachers who best suit the institutional program or who are recommended
by colleagues and peers.

Private schools have some flexibility in terms of setting salaries, even
though base pay and raises for seniority are the same as for state teach-
ers. For example, private schools can determine whether to deduct sick
leave and can work out other methods of compensation (e.g., institutional
senijority) that their state peers cannot. They can award bonuses, provided
in recognition of attendance, which can be included in the salary or set
as a percentage of income in accordance with school fees. Each private
school is free to impose its own set of rules with regard to compensation.
For instance, of two schools that give extra pay for perfect attendance, one
may not deduct for excused absences because of illness, and the other may
deduct on a prorated basis. In each case, the specific conditions are spelled
out in the school’s contract with its teachers.
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In theory, the regulations governing private school teachers are simi-
lar to those covering their state peers. However, in practice, private schools
only rarely grant unpaid leaves for personal reasons and paid leaves for
training. The teacher’s absence is perceived as detrimental to the school,
from both a pedagogic and economic point of view; therefore, the general
policy is to discourage absences except where unavoidable.

The system of attendance control and excused absence for teachers
varies by school. In some cases, the school may request a medical certifi-
cate issued by the social services doctor who treated the patient, whether
the teacher or a relative. In other cases, the teacher must explain his or her
absence in a sworn statement.

When nonsubsidized teachers apply for leave, the school’s legal rep-
resentative is in charge of requesting the necessary certificates. As with
subsidized teachers, this legal representative determines the merit of
the leave’s justification and files the appropriate documentation with the
school.

A private school can determine admission rules for its students,
which can be a responsibility of the school’s legal representative (as in the
province of Buenos Aires). Private schools can also choose a name for
their institution, with the only restriction being that the name cannot be
expressed in a foreign language, except for the names of world-renowned
historical figures. In contrast, names are imposed on most state schools.
The exception here is Buenos Aires, where the school community fre-
quently participates in determining a name, with the final decision made
by the General Committee of Education.

The state technical and administrative organizations in charge of
supervising private schools have an internal structure that frequently
resembles a sort of mini-ministry of education housed within the over-
all national Ministry of Education. Their regulations are different, in
many cases, from the regulations for state schools. In practice, the private
schools are governed by the decisions of committees and councils of pri-
vate school administrators.

Regulations within the private sector are not uniform. Nonsubsidized
private schools have more freedom with regard to minor educational poli-
cies. For example, they can change the timing of winter break and the end
of the academic year according to their needs. They can, with the school
owner’s permission, use the school building on different days and sched-
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ules than the regular school week. However, the establishment of these
institutions must be authorized by the Ministry of Education, as is the
case in Buenos Aires Province. In other cases, and regardless of whether
they receive state subsidies, private schools can be authorized by lower
level branch offices, such as the Office of Privately Managed Education;
this office has, for example, jurisdiction over the private Catholic schools
in Buenos Aires Province.

Teachers in private schools generally have the same responsibilities
as those in public; they also must adjust to the same difficulties. Further,
they have the same rights as those established for the staff of state schools,
as long as they are compatible with the nature of the private management
contract, obligations, and rights guaranteed in current labor legislation.

Job security is determined by the Teacher Statute: Teachers have the
right to job security as long as their conduct does not adversely affect
operations and teaching ethics, and as long as they maintain professional
efficiency and have the psychological and physical ability to do their job.
In case of dismissal for causes that are not covered by the statute, the laws
governing private employment must be followed.

It is important to note that schools with a 100 percent state subsidy
that do not charge any fee are in almost the same situation as state schools
because they do not have any way to pay for the best teachers nor dismiss
those who are not suitable. They do, however, have the flexibility to select
and hire their staff, which does make a big difference.

A professional career in the private sector is developed on the basis
of reputation. The only evaluation method in private education is the
so-called “performance book” The principal records any criticism he or
she may have after visiting a class, including outstanding performances
of teachers and observations about their personal and professional apti-
tudes. Some principals have emphasized the importance of this concept in
the labor market for private schools. A teacher with a good reputation can
aspire to jobs in other schools; a bad reputation makes it impossible to get
a position in a similar school.

Sometimes a teacher can join the administration of a school where
he or she has worked for a fairly long time. Access is not impossible, but
the owners and legal representatives generally select administrators in the
same way that they select the rest of the staff. In practice, some principals
have held the same post in several private institutions.
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In general, when a private school is closed, or courses or levels are
reduced, dismissals are made based on seniority, beginning with the last
teacher hired. Teachers are paid the appropriate severance, and the staft is
not redistributed or relocated to another shift or another similar school.

Private school teachers are not required to participate in the training
courses organized by the provincial ministries of education. Even though
private sector teachers do not need to accumulate scores for their profes-
sional career within the sector (as do their public school counterparts),
they do frequently participate in training activities that their school selects,
along with courses they take voluntarily because they consider them to be
important. In many cases, this training is provided at centers, universities,
or private institutes and requires a fee. The school does not always pay the
fee; in many cases, the individual teachers do.

Even though private schools receive information about courses offered
by the state sector, it is up to the individual teacher to decide whether
to attend. Private schools define and organize their own teacher training
and present seminars and courses aligned with those subjects the teachers
and managers consider relevant and appropriate. This is another kind of
organizational flexibility that private schools feature; they carry out these
activities based on the availability of financial resources.

The freedom afforded private schools with regard to their administra-
tion and pedagogy makes for both opportunities and limitations. But it is
not enough to look at the educational system from a strictly legal view-
point. Future research should determine how regulations are applied in
schools’ daily routines. This is important because it is one thing to observe
autonomous behaviors—that is, those not defined by a higher authority—
and another to find that the state allows such behaviors or promotes them.
A few decades ago, private schools that exhibited some sort of advantage
over their state peers would have been eliminated. It is a sign of chang-
ing times that if some of these options—such as the freedom to mold the
teaching staff—result in better quality, it is seen as good to spread these
practices throughout all schools.

These considerations make it appropriate to include on the agenda
an analysis of regulations’ design and implementation, since they should
define, or at least produce, cases in which decisions can be made by all
system stakeholders, especially if it appears that they could have a positive
impact on the quality of education.
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The Criteria

Interest in private education has its origin in proposals for market-based
reform of school resource allocation, such as the demand subsidy (e.g.,
vouchers). As in many other debates, what began as a general idea was
followed by a hotly debated argument in which the lack of empirical evi-
dence was stressed. As evidence has surfaced, each side has sought to
show outcomes that support completely opposite positions—sometimes
even based on the same data. Curiously, the more quantitative the studies,
the more ideological the argument (Morduchowicz 2000).

Levin (2000) argues that it is not possible to conclude whether a state-
or market-directed system is better, since such a judgment depends “on
the priorities or preferences of particular audiences for particular out-
comes.” To some extent, individual values, etc., influence preferences for
one system over the other. Levin suggests a scheme of analysis of the exist-
ing proposals and experiments to at least arrange and order the discus-
sion within a framework that has some factors in common. He posits a
scheme based on consideration of four factors: efficiency, equity, freedom
of choice, and social cohesion.

In this scheme, no criterion is more important than any other. This
immediately eliminates a source of disagreement in earlier studies, where
analysts focused attention or primacy on one or more criteria without
considering the concomitant effects on the rest. That approach could also
explain why the same quantitative evidence could be used to support dif-
fering conclusions (Levin 2000, McEwan 2000b). Educational policies or
reform proposals that favor one or more criteria over the others create
similar difficulties. For instance, the conflict between efliciency and equity
is typical. A policy based on the former factor can have a negative impact
on the latter, and vice versa. Similarly, the expansion of freedom of choice
could affect social cohesion, and vice versa (McEwan 2000b).

The only advisable course of action in attempting to compare the
advantages of one system of resource allocation over another, then, is seri-
ous thought based on empirical analysis of each of these four criteria.

Efficiency

Those who promote a market-driven system of resource allocation argue
that private schools or demand subsidy systems produce, or are more
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capable of producing, better results than their public peers. They hold that
the competition to win students and the incentives that such competition
promotes to obtain more resources (apart from the way it should or can
be measured) drive schools to improve the quality of their service supply.
Because this concept has been analyzed empirically over the past several
years, the resulting data can provide information about differences found
between private and state schools. Data exist, and are discussed here, about
repetition rates and results of standardized tests. Unfortunately, there are
no data available regarding cost effectiveness.

Repetition. In Argentina, there is a very large difference between repeti-
tion rates in state and private schools. However, interpretation and analy-
sis of these data must be handled carefully, for two reasons:

= Private schools, which have lower repetition rates, do not encour-

age children to stay if they cannot meet the academic standards
required for promotion. Public schools cannot do this, nor can
they forbid children’s enrollment.

= Parents usually transfer their children to another school when they

are dissatisfied with an institution’s cost effectiveness. This helps
explain the association found by McEwan (2000a) between atten-
dance at private schools and the low probability of repeating a
grade or year of study.

These differences are not as marked as other indicators of educational
performance, such as results on standardized tests (discussed below).
Apart from policy differences that may exist across provinces (such as
automatic promotion, remedial help, etc.), this shows that there is a dif-
ference between the internal evaluation criteria of schools, such as repeti-
tion, and external ones, such as the tests.

Thus, repetition rates, when viewed in isolation, give an incomplete
picture of schooling efficiency—and even more so when comparing the
public and private sectors. To evaluate schools on the basis of this indica-
tor would ignore the inefficiency of the private sector that is masked by the
data for the reasons mentioned above.

Nevertheless, repetition rate is an inevitable—even if unreliable—indi-
cator, and that is why it is discussed here. At the primary school level, the
percentage of repetition in private schools is just over 1 percent, compared
to 6.2 percent in the public sector. The highest rate of repetition occurs
in first grade and decreases at higher grades. At the secondary level, the
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repetition rate in private schools is 3.6 percent; it is 10.5 percent in pub-
lic schools. Again, rates are higher for the first two years in both sectors.
There are very marked differences in repetition rates across provinces.

Achievement Test Results. The results of standardized tests at the pri-
mary level are better in private schools than in state schools in every prov-
ince except Chubut; there, the results for public schools are slightly higher
than for the private sector.

Similarly, at the secondary level, the percentage of correct answers
in the private sector is higher than in the state sector in all provinces. In
comparisons across provinces, however, the gap between more and less
developed provinces is greater in private schools than in public. That is
to say, private schools do much worse in the poor provinces than do state
schools in the richer provinces. On the other hand, in more than half of
Argentina’s provinces, private school results fall below the best results of
public schools in the city of Buenos Aires. In short, then, lower achieve-
ment is not intrinsic to the public sector.

McEwan (2000a) found that subsidized Catholic schools have better
results than their state peers. He ascribes these results more to the charac-
teristics of this kind of school—such as objectives based on their religious
orientation—rather than to their status as private schools.

When Llach, Montoya, and Roldan (1999) compared the test results
of primary school students from different socioeconomic levels, they
found that the gap in achievement increases with rising socioeconomic
level in both public and private schools. The same holds true for increas-
ing levels of parental education. McEwan (2000a) confirms this situation
for nonsecular subsidized schools; overall test results are better, but so too
is the socioeconomic level of the students’ families.

In secondary schools, the differences persist in favor of students who
attend privately managed schools. However, in this case, the difference
between private and public sectors is similar at all socioeconomic levels.

Equity

The analysis of efficiency provides some information on equity: Those
who can choose and finance education on their own achieve better results
than those who attend free public schools, regardless of the explanations
that can be given in each case. Therefore, this discussion focuses on who
has access to one or another kind of education.
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Slightly over half of private enrollment is from among the first three
quintiles of income. However, this group spends only 15 percent of total
family expenditures on education, while students in the higher quintile,
who make up 26 percent of enrollment, spend 66 percent.

Thus, the largest share of enrollment in private sector education is
among families with higher per capita income. Half of the students in
families at this income level are enrolled in private non-university institu-
tions, while only 8.1 percent of the lowest quintile attend these schools.

At the primary level, private enrollment increases with level of per
capita household income, rising from 7.5 to 63.9 percent enrollment. For
every lower income student enrolled in a private institution, there are nine
students at a higher income level. In secondary schools, there is relatively
less deviation between the top and bottom quintiles, with a difference of
approximately 32 percent (table 2-4).

There appears to be

an a priori relationship

between level of educa-
tion achieved by par-
ents and expenditure

Private school enrollment by student
income quintile, 1996 (%)

Income quintile

on private education
for their children. Thus,
parents who did not fin-

Level | N m IV V Total
Primary 75 18.8 336 45.1 639 222

. . Secondary 10.2 154 27.8 35.6 58.8 25.2
ish the primary level or

Prepared by authors based on data
from the System of Information, Monitoring, and
Evaluation for Social Programs.

never attended school,
on average, spend less

than 1 percent of their

income to educate

their children in private institutions. This share is 4.5 times less than the
expenditure level of families whose parents have completed a university
education.

On the other hand, Narodowski and Nores (2000) support the empiri-
cal evidence found in Morduchowicz et al. (1999) by showing that (1) pri-
vate education is typically an urban phenomenon, and (2) public supply
is highly related to districts with high levels of unsatisfied basic needs. At
one extreme, these authors show, in districts with high buying power such
as San Isidro and Vicente Lopez in the province of Buenos Aires, almost
three out of four students attend private schools.
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This finding could explode some strongly held beliefs about educa-
tion in Argentina. The first refers to the notion that, historically, private
education may have sprung up in those areas (e.g., rural ones) where there
was little state presence. There has been information to corroborate this
for quite some time; Tedesco (1992) arrived at similar conclusions for all
the countries in the Latin American region. The second belief is related to
the idea that separate systems exist for the rich and poor in both public
and private schools, including parochial schools.

The foregoing should raise discussions about the ability of parents
who send their children to subsidized schools to pay for such schools.
It should also raise the question of the equity of the current distribution
of public resources among private schools—especially when taking into
consideration the evidence in the formulas to determine state assistance
to these schools.

Freedom of Choice

The debate about educational freedom took place in Argentina more than
100 years ago, when the differences between liberals and Catholics were
resolved in favor of the liberals. Later, after the regulatory changes of the
20th century, the provinces agreed to recognize the courses of study and
certificates that private schools give their students, as long as the programs
adopted and developed the minimum content of the state curriculum and
adhered to the general outline of education policy. Thus today, any discus-
sion of educational freedom is limited to the subject of open enrollment.

In Argentina, parents are able to choose between state or privately
managed schools. If the private schools are not free, they can make their
choice based on their means to pay for them. They can also choose among
state schools within the geographical limits set by the educational authori-
ties. But unrestricted free choice apart from the geographical aspect—that
is to say, open enrollment—is still not possible in some provinces.

Some local education analysts often raise the issue of equity to pre-
vent enrollment restrictions from being lifted where they are in effect,
even though the real problem is poor management of vacancies. In the
city of Buenos Aires, for instance, the school code states that 10 days after
enrollment opens, children from other districts can be admitted, provided
there are vacancies. Families living in other provinces that wish to enroll
their children in Buenos Aires schools only need to have a work address
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within the school district limits. Parents must provide a certificate that
proves their case.

In some schools, there is still resistance to this option. It is not gener-
ally known that the constitution and national and provincial laws guaran-
tee this right of open enrollment. However, parents’ right to choose their
children’s school presents important contradictions vis-a-vis the country’s
provincial laws. First, no legal restrictions affect the enrollment of some
students in private schools. Second, even though this right is established
in provincial education laws, which clearly reflect national and provincial
mandates, it is limited by other regulations, sometimes of a lower level.

The city of Buenos Aires is typical; here, schools are governed—at
least in practice—by municipal law. Students are required to enroll in a
school within a 10-block radius of their home. Each school must display a
map of its district. Priority for enrollment is given to students with a regis-
tered address in the city of Buenos Aires within the school district.

In the case of the province of Buenos Aires and in the city of Bue-
nos Aires, the vacancy distribution system is determined by the school’s
administration, which gives priority to a percentage of the school’s dis-
trict—that is, it is based on proximity to the school. At this level there is
no controversy about freedom of choice because of smaller supply and a
dispersion in modalities and orientation.

By law, parents must choose the state school to which they send their
children according to proximity to their home, even if they do not agree
with the school’s educational program. In practice, there are numerous
violations of this rule, because parents use various strategies to obtain
access to a specific school. For example, they might change their home
address to that of a relative or friend who lives closer to the desired school,
rent a residence within the school district, or enroll their child in two
schools at once. (Some primary schools give parents only one secondary
application form to prevent students from enrolling in two schools at the
same time; this is sometimes regulated by provincial codes.)

In addition, some schools ask for applicants’ school reports before
admitting them. This creates schools with preferential profiles, because
they have the “best” students. In most cases, this strategy is implemented
because it is supported by the principal, who is in charge of enrollment.

Thus, freedom of choice in state and private schools, as guaranteed
in the national constitution, is only available to those with the necessary
cultural and/or economic resources.
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Social Cohesion

Social cohesion is the only factor for which there is no empirical evidence
supported by research. Private schools can only be recognized officially
when they fulfill the basic requirements of curricula and educational pol-
icy set by the state. There is no evidence, or even perception, that private
schools address issues of a democratic society: curriculum, language, and
political socialization (information, attitudes, values, and participation).
The debate on educational freedom at the end of the 19th century has
ensured this commonality across public and private schools. Rather, the
risks to social cohesion posed by private schools arise from: (1) those who
have access to and receive private education in general and (2) the poten-
tial for providing an educational experience aligned to the interests and
needs of the population attending private schools. In that sense, the socio-
economic segregation attributed to the expansion of private schools dur-
ing the last decades could have a negative impact on social cohesion in the
future, increasing differences and widening gaps. This outcome is particu-
larly likely since regulations grant the private system pedagogic options
public schools are not allowed. Local education analysts have begun to
warn of the dangers of such division.

Deeper probing of this issue, while essential, might wrongly focus on
effect rather than cause. In a society that has for many decades been dem-
onstrating a growing and sustained tendency toward separation, looking
at cause-and-effect relationships, rather than interdependence and mutual
influence, could oversimplify the problem.

In this sense, what seems to be very illustrative is the surprise that was
caused by the news of the opening of 41 private establishments, in only
five years, in private neighborhoods with affluent populations in some
districts of Buenos Aires Province. This raised many warnings about the
possible and gradual loss of the socialization role schools are supposed to
provide. Not only do students attending these institutions belong to the
more privileged economic sectors, but they also develop a culture limited
to their own social group. With regard to the growth of private supply, the
question that remains regards the role of the state; to express it frankly:
Where was the state while these neighborhoods were expanding without
schools? If it is agreed that diversity in schools is a positive and desir-
able value in a democratic society, the issue is not just about quantity, but
also about the possible quality of the service to be provided to win back
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those socioeconomic groups that, for decades, have been leaving the pub-
lic schools.

As with most matters concerning the privatization of education,
when the behavior and evolution of the private sector are studied, what
is really being analyzed—and judged—is not the private schools or the
people who send their children to them, but the behavior, policies, and
role of the state.

Conclusions

After little more than half a century since its institutional birth, the state
subsidy system for private education seems to have proved quite effective
in terms of the growing participation of those establishments. However,
the subsidy system has added elements of inequity in cases where these
resources are used to increase financing for privileged groups—thereby
“de-financing” socioeconomically and culturally deprived groups.

The Argentine state’s subsidy to private education is fairly well estab-
lished and accepted. The debate about freedom in teaching was concluded
more than 100 years ago, and consistent financial assistance was institu-
tionalized more than 50 years ago. While very few would challenge the
subsidy or its continuation, the economic rationale under which it func-
tions and the fact that its formulas obstruct the objective of equity (and
sometimes of efficiency) in education deserve serious discussion, taking
into consideration the results of the analysis by Morduchowicz et al. (1999).
During the 1990s, the provincial governments did initiate studies aimed
at correcting the mechanisms of resource allocation and establishing a
strong technical basis on which to administer resources clearly and objec-
tively. Even though these studies unmistakably identified the conditions
that need to be changed, they have failed to provide new alternatives.

Far from taking advantage of local service supply, in terms of less
bureaucracy and local control of resource use and allocation, federalized
education has not made up for the equity and efliciency limitations that
have marked the evolution of education under national control; this is
true of the public, as well as the private, sector.

The growth in private sector enrollments during the last half-cen-
tury could be viewed as evidence of the effectiveness of a quasi-market
approach to education, as the sector has attracted a population that used
to attend, or would have attended, state schools. However, market mech-
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anisms have not resulted in reactions from state schools regarding the
exodus of their students. As Hirschman (1970) pointed out, conventional
economic theory explains the reasons why companies and other organiza-
tions deteriorate, but it cannot explain or find ways to restore them.

On the other hand, the question remains as to whether the difference
between private and public schools (regardless of how this difference is
measured) reflects everything the educational quasi-market of Argentina
is capable of providing. It is clear that the promotion of the private edu-
cation sector in Argentina, by means of deregulation and financial assis-
tance, is not at all linked to the international debate about the contribu-
tion to educational quality through market-based resource allocation in
education.

The impact of Argentina’s public-private educational structure and
relationships on the four criteria examined here is an issue to be debated
in the future. Presently, the system does not permit equal access to these
schools and provides freedom of choice only to those with access to the
information and means (especially financial) to choose the school they
prefer. Thus, the system could have a negative impact on social cohesion
and would only be efficient (as measured by achievement tests) for those
who can benefit from attending state-subsidized schools.

At this point, it can only be concluded that neither extreme public
centralization nor a completely free-market approach seems to offer the
answers needed to improve efficiency and quality. And, given the general
dissatisfaction with the country’s educational quality, it could be asked
whether the current method of providing education in Argentina has
resulted in a model that combines the flaws of the free-market approach
and state provision of education with few of their benefits. The hyper-reg-
ulation embodied in school codes, the imbalances between the two sec-
tors, and the ineffective control of these imbalances might be symptomatic
of a deeper problem—{flaws in the regulations themselves. The regulations
currently contribute to this unfortunate situation; under different circum-
stances, however, they could promote the advantages and ease the disad-
vantages of both market-based and strictly public methods.
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CHAPTER3

PRIVATE SCHOOLS WITH
PUBLIC FINANCING IN CHILE

Claudia Peirano and Jaime Vargas*

At the beginning of the 1980s, Chile began implementing structural
reforms in its education system. These were designed to ensure a greater
role for the private sector, to expand families’ options, and to introduce
competition into the system. The most significant changes were the trans-
fer of the administration of state educational establishments to the munic-
ipalities and a shift in the way subsidies were allocated to schools. A sub-
sidy was set for each enrolled student; this subsidy was matched for those
municipal (or state, until 1980) and private schools that did not charge
fees.!

These changes sought to make the system more efficient. The aims
were to bring educational decisionmaking closer to the administrative-
territorial level at which education was provided (municipalization) and
to encourage schools to compete for students, since financing was tied to
pupil recruitment. But the Ministry of Education retained control of cur-
ricular design, the criteria for assessing students and moving them to the
next grade, and other aspects of teaching. Thus, the 1980 reform essentially
affected the education system’s financing and management mechanisms.

One of the most far-reaching outcomes of this reform was the mass
transfer of students from municipal schools to subsidized private schools.
In 10 years, the proportion of pupils educated by the subsidized private

*Jaime Vargas and Claudia Peirano are economists specializing in education. The
former is a specialist at the Inter-American Development Bank in Washington, D.C,,
and the latter works in the Industrial Engineering Department of the University of
Chile. The authors are responsible for the views expressed in this chapter, which do not

necessarily reflect the positions of the institutions for which they work.

'There were subsidized private schools before 1980, but the subsidy amount aver-
aged about 50 percent of that received by state schools and was not based on the num-
ber of pupils attending the school.

67



68  Private Education and Public Policy in Latin America

sector rose from 15 to 33 percent. This expansion of coverage by subsi-
dized private education came at the cost of a corresponding decline in the
coverage of municipal education.

The transfer of state establishments to the municipalities had sub-
stantial momentum when the reform began: 87 percent of schools were
transferred between 1980 and 1981, and the remaining 23 percent were
transferred between 1986 and 1989. The process was halted between 1982
and 1985 because of a decline in the real value of the subsidy as a result of
the 1982 financial crisis.

With the return to democratic government at the start of the 1990s,
much of the financing system reform carried out since the late 1980s was
retained, albeit with some change in emphasis and priorities. Stress was
placed on recovering and increasing the resources allocated to the social
sectors in general—and to the education sector in particular, which gave
rise to the creation and implementation of programs to improve educa-
tional quality and equity. Additionally, the government promulgated the
Teaching Statute, which set teachers’ wages and contractual conditions.

This chapter describes the main features of the Chilean education sys-
tem at the primary and secondary levels; analyzes the current mechanism
of public-private financing; and assesses the impact of that mechanism on
educational quality, equity, and efficiency. The chapter also examines rela-
tions between the source of financing (the state) and those entities that
provide education (subsidized private and municipal schools). Finally, the
chapter draws conclusions, makes some policy recommendations, and
suggests topics for future research.

Key Characteristics of Chile’s
Education Sector

Primary and secondary education in Chile is provided by a mixed system
in which the public and private sectors participate in both service provi-
sion and financing. Primary school coverage is universal, and secondary
education coverage is nearly universal.

Publicly financed education is decentralized and is provided by pri-
vate and municipal suppliers. There are also private suppliers that do not
receive public financing; a third supplier category comprises schools that

“The value of the subsidy did not recover until 1995.
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are state run but managed by business corporations.’ These last are not
examined in detail here because they account for no more than 2 per-
cent of the pupils in the system. The Ministry of Education supervises
and coordinates the public and private sectors and prepares general poli-
cies on content and quality. Chilean schools can be classified by source of
financing and management as shown in figure 3-1.

Classification of Chilean schools

EDUCATIONAL ESTABLISHMENTS

Financed by State Financed by Private Sector
I ' 1 [
Municipal Ownership Private Ownership Private Ownership
Municipal Administration Private Administration Private Administration
——— ———

Municioal Nonprofit For-Profit
Municipality || - ”"'C'tPa Institutions & || Institutions &

orporation Corporations Associations

Prepared by authors.

The country’s total enrollment is distributed as follows: 55 percent in
municipal schools, 34 percent in subsidized private schools, 9 percent in
fee-paying private schools, and 2 percent in corporations.

Subsidized education financed with state resources accounts for about
90 percent of the country’s schools and enrollment. Subsidized schools are
divided into municipal institutions and those that are privately owned and
run. Privately run institutions enroll 40 percent of the students attending
state-financed schools, and municipal establishments serve the remaining
60 percent.

Subsidized municipal schools may be run directly by the municipality
or by a municipal corporation. Their legal representatives are, respectively,
the mayor and chair of the corporation. Subsidized private schools are run
by institutions, corporations, or companies, which include both for-profit
and nonprofit organizations.

3The corporations receive state support unrelated to the per capita education subsidy.
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In Chile, legal provision has been made for state subsidies to for-profit
institutions since the late 1960s. No government has proposed changing
this situation, although from time to time the teachers’ union questions
the ethics of a situation in which private establishments profit from the
public financing of educational management.

Financing of Education

The state finances schools through a subsidy for each pupil attending
classes. The mechanism is similar to a demand subsidy system, although
the resources are transferred directly to the institution’s administrator—
that is, the funds follow demand. Subsidy payments are calculated accord-
ing to average attendance during the last three months of classes.

The state subsidy per pupil is determined by level of education and
is based on the Educational Subsidy Unit (USE) in accordance with esti-
mates made by the Ministry of Education of the average cost of education.
In 2000, the value of the USE was $21. Table 3-1 presents information on
subsidies by educational level for the year 2000.

Until 1992, the subsidy was the only formal source of income for
state-financed schools. Legal changes were made beginning in 1993 that
allowed and encouraged private resources for subsidized schools via two
mechanisms: shared financing and tax benefits for business donations for
educational purposes (Law 19.247 of 1993).

Monthly subsidy per pupil, by educational level, 2000

Extended school day

Regular subsidy subsidy
Level USE factor $ USE factor $
Preschool 1.45 30.27
Primary (grades 1-6) 1.45 30.33 1.99 41.56
Primary (grades 7 & 8) 1.58 32.95 1.99 41.56
General secondary 1.76 36.81 2.38 49.75
I:EZ:'CIC::; vocational 216 45.10 2.71 56.52

Dollar figures are average value for June 2000. USE value = $20.88.

Ministry of Education of Chile (2000).
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Shared financing allows schools to charge parents a monthly fee for
the education of their children over and above the state subsidy; this fee
is determined by a stan-

dard table of fee levels.
The school can keep Monthly subsidy reductions due to

a fixed percentage of shared financing, 2000

the parents’ contribu- Discount on
tion. After that point, Private/pupil resources state/pupil
the school’s subsidy (shared financing) subsidy
decreases in proportion USE $ %
with the fee charged, 0-0.5 0-10 0
with a ceiling of 4 USE 05-1 10-21 10
($84) on parental fees. 1-2 21-42 20
Therefore, those schools 2-4 42 -84 35

serving the poorer sec- Dollar figures are average value for June
tors do not benefit, in 2000. USE value = $20.88.

terms of income, from
parental fees (table 3-2).

Privately subsidized

Ministry of Education of Chile (2000).

schools can freely join the system of shared financing at all levels of educa-
tion. In contrast, municipal schools cannot participate in shared financing
at the preschool or primary levels, and can only do so at the secondary
level if all the parents and guardians agree.

In 1998, the average monthly payment received through shared
financing was about $12. Some 72 percent of the enrollment in subsidized
private establishments had joined the system at that time. In the munici-
pal sector, just 4.6 percent of the enrollment had shared financing. The
average monthly parental contribution in subsidized private schools with
shared financing was equivalent to 35 percent of the subsidy for academic
secondary schools. In municipal schools, on the other hand, the parental
contribution averaged about 8 percent of the subsidy for secondary school
education in that category in the same year.

A system of payment exemptions or scholarships was established in
1997 (under Law 19.532) to help those students unable to pay the shared
financing. This system is administered through a scholarship fund in each
school, financed with government contributions (by giving the supplier
a share of the amount discounted from the subsidy) and contributions
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from the supplier through shared financing. Parents and guardians must
be informed of the maximum level of payment readjustment for a three-
year period.
The law on educational donations offers tax benefits to firms that
make contributions to finance projects designed to improve the quality
of education in subsidized schools. The Ministry of Education has no
official information on this initiative, but anecdotal information indi-
cates that most business contributions have been to private, nonprofit,
subsidized schools in urban areas. This seems to be due to the greater
contact that private, nonprofit suppliers have with the firms and their
greater ability to secure those resources via a somewhat complicated
process.
The municipal schools receive other state resources through two main
channels:
= Municipalities regularly provide additional resources to finance
the operational costs of the schools under their jurisdiction. In
most cases, the municipalities finance operational deficits using
resources that have been otherwise allocated in the local budget.
Only in the wealthier municipalities does a budget surplus allow
for additional resources to be added to the state subsidy for schools.
In 1998, such transfers totaled $115 million.

= Municipal schools can access public investment monies through
the National Regional Development Fund. These funds are not
available to private subsidized schools. In 1998, the state provided
$26 million to municipal schools in this way.

Since 1990, the Ministry of Education has implemented several proj-
ects to improve quality and equity. These initiatives have transferred goods
and services to the country’s neediest schools, regardless of their admin-
istrative jurisdiction. In 1990, the government implemented Program P-
900, designed to support the poorest 10 percent of Chile’s schools. The
World Bank-financed Program to Improve Education Quality and Equity
began two years later. Finally, the Extended School Day Program (JEC)
began in 1997 (box 3-1).

The majority of public spending on education (93 percent) is chan-
neled and invested through the Ministry of Education. The rest is pro-
vided by the municipalities through voluntary contributions or funds
used to cover operational deficits and investment channeled through the
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Chile’s Extended School Day Program

The JEC initiative seeks to give pupils greater exposure to schooling by
extending the length of the school day in subsidized establishments. The
schedule includes periods of work and rest. In 1997, Law 19.532 established
a minimum 38-hour school week for third through eighth graders and a 42-
hour week for secondary students (grades 9 to 12).

The system was to be introduced gradually until 2002, when 100 percent of
schools were to be included. The program is a fundamental part of Chile’s
educational reform and represents a significant resource commitment for the
country, since it involves the expansion of existing schools and the building of
new establishments to eliminate the coverage gaps created by moving from

a double-shift system to a full-day system. The Ministry of Education accord-
ingly established the Supplementary Contribution for Additional Capital Cost
Program in 1997, through which all schools could request resources for infra-
structure financing.

Interior Ministry. The school subsidy accounts for about 81 percent of
the public resources provided; another 11 percent of total public sup-
port is provided in the form of schoolbooks and through special support
programs.

The subsidy pay-
include

ments unre-
Distribution of total subsidy spending,

by type of school, 1997 (%)

stricted resources that
can be used to run the

school, as well as funds

Subsidized school

allocated by law to pay type

the salaries of teaching Allocation Municipal Private
and nonteaching staff. General support 86 91
Table 3-3 shows the Additional resources 5 1
composition of subsidy Special subsidies 9 8

payments in 1997.
In the case of sub-
sidized private schools,

Ministry of Education of Chile (2000).

an average of 9 percent of financing (additional resources and special sub-

sidies) went for wage allowances in 1997.
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All subsidized schools—both municipal and private—are required
to pay the minimum salaries negotiated by the teachers’ union and the
Ministry of Education.* Consequently, between 70 and 80 percent of each
school’s subsidy income is devoted to wages. Thus, a subsidized school has
a fairly narrow margin available for financing infrastructure, furnishings
and equipment, and development programs. Table 3-4 summarizes the
financial circumstances of Chile’s two kinds of subsidized schools.

Financial resources by type of school

Subsidized school type
Resource Municipal Private

Subsidy per pupil by Subsidy per pupil by

State subsid . ’
Y education level education level

Only in secondary

school education with  Can operate at all levels
the agreement of the of education
parents/guardians

Shared financing

To cover deficits and/or
No

Municipal contributions .
P voluntary contributions

Regular public Infrastructure No

investment investment and repair

Infrastructure resources Participate in Participate in
(Extended School Day)  competitions for funds  competitions for funds
Targeted Ministry of Can be in the target Can be in the target
Education projects group group

Only schools run by
nonprofit institutions
can receive them

Private donations with  All schools can receive
tax benefits them

Prepared by authors.

Quality, Equity, and Efficiency in
Subsidized Schools

There are three key considerations in analyzing subsidized schools’ con-
tribution to education: (1) the quality of the educational experience they

*Only the minimum wage for teachers applies for subsidized private schools; they
are not required to cover the entire pay scale or special conditions embodied in the
teachers’ contracts.
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offer; (2) the degree to which they provide equitable access; and (3) their
efficiency, as measured by educational outcomes.

Quality

The quality of education in Chile is assessed mainly through the System
for Measuring the Quality of Education (SIMCE) test, which has been
conducted since 1988. The system assesses the extent to which academic
targets are met in Spanish, mathematics, history, and the natural sciences.
The test is given in all schools in the country to fourth and eighth graders,
alternating by year (table 3-5). In 1993 and 1994, it was also given in the
second year of secondary education in a sample of schools.

SIMCE assessment results, by school type, percentage of
questions answered correctly

Subject/ 4th grade 8th grade
schooltype 1988 1990 1992 1994 1989 1991 1993 1995
Spanish

Municipal 5020 5720 64.00 6344 5299 51.80 5512 5585
subsidized oo 5y 5440 7070 6993 5885 5699 61.11 61.11
private

Private 79.00 8000 86.80 8369 7673 7261 7680 74.63

Mathematics
Municipal 4830 56.20 63.70 65.41 5154 4848 52.88 54.28

subsidized o) 26 6350 6960 7139 5619 5247 57.63 59.94
private
Private 7330 80.10 8530 8644 7603 72.10 7473 77.51

Data from Ministry of Education of Chile, 1995.

Analysis at the aggregate level shows that those private schools that
receive no public financing have better results than the subsidized private
and municipal schools. The subsidized private schools, in turn, perform
better than the municipal schools. In view of the socioeconomic differ-
ences among pupils attending the three different kinds of schools, there
has been sharp controversy over the extent to which this finding is valid;
this has been the subject of several studies.
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In this context, it is important to note that the performance of munici-
pal schools has improved since 1988, especially in the fourth grade, which
might point to the positive impact of some special programs implemented
in recent years to enhance the quality and equity of the schools that lag
farthest behind.

The Ministry of Education employs a range of indicators to measure
quality, including timely progression as well as completion. Timely com-
pletion indicates the percentage of pupils who complete the school cycle
without repeating any grades. Total completion indicates the percentage
of pupils who finish the cycle having repeated a grade no more than three
times. The statistical system also estimates the percentage of pupils in each
school cycle, the average number of years that students take to finish each
cycle, and the higher cost incurred by schools in educating pupils who
do not advance on schedule. Table 3-6 shows that for these measures, the
1996 pupil cohorts at private schools did best because of lower repeti-
tion rates; also, their incremental costs are much lower. Subsidized private

Efficiency indicators by school type, 1996
Increased
Average cost for
Timely Total Repetition no. of delayed
School type/ completion completion rate years for graduation
level (%) (%) (%) completion (%)
Municipal
Primary 41.23 73.66 79.83 9.93 2411
Secondary 35.06 57.00 63.95 5.91 47.63
Subsidized
private
Primary 47.96 75.80 82.15 9.59 19.86
Secondary 55.20 77.26 82.75 491 22.63
Private
Primary 68.94 84.57 91.64 8.83 10.36
Secondary 76.57 89.22 91.72 4.37 9.37
Secondary school data are for general secondary schools only.
Ministry of Education of Chile, 1996.
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schools showed better relative results than municipal schools, especially
when comparing the performance of secondary school pupils.

Looking at another quality indicator, pupils’ average attendance
records show that, in 1995, those in municipal schools were present for an
average of 90.98 percent of school days, while those in subsidized private
schools were present for 93.49 percent. Comparable records are not avail-
able for nonsubsidized private schools.

Overall, subsidized private schools have better quality indices than
municipal schools. Their stronger results, however, could reflect the socio-
economic mix of pupils who attend subsidized private schools. According
to the 1990 National Socioeconomic Characteristics Survey, 69.5 percent
of pupils in municipal schools, but only 48.4 percent of those in subsi-
dized private schools, belonged to the lowest two income quintiles. Table
3-7 shows the socioeconomic composition of school enrollment by school

type.

Enrollment by school type, level, and income quintile, 1996 (%)
Income quintile
Level/school type | 1l 1] vV \" Total
Primary 100.0 100.0 100.0 100.0 100.0 100.0
Municipal 753 65.7 56.7 394 19.5 58.3
Subsidized private 24.0 323 39.9 49.7 30.6 333
Nonsubsidized private 0.7 2.0 34 10.9 50.0 8.4
Liberal arts 100.0 100.0 100.0 100.0 100.0 100.0
Municipal 79.9 66.8 60.6 47.1 18.8 54.9
Subsidized private 18.9 27.8 324 37.2 31.8 29.9
Nonsubsidized private 1.1 53 7.0 15.7 494 15.2
Vocational 100.0 100.0 100.0 100.0 100.0 100.0
Municipal 51.0 51.3 443 451 304 46.9
Subsidized private 323 33.2 35.7 404 61.3 36.9
Nonsubsidized private 0.0 0.0 0.2 0.3 0.0 0.1
Corporate 16.7 15.5 19.8 14.2 83 16.0
Quintile income data exclude domestic servants and their families.
MIDEPLAN (1997).
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Two factors may account for the positive correlation between subsi-
dized private schools and pupils from more affluent socioeconomic back-
grounds: parental self-selection and selection by the schools. In a system
where parents are free to choose where to send their children, the cor-
respondence between pupils from wealthier socioeconomic backgrounds
and those schools that are considered better can give rise to the self-selec-
tion of parents with the greatest interest in their children’s education.’
Those parents play an important role in how children develop in school.
The more interested parents use all available information to identify the
school they deem best for their children. This self-selection process springs
directly from the structure of the subsidy system.

Once parents have chosen the school they want their children to
attend, schools in their turn can, if there is excessive demand, exercise
various levels of choice. Selection of the best pupils arises from an inter-
est in recruiting the best “co-producers” in the supply of educational ser-
vices (Rounds 1994). The schools that seek the best results will tend to
choose the most capable pupils and those from the “best” socioeconomic
backgrounds. The schools understand that pupils with greater learning
difficulties, and/or those from families with scant resources, entail higher
direct costs, distract teachers, and lower the learning standards of their
fellow students. Schools that give priority to parents’ commitment to edu-
cation are motivated to choose those families that identify most closely
with the values and principles the school aims to foster. Student selec-
tion is a practice formally rooted in the country’s nonsubsidized private
schools and seems to have spread as well to those subsidized private and
municipal schools for which there is excess demand.

Several studies have shown that subsidized private schools’ better per-
formance is robust when controlled for students’ socioeconomic status.
Rodriguez (1988) found significant differences in the results on a 1984
assessment that corresponded to the mix of pupils. Winkler and Rounds
(1993) found that subsidized private schools’ results are significantly better
than those of municipal establishments when controlling for parents’ level
of education. They also showed that the subsidized private sector is more
efficient, since it incurs lower costs for the same level of results. The econo-
metric report by Aedo and Larrafiaga (1994) showed similar results.

*In Chile, as elsewhere, private schools traditionally have been considered better
than public schools.
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However, other research, such as that by Carnoy and McEwan (1998)
and Mizala and Romaguera (1998), shows that such differences are not
significant when controlling for a series of socioeconomic variables for
primary school pupils. Nonetheless, they show that the subsidized pri-
vate schools’ qualitative superiority over municipal schools is statistically
significant if pupils from rural areas are excluded from the sample. The
various conclusions these studies reach are influenced by the samples used
and the variables considered in the different analyses.

In addition to these academic findings, two considerations must be
taken into account:

= If there are no outcome differences, private schools’ management

remains more efficient if it attains the same results with fewer
resources expended.

= Even if the results of both kinds of schools are similar, the families’

option to choose a school must be viewed in terms of its benefit to
them.

To date, families have shown a marked preference for subsidized pri-
vate schools over municipal schools. In 18 years, the municipal sector’s
enrollment has fallen by 22 percentage points, and most of this decline
has been captured by the subsidized private sector. Enrollment in subsi-
dized private schools grew most between 1981 and 1986, at the start of
the decentralization process. In the following decade, the sector’s share of
enrollment rose slowly.

The competitive arrangements that have given parents the power of
choice have been particularly effective in urban areas, where many of the
country’s pupils are concentrated. In urban centers, there is a diverse sup-
ply of schools, with relatively easy and cheap transport systems. In rural
areas, by contrast, municipal schools tend to have a monopoly, since the
low density of pupils has deterred the establishment of subsidized private
schools. Figure 3-2 shows the percentage share of subsidized private edu-
cation’s coverage since the start of the reform.

The preference for subsidized private schools is consistent with the
results of a 1993 survey (Arancibia 1994), in which a representative sam-
ple of parents said that if there were no economic constraints on school
choice, they would select a nonsubsidized private school first, a subsi-
dized private school second, and a municipal school third. The same sur-
vey showed that parents regard subsidized private schools as better than
municipal establishments in all of the measured dimensions.



80 Private Education and Public Policy in Latin America

Subsidized enrollment as a percentage of total, 1981-98
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Data do not include pupils enrolled in corporate-run schools; these schools
accounted for 2 percent of students in 1998.

Ministry of Education of Chile (1998).

Equity

Equality of opportunity can be assessed in several ways, such as in terms
of student location, socioeconomic status, and ability.

Decentralization. It is important to estimate the extent of equity in the
allocation of state support at the least centralized level—i.e., the municipal
level. According to estimates by Larrafiaga (1995), the contribution per
student in municipal education for those municipalities with more than
10,000 inhabitants is similar for all income levels. The exceptions to this
pattern are the richer municipalities of the metropolitan region, which
are able to make voluntary contributions to their schools to complement
the subsidy income. In Latin America, it is rare for the regional distribu-
tion of resources to be equitable. Moreover, in the cities, pupils have the
opportunity to transfer to schools in municipalities with a higher income
level than their home districts.

Students’ Socioeconomic Status. The school subsidy does not vary by
socioeconomic level even when the beneficiaries of state-financed edu-
cation are distributed among all the quintiles of family income. In this
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regard, Chile’s educational system is regressive, since it does not compen-
sate for families’ purchasing power.

The shared financing system addresses part of this problem by lower-
ing the state subsidy by a percentage in line with parents’ ability to pay.
However, if the state does not target the resources thus made available for
the poorest students, the system becomes even more regressive. There is
also a small private contribution made by the school association, consist-
ing, among other things, of school supplies.

Students’ Ability. 1t is possible to assess system equity by looking at the
distribution of resources according to pupil ability. Chile’s educational
financing system provides for an above-average subsidy for pupils with
disabilities who take part in special programs, because of the higher costs
of such education.

The wide range of learning and behavioral difficulties among the stu-
dent population puts financial strains on the system, not only in terms of
direct costs required for accommodation, but also in terms of effects on
the rest of the student body and the need for more expensive professional
attention than is required for a “normal” pupil. These costs are not taken
into account in determining the subsidy. Thus, the system discriminates
against less able pupils, and it is to be expected that (in fostering efficient
management to minimize costs and maximize performance) children
with learning and behavioral problems are not selected by those schools
that are able to choose and that they are consequently relegated to poorly
performing schools.

“More capable” students are those with a certain level of ability who
come from homes whose socioeconomic characteristics have a posi-
tive effect on the students’ educational development (e.g., parents with
advanced levels of schooling or a small family size). Children entering
preschool, or those in the first years of primary education, can take exami-
nations that test their emotional and psychomotor maturity; these serve
as indicators of future educational development. Such tests are commonly
given to those seeking to enter private schools, but are not widely used in
subsidized schools. When pupils seek admission to a new school in the
final years of primary or during secondary school, their grades from pre-
vious years are a record of their performance.

As mentioned earlier, subsidies do not distinguish between the vari-
ous providers operating the schools. Over time, however, municipal
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schools have received additional working capital and investment to which
the subsidized private schools lack access.

The experience to date suggests that the Chilean subsidy system is
equitable in territorial terms, and that, in recent years, it has tended to
become more equitable with regard to municipal and subsidized private
schools. Nonetheless, the system does not take into account socioeco-
nomic differences among pupils nor differences in their learning abilities
and skills.

Efficiency

Efficiency can be assessed by examining the relationship between schools’
academic results and their investment per pupil. To that end, it is useful to
compare the “average” subsidized school, be it municipal or private, with
the “average” nonsubsidized private school (figure 3-3). The figure shows
that private schools invest four times more per pupil and secure results
that are 26 percent better than their subsidized counterparts. However,
this finding does not take into consideration the fact that private schools
enroll students from the country’s highest socioeconomic level. Thus, the
investment needed to bring about a significant improvement in educa-

Cost per student and fourth grade mathematics scores in
private schools

Expenditures per student (pesos) Test scores
1,000,000 100
| s\N\CE““}‘%;as%gre _—
800,000 y 80
600,000 {---r-s-rmsmmmmemnnnnnn s A L 60
PT010X0(o 0 Jp A —— | 40
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200,000 schools = 20
Subsidized
0 schools 0

In 1995, $1 = 407 pesos.

Data from Ministry of Education of Chile, 1995; Association of Private
Schools, 1994.
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tional attainment rises at increasingly high rates. A comparison of the
different levels of percentage achievement measured by the SIMCE test
should therefore take into account the fact that each additional percent-
age point requires a more than proportional effort in terms of resources
and/or effective school management.

Because a schools efficiency will depend on the results it attains rela-
tive to the costs it incurs to attain these results, subsidized municipal and
private schools can be compared on this basis. Such a comparison shows
that the subsidized private schools are more efficient than their municipal
counterparts, since their results are better than, or similar to, those for
the municipal schools, but they expend fewer resources to obtain these
results.

Principal-Agent Analysis

The private management of publicly financed schools can be analyzed in
a context within which a principal (the Ministry of Education) pursues
certain goals that are to be met through the actions of an agent (the sub-
sidized schools). This relationship can be examined in terms of (1) the
consistency of goals between the principal and the agent and (2) the ways
the principal can monitor the alignment of goals and actions.

Principal-Agent Goals

Goals of the Ministry of Education. The ministry’s chief objective is to
improve the quality and equity of education. Additionally, it seeks to com-
ply with the administrative and legal norms governing the subsidy system.
These cover, among other things, regulations on infrastructure, minimum
number of teachers, subsidy rules, and shared financing regulations. To
meet its goals of quality and equity, the ministry requires that institu-
tions follow its basic objectives and minimum contents of education and
establishes updated curricular frameworks for each level of education.
The ministry supports subsidized schools with specific programs, some of
which are offered in all schools while others target disadvantaged ones.

Goals of the Agents. A stated aim of almost all subsidized private schools
is to improve the quality of education. At least in theory, however, this goal
might be inconsistent with the incentives schemes used by the schools.
Further, there are several points of possible incongruence with ministry
objectives:
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= Viewing income as a given, the agent might have an incentive to
reduce costs and thus provide pupils with a poorer service.

= The agent might have an incentive to select a higher proportion
of good students who require less costly service to attain the same
level of results.

= Ifthe agent considers the possibility of securing additional financing
from the parents, it might have an incentive to alter the composition
of the student body by choosing families that are more able to pay.

Ensuring Alignment of Goals

At least in theory, the current system offers a very direct solution to the
problem of aligning the goals of the Ministry of Education and those of
subsidized private schools. Since money follows demand, and since there
is more demand for higher quality schools, all schools have a strong incen-
tive to enhance quality to prevent the loss of pupils and income.

One way to strengthen this effect is for the regulator to provide infor-
mation on school performance so parents can make informed decisions.
For several years, all school results have been published in the press. Thisis a
significant step forward, but three problems persist: (1) it is not clear that all
parents receive the information, (2) the information presented does not take
into account differences among pupils that are not the responsibility of the
school and that plainly influence student performance, and (3) it is not clear
that parents use the results to decide on the best option for their children.

Another issue is the selection and self-selection of pupils in certain
schools. Those schools facing excess demand have an incentive to select
the pupils who will enroll, either by choosing those who are cheapest to
educate and/or those from higher income families or families that take the
greatest interest in their children’s education. The only measure that seems
geared to counter this effect is the National Performance Assessment Sys-
tem, which provides a special subsidy to 25 percent of the schools with the
best results as a reward for their work. These best schools are determined
by assigning an additional score to those that do not discriminate and
accept any kind of pupil.

As for the potential negative effect of shared financing on the system’s
equity, at present this can be countered to the extent that the resources
saved by the state are invested in the poorest pupils and/or schools. Thus
far, this has been the Ministry of Education’s stated objective.
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The literature proposes another way to overcome the problems of
agency: reorganize the system so that the principal takes direct action,
dispensing with the agent as previously defined. However, to eliminate
the private supplier and return the provision of educational services to
the state would reverse a decades-old decentralization process, lose the
gains brought about by diversified offerings, and increase the Ministry of
Education’s operating costs.

Although the contract between principal and agent seems clear
enough in Chile, some of the constraints discussed here suggest a need
for adjustments that will ensure greater harmony between the Ministry of
Education’s goal of improving quality and equity, on the one hand, and the
subsidized private schools’ activities on the other.

Certain actions might constitute tacit threats to the contract under
which the ministry and subsidized private schools currently operate. These
include changing the rules that entail higher costs for the agent, lowering
the subsidy contributions, and any change that alters the conditions under
which the supplier enters and invests in the system. Such actions might be
only remote possibilities, but some key groups see subsidized private schools
as involving more costs than benefits, and question their existence.

The Principal-Agent Problem and Municipal Schools

The current scheme for financing subsidized schools in Chile plainly
encourages competition among schools as a way to raise educational qual-
ity. Municipal schools, however, face incentives schemes and legal frame-
works that run counter to this goal.

First, the administrator (the mayor or other designated official) has
no financial incentive linked to school performance. Generally speak-
ing, municipal schools are run under a centralized administration, which
alters the link between the attendance subsidy and each school’s individ-
ual results. This also neutralizes the incentive for principals and teachers
in the most efficient schools, because of the resource subsidy accorded to
the most inefficient schools. At the same time, no individual assumes the
costs of poor management.

The additional municipal contributions tend to distort the incentives
for administrators and principals even further by financing operational
deficits. The recurrent financing of operational losses undermines finan-
cial discipline and lessens incentives for efficient management.
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Nonetheless, it should be noted that the municipal sector is subject to
both the country’s general labor legislation and the labor restrictions of the
Teaching Statute, which is continually being modified. According to Mar-
telli and Ruiz (cited in Larranaga 1995), the pupil-teacher ratio in munici-
pal schools fell from 26.2 in 1980 to 20.7 in 1993. Analysis of the teachers
hired and enrollment in 1998 shows that the pupil-teacher ratio in munici-
pal schools is significantly below that of subsidized private schools. Includ-
ing data on people who work as teachers in the classroom, technical-peda-
gogic teachers, principals, and others, the pupil-teacher ratio in municipal
schools was 23.4, compared to 36.4 in subsidized private schools.

There are also asymmetries of risk and scheduling in the operation
of municipal versus subsidized private schools. Municipal administrators
are appointed for a period linked to the mayor’s term in office. Private
administrators, on the other hand, have a planning horizon that lasts at
least as long as the period during which they have to finance the school
infrastructure—i.e., about 25 years or more, equivalent to the average
bank mortgage.

Municipal administrators do not usually incur any personal loss for
poor management; rather, the financing of municipal deficits helps lessen
the effort needed for proper financial development. For administrators in
subsidized private schools, by contrast, repeated poor management can
bankrupt the institution, entailing the loss of a significant investment.

In the municipality of Las Condes, municipal schools were transferred
on concession to the teachers, who have become the schools’ administra-
tors. The mechanism used was a contract for the administration and not
the school property, which allows the municipality to retain control over
local education without having to participate directly in its administra-
tion. This is a very interesting concept, but it has not been fully emulated
in other municipalities; only two have tried it. In general, teachers resist
the possible effects on their job security.

Conclusions
Public Financing and Private Service Provision

Diversified public education with public and private suppliers competing
for pupils and resources is a well-entrenched policy in Chile, and there is
no sign of any structural change to come. In light of the persistent ques-
tions raised about this model among some sectors, educational authorities
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maintain that the issues raised are part of the normal debate on education
in any society, and they stress that the model will not be changed. Nev-
ertheless, it should be emphasized that several measures have been taken
that alter some of the model’s core aspects and—to some extent—erode
its underlying principles. Examples of these measures include the dis-
tribution of resources to implement some programs separately from the
per pupil subsidy; the government’s coverage of the financial deficits that
some municipalities carry in their education budgets; and the rigidities in
teacher management embodied in the Teaching Statute, which also sets
different conditions for municipal and subsidized private schools. None-
theless, additional changes are needed to secure improvements in perfor-
mance and in a school system’s level of equity.

Autonomy in Resource Allocation

The municipalities face a series of constraints to efficient school resource
management. They have no clear incentive to improve school manage-
ment; they are subject to restrictive legislation on resource use; and, in
most cases, the schools are run along centralized lines. The good perfor-
mance of many (not all) subsidized private schools stems partly from the
facts that (1) they have an autonomous educational plan, and (2) their
principals have greater freedom than those in municipal schools. A sys-
tem based on competition should grant all participating schools a similar
degree of freedom in resource use. If competition for pupils and resources
is to be preserved, municipal schools must have more independence,
which entails making the labor regime governing municipal teachers
more flexible.

Rural Schools

Given the scarcity of private schools in rural areas, it is not viable to
extend a competition-based model of education provision there. Rural
schools therefore require a financing system that takes such constraints
into account.

Policies to Improve Equity

In general, the Ministry of Education’s special programs aimed at improv-
ing equity have been well designed. They are working well among the
target groups, especially the Program to Improve Education Quality and
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Equity and the P-900 program. Nonetheless, any policy to improve the
prospects of the most impoverished students must include measures to
tackle the issue of pupil selection and self-selection. One option is to offer
incentives that reward diversity in the student body. Another is to provide
different levels of subsidies in line with family income.

Information for Decisionmaking

There are asymmetries of information in the education sector, as parents
usually have less information than do those providing the service. Addi-
tionally, the costs of a poor choice based on incomplete or deficient infor-
mation—which in the worst cases are irreversible—fall directly on the
consumer. The literature has pointed out that asymmetry of information
offers schools, especially subsidized private schools, significant opportu-
nities to act proactively.

The framework regulating all subsidized education should take into
account mechanisms to keep parents informed of their responsibility in the
education of their children, and should eliminate the perception that the
service is free. There has been some progress in this regard in recent years
with the publication of each school’s SIMCE test results. Since the 2000
tests, the Ministry of Education has made public the complete database
of results. Provision of information should be improved in the future to
acknowledge schools’ value-added in light of students’ initial human capi-
tal endowment, which originates outside the school. Subsidized schools
that take into account other indicators in addition to current achievement
tests should be duly accredited.

It is striking that an education system based on competition and
parental choice should have taken so long to make each school's SIMCE
results public. This is partially a result of personnel changes in the Minis-
try of Education as each successive government weighs the utility of the
information for users, and partially of a state culture that tends not to
disclose the data underlying the instruments used to assess policy per-
formance, since little trust is placed in the quality of analyses by outside
institutions.

Subsidy or School Voucher?

Chile’s per pupil subsidy scheme does not take the form of a voucher that
parents can exchange for education. This keeps parents from fully real-
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izing their role as resource allocators within the system. Currently, many
parents still believe that the schools are government institutions and that
they are free, and thus most fail to exercise their right to make demands
(Arancibia 1994). Any decision to transform the current scheme (based
on demand-oriented subsidies through the transfer of resources to the
suppliers) into one of direct demand subsidies with vouchers should take
into account the potential benefits of making parents feel like customers
of the system, and weigh this against the costs of implementing and man-
aging such a scheme.

The Subsidy as a Resource Allocation Mechanism

The subsidy’s role as a single resource allocator began to deteriorate during
the economic crisis of 1982, when increases to the USE began to fall below
the consumer price index, which was linked to the subsidy’s regulation.
Municipal deficits began after 1982, and these were financed directly by
the state. Moreover, much of the increase in the subsidy in recent years has
been geared to a specific purpose—e.g., for wage increases and for central-
ized support programs through the Ministry of Education. Since 1994,
several laws have been enacted that limit schools’ freedom to manage
resources and increase centralized programs to raise teachers’ salaries.

A hybrid system is thus arising: subsidies based on demand coex-
ist with centralized resource allocation, together with additional public
financing from the municipal sector. This concept risks encouraging and
institutionalizing a corporatist approach dominated by each group’s pres-
sure to protect its interests because of limitations on market operations.

Shared Financing: New Resources for the System

Most subsidized private schools work with some percentage of shared
financing provided by parents. The shared financing system seems to
be endorsed by teachers and parents in the schools that use it because it
enables the schools to operate at the level of quality and investment per-
ceived as necessary by parents.

At the same time, if the state encourages contributions from those
parents who can afford to pay for their children’s education, and allocates
the funds saved to schools with fewer resources, the system might become
more equitable and have a higher overall level of resources. This would be
a way to secure greater funding per pupil than is currently the case in a
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system in which the state provides all the funds for the poorest pupils and
more affluent parents begin to share costs with the state by making private
contributions to the system.

This financing scheme offers clear benefits that should be comple-
mented in two ways. First, the state’s savings should be allocated in a trans-
parent way to the poorest schools. Second, schemes should be established
such as scholarships and varying subsidy levels that allow poorer pupils to
attend schools with shared financing.

The Complexities of the Model

Chile’s model of public and private demand subsidies is a reflection of
the system’s intrinsic complexities. Greater efficiency, higher quality, and
more equity would entail the introduction of even more complexity. There
is thus a link between the model’s complexity and its effectiveness. The
voucher system raises practical problems related to the creation of truly
competitive conditions, including difficulties of information and equity
that would have to be addressed. Since the implementation of such a
model is geared to meeting goals in quality, efficiency, and equity, these
practical considerations will have to be dealt with at a reasonable cost.

Future Agenda

The debate over comparisons between subsidized private schools and
municipal schools is fueled by two different sets of data: econometric
studies that compare academic performance, controlling for different
variables; and organizational analyses that compare differences in incen-
tives for the two sectors. At the same time, discussion about the private
sector is beset by ideological differences. In the view of private suppliers,
subsidized private schools perform better than municipal schools. How-
ever, it has not been possible to confirm clearly whether this perception
is consistent with the facts. A broader range of studies is needed that do
more than simply compare municipal and subsidized private schools. For
example, a more detailed analysis of the input-output ratio would be help-
ful in determining why some schools perform better than others; other
variables should also be examined to provide a better explanation of per-
formance differentials—such as the effects of school size, the presence of
economies of scale, and organizational and management considerations.
Another area to be explored is learning from successful experiences, espe-
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cially those schools that perform well in conditions of poverty. Case stud-
ies are needed, and statistics should be compiled, in particular to establish
what happens in the process between inputs and outcomes.

There is a consensus that municipal schools are much more restricted
than subsidized private schools. Human, technical, and financial resources
are allocated far from the municipality; the mayor does not manage the
resources; and there is an obligation to take all pupils. The biggest problem
for mayors is the constraints on the management of teachers. In municipal
schools, it is very difficult to fire a teacher, minimum wages and allow-
ances are guaranteed by law, and teacher performance is not evaluated.

Some subsidized private schools seem to perform better than oth-
ers, even when they serve similar kinds of pupils with the same level of
resources. This suggests a need for further study of the impact of institu-
tional and management factors on student achievement.
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CHAPTER 4

CONCESSIONARY PUBLIC SCHOOLS IN BOGOTA:
AN INNOVATION IN SCHOOL
MANAGEMENT IN COLOMBIA

Leonardo Villa and Jesiis Duarte*

A number of innovative school management programs have emerged in
Colombia in recent years, with the aim of extending educational coverage
and improving its quality. These initiatives have four points in common:

» their goals lie outside the traditional public school system,

= their beneficiaries are children and youth from the poorest sectors

of society,

= they are based on the private provision of education services, and

= most of them are sponsored by local and regional authorities.

This chapter analyzes the concession school scheme in Bogota, one of
the most interesting education policy experiments launched to date. The
concession schools program is still relatively young, and it is too early to
gauge its full impact. However, its core elements—especially with regard
to financing and management—are geared to addressing some of the
gravest problems confronting public education in Colombia. The frame
of reference for this study is drawn from economic organization theory,
especially the concepts of principal-agent relations.

The chapter begins with a review of the nature and shortcomings
of Colombian public education, then uses the theoretical elements cited
above to analyze the institutional problems of traditional public educa-
tion. This is followed by a detailed examination of concession schools in

*Leonardo Villa is an economist and university professor at the National Univer-
sity of Colombia. Jestis Duarte is a social development specialist in the Social Programs
Division, Region 3, of the Inter-American Development Bank. The authors received
valuable contributions and suggestions from Gregorio Arévalo, who was also a mem-
ber of the working group that visited the country during the information-gathering
phase. Ultimate responsibility for this chapter lies solely with its authors, whose ideas
as expressed herein are not the official policy of the institutions for which they work.
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Bogota, the political context in which they emerged, and the nature of the
new contract between local governments and concession-holders. Finally,
the chapter advances some ideas on how this school management model
might respond to the region’s educational challenges.

Public Education in Colombia!

Structure and Coverage

There are four levels of formal education in Colombia: (1) pre-
school for children under age seven, with a compulsory minimum
of one year; (2) compulsory basic education of nine years over two
cycles: five years of primary school and four years of lower secondary
school; (3) two years of upper secondary school; and (4) postsecond-
ary education.

Colombia had, as of 1997, 57,000 establishments offering primary
and secondary school education, 390,000 teachers, and 8.5 million pupils.
The higher education level is served by 305 institutions enrolling 700,000
students. Unlike other countries in the region, the private sector’s share
of education in Colombia is high: around 20 percent at the primary
level, 35 percent at the secondary school level, and 65 percent in higher
education.

Access indicators show a significant improvement in the past 15
years. The gross coverage of preschool education rose from 9.5 percent in
1985 to 38 percent in 1997. The net coverage of primary education rose
from 61.5 percent in 1985 to 83.5 percent in 1997, while that of primary
and secondary education increased from 37.7 percent to 61.1 percent. The
coverage of higher education is 17 percent. Hence the illiteracy rate of
the population over 15 has fallen to 8.6 percent, and average schooling
is 6.2 years—7.6 years in urban areas and 3.3 in the countryside (DNP
1999). Table 4-1 presents summary data for these and other key education
indicators.

"This section describes the education system in Colombia around the year 2001.
In the last five years, a number of changes have been implemented, especially a new
formula for the allocation of national funds for basic and secondary education to the
departments and districts which has better incentives to increase enrollments.
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Institutional
Organization Education indicators for Colombia
The management of
. . Indicator Amount
public education has
. Number of students in lower 5,015,000
passed through vari- ; ducati
Until the primary education
ous stages. Un
8 5 Number of students in upper 3,485,000
1960s, departments’— primary and secondary school
and, to a lesser extent, Private sector share of lower 19.5%
municipalities—were primary education
mainly responsible for Private sector share of upper 35%
financing and manag- primary & secondary education
ing public primary and Number of teachers 390,000
secondary schools and Net preschool coverage 38%
teachers. Central gov- Net primary coverage 83.5%
ernment paid for pub- Net secondary coverage 61.1%
lic higher education, Illiteracy rate among population 8.6%
managed and financed over 15 years old
the teacher train- Average years of schooling 6.2
ing colleges, and set Public spending on education 4.1%
nationwide rules and as percentage of GDP
regulations. DNP (1999).

During the 1960s
and 1970s, the central

government gradually took over the funding of primary and secondary
education, and, with the 1978 Teaching Statute, centralized wage bar-
gaining and unified the teacher pay and promotion system. The depart-
ments remained responsible for management of most of the teaching and
administrative staff and the municipal distribution of human and finan-
cial resources. The National Ministry of Education (MEN) administered
only the national schools or institutes, which accounted for less than 5
percent of total student enrollment.

%A department is the main territorial administrative unit in Colombia, equivalent
to a state or province in other Latin American countries. Colombia has 32 depart-
ments, 5 districts (municipalities with the same functions as departments), and 1,050
municipalities.
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Certain functions that MEN had tended to neglect were decentral-
ized from 1986 onward. Responsibility for building and equipping schools
was transferred to the municipalities, and management of national edu-
cational institutions passed to the departments, which also gradually took
on teacher training, curricular experimentation, and the offices in charge
of professional development that oversee the teacher promotion scale.
This gave the departments full management responsibility for centrally
funded teaching staft.

The decentralization process was given fresh impetus by the 1991
constitution and its implementing texts Law 60/1993 (Allocation of Funds
and Powers to Territorial Governments) and Law 115/1994 (Education
Act). The administrative model based on these laws assigned the follow-
ing responsibilities to each layer of government:

= At the national level, MEN takes charge of development policies

and objectives, sectoral planning, systemwide assessment, and
inspection and oversight.

= Departments and districts (through their education secretariats)

administer their own funds and those transferred by the national
government, appoint and transfer teaching staff, provide training
and advisory support to schools, and inspect and supervise educa-
tion services in their area.

= Municipal authorities administer local education services and are

responsible for providing and maintaining the physical premises
and facilities of schools.?

Financing Education

Public spending on education has increased steadily, rising from 2.5 per-
cent of gross domestic product (GDP) in 1990 to 4.1 percent in 1997. Edu-
cation accounts for more than 20 percent of the national budget. Private
financing (equal to about 3.6 percent of GDP) supplements government
funding for secondary and higher education.

About 40 percent of public education funds go to the primary cycle,
30 percent to the secondary, 16 percent to higher education, and the rest

3Institutional channels were also provided to advise public officials, teachers, par-
ents, and the community through the National Board of Education, the departmental
or district board of education, the municipal board of education, and a school board
in each establishment.
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to administration. Some 90 percent of the education budget is devoted to
wages, and less than 1 percent to materials.

The central government provides over 90 percent of all financing
for primary and secondary education. This funding is mainly channeled
through two transfer mechanisms: the situado fiscal and municipal trans-
fers, supplemented by other resources.* The situado fiscal goes to depart-
ments and districts for staff payroll and current expenses; the municipal
transfers go directly to the municipalities to fund current spending and
investment. The departments, districts, and municipalities provide only a
modest share of the sector’s funding; less than 12 percent of their total rev-
enues are earmarked for education. Most of this is used for teachers’ sala-
ries, the education secretariat of each administrative division, and invest-
ment in local counterparts for national cofinancing programs.

Problems in the Sector

Colombian education still has serious shortcomings. Primary school-
ing is not yet universal, and coverage of secondary schooling is insuffi-
cient. Disaggregation by geographic areas, regions, or income levels shows
marked differences in coverage, and children’s academic achievement is
unsatisfactory.® The poor quality of education translates into poor inter-
nal efficiency: Only 42 percent of children starting school complete pri-
mary education, and just 34 percent complete secondary school (Caro and
Sarmiento 1997).

Several recent studies concur that the coverage, equity, and quality
deficiencies of Colombian education stem much less from a shortage of
funds than from constraints on effective management.® They conclude
that misallocation of resources, poor management at the various admin-

“These other national resources are MEN investment funds and Ministry of
Finance loansto departments and districts under a scheme based on performance.

>The results of 1992 and 1994 assessments showed that language teaching focused
on simple word recognition skills over comprehension and that, in mathematics, the
use of algorithms in problem solving is poorly understood (MEN 1997). The coun-
try also scored poorly in the Trends in International Mathematics and Science Study
(TIMSS), with Colombian students performing well below the international average.

The problems of sector administration and the allocation of public education
funding are covered in the following: Commission for Rationalization of Expenditures
and Public Financing (1996a and 1996b), DNP/MEN (1996), Duarte (1997), Wiesner
(1997), and World Bank (1995). For more on the problems of public education man-
agement in Colombia, see DNP (1997) and Duarte (1996a and 1998).
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istrative levels, and the way schools are operated have created conditions
that are not conducive to improving educational quality and coverage.

In other words, the institutional arrangements under which state edu-
cation services operate have become an obstacle to the sector’s develop-
ment. The authors of the studies argue that, if nothing is done to trans-
form education management models, the sector will require ever more
funding with no significant gain in quality or coverage.

To better understand that conclusion, the next section examines the
regulations and actors (formal and informal) that make up the institu-
tional framework of public education in Colombia, using the principal-
agent approach.

Principals and Agents in Colombian Public
Education

In Colombia, the study of factors associated with educational quality
has attracted growing interest in recent years (Corpoeducacion 1999;
DNP 1998, 1999, and 2000; MEN-ICFES 1998; Sarmiento, Becerra, and
Gonzilez 2000). More research is needed to provide a comprehensive
picture of how schools’ institutional characteristics affect their pupils’
achievement, but some studies have concluded that educational quality
is determined by the way the schools are organized, managed, and gov-
erned. For instance, an empirical study by the Department of National
Planning’s Social Division (1997) has concluded that about 30 percent of
children’s educational achievement is determined by school-related fac-
tors (e.g. organization and resource management)—which means that
these factors are as important as pupils’ socioeconomic background.

This section examines the limitations of the traditional public educa-
tion model. The analysis is more suggestive than conclusive, but can serve
to pinpoint some of the institutional and structural problems that Bogota
concession schools set out to resolve. It centers on the issues of resource
allocation and the interrelations of the key players in Colombia’s public
school system.

In its role as principal, the prime goal of the central government is to
ensure a good basic education for all school-age children throughout the
country. This goal is addressed by funding the service and the institutional
mechanisms through which it is provided. Two levels of principal-agent
relations are discernible in Colombian public education. At the first level
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is the central government in its role as principal, transferring resources
to departments and districts, which act as agents. At the second level, the
departments and districts redistribute resources to schools by appointing
school principals, administrative staff, and teachers; procuring supplies
and services; and providing funds.

Public Education Resource Allocation System

The Colombian system for allocating resources to public schools is geared
to paying teachers’ wages rather than to financing children’s education.

The 1991 constitution and Law 60/1993 earmarked a minimum per-
centage of the national income for funding primary education and set
the ground rules for distributing the sector’s budget. This guarantee of
secure funding was an important step toward shielding a basic social ser-
vice from fluctuations in political and fiscal circumstances. Although Law
60/1993 establishes a formula for assigning resources to departments and
districts—which includes a standard per student cost—in practice, the
financing is not governed by this formula but by trends in teacher payroll
costs.” Each year, the Ministry of Finance adds to the departmental and
district budgets to cover the shortfall between the base allocation set by
the formula and the real annual cost of the teacher payroll.

The coverage of deficits neutralizes the incentive value of the formula
and lessens the effectiveness of the cost standard. Departmental and dis-
trict governments (the agents) have no incentive to be efficient, because
the central government (the principal) pays the costs of inefficiency. Thus,

"The resource distribution system established by law is seriously flawed. First, the
use of the sector’s resources is decided primarily at the top management tier, with little
decisionmaking power at the school level and scant community involvement. These
are hardly outcomes sought by the decentralization process. Second, the situado fiscal
and municipal transfers are allotted first territorially and then sectorally, on the basis
of fixed percentages. The resulting resource allocation does not necessarily coincide
with the real financing needs of the departments and municipalities. A similar situa-
tion exists regarding the formulas for municipal transfers, with 60 percent allocated
on the basis of the Basic Unattended Needs Index. Consequently, per pupil payments
in territorial entities do not correspond to real costs. Third, the situado fiscal is used to
meet the teacher payroll according to a system dating from 1993, which has only per-
petuated a grossly unfair baseline distribution. Teachers thus are deployed unequally
among departments, and even more so at the municipal level. Finally, the variety of
financing sources means that national transfers are received at different territorial lev-
els: the situado fiscal is paid to departments, while transfers are paid to municipalities.
This hinders efficient management of funds.
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resource allocation depends on the number of teachers, the provisions of
the Teaching Statute, and the collective bargaining between the teachers’
union and the national government. Two conflicting systems thus emerge:
one established by the formula of Law 60/1993 and the other by the provi-
sions of the Teaching Statute. The formula seems to be less important. The
resource allocation system is actually subordinate to the political dynam-
ics of staft deployment and teachers’ employment and wage regimes.

This method of assigning resources for education is putting more
pressure on the public budget and will continue to do so—and the extra
funds will not necessarily lead to a significant improvement in educational
coverage or quality.® Departmental governments have little incentive to
improve coverage or quality, because the resources they receive from the
central government depend on the number of teachers, not on the num-
ber of children enrolled, and the allocation system pays no attention to
pupils’ academic attainment.

The sector is plowing ever more funds into operating expenses
(payroll) and ever less into items related to educational quality (such as
textbooks). Another outcome is that departmental governments assign
teaching and administrative posts with no regard to standards, leading
to an uneven distribution of the sector’s human resources that discrim-
inates against rural or marginal urban zones, small communities, and
primary education.” Moreover, the Ministries of Finance and Education

8The result of this system is that service costs rise without bringing the sector any
closer to its objectives. A recent study showed that although the average time needed
to complete the primary education cycle was 1.6 percent less for the cohort that started
school in 1988 than it was for the cohort beginning school in 1978, the cost was 19
percent higher. See Caro and Sarmiento (1997).

The country has tried different policy instruments to mitigate the effects of this
clash of regimes and the inefficient resource allocation formula. Recent efforts include the
performance agreements in education featured in the National Development Plan 1999
2002. These agreements are management contracts between the central government and
some departments and districts. The former gives grants to the latter in exchange for
achieving better coverage in primary education. The grant system uses a staff allocation
standard that would make teaching posts the exchange unit of the education system: that
is, teaching places in return for children enrolled. Using a standard form of allocation
introduces transparency and equity while providing incentives to expand coverage. A
performance pact stressing coverage, efficiency, and equity should generate incentives
for a transparent interdepartmental allocation of resources that corrects the effects of
imbalance in the sector. One of the trends it sets out to reverse is the over-concentration
of teachers paid via the situado fiscal in departmental or district capitals.
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lack effective systems to track and evaluate the use of funds transferred to
departments.

The upshot is a financing system in which the agent (departments)
receives funding automatically, irrespective of whether it meets the goals
of the transaction. The principal (central government) has no clear vision
of the quality or quantity of the product it is paying for; it lacks both
instruments to verify the outcome of the contract and ways to penalize
undesirable conduct.

Actors and Relationships in the Public School System

The School. With very few exceptions, public schools have long been
neglected in the Colombian education system. They have depended, in
even the most trivial matters, on departmental education secretariats. The
great majority lack a sense of identity or mission and take no independent
initiatives, and both teachers and pupils rarely have a sense of belonging
to their schools.

Recent legislation (the Education Act and Law 60/1993) gave pub-
lic schools a more important role in the management of education, but
failed to give them sufficient means. Schools have no control over human
resources; teaching and administrative staff are assigned by the education
secretariats. Schools also lack control over their funding and have no way
to influence the budgetary decisions made at municipal, departmental, or
national levels. The authority conferred on them by law is thus in name
only. The Education Act sought to strengthen schools by means of Insti-
tutional Educational Projects (PEIs) devised by the education commu-
nity and parents, but it failed to create a formal vehicle for schools to tap
into municipal funds or access cofinancing for PEIs. There is no require-
ment that PEIs be linked to municipal education plans or have substantial
weight in final funding decisions. As a result, PEIs have tended to degen-
erate into theoretical exercises. The law also created school boards, but
these have little real authority over school principals, staff management,
or school administration.

Principals. Principals are not appointed for their academic records nor
as a result of a selection process based on merit. In most cases, they get
their job through political influence or seniority. They are figureheads and
lack any real means to carry out their very limited functions. Principals
do not select their teaching or administrative teams, nor do they manage
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any significant financial resources. Staff and supplies (when there are any)
are assigned by the education secretariat. The principals are hierarchically
superior to the teachers, but their disciplinary power is limited to ver-
bal warnings. Any other type of penalty must be taken to the Salary and
Promotion Board, a body the teachers’ union uses to ensure its political
control over promotions and disciplinary proceedings.'

Public school principals are not accountable to anyone and are almost
impossible to dismiss. Hence, in the public schools there is no authority
with real power, and no level of the hierarchy has the systematic capac-
ity to activate results-oriented processes. The problems of leadership and
management are related to the principals’ lack of official authority and
poor capacity (skills and background) to encourage identity with a com-
mon project and teacher engagement.

Parents and the Community. Parents and the community have had a
minority representation in school management and have lacked power.
In the past, their involvement was confined to membership in parents’
associations, which in most cases just raised funds for minor repairs to
schools. More recently, the Education Act created school boards; here too,
the parents and community have a minority representation. These boards
have no real power over school management, but simply advise the prin-
cipal. The same is true of community participation on the municipal and
department/district boards of education, to which the law assigns control
and oversight functions without providing the instruments to carry these
out. The education boards’ lack of oversight mechanisms is a disincentive
to the creation and operation of these organizations. Parents and other
members of the community are not sufficiently well informed to control
schools’ academic progress. They receive little systematic feedback on
their children’s achievement, have no yardsticks to measure the perfor-
mance of teachers and managers, and have no information on the alloca-
tion of resources to the school or municipality.

Teachers. There are set rules for selecting, appointing, or transferring
teachers and administrative staff.!* The rules state, for instance, that teach-

!%The teachers’ union has a virtual majority on the Salary and Promotion Board,
since at least three—and often four—of its seven members are teachers.

lgee, among others, Decree 2277/1979 (Teaching Statute); Decree 2621/1979;
Decrees 250,297, and 897/1981; Decrees 175, 176, and 177/1982; Resolution 20974/1989;
and the Education Act of 1994.
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ers should be chosen and appointed on merit as a result of open, com-
petitive examinations and that transfers should not interfere with chil-
dren’s studies. However, the rules are not always followed; the evidence
suggests, for example, that open examinations are the exception rather
than the rule. Many public school teachers are still appointed because of
political recommendations. Patronage also has a role in administrative
processes such as transfers, promotions, pensions, and other social ben-
efits. The intermediaries in the management of public school teachers are
regional politicians from the traditional parties and, in some cases, trade
union leaders. It is almost impossible to remove teachers once they are
appointed, since they are protected by job security provisions and trade
union activism (Duarte 1996a).

The Education Act provides for teacher assessments every six years.
A teacher who fails to “make the grade” must be reassessed the following
year. In the event of renewed failure, teachers can be charged with profes-
sional inefficiency and can face penalties ranging from suspension to dis-
missal. The body responsible for determining the penalty is the Salary and
Promotion Board, on which teachers are usually the majority. Provision is
also made for the assessment of senior staff in a manner similar to teacher
assessments; the penalty for failing in two consecutive years is a return to
an ordinary teaching post, with commensurate wages.

Despite the consequences built into the assessment system, it is far
from a perfect mechanism. For one thing, it assesses inputs rather than
outputs; also, assessment is not ongoing—and, in fact, had not yet been
done as of this writing, despite the fact that the six years required by the
legislation had passed.'> Additionally, the promotion system and pay scales
are essentially automatic, based on academic degree and seniority. Neither
wages nor promotions are linked to the assessments required by the law.

Teacher commitment is crucial to meeting the goals of the educa-
tion system, but neither guaranteed national funding nor stable employ-
ment has prompted a firm commitment to results. Job security for teach-
ers is certainly an improvement over the arbitrariness of the past and

2Even if teachers were assessed, they would not necessarily be dismissed. The
teachers’ union’s main objection to the National Development Plan 1999-2002 was its
proposal that the 1.5 percent of teachers scoring lowest on the assessment should be
disqualified from practice. The union has stated that a bad examination score should
be addressed by training rather than by penalties.
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curbs the spread of patronage. Stability, however, is related to clear
rules and assessment systems, not to separating careers from results.
It is one thing to safeguard teachers from arbitrariness and patron-
age, but quite another to free them from accountability for their own
performance.

The Teachers’ Union. As in other countries of the region, the relationship
between Colombian teachers and the state is highly politicized because
of the influence and strength of the teachers’ union, the Colombian
Teachers Federation (FECODE). As noted, teachers in the public school
system have substantial job security, and it is hard to dismiss them.
This stability is the outcome of lengthy and often difficult negotiations.
Although departments and districts manage the payroll, wage bargain-
ing is centralized between MEN and FECODE, with no input from the
municipal agencies responsible for providing education. The union has
been successful in ensuring stability and in its wage negotiations with
successive governments. FECODE leaders have thereby won the teach-
ers’ unconditional support with respect to wages and work organization.
FECODE supports the traditional model of state financing and service
provision, and has been relatively successful in marshaling public senti-
ment against reforms geared to more flexible provision of education.
The union wants to retain the old system of centralized bargaining and
opposes decentralization, transferring control of education to the schools,
and the involvement of the community and the private sector in decisions
on education.

Relations between the central government and FECODE are highly
confrontational; they are also centralized and exclusive. Centralized wage
bargaining, for instance, prevents the adjustment of wages to local labor
market conditions and lessens the ability to manage staff in the schools,
educational agencies, and local governments. A standard national sal-
ary scale discourages local initiative and instead rewards passivity and
mediocrity. The central government is generally at a disadvantage in talks
because it has few instruments with which to oppose a strong and disci-
plined trade union. The ministry’s weakness is aggravated by the fact that
negotiations with the union involve no other parties that might change
the terms of the discussion, such as parents or representatives of business
or private education.
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Responsibility and Authority

Another obstacle to good education management is the dispersal of
authority among political and administrative levels. The legislation on
decentralization may have encouraged municipalities, departments, and
districts to take more interest in education and to launch some promising
initiatives to tackle local problems, but it has not resolved the confusion
about who is responsible for what at each level. Teacher appointments and
transfers are the responsibility of the departments, but the municipali-
ties are responsible for delivering education services. The municipalities,
however, lack a guaranteed staff contingent because teachers belong to the
department. Moreover, as mentioned earlier, schools supply the service
but have neither a stable staff nor the autonomy to decide on the use of
their own resources. There is also no incentive for each agency to perform
its functions efficiently. Perhaps the worst situation is that of the depart-
mental secretariats, which have no incentive to rationalize teaching staff
because the cost of inefficiencies is borne by the central government. As
a result, no single agency is taking charge of the key elements of public
education management.

Working with the Wrong Incentives

As shown above, the system for financing and managing public educa-
tion—and the political complexities of the sector—have given rise to an
incentives scheme in which the interests of principals and agents are not
aligned to meet coverage and quality goals.

Departmental and district authorities, which receive funding from
the national government and are in charge of coverage, service distribu-
tion, and efficient resource use, have few incentives to perform effectively,
since there are no consequences for their conduct. The school, which is the
crucial management unit to ensure quality, has no control over the factors
that would confer consistency and unity of purpose. The institution’s man-
agement has neither the power nor the motivation to guarantee results. It
lacks clear authority with decisionmaking powers; it receives teachers with
characteristics decided upon by the agency that chooses them; teachers’
wages and career paths are divorced from their performance; and there
are no social processes to control and recognize quality, due to a lack of
systematic results assessments.
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Nontraditional Experiments to Broaden the
Supply of Education

The previous section explained the limitations of the institutional model
of public education in Colombia. The concession schools program was
designed by the Bogota Capital District as a way to overcome these limi-
tations. In the recent past, however, several other programs have sought
to expand educational coverage outside the framework of the traditional
public system. It is worth reviewing some of these experiences before
examining the Bogota case.

Each program has its own characteristics, but there are two main
types: direct subsidies to students (vouchers) and buying spaces or fund-
ing service provision in private establishments.

Voucher Programs

The voucher system of direct subsidies to students was the central gov-
ernments main strategy for expanding education coverage in the 1990s.
Programs of this type were the Expansion Plan for Secondary Educa-
tion Coverage (PACES), financed by the World Bank and implemented
between 1992 and 1998;" and the Subsidy Program for Attending and
Remaining in Primary Education (grades 0 to 9) developed by MEN from
1994 to 1998. These initiatives offered subsidies to lower income sectors,
cofinanced by the central and local governments. At the height of their
coverage, these programs had about 250,000 spaces.

Buying Spaces in Private Schools

This strategy was used by regional and local governments to meet the

demand for new school spaces. The most important cases were in the

departments of Antioquia and Bolivar, and the cities of Medellin, Carta-
gena, and Manizales.

= In Antioquia, the Education Secretariat contracts for the services

of private schools, especially religious schools, and pays for each

child served in accordance with a “basket” of minimum resource

standards to regulate the quality of participating institutions. As

many as 130,000 children were educated under this program

BSeveral studies have evaluated the PACES program, including King, Orazem,
and Wohlgemuth (1999) and King et al. (1997).
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between 1996 and 1998, although the number of beneficiaries has
since dropped in the wake of departmental budget constraints.

= In Bolivar, as of 1998, the Education Secretariat outsourced the

education of about 70,000 children in poor areas to nongovern-
mental organizations (NGOs) and to farmer and teacher associa-
tions. The secretariat paid $240 per child per year, including money
for food, textbooks, and educational materials.

= In 1996, Medellin launched a program called Expanding Cover-

age with Quality, which continues to date. The municipal coun-
cil contracted for the services of private schools, paying for each
child enrolled according to a basket of resources worth $240 a year.
Contracts set forth standards for infrastructure, equipment, and
teacher qualifications, with particular regard to instruction in key
curricular areas. This strategy increases coverage at a lower cost
than traditional public education and, to judge by student reten-
tion rates, with better quality outcomes.

= Cartagena adopted the Antioquia approach in its program begin-

ning in 1997. The municipal authorities contracted with private
schools to increase coverage in deprived neighborhoods and
struck similar deals with selected public centers through their par-
ents’ associations. Schools are paid a fee for each additional child
enrolled, while principals receive a bonus. About 20,000 pupils
benefit from this program.

= In 1998, the city of Manizales ceded the administration of three

public schools with about 1,800 pupils to the private sector. This
program was suspended in 2000 for lack of funds, but was renewed
in 2001.

These programs and experiences are highly valuable as alternative
ways to organize the provision of education. They allow different avenues
to be explored for expanding coverage without the restrictions imposed
by the traditional public system. Voucher programs are an innovation
compared to traditional public schooling, because the role of principal is
taken by the child’s parents, who—in theory at least—can freely choose
the supplier they prefer. However, assessments have found that, in Colom-
bia, the system faces serious constraints because of the nature of the target
market, especially limitations on supply and information in the poor areas
where it operates.
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The system of buying spaces in private schools introduced by depart-
mental and municipal governments seeks a rapid, flexible response to
social pressures for greater and better quality coverage, especially among
less advantaged social sectors. Many such schemes have labored under
the budgetary difficulties of their local and regional funders, a circum-
stance compounded by the continuing recession. A system of state-funded
education provided by the Catholic Church (Grant-Aided Education) has
been in operation since the late 19th century in remote areas of the coun-
try (especially the Amazon region and other jungle zones) with minimal
public sector presence and church-run missions. There are also some
interesting experiments in the public education system geared to optimiz-
ing resources and infrastructure and expanding school autonomy and the
involvement of the community.

= The Educational Networks program, funded by the World Bank in

Pasto, the capital of Nariflo Department, aims to organize educa-
tion providers in a single area using inter-school agreements that
allow students to move freely from one school to another. Each
network has a coordinator and a board, drawing its representa-
tives from member schools. One establishment is designated the
network hub. The network coordinates supply, exploits economies
of scale, ensures an efficient flow of students and resources, and
enjoys greater autonomy as a management unit.

= The MEN’s New School System Program, with funding from the

Inter-American Development Bank, supports decentralized man-
agement and autonomy within public education, and of more
efficient, socially equitable allocation of resources. The program
started at the end of 2000 for three-year terms in five departments
and about 100 municipalities, covering 500 schools, which partici-
pate on a voluntary basis (IDB 1999).

The Bogota Experiment:
Public Concession Schools

This section describes the concession schools model developed in Bogota.
This is a new model funded from the public purse, but it differs from the tra-
ditional concept of public schooling, and its design, at least, overcomes some
of the limitations of traditional education and demand-side subsidies. Box
4-1 describes the political context within which this model was launched.
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Rationale for the Concession Schools Program!*

The Development Plan for the Bogota Capital District, drawn up during
the mayoralty of Enrique Pefialosa (1998-2000), set a goal of 100,000 new
school spaces to be located mainly in poor areas. The goal was to provide
quality education to high-risk, low-income groups. The main question
was how to deliver quality education quickly to Bogotd’s most deprived
sectors. For the program’s designers, equity in education is about quality,
not just access.

Part of the search for a solution was a study of other experiments in
Colombia. The program arose from a critical analysis of both the tradi-
tional public model and alternative programs to provide coverage for low-
income groups that the country had attempted in the 1990s, particularly
the student voucher system and the purchase of spaces in private schools.

The program’s designers identified three public and private supply
constraints that would have to be addressed:

1. Although demand subsidy schemes established resource stan-
dards to control the quality of participating schools, they did not
make results assessment a condition for the program’s continu-
ance. As a result, quality problems appeared; the Bogot4 Capital
District encountered such problems with demand subsidies.

2. Subsidy programs face problems of continuity for financial rea-
sons or due to the natural process of changes in governors’ and
mayors’ offices.

3. From the standpoint of the public system, expanding supply with
traditional mechanisms has a number of obvious drawbacks: for
instance, how can new teachers be mobilized to support program
objectives with an education secretariat that lacks the institu-
tional capacity to exercise leadership?

Analysis of these three points gave rise to the idea of concession
schools, seeking a system that, while remaining in the public sphere, could
exploit the administrative advantages of private schools and guarantee
quality education.

"The information used in this introduction to concession schools was gener-
ously provided by the Bogota Education Secretariat. Special thanks go to Education
Secretary Cecilia Maria Vélez; Planning and Finances Under-Secretary Sylvia Escovar;
Planning Director Gloria Mercedes Alvarez; and Martha Franco, who played a promi-
nent part in the program’s design and implementation.
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Political Context of Program’s Approval

It is worth looking at the political background during the concession pro-
gram’s development because of what it reveals about the interest groups that
carry out this type of innovation.

In approving the program’s budget in August 1999, the Bogotd Municipal
Council members expressed several concerns. The first of these was the dan-
ger of committing the sector’s future budget and “mortgaging” education
policy for the next 15 years. This recurring argument reflected the natural
reluctance of any political entity to embark on a project that extends beyond
the term of any individual government. Second, there were doubts about the
reliability of agencies working in the social arena under the nonprofit label.
Third, council members were worried about losing control over the new insti-
tutions in view of the autonomy granted to them and the private nature of
their management. They expressed concern that schools might select pupils
in a manner inconsistent with established criteria, or might introduce a fee
regime like that of private schools. Last (though perhaps this was the chief
concern), there was a fear of appearing to privatize education.

A minority offered stiff resistance to the project and decried it as “neo-liberal,”
but most council members supported it. The privatization argument was rebut-
ted by making it clear that schooling would still be free and that schools would
remain within the city’s public education system. As to suspicions about the
nonprofit sector, it was argued that public and private initiatives should join in
tackling social problems since they are two potentially complementary forms
of organization and regulation. It was noted that the strategic alliance between
the public and private sectors could help overcome the lack of quality in edu-
cation that is causing social inequality. Private sector involvement in public life
makes sense if it is governed by rules that benefit the community.

General Description
The program auctions the management of new schools as concession
contracts, inviting bids from private institutions that have scored high or
above average on the Colombian Institute for Higher Education (ICFES)
examination over the past five years."” The idea is to export the educa-

’ICFES conducts a state-wide examination in the last grade of secondary educa-

tion. Bidders must belong to the 201 institutions with the highest ICFES scores.
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Objections to the employment status of teachers dissipated when it was
explained that wage and other benefits would be in line with the national
scale. Some council members welcomed the transfer of schools to concession-
aires as a way to reduce the politicization of public education and the influ-
ence of trade unions and politicians over school administrators.

These council debates aroused little interest in the media. It was only later,
when the first results were made known, that the program started to receive
good press. People in the home municipalities of concession schools had
varied reactions, however. In one town, the community mounted some initial
opposition under the influence of armed groups, although an agreement was
eventually reached to leave the school alone. In others, neighborhood action
committees organized debates on the proposed concession schools; in some
of these debates, teachers criticized the project on the grounds that it meant
privatization of schooling. Most parents, though, were attracted by the idea of
a good school with quality infrastructure and amenities, which would be free
and whose teachers would not go on strike.

The council approved the program 23 to 8, and the project faced fewer politi-
cal hurdles than expected. The teachers’ union did not go on the offensive,
primarily because the program did not involve any reduction in the official
teaching or administrative workforce. There was a more severe clash, however,
when the Education Secretariat decided to abolish non-statutory holidays and
to take away a couple of days off.

The leadership of the education secretary and her team helped create a
favorable climate for the project. They showed firmness and political skill in
embarking on a program to strengthen public education. Their credibility con-
vinced concession-holders to take part in the project, which would have been
impossible otherwise.

tional management ability of schools of proven efficacy to the city’s mar-
ginal or outlying zones where there is high unmet demand.

Concession contracts are entered into for 15 years to give the project
stability, to ensure that children are not subjected to constant changes in
school administration or teaching models, and to make the project attrac-
tive to prospective concessionaires. The latter are contractually bound to
provide formal education services in the preschool, primary, and second-
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ary school cycles to children from poor backgrounds, on specific prem-
ises, in return for a per capita fee. Since the goal is not simply to broaden
coverage but also to ensure quality education, concessionaires must score
higher than average on academic tests; under no circumstances can they
have below-average results for two consecutive years. The concessionaires
enjoy autonomy in school management, especially in the hiring of teachers
and principals. The only condition set by the district is that all such hires
must adhere to the law, with ensured payment of wages and benefits.

Schools are to be constructed with a minimum of 10,000 square
meters and have space for 800 to 1,200 pupils, top-quality infrastructure,
adequate layout and lighting, 24 classrooms, a recreation room, a science
laboratory, two art rooms, three technology rooms, a library, and a multi-
purpose playing field, all fully equipped. The total average cost per school
is $2.5 million, including the purchase of the land, construction, and
school furniture and equipment. The quality of the building and its facili-
ties should be a source of pride to the children and the community, and
should raise their expectations about the learning experience. The schools
should also be centers of social development for their communities.

Sixteen such schools opened in 2000 for the primary grades and
started accepting secondary students in 2001. Another six schools opened
in 2001; 17 more opened in 2002. When fully operational, the concession
system should serve 45,000 students in 51 schools (averaging 880 pupils
each) in a single-shift school day. This accounts for about 5 percent of
Bogotd’s public school spaces.

Concession-holders receive $475 per child per year, which is less than
the $595 unit cost in Bogota public schools.'® Staff costs, including wages
and social benefits, are calculated in the education “basket,” as are educa-
tional materials, public services, security services, hygiene facilities, and
a daily snack. Children must be admitted without meeting any selection
criteria other than belonging to the lowest socioeconomic strata, and liv-
ing near the school.

The project’s total budget of $294 million in 1999 was to be spent over
15 years. This funding represents an annual 6 percent of the Education
Secretariat’s regular budget and is financed from the ordinary resources of
the Bogota Capital District.

!Note too that public schools offer only half-day schooling, while concession
schools operate on a full-day schedule.
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Concession schools are part of a comprehensive opportunities pack-
age involving coordination with other social development programs in the
capital district. For example, the district’s Department of Social Welfare
builds a kindergarten on land adjacent to the school. The whole school-
ing cycle is thus united, from preschool to secondary school, organized
around an Institutional Educational Project that guarantees continuity
and consistency in learning.

Concession schools have specific features that set them apart from
traditional public schools: a single-shift school day, the full educational
cycle from preschool to secondary school, private management of human
and financial resources, high-quality infrastructure and facilities, sys-
tematic results assessment with follow-up action, and budgetary stability
through scheduled allocations.

Analysis of the Educational Concession Contract

The concession schools model yields two types of advantages:

= those stemming from the contractual relationship that forms the
basis of the program, with the protection that such a transaction
affords; and

= those based on the concessionaire’s ability to operate the service
under private sector rules that facilitate management autonomy
and efficiency.

The following is an analysis of the contract’s main features.

Goals and Legal Framework. Educational concession contracts are
concluded between the Bogota Education Secretariat and a concession-
aire, which must be a nonprofit organization with experience in edu-
cation. The goal of the contract is the delivery of formal education at
preschool, primary school, and secondary school levels in specific prem-
ises to children from low-income backgrounds in return for a per capita
fee.

The aims of the contract are established with reference to Colombia’s
constitution, from which it cites three principles: the duty of the state and
society, in support of the family, to provide public education; the right
of families to choose the type of schooling they want for their children;
and the right of individuals to offer education services. The constitution is
cited to underscore the legal basis of the goal and its legitimacy.
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The Product and Its Assessment. The contract specifies the conduct
expected of the concession-holder, for which the goal is to use its non-
profit mission of service for the benefit of Bogotd’s poorest sectors by pro-
viding educational and administrative services to a set number of pupils.
The contract provides for three forms of control over concession-holder
undertakings:

= buildings management inventory, which is undertaken by an offi-

cer of the Education Secretariat or a contractor hired by it;

= supervision of compliance with rules on teaching by Education

Secretariat staff under the legal powers of inspection and oversight
applying to all education establishments; and

= assessment to measure the attainment of learning objectives, which

is conducted by an independent individual or agency.

With regard to this last, the concessionaire must, according to the
terms of the contract, conduct an independent assessment of compliance
with common and specific objectives for each level of formal education
provided in the school, and must be rated “good” or “very good” every
year; test scores may not be “unsatisfactory” for two consecutive years.
The contract may be terminated if the service delivered does not meet
the expected standard as determined by an independent assessor. Thus
the “buyer” (Bogotds Education Secretariat) can suspend the transaction
if the results are disappointing. This emphasis on the consequences of
assessment is in stark contrast to the rules guiding traditional public edu-
cation, where assessments have no practical effect.

The Education Secretariat finances assessments. It must announce the
appointment of an assessor, and, two months after the assessment, it must
make known the general guidelines to be applied in the next round. By
contract, the independent assessor must be appointed for a period of not
less than four years. He or she must have professional experience in man-
aging, advising, and assessing educational establishments; be unrelated to
either the Education Secretariat or the concession-holder; and have no
links with any official bodies in the education field that might impair his
or her independent judgment.

The idea is to ensure that independent assessors have the necessary
technical ability and impartiality to make a reliable appraisal of the prod-
uct’s results and qualities. The assessor’s characteristics and status should
ensure a degree of independence that makes this a balanced transaction
from the standpoint of the assessment and settlement of disputes, and
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should prevent situations in which the district is both judge and interested
party. The assessor is a third party issuing independent opinions and is
not under obligation to other views, since this is someone with a technical
rather than a corporate background, appointed for a period generally lon-
ger than that of the district administration (three years). This should limit
the possibility of manipulation and support the assessor’s impartiality.

In short, the desired conduct is clearly described, the result can be
evaluated and measured, and its consequences are set out transparently.
These consequences are also enforceable, since the law allows for both
the termination of the concessionaire’s contract and of its employment
relations with teaching staff. The concession-holder has clear incentives
to translate assessment results into concrete measures in the areas of tech-
nology, professional relations, and continuity of staff.

It is worth noting that the Education Secretariat has the power to
redefine the attributes of the product while the contract is in force. The
contract states that the secretariat should give the concessionaire an out-
line of each assessment one year before it takes place. This acknowledges
the dynamic nature of education goals and the fact that the secretariat, as
a government agency, has the right to demand an education product that
is relevant. It is also fair to the concessionaire, which is given ample notice
of the assessment criteria.

Communication between the parties is also contractually regulated.
The concessionaire is entitled to view the reports of the three control bod-
ies and to draft a response. Moreover, the independent assessor may be
called on to interpret facts affecting either party’s interests. Although dif-
ferences might arise in the course of implementation, there is a commit-
ment that the rights of pupils or third parties will not be harmed. The
independent assessor is one of the referees in settling disputes that arise
during implementation, particularly in contractual circumstances that
have economic implications.

The dispute settlement mechanism is geared to direct and concili-
ation-based solutions, and includes an understanding by the Education
Secretariat not to extend disputes or penalties to other establishments run
by the same concession-holder. Disputes over the status, form, and terms
of each side’s obligations are placed before one or three mediators; more
important issues are settled by one or three arbitrators named by the par-
ties or by the Bogotda Chamber of Commerce.
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Use of Technology. The concessionaire is autonomous and subject only
to the restrictions imposed by law and the concession contract. The Insti-
tutional Educational Project is an integral part of the contract, and any
amendments to its text become amendments thereto, after being approved
by the Education Secretariat. The school established by the concession is a
new one, different from any one the concessionaire had before. This is why
the law provides that every PEI be submitted for approval. There are pro-
visions for discrepancies concerning PEI approval to be resolved in court
or through the dispute settlement mechanisms in the contract.

The concessionaire must finance all PEI requirements. It also must
acknowledge that it has sufficient and detailed information about technol-
ogy, its factors, supplies, and environment (that is, obligations, sites and
assets, the general characteristics of the school population, availability of
supplies and resources, and the regulations that apply). It may not cite any
of these elements to allege unforeseen circumstances or alteration of the
“economic equilibrium” of the contract.

There is no commitment to transfer a particular technology; in other
words, there is no obligation to copy the teaching model used in the con-
cessionaire’s original schools, but simply to contribute to the mission of
service and not have “unsatisfactory” results. Thus, the concession-holder
has ample leeway to adapt its technological know-how to the specific con-
ditions of the target population. The idea is to use the concessionaire’s
ability and accumulated knowledge rather than a predefined technology,
leaving it free to use resources it has in other establishments or adapt them
from third parties.

Inputs. The contract specifies the criteria to be considered by the governing
board in allocating available spaces: the children of poor people living in
the school district, respecting their right to equal opportunities. If there are
not enough children living near the school, the secretariat may refer others
from a similar background until the contract quota is filled. The concession-
holder must continue to accept pupils until the specified number is reached.
The population to be served by concession schools is characterized by a lack
of education; serious gaps in basic knowledge; and social conditions that
hinder learning, particularly violence within the family.

Although the model centers on results assessment, it also allows for
the monitoring of certain supplies. This is because some supplies, such as
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food and teaching materials, have a direct bearing on results. The con-
cession-holder must provide each pupil with one daily meal of a speci-
fied amount and quality. The secretariat conducts random daily quality
checks and submits a monthly report. It has the authority to carry out
these checks, but the concession-holder has civil liability. It must also pro-
vide children with educational materials according to certain guidelines
in the contract.

The model stresses quality, the achievement of shared and spe-
cific educational objectives, and the principle of equity. Administrative
efficiency is, to some extent, implicit in and regulated by the per capita
remuneration system; internal efficiency is an intermediary of quality as
directly measured by performance tests; and equity should be ensured by
the location of establishments and the pupil selection criteria mentioned
above.

Teachers. The concession-holder is free to choose and hire teaching staft.
Teachers must meet the legal requirements for their profession. Conces-
sion schools are autonomous centers and, as such, come under private law,
especially in employment matters. Teaching contracts are governed by the
Substantive Labor Code and in social security matters by Law 100/1993;
there is no other legitimate labor arrangement. Coverage by the Substan-
tive Labor Code means teachers do not benefit from the national Teaching
Statute, particularly the job security it confers, but they are paid in accor-
dance with the national pay scale for public school teachers.

Two aspects of private teachers’ professional relations should be
stressed in the context of concession schools. First, there is flexibility in
hiring and firing, which is consistent with the contract’s requirements con-
cerning results. Flexibility in hiring allows price and quality to be attuned
to the demands of the production plan, PEI, subject to given funding lim-
its. The school can apply the same assessment criteria to teachers as the
contract lays down for concession-holders. Second, the new contract not
only brings teaching staft into an employment relationship in which their
continued employment is linked to their performance, but also makes
them members of a project with clear social aims that they share and with
a motivational teaching approach. This is important because the incentives
arising from the new contract are not only related to the flexibility of the
employment arrangement, but also to building professional relationships
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that are conducive to learning and the acquisition of knowledge—which is
a key determinant of improvement in teaching quality."”

The non-economic incentives for teachers in concession schools
became apparent in the program’s early months. The extreme poverty and
emotional deprivation of the children under their care have led them to
identify strongly with the project. Indeed, this is one of the central tenets
of the concessionaire philosophy.

The challenge for concession-holders is to establish an employment
relationship that motivates teachers. The per capita remuneration scheme,
as initially defined, makes possible a payment and service approach that
rewards performance. However, it is important to foresee mid-term out-
comes if this margin were to be lost and the concessionaire had to keep
costs low by forgoing incentives and the prospect of guaranteeing results.
Promoting teachers along the pay scale may drive up costs beyond the
inflation rate. This is where the promotion system for public sector teach-
ers amounts to a constraint, since it also applies to the private sector but
the terms of employment do not. The concessionaire can exploit the flex-
ible employment scheme to periodically adjust staft conditions for per-
formance factors and build a model of continuity for the most committed
teachers.

Designing incentives poses a challenge to the concession-holder. The
need to keep real costs flat limits its ability to offer a career path to all
teachers, but it also has to guarantee an education process that delivers
the levels of achievement agreed to in the contract. Thus it must retain
and foster a core of highly motivated and capable teachers to set academic
standards for another smaller or larger group, whose members must regu-
larly be changed to prevent staff costs from becoming too high.

Economic Conditions. The value of the contract is not stated, but it can
be determined because it is a unit sum multiplied by the number of stu-
dents. Average annual remuneration per student came to about $475 in
1999. The amount is reviewed in line with each year’s inflation target
and adjusted when the official rate is known (in December or January),
so its peso value is preserved. It may also be recalculated for unforeseen

"This is one of the conclusions of recent empirical studies on the subject. See
Corpoeducacion (1999); DNP (1997 and 2000); and Sarmiento, Becerra, and Gonzélez
(2000).
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circumstances beyond the control of the concession-holder, in which case
the contract will be amended to restore economic equilibrium, and atten-
tion will be paid to the views of the independent assessor. Late payment
interest will be set at the highest rate.

Any surplus or loss is the responsibility of the concession-holder. The
use of surplus funds is regulated by the legal requirements for nonprofit
entities. If pupils drop out, the economic equilibrium can tilt in favor of
the concessionaire. Should any extraordinary profits arise as a result—
and subject to a favorable ruling by the independent assessor—this cir-
cumstance will trigger the relevant legal and contractual mechanisms to
redress the balance in favor of the Education Secretariat. In any case, the
secretariat will pay for the number of pupils specified in the contract, and
must refer additional pupils to meet the quota if the concession-holder
cannot find them. If one pupil leaves and another enters, there is no addi-
tional payment. Payment, ultimately, is not per student but based on the
total capacity of each school as contractually defined. This is why retention
rates are important. The quality of the infrastructure and staff, as well as
the food provided, should encourage attendance, while mandatory super-
vision should minimize the risk of inappropriate selection.

Concession schools can charge academic fees to pupils in line with the
framework in place for the public sector. Preschool and primary educa-
tion, however, are free. Any academic fees paid (not enrollment or board-
ing fees) must be equal to those set for state schools. Enrollment, board-
ing, and academic fees can all be charged at the secondary school level, as
in any state education institution. Concession-holders may keep revenues
raised from these sources.

Concessionaires can use their schools’ facilities, with the consent of
the Education Secretariat, to provide additional services to the educa-
tional community, other schools, or community service organizations,
provided contractual obligations are not affected. Such use should be the
exception, and should not be geared to increasing income on a perma-
nent basis. Any extra revenues raised should be used for students’ wel-
fare by improving assets and systems for educational use. Accounting
records must specify clearly which costs and investments are devoted to
such additional use. The idea is to remove any incentive to make com-
mercial use of the resources granted and of the fees paid for formal edu-
cation services.
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Concessionaires

As mentioned earlier, the selection criterion for the program was the edu-
cational quality of prospective service providers. The winners of the first
procurement round to administer 16 schools were three cajas de compen-
sacién familiar (family benefit societies) running schools in Bogot4, along
with the Don Bosco Education Foundation and the managers of the Gim-
nasio Moderno and Nuevo Retiro schools.

In Colombia, the cajas are private entities funded by 2 percent of the
payroll of private companies and public institutions. Their purpose is to
provide recreational, health, training, housing, and other services to affili-
ated workers. The three largest cajas are CAFAM, Comfenalco, and Col-
subsidio, all of which have extensive experience in formal and nonfor-
mal education, and are responsible for excellent centers in several cities,
including Bogota.

The Don Bosco Education Foundation is a Catholic organization
active in recent decades in developing educational initiatives in the poorest
areas of several regions of the country. It has wide experience in teaching
children and youth from the lower socioeconomic sectors. The Gimnasio
Moderno Foundation manages a school of the same name, an elite Bogota
institution with a long tradition of academic excellence. The Nuevo Retiro
Foundation also serves a student body drawn from high-income sectors
(table 4-2).

This first group of concessionaires had an additional advantage that
was not in the program: they were agents working for an objective, per-
haps not identical to, but certainly in line with that of the principal. The
concession brought two different “markets” on board: those of the cajas
and of churches, both of which have appreciated the opportunity offered
by the program to expand their influence in return for academic results.

A non-economic incentive, in terms of image and prestige, is impor-
tant for concession-holders such as the benefit societies, which are striv-
ing to deliver the best results and to consolidate their reputation for pro-
viding a non-elitist, quality social service. To some extent, the program
offers them a way to legitimize their function. There is potential for con-
cession-holders to emulate one another; later, traditional public schools
may want to do so as well.

The cajas consider their participation in the program to be in keeping
with their goal of contributing to the social development of lower income
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Holders of Colombia’s first 16 concession schools

No. of
Concession-holder District schools in concession schools
Colsubsidio Torquigua, Las Mercedes 2
Comfenalco San Vicente, San Cayetano, Nueva Roma 3
CAFAM Los Naran!os, La Esperanza, Bellavista, 4

Santa Lucia
G|mna5|9 L1 Arborizadora Alta !
Foundation
Don Bosco Education  La Estrellita, Parques del Campo, La 5
Foundation Joya, San José, Chuniza Famaco
Nuevo R.etlro Tintalito 1
Foundation
Prepared by authors.

groups. As private entities serving affiliated workers, their involvement in
concession schools is a continuation of their social endeavors, in which
they can invest their accumulated experience and skills but not their
financial resources. They see the experience of the concession schools as
a way to expand social opportunities available to vulnerable groups, help-
ing to create a fairer and more harmonious society, and shaping a more
functional city.

Concession-holders share the Education Secretariat’s belief that the
program’s success will broaden the education options open to citizens and
revitalize public education. Plainly, this is an additional, political reason
to perform well.

The concession-holders believe that working with the program’s target
public, drawn from the poorest sectors of the city, is both a challenge and
an opportunity. The coordinator of the CAFAM concession schools pro-
gram noted, “The school can bring a cultural change to families through
their children, thanks to the emphasis placed on education in values,
which is present in the school’s daily practice and experiences. Children
will experience a cultural contrast between the school and their family
setting” One concession-holder, Colsubsidio, even turned its schools into
centers of teaching research and innovation, in partnership with Javeriana
University.
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This willingness to meet the challenge of offering quality education
with a contractual commitment to results reflects the institutional think-
ing and organizational culture of the concessionaires, traits that suggest
their ability to generate learning, adaptation, and innovation—that is, to
mobilize for change.

Technological Advantages. Concessionaires possess a pool of knowl-
edge that is reflected in results. They start from a concept of the education
process anchored in a commitment to and identity with certain goals; this
provides unity and consistency to the process while reducing transaction
costs. They work with a proven technology; a clearly defined concept of
teaching; and projects revolving around human warmth, enjoyment, and
individual initiative. These are valuable characteristics in view of the vul-
nerability of the program’s target audience.

The concessionaires interviewed all had identifiable strengths in their
selection of teachers, whose continuity is based on a performance assess-
ment following clear-cut rules:

= The teacher knows the criteria on which his or her evaluation will

be based.

» Self-assessment and co-assessment predominate.

= Staff members are familiar with the standards expected and can

rate their own performance against them.

= Assessment is agreed upon, not imposed.

The managers interviewed agreed that the principal is the authority
in matters of discipline, but disagreed about the degree of autonomy he or
she should exercise (figure 4-1). For some, in line with the concept or style
of their organization, principals have relative autonomy within the pro-
gram, although in matters such as the termination of teacher contracts,
the program reviews the principal’s proposal. Others openly advocate
a centralized concept of the school relative to the concession-holder, to
guarantee results and put an institutional seal on the project. In any event,
all agreed on the need to promote teamwork among teachers.

Figure 4-1 depicts CAFAM’s organization; CAFAM operates four
schools under the concession program. It is presumed that the principals’
autonomy will increase as the schools develop. The concession-holder’s
infrastructure provides economies of scale in administrative functions.

This is only one possible way of distributing authority within a conces-
sionaire. Each concession-holder can explore forms of organization that
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Concession-holder organization: CAFAM

CAFAM Director Administrative support
in purchasing & finance

Strategic planning CAFAM Deputy Director
Head of Education Administrative
Department support & coordination

!

‘ Coordinator of the Concession

Schools Program

Los Naranjos La Esperanza Bellavista Santa Lucia
Principal Principal Principal Principal

Italics denote services provided by CAFAM.

Prepared by authors.

best fit its institutional philosophy and the idiosyncrasies of the schools it
runs. This section of the principal-agent chain (Education Secretariat -
concessionaire - school) does not allow confusion about the powers of
the service provider or sidetrack it from the process.

As to teacher qualifications, the concessionaires interviewed took
the same approach: young staft with experience in teaching vulnerable or
low-income groups, preferably involved in the past in educational innova-
tion projects and specialists in their respective areas. Teachers must make
a full-time commitment and work from 7 a.m. to 3 p.m. The principal
should have at least one specialization and several years’ experience.

Some of the teachers interviewed remarked that the credibility and
seriousness of the concessionaire were key sources of motivation, as was
the opportunity to take part in an interesting and well-defined teach-
ing project. Teachers prized the professional environment of conces-
sion schools, despite the attractive job security of the traditional public
system.

The teaching concept shared by all the concession-holders gives pri-
macy to values and affection, and then to knowledge: “first affection, then
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learning to read” A common theme in several projects was the idea of
educating for work.

Links with the Community. Part of the concessionaires’ purpose is to
make their schools a center for the social development of the surrounding
communities, attracting parents and other family members to the service
opportunities the school offers. Benefit societies are especially adept at
encouraging parental involvement in education, and some have formed
alliances with neighborhood action committees.

The participation of parents and the community in school governance
is supported by the Education Act. However, this participation may have
little real influence on the institution’s management. In principle, there
seems to be a potential for conflict between a governance mechanism that
involves power sharing with the concession-holder and a contract that
assigns economic consequences to its results.

Concession schools have wrought a change in attitudes that would
take much longer to secure in the traditional public school system. Any
visitor to these schools quickly appreciates the enthusiasm, affection, and
cheerfulness of pupils and teachers.

The Outlook for Concession Schools

The concession schools program marks a qualitative shift in approach to
the provision of state-financed education. It seeks not only to overcome
the constraints of the traditional public school model, but also to draw on
lessons learned from programs offering direct subsidies to pupils and the
purchase of spaces in private schools.

The program seems to be heading in the right direction to overcome
the principal-agent problems of state education by aligning the goals of
the principal (the district government) with the interests of the agent (a
private supplier). This alignment is underwritten by a contractual relation-
ship in which the product is painstakingly spelled out, results are given
consequences, mechanisms are put in place to monitor agents, and incen-
tives are introduced to motivate the agent to meet the principal’s goals.

Unlike traditional public education, or direct subsidies and vouchers,
or the purchase of spaces in private schools, the concession schools pro-
gram is clear in defining the attributes of the product both quantitatively
(number of children) and qualitatively (learning achievement as measured
by an agreed-upon benchmark). Moreover, mechanisms are set up to assess
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the product and to apply penalties in the event of noncompliance with con-
tract terms. An independent assessor acts as the arbiter of service quality.
For the first time, the right conditions prevail to create a culture of monitor-
ing educational quality with consequences for the service providers.

The program gives agents added incentives to meet the quality educa-
tion goals set by the Education Secretariat. Fifteen-year contracts guaran-
tee continuity to the suppliers and enable them to embark on long-term
education projects. Since pupil financing is ensured, interested education
institutions (innovative NGOs with a social agenda, religious organiza-
tions, benefit societies) have an opportunity to broaden the scope of their
activities and/or to legitimize them in impoverished areas where they had
little or no presence previously.

Competition among suppliers is another benefit. Not only are the best
suppliers chosen competitively, but if they fail to comply with the terms of
the contract, they are replaced. This is in contrast to traditional public edu-
cation, where competition is nonexistent, and to initiatives such as direct
subsidies or vouchers. There is no need to oblige families to switch from
one supplier to another, but rather to oblige the suppliers to move around
and justify their continuity with their results. In the education market
serving the lowest income sectors, it is unreasonable to assume that forc-
ing consumers to “shop around” among suppliers will cause schools to
compete in terms of quality. The solution is to establish results-oriented
incentives by ensuring that service providers in public establishments are
replaceable. Supply moves rather than demand.*®

The program is designed to tackle the most pressing management prob-
lems of traditional public schools: weak managers, the inability to choose
teachers and administrative staff, the rigid employment scheme of public
sector teachers, a dearth of basic supplies for schools to function, depen-
dence on educational bureaucracies for all administrative requirements,
the politicization of the sector, and the trade union’s influence over it. Since

'80ne of the strategic strengths of the concession program is that it counteracts
the idea implicit in direct subsidy schemes that markets emerge of their own accord
and need nothing more than a number of consumers “with money in their pockets”
(that is, without the concurrence of institutions that can facilitate a competitive trans-
action). The market needs to be created, and the concession format seems to hold out
the possibility of one operating under competitive conditions. Among the most prom-
ising aspects of the Bogota program is that it is a step toward a competitive transaction
in which everyone can win, even in poor contexts with deficient social capital.
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concession school infrastructure is public property, the element of choice
lies preciselyin the management. Concession-holdersare free to hire princi-
pals, teachers, and administrative staffand to acquire the supplies they need
to get results. They are experienced, successful educational administrators
transferring and adapting their knowledge to a new context. They not only
have the operational flexibility of private suppliers, but they largely escape
the political pressures of patronage and the activism of the teachers’ union.

As with direct subsidies or the purchase of private school spaces, the
concession program works on the basis of a payment per enrolled pupil.
The unit cost is based on a basket containing not just wages but also funds
for textbooks, educational materials, and food. While traditional public
education continues to finance inputs, the Bogota program is designed to
finance results, at a lower unit cost than the official sector and while pro-
viding a full day of classes (much more than the traditional public schools,
which work on a split-shift basis).

Direct subsidies and the purchase of private school spaces were a fast-
track method—and less expensive than the traditional public system—
to expand educational coverage in various areas of the country. But they
have suffered problems of quality and continuity. For example, direct sub-
sidies and the purchase of school spaces failed to capture the interest of
private actors ready to make the investments in infrastructure and equip-
ment needed to ensure educational quality. As to continuity, most of these
experiences have suffered as a result of the fiscal problems of regional and
municipal governments during the recent economic crisis. The conces-
sion schools program, by contrast, has found a dual-track method to gar-
ner high-quality private suppliers: the district government provides qual-
ity infrastructure and facilities, and it offers a contractual guarantee of
long-term financing.

The concession schools program is additional proof that the old
dichotomy between public and private education should be overcome. By
taking positive elements from both systems, this experiment has created a
wholly new model with much potential. The Bogota experience is a kind
of laboratory that offers the country and the region a rare opportunity to
explore the possibility of forging public-private alliances for the manage-
ment of education services in marginal areas.
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CHAPTERS

THE PRESENT AND FUTURE OF PRIVATE
EDUCATION IN GUATEMALA

Jorge Lavarreda, Vilma de Liti, and Manuel Menjivar*

In Guatemala, education is a right guaranteed by the state to all citizens;
article 71 of the country’s 1985 constitution mandates that the state provide
education and make it available to everyone without distinction. Further,
article 73 guarantees parents the freedom and right to choose the kind
of education to be given to their children. In accordance with this man-
date and with Executive Law Decree 114-97, the Ministry of Education
(MINEDUC) must be responsible for “all matters concerning the appli-
cation of the law to school and extracurricular services for the education
of Guatemalans.” To that end, it must “devise and administer education
policy, ensuring the quality and coverage of public and private education
services, as provided by law” Because private institutions are recognized
providers of education services, the state must confine its participation
to those functions not performed by private initiative (subsidiarity prin-
ciple). This is made explicit by article 118 of the Guatemalan constitution,
which reads: “When necessary, the state shall act to supplement private
activity”

Guatemala has a high illiteracy rate. According to the 2002 National
Population Survey conducted by the National Statistics Office, 31 percent
of the population aged 15 and over was illiterate, with an 18 percent rate
of illiteracy in urban areas and 44 percent in rural. The country also has
problems with its educational coverage and quality, which makes it vital
to study ways to move the system forward using private establishments as
part of an overall response to these shortcomings.

*Jorge Lavarreda (coordinator) is the president of Guatemala’s National Eco-
nomic Research Center (CIEN). Vilma de Lit and Manuel Menjivar are consultants
who have collaborated with CIEN.
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This chapter begins with a description of the current state of educa-
tion in Guatemala. It then analyzes the private education sector' from the
standpoint of the actors involved, using information gathered from sur-
veys of private school principals and parents, interviews with MINEDUC
officials, and information furnished by the ministry and individuals or
agencies working in the field of education. The final sections present the
conclusions drawn from the research and some recommendations for the
future.

Profile of Education in Guatemala

Population Features

Estimates by the National Statistics Office put the country’s population
at 12.4 million in 2004. About 23 percent of the population lives in the
department?® of Guatemala, mostly in the capital. Guatemala has a youth-
ful population, with as much as 54 percent in the 0-19 years age range. It
is a multilingual, multicultural society. Although the official language is
Spanish, residents also speak 21 Mayan tongues, Xinca, and Garifuna. In
2002, 52 percent of the population was living in rural areas, and 40 per-
cent belonged to indigenous groups. Guatemala has one of the highest
illiteracy rates in Latin America (31 percent in 2001) and one of the low-
est gross enrollment rates in primary, secondary, and higher education
combined (57 percent in 2000-01) (UNDP 2003). Data from the coun-
try’s 2003 National Household Income and Employment Survey found a
24 percent illiteracy rate in the labor force. These low rates of education
and literacy lead to low productivity, which in turn impairs the country’s
global competitiveness and limits human development.

The Education System’s Legal Framework

The Guatemalan constitution, written in 1985, establishes that all peo-
ple have the right to education. Despite this constitutional mandate, the

"For purposes of this chapter, private education sector refers to the establishments
so classified by MINEDUC through its Information Technology Unit. It has become
apparent, however, that this classification is unrelated to the source of financing or to
the school’s management model.

%A department is the main territorial administrative unit in Guatemala, equiva-
lent to a state or province in other Latin American countries.
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National Economic Research Center (CIEN) estimated that in 2003,
approximately 800,000 children aged 7 to 15 were not attending school.?

The country’s education system is regulated by the National Education
Act (Legislative Decree 12-91), which has been in force since January 12,
1991, but for which no implementing regulation has yet been written.*

The act defines private schools as “establishments run under private
initiative that offer educational services in accordance with the regula-
tions and provisions approved by the Education Ministry...” They must
operate under the terms set forth by the country’s constitution (article 73)
and are “subject to an authorization granted by MINEDUC when they
meet the conditions laid down in the specific regulation.”

Although the act states that “MINEDUC will draw up an implement-
ing regulation to govern the operation of private schools,” no regulation
has yet been issued, leaving a legal vacuum that is currently filled by the
requirements of the Education Act of 1977 and MINEDUC’s 1988 Circu-
lar 9-88, “Documents to Be Enclosed with Applications for the Establish-
ment and the Initial or Renewed Operation of Private Schools” Beyond
these, the rules governing private education are scattered among various
laws, government resolutions, ministerial resolutions, and internal MIN-
EDUC circulars; thus, it is not easy to become familiar with and imple-
ment them correctly.

Structure of the Education System

The National Education System is made up of MINEDUC, the educational
community, and both public and private sector educational establish-
ments. The system was restructured during the 1990s when the National
Education Act of 1991 set it on a new course and established two subsys-
tems: the Formal School Subsystem and the Informal School or Parallel
Subsystem.

The Formal School Subsystem. This framework for education deliv-
ery in schools is organized into levels (initial, preschool, primary, and

*The CIEN estimate was based on student enrollment figures from MINEDUC
and population projections by age group from the National Statistics Office.

*Article 105 of the act sets a limit of 60 days from its passage for the drafting and
approval of implementing regulations; article 106 states that “the educational regula-
tions in place when this law is enforced shall continue to apply unless they are contrary
to its terms.”
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secondary), cycles (lower and upper at the secondary school level), grades,
and stages (intensive learning for adults), with study programs structured
around curricula devised in a flexible, gradual, and progressive manner
and geared to national education goals (figure 5-1).

Structure of the Guatemalan formal school subsystem

| FORMAL SCHOOL SUBSYSTEM |
I

[ 1
REGULAR EDUCATION || ADULT EDUCATION

Initial Level - 3 years Primary Level ||
(ages 0-3) 4 years, 4 stages
Preschool Level - 3 years First Stage
m (ages 4-6) 1st grade =
Pre-K, kindergarten, & preparatory (1 year)
\\ A. Preschool Nursery (Spanish) Second Stage
B. Preschool Bilingual (Mayan 2nd and 3rd grades u
languages, Garifuna, or Xinca) (6 months each)
Primary Level - 6 years Third Stage
u (ages 7-12) 4th and 5th grades u
1st, 2nd, 3rd, 4th, 5th, & 6th grades (6 months each)
Secondary Ed - 5 or 6 years Fourth Stage
(ages 13-17 or 18) 6th grade L
(1 year)
Lower Secondary - 3 years
B (ages 13-15) Secondary Education
7th, 8th, & 9th grades (Middle school) =
2 years, 2 stages
Upper Secondary - 2 or 3 years
— (ages 16-17 or 18) First Stage - 1 year
10th, 11th, & 12th grades 1st and 2nd middle school
(6 months each)
Higher Education
7 Technical/University Second Stage - 1 year
(ages 18 or 19 upwards) 3rd middle school

Legislative Decree 12-91; design by CIEN.
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The Informal School Subsystem. Informal education is guided by didac-
tic-pedagogical principles, but does not follow a strict order of grades or
ages or a rigid system of knowledge acquisition. Rather, the aim is to train
students to develop their own social, cultural, and academic skills. Such
schooling is designed for population groups that have been excluded from
or lack access to formal school education.

The Academic Year and Daily Schedules

The ordinary academic year in both the public and private sectors starts in
January and ends in October. Some schools continue classes into Novem-
ber, and a very small number follow the U.S. system (September to May).
MINEDUC requires a minimum 180-day academic year. As to hours,
schools are divided between those offering a single shift and those offering
a double shift. Single-shift schools can have morning, evening, or night
hours.

The directors of each education level approve the school schedule in
line with the recommendations of supervisory staff on the basis of the
particular demands arising from the geographic and socioeconomic con-
ditions of each region. Interestingly, the academic year is longer in pri-
vate schools than in public. This is partly because public schools have
very little supervision (especially in rural areas), so teacher absenteeism
is more widespread. Conversely, the tighter control exercised over private
and National Program for Educational Self-Management (PRONADE)
schools means less teacher absenteeism and fewer school days lost during
the academic year.’

Courses and Programs

The goals of Guatemalan education, and therefore its component courses
and programs, focus on the student as the center and subject of the edu-
cational process. As stated in the National Education Act, the aim is to
provide “an education based on human, scientific, technical, cultural, and
spiritual values that form the whole individual, prepare him to be part
of the world of work and the community, and open up opportunities for
social advancement” MINEDUC, through the National System of Human

SPRONADE schools are discussed in box 5-1.
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Resource Improvement and Curricular Adaptation (SIMAC),® has been
responsible for updating the curriculum for the past 15 years. Since 2001,
the Education Development and Quality Directorate was created within
SIMAC to reorient its original goals. Some of the plans and programs con-
sidered current, however, date back to 1969 and are known as the subject
curriculum. In 1997, MINEDUC devised a better organized and more
refined version of the Curricular Guides and Methodological Guides for
the Primary Education Cycle (which covers the last year of the preschool
level and grades 1, 2, and 3) and the Supplementary Education Cycle (which
covers grades 4, 5, and 6), incorporating recommendations by specialists
from teacher training colleges and the public; these were garnered through
a conference on the subject organized by SIMAC in 1991. With their experi-
mental, dynamic, and functional approach, combined with their size and
substance, the guides should be viewed as primers with a training approach.
The core proposal has been termed a process-centered curricular guide.

In 1998, the Commission for Educational Reform published the paper
“Design of Education Reform.” In 1999, the Consultative Committee for
Education Reform unveiled its “Long-Term Plan for National Education,
Preliminary Version.” In 2002, this same committee, in conjunction with
MINEDUCG, organized the National Dialogue and Consensus for Educa-
tional Reform, one of whose aims was to reach an agreement on trans-
forming the curriculum.

The private sector enjoys some degree of freedom in terms of both
curricular design and supervision. This flexibility, and the nascent national
learning assessment system (discussed later in this chapter), has led to a
proliferation of vocational courses at the secondary school level in private
schools (e.g., offering upper secondary level instruction in cosmetology
and municipal administration, and specialist training in policing tech-
niques, typing instruction, and radio and television); 162 of these courses
were officially recognized by MINEDUC as of 2000. As a result, students
often have a bewildering array of subjects from which to choose.

This rush to introduce new courses has done little to improve the
quality of schooling. The placement and admission exams that stu-
dents must take for entry to universities show a decline in academic

SSIMAC was founded in 1989 with technical support from the Dutch government.
This ministerial department is responsible for the ongoing improvement and updating of
the school curriculum and for the ministry’s human resources. See MINEDUC (1999).
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performance over the 1996-2000 period. In 2004, only 17 percent of the
high school graduates who took the test achieved a satisfactory result.
Applicants’ low scores have led some university rectors to suggest that the
private education system (from where most university students come) is
experiencing a serious crisis of quality.” Successful students mostly come
from private schools rooted in some kind of tradition (religious or lay
schools with a personalized and/or Americanized study system). Thus,
both the private and public sectors are in need of an overhaul, not just in
their study plan but across the entire curriculum.

Education Institutions

The National Education Act groups schools into three basic categories:
public, private, and cooperative. The Information Technology Unit of
MINEDUC further classifies schools based on their sources of funding
and form of management (table 5-1 and box 5-1).

Types of schools in Guatemala by funding and management

Sector School Funding Management
Traditional Total public Public
Municipal Total public Public

Public
Cooperative Partial public  Public
PRONADE Total public Public

RON Private for-profit & nonprofit ~ Total private  Private
rivate
Subsidized nonprofit Partial private  Private

MINEDUC, Information Technology Unit, n.d.

7“Private schools are responsible for the failure of thousands of students who

could not enroll at the San Carlos University, since they did not pass the entry exams
because of their lack of knowledge,” this rector noted (Al Dia 2000). The secretary gen-
eral of Del Valle University, interviewed by CIEN, remarked that the failure of students
stems from the existence of numerous courses of substandard academic quality offered
in the private sector. The head of admissions in the Economics Department, the head
of guidance at Francisco Marroquin University, and the director of the School’s Guid-
ance Program at Mariano Gélvez University agree that each year’s entering students
from both sectors perform poorly in mathematics and language (especially the latter).
These impressions were recorded in interviews conducted in November and Decem-
ber 2000.
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Cases of Government-Community Partnership

Cooperative Schools

Definition: Nonprofit establishments under departmental and municipal juris-
diction that meet educational demands at different levels within the school
subsystem. In 1999, there were 130 such schools in place.

Financing: Provided by municipal government, parents, and MINEDUC.

Structure: Cooperatives are organized and run by the local council, teachers
wishing to participate, and members of the parents’ association.

PRONADE Schools

Definition: MINEDUC program whose mission is to improve the coverage and
quality of education services and extend the reach of primary education in
rural areas. PRONADE supports the organization and operation of self-man-
aged rural schools.

Financing: Provided mostly by MINEDUC, but the program has also received
financial support from international agencies, including loans from the World
Bank and donations from the German bank KFW. Its management strategy is
social decentralization with local community administration.

Structure: PRONADE is organized and managed by the following bodies:

The Executive Unit in Guatemala City is in charge of program coordination.
Education Service Institutions—private institutions, foundations, and
national and international nongovernmental organizations—are entrusted
by MINEDUC with identifying, organizing, and formally constituting Edu-
cation Committees in each community; training committee members

and the teaching staff of program schools; and monitoring and compiling
information on self-managed schools and the communities they serve.
Education Committees have general management responsibility for the
education process—i.e., hiring and paying teachers, providing food, buy-
ing school materials, supervising the attendance and performance of
teaching staff and pupils, working in partnership with the community, and
deciding on the school calendar and daily schedule.

Legislative Decree 12-91 and MINEDUC (2000).
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During the 1991-

2003  period, private Number of public and private schools

schools  outnumbered by education level, 2003

public schools at both

the lower and upper lev- Level Public Private

els of secondary educa- Preschool 8,727 1,917

tion (table 5-2). Primary 14,274 2,335
Lower secondary 1,400 2,185

Authorization and Upper secondary 271 1,675

Termination of

Private Schools Because MINEDUC records data on a by-level,

rather than by-school, basis, the total numbers of
Each departmental edu- public and private schools may be overestimated.

cation directorate in the MINEDUC Yearbook 2003.
country is responsible

for authorizing the operation of and any changes to private schools within
its jurisdiction, in accordance with current legislation, and for supervising
their administration and the quality of education they impart. Applica-
tions to open a private school must be approved by educational supervi-
sors on the basis of a favorable report from the departmental directorate
and from SIMAC (figure 5-2). Supervisors have no deadlines for making
their visits and issuing their reports, and the authorization process can
take several months. Each departmental directorate has an academic con-
trol unit, whose duties include ensuring that all requirements for open-
ing a private center are met (box 5-2). The hardest conditions to fulfill
are generally related to the quality of the teaching staff, health and safety
standards, and registration with the Teacher Qualification Board to set
wage levels.

The application process has no fixed deadlines either for the submis-
sion of documents or for making a decision on the application. Some
changes were introduced in 2000 (at least in the Guatemala Departmental
Directorate) to hasten the authorization and start-up of private schools.
Although no strict deadline was set for completing the process, the rules
say that decisions should be issued within 15 to 60 days.

Private schools may be closed by the owners or by order of the MIN-
EDUC authorities when some serious infraction has been committed.
In the former case, the interested party must give written notice to the
departmental directorate stating the reasons for the closure, and must turn
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Procedure for authorizing a private school’s establishment

Review by district supervisor:

- Visit site

« Issue report authorizing or
denying school’s establishment

« State conditions for school’s
operation

4L

MINEDUC/departmental education
directorate receives application file
together with supervisor’s report

Interested party submits application
to academic control unit of
departmental education directorate

Application analyzed by educational

development unit:

« Checks that no requirement has
been omitted

« Verify information

4L

If information is missing or any
requirement is not met, notice is
sent to school asking it to remedy
the situation

Once file is complete, analyst and
head of academic control approve
application:

«+ Inschools offering middle & high
school education, programs must
first be reviewed by SIMAC

« Inschools providing teacher
training, the schools’ planning
unit & directorate of general edu-
cation must also grant approval

4L

Departmental directorate approves
school

Ministerial resolution issued
approving the school

r Jr a7  JL

Government Resolution 13-77, Regulations to the National Education Act;
design by CIEN.

over all administrative documents as well student transcripts. This process
must begin six months before the start of the new academic year. In the
latter case, any anomalies detected by school supervisors are entered in a
technical-administrative file set up for the purpose of evaluation. This file
is examined by the departmental directorate, which may order the school’s
temporary or permanent closure.
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Conditions for School Authorization

Anyone seeking authorization to operate a private school in Guatemala must
present an application to MINEDUC certifying, among other conditions, the
following:

That the technical director is Guatemalan, and is either a qualified teacher
or a university graduate in education who complies with the conditions
of Legislative Decree 1485 Provisional Statute of Central Government
Employees on the Status and Qualifications of National Teaching Profes-
sionals; and that the administrative director has education experience.
That principals have good reputations and legal standing.

That the buildings, facilities, materials, and furnishings meet the relevant
pedagogical conditions and health standards.

That a description is given of the education services offered, the principles
and guidelines under which the center will operate, the maximum number
of students per grade, and the price of educational services.

That teachers are qualified to practice in state-run establishments. Foreign
staff must also fulfill the provisions of the Employment Code.

That the school will comply with all laws, regulations, and specific provi-
sions of Ministry Circular 9-88 (1988).

Forms available from the Guatemala Departmental Education Directorate.

Closure of public schools is at the discretion of MINEDUC and
tends to occur in response either to budgetary concerns (as with the now
defunct teacher training colleges) or to a shortage of teachers (especially
in rural areas).

School Fees

The Education Act states that private schools may only charge the fees
explicitly authorized by MINEDUC. They are also prohibited from
demanding any additional contributions for education services in the form
of vouchers, donations, or other fees. Schools may only apply to increase
their authorized fees by up to 15 percent every three years. The setting and
approval of school fees and the authorization of increases sought by pri-
vate establishments depend on the economic status of the school popula-
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tion and the kind of service offered. In practice, the school owners set the
amounts to be paid (enrollment and monthly fees), subject to the approval
of the departmental education directorate.

Because of the cap imposed on school fees, private schools must find
other ways to cover their operating costs; they generally do so by charg-
ing for extras such as educational materials, textbook sales and rentals,
uniforms, school buses, insurance, etc. These extra charges average from
between $20 to more than $65 per student per year. Research has shown
that although school fees have a legal limit, compliance with this limit is
rarely checked unless a parent lodges a complaint. Nor are figures avail-
able for such cases, since complaints are not entered into a database.

Public establishments are prohibited from assessing extra charges, but
they reportedly disregard this rule.?

Hiring, Paying, and Training Teachers

Teachers in private schools are entitled to minimum wage and benefit
rights, according to the constitution. Beyond that, each private school
makes its own rules on staft hiring, wage levels, and the criteria that deter-
mine them. Wage levels vary depending on negotiations between employ-
ers and teachers, and each candidate’s specialization and years of experi-
ence. A survey of principals and parents conducted by CIEN in October
and November 2000 (discussed in the next section of this chapter) shows
that private sector monthly salaries during this period ranged, in most
cases, from $129 and $180 at the lower end to $643 and $771 at the high
end. The higher salaries were paid to staff with a substantial level of spe-
cialization at the bachelor’s or master’s degree level in a given subject.

There is no standard promotion system in private education. Teach-
ers have the right to be graded by MINEDUCs Staft Rating Board and to
be assigned a level on its scale; while working in the private sector, how-
ever, they are not entitled to the economic benefits associated with their
accredited level.

Teaching performance is generally not a factor in staff pay. The PRO-
NADE experience indicates that teachers in this program perform bet-

8There have been cases reported of public schools where parents have to pay
about $7 per child (annual fee) at the start of the year for school repairs ($4.50), main-
tenance ($1.30), and supplies ($1.20). Despite what the law says, MINEDUC is not
informed of these first two charges. The third is set by mutual agreement between the
school and parents.
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ter than those in traditional public schools because they come under the
direct and regular supervision of the parents hiring them. However, work-
ing in traditional public schools is attractive for teachers because they can-
not be removed from their posts under the terms of Decree 14-85, and are
subject to much less supervision than their private sector colleagues.

In both the public and private sectors, teaching quality and pay seem
to have moved apart substantially over time.” Consequently, permanent or
on-the-job training and better incentives should be implemented.

Educational Oversight

Article 72 of the Education Act stipulates that educational supervision is
a technical-administrative process of advising, guiding, monitoring, coor-
dinating, and evaluating the teaching-learning process in the National
Education System. A diagnostic study conducted by MINEDUC in 1998
with the support of the Rafael Landivar University pinpointed the main
difficulties of the supervisory system. Although the duties it should dis-
charge were technical-pedagogical as well as administrative, in practice
the latter took up all the supervisors’ time. Basic technical functions such
as research, planning, guidance, and assessment had almost no place in
supervisors’ daily work (MINEDUC 2000). The supervisory process in
private education was further hampered by a lack of personnel. There were
13 supervisors in the Guatemala Departmental Directorate in 1999, with
each supervisor responsible for 200 to 500 schools. MINEDUC is cur-
rently looking at ways to restructure the educational supervision system.

Financing

The government launched a modernization drive in the 1990s, which
gave private initiative substantial involvement in MINEDUC’ plans.
At the same time, more central government funds were allocated and
spent under the Education, Science, and Culture budget line (table 5-3).
Although the percentage of gross domestic product (GDP) earmarked for
education has been rising, it is still necessary to increase support to keep
pace with projected demand.

MINEDUC granted subsidies to nonprofit private institutions as a
complementary strategy to extend coverage. This opened the door to alter-

°See MINEDUC and Consultative Committee on Education Reform (2000),
pp- 29-30.
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Public education budget compared to GDP and total government
expenditures, 1996-2004

Total
central Education, Science,
Nominal gov't and Culture MINEDUC
GDP expend. expenditures expenditures
millionsof millionsof millionsof % % millionsof % %

Year quetzals quetzals  quetzals total GDP quetzals total GDP
1996  95,613.9 9,914.4 1,5046 152 1.6 12706 128 1.3
1997 107,9155  12,618.2 1,9000 151 1.8 12826 102 1.2
1998 121,687.7 16,637.0 2,617.1 15.7 22 1,690.9 10.2 1.4
1999 133,577.3  19,239.2 3,285.3 171 25 21436 111 16
2000 149,743.0 19,801.2 36292 183 24 2,5340 128 1.7
2001 164,870.1 22,182.2 4,445.3 200 27 3,062.1 13.8 1.9
2002 181,996.4 23,5124 45979 196 25 3,157.8 134 1.7
2003 196,396.3  27,542.1 5172.1 188 26 33867 123 17
2004 2183325 27,0694 5,334.7 19.7 24 3,691.0 13.6 1.7

The quetzal-dollar exchange rate varied from 6.4 quetzals to the dollar in 1996 to
7.9 quetzals to the dollar in 2004.

Bank of Guatemala Statistical Bulletin, n.d.; Ministry of Public Finances,
National Budget Income and Expense Account, n.d.

native forms of partnership financing to ensure that people participated
in the education system and encouraged innovations in education reform.
Subsidies to private schools began officially in 1997, although some prec-
edents, involving presidential resolutions, date from 1995. Obviously, real
costs remained significantly higher several years later. For schools serv-
ing displaced populations, by contrast, the subsidy per pupil is equal to
the average cost per pupil at traditional public schools. Other educational
institutions receive a percentage of what they sought from MINEDUC,
depending on the area, sector, and real needs that are identified. Subsidies
are calculated on a per student basis, but are earmarked (at least on paper)
for the payment of teacher salaries. The amount paid—at least in the case
of Association of Mayan Secondary School Education Centers (ACEM)—
covers only 13 percent of the salary of a preschool teacher, 30 percent of
that of a primary school teacher, 43 percent that of a middle school teacher
(for nine months only), and 36 percent that of a high school teacher. In
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some cases, however, a proportion of the subsidy is used for other operat-
ing expenses or school improvements, such as administrative staff sala-
ries, maintenance, technical expenses, and training.

As of 2001, MINEDUC launched another mechanism, wage subsidies
per teacher, granting 90 percent of the wages budgeted for traditional pub-
lic school teachers to institutions providing all services free or at a negli-
gible rate, and engaging in innovative educational practices (for instance,
Fé y Alegria).

Rather than call this financing a subsidy, the authorities at MIN-
EDUC’s Unit for National and International Cooperation prefer the term
“partnership agreement.” Payment is collected when schools receive notice
from the departmental directorate that a check has been issued. Onsite
internal (financial) audits must be conducted at least every two years in
schools serving fewer than 1,000 pupils and every year for schools with
more than 1,000 pupils. Agreements have a fixed duration (from three to
five years) and can be renewed with MINEDUC approval.

By 1998, the subsidies program was covering nonprofit institutions at
the preschool, primary, and secondary school levels in at least eight of the
country’s departments, providing education to children from low-income
families in rural and marginal urban areas. These schools also made an
important contribution to educational quality by experimenting with par-
ticipatory methods and forms of teaching more attuned to a multilingual
and multicultural country like Guatemala. Among the institutions that
have made the greatest contribution in this respect, in addition to PRON-
ADE and the cooperative sector, are Fé y Alegria, the Don Bosco Educa-
tion Foundation, the Talita Kumi Center, and ACEM’s rural area centers
(47 bilingual schools in communities of returning displaced persons).

The previous administration, far from supporting schemes that
improved the administrative management of education funding, opted to
recentralize it and to minimize the role of private initiative. For instance,
educational service institutions had their teacher training authority with-
drawn in 2000; they were slated to disappear altogether, with their work
transferred to departmental directorates.” The 2001 state budget, more-

'0F] Periédico (2001) reported that PRONADE “will run a pilot scheme to evaluate
options for carrying on the work of the Educational Service Institutions... The [German
bank] KFW representative said that of the more than 2,500 projects they support world-
wide, only eight have been accorded a perfect rating. PRONADE is one of them?”
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over, although it allocated more funding to education, cut funding for pre-
cisely those successful programs run in partnership with private initiatives,
such as PRONADE and the National Literacy Committee (CONALFA)
(table 5-4).

MINEDUC budget, 2000 and 2001 (millions of quetzals)

2000 2001

Entity Sought Approved Sought Approved
MINEDUC total budget 2,692.3 2,692.3 3,776.0 2,795.3
PRONADE 331.0 179.0 383.0 150.0
NEUEE ISy n/a 35.0 75.7 25.0
Movement

CONALFA 55.1 56.7 200.0 88.0
Contribution to n/a n/a 34.0 25.1

cooperative education

n/a = not available

Congressional Decrees 47-99 and 85-2000.

The cutbacks in PRONADE’s budget left thousands of teachers and
pupils in rural areas unsure about their 2002 learning cycle. The actions
of the MINEDUC authorities toward PRONADE suggested a move to
recentralize the administration of funds.!' A total of 39 institutions in the
capital and the interior received financial support in 2000, and an increase
of approximately 15 percent had been projected for 2001. Nonsubsidized
private schools mainly financed themselves through school fees and occa-
sional donations. Costs per pupil are almost double those in the public
sector. The number of pupils per class is smaller, except in the large, tradi-
tional schools which have between 40 and 50 students per class.

Tn an interview with CIEN in December 2000, the MINEDUC head of Mod-
ernization and Decentralization remarked that the ministry had centered all its atten-
tion on the “modernization process” begun during the previous administration and on
the literacy movement. It is clear, however, that the modernization process, as it now
stands, is geared more to a “deconcentration” in PRONADE’s case than to decentral-
ization with private enterprise involvement.
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Tax Treatment

In Guatemala, private schools are constitutionally exempt from all kinds of
taxes. Higher education, both public and private, also enjoys a wide range
of benefits. In theory, then, all private schools, whether for-profit or not,
plus universities should be fully exempt from the following taxes: personal
income tax, value-added tax, property tax, and corporate income tax. In
fact, the only law that specifically grants exemption for both private non-
and for-profit schools is the property tax law.'* In sum, while public and pri-
vate universities are not liable for any kind of tax, private for-profit schools
must pay the personal income tax, value-added tax, and corporate income
tax."?

Coverage

Education in Guatemala was in the hands of the church in the 16th, 17th,
18th, and first half of the 19th centuries. It was the declaration of Central
American independence in 1821 that established public instruction as com-
pulsory, free, and secular. This declaration did not stop individuals from
founding more private schools, however. The situation changed radically
during the Liberal Reform (1871-98), when private education was eclipsed
by public schooling. The dictatorship period that followed brought the mili-
tarization of education and a new increase in private schools. Finally, the
revolutionary decade (1944-54), and the counterrevolution and civil con-
flict that ensued, sowed the seeds for the democratization and development
of an education culture and the growth and expansion of services, both pub-
lic and private. Also at this time, the legal foundations were laid for educa-
tional activity. Note that universal primary education has been sought in all
periods from independence to the present day without ever being achieved.
Coverage at all educational levels remains low (table 5-5).

2Article 12 of the Property Tax Decree (Decree 15-98) states:

For the purposes of this tax, the following entities shall be exempt from any liability
in respect of real property: ...4. San Carlos University and other universities legally
authorized to operate in the country; 5. Duly authorized religious entities, providing
the real property is used for the purposes of worship or for educational or social wel-
fare services, and that such services are open to all and free of charge; 6. Private Edu-
cation Centers devoted to teaching, which follow official programs and study plans; 7.
Professional associations. ..

In one of the surveys conducted for this study, some school principals reported
paying personal income tax, value-added tax, and property tax.
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Net rates of schooling, 1995-2003

Level 1995 1996 1997 1998 1999 2000 2001 2002 2003
Preschool 19.8 20.7 227 247 328 375 413 419 442
Primary 69.2 69.1 725 77.7 81.1 843 851 87.5 89.2

Lower secondary 203 199 204 203 214 240 284 275 289
Upper secondary 113 113 121 122 127 150 158 167 173

MINEDUC Yearbooks 1995-2003.

There was no significant change in educational coverage until 1997.
Table 5-6 shows the marked advance that occurred from 1998 onwards,
concentrated in the preschool and primary levels, which are served mainly
by the public sector. These improved indices stem from MINEDUC’s
coverage enhancement policy, which devotes special attention to rural
areas, the schooling of girls, and bilingual and intercultural education.
Enrollment in the middle and high school levels of secondary education
remained much the same as in previous years. The strategy to extend cov-

Private sector share of total enroliment by level, 1995-2003

Lower Upper
Preschool Primary secondary secondary
Total % Total % Total % Total %

Year enroliment private enrollment private enroliment private enrollment private
1995 208,870 329 1,496,429 16.9 246,056 45.7 125,866 74.1
1996 217,748 31.7 1,535,127 16.8 246,622 45.1 128,638 73.9
1997 222,703 304 1,567,493 16.3 252,171 440 132,156 744
1998 245,831 279 1,707,425 159 259,580 445 139,507 74.7
1999 308,240 21.6 1,844,987 14.9 288,621 454 146,291 75.8
2000 351,825 19.6 1,936,738 128 343,033 47.2 160,851 755
2001 387,585 19.3 1,999,309 12.8 373,163 46.7 174,750 75.9
2002 393,728 193 2,105,613 119 414,324 472 194,096 74.7
2003 399,842 19.8 2,195,929 122 444345 469 210,225 737

MINEDUC Information Technology Unit; CIEN estimates.
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erage at the preschool and primary levels was spearheaded by PRONADE,
which by 2003 was serving 386,544 children in rural areas (MINEDUC
Yearbook 2003). PRONADE makes a sizable contribution to national edu-
cation coverage. With this program in place, the gross rate of schooling at
the primary level rose from 86.8 percent to 99.8 percent in 1999 alone.

The private sector has a significant share of enrollments, but the trend
is downward. Specifically, in the 1995-2003 period, the private sector share
of preschool and primary level schooling dropped, although its share of
lower secondary school enrollment rose slightly. The private sector caters
mainly to students in secondary school.

A glance at the initial enrollment for the study period (1995-2003)
shows that traditional public and private schools accounted for most stu-
dents—a combined 96.8 percent in 1995 (1,990,580 children). By 2003,
their share was down to 84.0 percent (2,704,000 children), with PRO-
NADE, accounting for 12.0 percent of enrollment (386,544 children).
Cooperative-run schools enroll approximately 18.3 percent of the chil-
dren in secondary education.

Quality

The concept of educational quality has been expressed in different ways.
For some experts, educational quality goes beyond internal efficiency indi-
cators (repetition, completion, and dropout rates). Instead, they define a
quality education as one that is useful for the people who receive it because
it meets their needs, teaches them to solve problems, and thereby improves
their living standards.'* Thus, traditional efficiency indicators tell only part
of the story about the shortcomings of the education system.

The private sector maintained a 5 to 10 percent lead in comple-
tion rates over the public sector for all educational levels or cycles in the
period 1995-99. These rates, however, were extremely low in both lower
and upper secondary school for both public and private institutions. The
completion rates in preschool and primary levels remained substantially
unchanged over the same period, while those of lower and upper sec-
ondary school moved up slightly. Dropout rates held flat in both sectors
between 1995 and 1998 at the preschool and both secondary levels. They
changed significantly after 1998 at the primary school level, and from

"Authors’ survey of private education, 1998.
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1999 at the preschool both secondary levels. In preschool and secondary
schools, the public sector exhibited a higher dropout rate until 1998, but
in 1999 the position was reversed at the primary level and in the lower and
upper secondary schools. These last two cycles have similar rates in both
sectors up to 1998, but the situation changed in 1999 when the dropout
rate for private lower secondary schools tripled over the course of a year.”®
Repetition rates varied little in either sector over this same period, with
the number of repeaters in the public sector double that of private schools.
The rates for both sectors were broadly in line in the lower and upper
secondary schools. In general, repetition was more frequent in primary
school than at all other levels.

MINEDUC’s internal efficiency indicators by primary school cohorts
(grades) were acquired for 1993 onward (table 5-7). Unfortunately, the
same information was not obtained for the secondary school levels. The
trends by cohort show that gross repetition rates decrease as the next
higher grade is reached and that they have been declining overall since
1993. Completion rates remain higher in urban than in rural areas.

National Program for School Achievement Assessment—
PRONERE

Learning assessment is another way of measuring educational quality.
Guatemala has made several attempts to implement a national system for
evaluating school performance, but it was not until 1997 that MINEDUC
began financing a plan through Del Valle University called the National
Program for School Achievement Assessment (PRONERE). Basic skills
tests were designed in language and mathematics and pilot tested with
third and sixth grade pupils at the primary level in urban and rural areas
in different regions, covering both public and private institutions. In 1998,
coverage of the assessment system was expanded nationwide, with funds
from the World Bank, to include the ninth grade and the third grade of
four Mayan language groups. In 1999, another pilot plan extended the
exam to include 11th graders. Moreover, MINEDUC requested that the

5The reason for this difference, according to MINEDUC’s Information Technol-
ogy Unit, is that “not all private education centers reported their final 1998 enroll-
ment.” Moreover, it was not possible to ascertain which percentage of private schools
had failed to provide this information, or how common this failure was in other years
of the reference period.
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tests be held in all private schools in the capital city and municipalities of
Guatemala Department. This assessment covered 20,033 students in the
sixth and ninth grades (Del Valle University and MINEDUC 2000).

In presenting its results, PRONERE faced opposition from the pri-
vate education sector. The Circle of Education Entrepreneurs, an associa-
tion representing some 800 private schools, for example, appealed to the
courts for protection against Del Valle University, alleging that the tests
were discriminatory and that the results should not be made public. The
upshot is that the public remains uninformed about educational quality in
private schools.' PRONERE is also short of funds; the tests held in 2000
were funded by the World Bank. Few institutions are using test results
to design better educational policies—although SIMAC, the Directorate
General of Bilingual Education, and a few private schools are making this
attempt. On the other hand, various sectors are gradually becoming aware
of PRONERE’s benefits. In the general 1999 assessment, private schools
scored higher in reading skills than their public counterparts in primary
grades 3 and 6 (table 5-8)."7 A study by the Center for Education Research
at Del Valle University (2001) noted:

The tests applied in the PRONERE are norm-referenced (Mehrens and Ebel
1979), since no minimum standards exist in the country, nor is there one
single curriculum in use. This means test results are comparable across dif-
ferent departments and programs, but it is difficult to judge whether a par-
ticular scheme is meeting its objectives.

The PRONERE results for 2000 continue to show urban areas out-
performing rural, except in sixth grade reading. For instance, third grade
rural students continue to score poorly in reading (58 percent correct
answers on average) and mathematics (46 percent on average), while the
equivalent scores in urban areas are 65 and 50 percent, respectively. In
both cases, average scores in 2000 were higher than in the 1999 assess-
ment. Ninth graders were not included in the 2000 tests.

!Reports published in 1998, 1999, and 2000 give nationwide data only. Some
information on the private sector was released in 1999 at the municipal level and
for some areas of the capital city, but specific details on each school were considered
confidential.

!"Test results are not disaggregated by student socioeconomic level. Some regres-
sions were run in the 2000 round to explore the relationships between performance
and other variables measured in the course of tests, such as pupil-teacher ratio; water,
light, and sewage conditions; number of hours students spent watching TV; etc.
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The statistically

significant  differences 1999 PRONERE assessment results, by
between the average school type and grade, percentage of
reading and mathemat- questions answered correctly

ics scores of urban pub-
Subject/ 3rd 6th 9th

lic and private students i et | e | e

at the third grade level.

. . Reading

Private sector pupils :

. Private 60.07 50.98 51.95
scored higher on aver-

. . Public 48.14 41.75 51.89

age, especially in read-
ing. In mathematics, the Cooperative n/a n/a 44.61
differences are greatest PRONADE 47.75 44.74 n/a
in arithmetical concepts Mathematics
and smallest in problem Private 47.51 58.96 40.57
solving. Differences in Public 42.30 56.70 37.54
average scores were also Cooperative n/a n/a 35.04
significant in the case PRONADE 42.60 56.57 n/a

of sixth grade students. n/a = not available

The largest gap was in I

reading (private sec-

tor—53.5, public sec-

tor—45.6). In mathematics, pupils in both sectors had the same average
score in the operations subarea, but the private school students did better
in both arithmetical concepts (59.6 versus 56.1) and problem solving (57.8
versus 52.5).

One reason that students in rural areas have improved their scores
could be the use of textbooks. Some 68 percent of teachers in urban
schools and 93 percent in rural schools use the Camino a la Excelen-
cia books that MINEDUC provides free to primary pupils. The private
schools’ share of the tested sample, however, was significantly lower than
in the previous year because of the exclusion of ninth graders, where its
coverage is greatest relative to the public sector. Eleventh graders, who
had formed part of the pilot scheme in 1999, were also excluded. The
reasons for these exclusions, according to the program authorities, were
economic.'®

8Interviews with the director of PRONERE, December 2000 and January 2001.
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University Education

Legal Framework. Guatemalan higher education has been provided
since 2001 by one public institution and nine private universities. All are
independent institutions with legal standing and the freedom to create
their own faculties and schools, organize their own academic and teach-
ing activities, and execute syllabuses and study programs for each area.
In accordance with Guatemala’s constitution, a Private Higher Education
Board oversees the autonomy and academic standards of the nation’s pri-
vate universities; the board is comprised of five professionals representing
San Carlos University (USAC), the private universities, and professional
associations.

Universities. As noted, Guatemala’s higher education sector has had one
public institution: USAC, and nine private: Rafael Landivar University,
Mariano Galvez University, Del Valle University, Francisco Marroquin
University, Rural University, Del Istmo University, Panamerican Univer-
sity, Mesoamerican University, and Galileo Galilei University. All offer
teacher training and undergraduate and graduate degrees; some also offer
technical and other types of diplomas. Two other institutions, the Wom-
ens Institute of Graduate Studies and Abierta de Loyola University, pro-
vide three-year university courses (diplomas). Some foreign universities,
including Salamanca Pontifical University (Spain), Pontifical Catholic
University (Chile), and Valparaiso University (Chile), offer postgraduate
and diploma courses to Guatemalans.

Costs and Financing. The costs of higher education vary widely (table
5-9), ranging from the $10 annual matriculation fee charged by the pub-
lic university to the $257 fee charged by Francisco Marroquin University.
With its low prices, USAC is the most affordable for Guatemalan students.
All universities (public and private) are tax exempt, and private univer-
sities may receive state funding if the situation warrants. USAC is enti-
tled, under the country’s constitution, to receive no less than 5 percent
of the state’s ordinary revenues. In 2000, it accounted for some 8 percent
of spending on education, science, and culture, and 11 percent of MIN-
EDUC total spending.

Coverage. According to Guatemala’s 2002 population census, 7 percent
of the urban population has received a higher education, compared to 0.4
percent in rural zones (table 5-10). This deficient coverage is matched by
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University

Rafael Landivar
Mariano Galvez

Del Valle

Francisco Marroquin?
Rural

Del Istmo
Panamerican
Mesoamerican
Galileo Galilei

San Carlos

2 As of September 20, 2000.

“Approximate value.

Prensa Libra (2001).

Enrollment fees and tuition for universities in Guatemala, 2000

All costs and fees are expressed in quetzals; in 1997, $1 = 7.73 quetzals.
'Does not include the schools located in the Department of Quetzaltenango.

3Includes the distance learning program FISSIC-IDEAS, in which 10,241 students from
the interior of the country participate.

Enroll-
No. of Cost per Cost per ment
students course month fee

15,934 300-400 740-1,200 1,200
24,788 Variable 350-450 425-450

2,363? Variable 1,900 685
13,274 1,500 (avg) 2,020 2,000
1194 Variable 350 350
232 315 1,800 1,200
205 100-500 300-550 235
240* 305-990 990 300
200* Variable 1,585 1,900
104,141 — = 71

problems of efficiency.
A 1996 study found
that, of the 2,311 stu-
dents graduating from
USAC in that year, only
18 percent had done so
in fewer than 7 years.
A third of the students
took 7 to 10 years to
graduate, 20 percent
took about 14 years, and
10 percent took up to 20
years. The annual aver-
age cost of subsidizing a

Educational attainment for population
age 7 and over (%)

Level Total Urban Rural
None 28.2 16.7 38.8
Preschool 1.1 1.0 1.2
Primary 50.7 48.2 53.0
Secondary 16.4 27.1 6.5
Higher 3.6 7.0 0.4
Total 100.0 100.0 100.0

National Statistics Office, 2002 Population
Census.
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student is around $643, meaning that a student in the Economic Sciences
School, for instance, needs about $3,213 to finish his or her studies in five
years. Since students remain in the school for more than 12 years on aver-
age, the cost climbs to more than $7,712, the equivalent of the cost of two
students at Rafael Landivar University or three at Mariano Galvez Univer-
sity. According to CIEN president Maria del Carmen Aceia, the cost of
educating one student at USAC for a year is the same as for educating five
primary schoolchildren (Acefia 2001).

Participant Perceptions
Aims

The goal of this research was to understand the opinions of participants in
the education system as a way to identify possible development paths for
private education in Guatemala and the main obstacles to be overcome.
To this end, the study approached a number of players:
= Private school principals: As the legal representatives of private
schools, principals know the conditions under which they must
work, the freedom of management allowed, the MINEDUC atti-
tude, the legislation that governs their activities, the relations
between private schools and parents, and the constraints on their
involvement.
= Parents: As service users, parents can discuss the services offered,
the kind of information they receive, the drawbacks they perceive
in both public and private education, and the improvements they
would like to see.
= MINEDUC: As the national regulator of private education, the
ministry can report on its relations with this sector and policies
toward it.
= Universities: Because universities accept students from secondary
schools, they can evaluate their academic performance upon entry
and opine on the standards of education they have received.

Methodology

The study is descriptive, based on data acquired through two question-
naires composed by CIEN, in coordination with the Partnership for
Educational Revitalization in the Americas, using both closed and open-
ended questions and presented in face-to-face, personal interviews lasting
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30 to 40 minutes. The first questionnaire was for private school principals
in the Guatemala metropolitan area;" the second was for parents in the
same area with school-age children attending private or public schools.
The first sample included 102 schools and allowed results to be analyzed
with a margin of error of £9.5 percent and a confidence level of 95 per-
cent. Sample units were randomly selected. Guatemala City was strati-
fied by zone, and the outlying areas by municipality. Establishments were
grouped according to the highest grade or academic year taught:
= Preprimary
= Primary
- Primary alone
- Primary and preprimary
= Lower secondary school cycle
- Lower secondary school cycle alone
- Lower secondary school and primary
- Lower secondary school, primary, and preprimary
= Upper secondary school
- Upper secondary school alone
- Upper and lower secondary school cycles
- Upper secondary school, lower secondary school, and primary
- Upper secondary school, lower secondary school, and
preprimary
- Upper secondary school, lower secondary school, primary, and
preprimary
The second sample was made up of 150 parents in the metropolitan
area. Half of them had children in private education, and the other half in
public education. The margin of error was +8 percent, with a confidence
level of 95 percent. Sample units were randomly selected. Study areas were
established at random, and comprised a variable number of blocks, aver-
aging around 7,000 square meters. A maximum of 10 to 15 interviews
were conducted at each of the 13 sample points selected. Households were
contacted at a given starting point, from which every other or every three
households were contacted, depending on the district’s population den-
sity. This ensured a sufficiently wide sample dispersal.

This area incorporates the 25 zones of Guatemala City plus the municipalities
of Santa Catarina Pinula, Mixco, Chinautla, San José Pinula, Amatitlan, Villa Nueva,
Villa Canales, and San Miguel Petapa.
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The field work was undertaken by a team of five professional inter-
viewers of the highest quality. The company in charge, Information Ser-
vices Group, S.A., guaranteed the validation of at least 35 percent of the
interviews chosen at random. Data were processed using SPSS version 8.0,
to provide tabulations by the standard variables for such studies.

Participant Profiles

Private Schools. The sample included 73 percent secular schools and 27
percent with a religious tradition. Some 90 percent were coeducational,
and only 10 percent were single-sex establishments. A number of schools
traditionally teaching students of one sex have gradually changed their
policies and are now admitting children of the opposite sex at starting
levels. Some 76 percent of schools had students from two or more socio-
economic levels. According to the survey, 40 percent served the middle
socioeconomic level, 10 percent the middle to low, and 43 percent the
low. The other 7 percent served the middle to high levels. The socioeco-
nomic breakdown of private school pupils was 13 percent high, 47 percent
middle, and 40 percent low.

Private School Principals. Some 70 percent of the principals were
women, and 67 percent were over 45 years of age. Of the total, 43 per-
cent had a university education and another 33 percent had some univer-
sity training. Only 61 percent of the principals had studied educational
administration.

Parents. Of the parents interviewed, 61 percent were women. Regarding
the educational level of parents in the households visited, 27 percent of
the mothers had gone no further than primary education, 17 percent had
completed the lower secondary school cycle, 33 percent had completed
upper secondary school, and 18 percent had completed higher (univer-
sity) education. Of the fathers, 21 percent had finished primary school,
13 percent lower secondary school, 35 percent upper secondary school,
and 25 percent university studies. Of those interviewed, 21 percent had
a monthly income between $129 and $256, 37 percent between $257 and
$642, and 22 percent between $643 and $1,285. According to the World
Bank (2001), Guatemala’s annual per capita income in 1999 stood at
$1,660. Families were mainly drawn from the medium or low socioeco-
nomic level (87 percent of students).
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Findings

Management: The State-Private Sector Relationship. Relations
between the MINEDUC authorities and private operators were consid-
ered good by 28 percent of principals and acceptable by 33 percent of min-
istry respondents. The legislation governing schools was viewed as not too
rigid by 64 percent of the principals surveyed. Some 74 percent of private
establishments said the MINEDUC authorities allowed them freedom
and flexibility in their education management, although 62 percent also
felt encumbered by bureaucratic requirements. Eighty percent of private
operators still expected some change in the law.

Parents-Private Operator Relationship. Parents with children in private
schools revealed the following: 51 percent of the private establishments
surveyed had a parents’ association. In 50 percent of private schools, par-
ents have a voice, but only in 38 percent do parents participate in decision-
making. Sixty percent of the private schools promote parent participation
in school projects.

Problems Facing Suppliers. Of the principals surveyed, 74 percent said
one of their problems was the scant demand for private education ser-
vices; 57 percent said the biggest problem was the regulation of school
fees (43 percent said this was not an obstacle); and 51 percent mentioned
a shortage of qualified teachers.

Quality of Private and Public Education. The quality of private sector
education was considered excellent by 15 percent of the parents inter-
viewed, very good by 23 percent, good by 41 percent, fair by 19 percent,
and poor by 1 percent. In the public sector, the ratings were 5 percent
excellent, 5 percent very good, 41 percent good, 39 percent fair, and 9
percent poor. This indicates that parents prefer to entrust their children’s
education to the private sector, with 79 percent rating it between good and
excellent. In contrast, only 51 percent of parents gave a positive rating to
public institutions.

Measurement of Educational Quality. Ninety-seven percent of the par-
ents surveyed saw a need to measure pupils’ academic performance in
both public and private schools using standardized tests in order to gauge
the quality of education delivered. They also believed that the results of
these tests should be made public. The idea of ranking schools by edu-
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cational quality met with broad support. Although 74 percent of princi-
pals said they were in favor of testing and the publication of test results,
they did not agree with the idea of ranking schools. The application of
standardized tests has yet to be established on a regular, universal basis,
impeding their use as an improvement tool for educational quality and
parental information.

Curricular Content. Some 92 percent of the principals surveyed said there
was flexibility in curricular content, although 88 percent complained that
the curricula designed by MINEDUC were not regularly updated. Fail-
ure to review and update school curricula also affects educational quality.
Curricular design was criticized by 65 percent of principals for failing to
keep pace with changing expectations. The universities included in the
survey declared that entering students, whether from the public or private
sector, had serious academic shortcomings which hampered their prog-
ress from the outset. Such shortcomings were felt to be greater in students
from the public sector.”

Supervision. Sixty-five percent of the private schools surveyed said they
were supervised by MINEDUC. The frequency of visits was said to be
quarterly by 36 percent of the respondents; 40 percent believed supervi-
sion was inadequate.

Information Sources for Choosing a Private School. Seventeen per-
cent of the parents surveyed said they had no information on the qual-
ity of educational establishments. Those parents who said they did have
information obtained it from the following sources: personal references
(82 percent), the school itself (48 percent), and MINEDUC (10 percent).
In fact, MINEDUC provides no information on the characteristics, pro-
grams, infrastructure, location, quality, price, and so on of the educational
services available in the country.

Coverage. Seventy-five percent of principals and 73 percent of parents
said they foresaw an increasing demand for private education. The main
reason stated by both groups is that the private sector is reputed to offer
better education.

The universities surveyed were San Carlos, Francisco Marroquin, Del Valle,
Mariano Galvez, Del Istmo, and Rafael Landivar.
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Improving Teaching Staff. Private sector teachers are at a disadvantage
relative to their public sector counterparts in terms of both training and
pay. According to the surveys of principals and parents, teachers in private
schools earn lower wages than those in public. Principals argued, how-
ever, that wages are fair. This could be interpreted as an overvaluation of
public sector teachers, since 39 percent of principals believe teachers in
both sectors are efficient and 37 percent that private sector teachers are
better trained. The wage ranges of private school teachers by education
level are basically determined by the following factors: length of service,
work experience, academic qualifications, and teaching performance
assessments.

Financing. The socioeconomic circumstances of Guatemalan families
are often a barrier to their children’s entering private education. Monthly
expenditures on education as a proportion of household income ranges
from 1 to 10 percent in the public sector, and can run to 20 percent in the
private sector. The survey found that, in 2000, the average enrollment fee
was $41; added to the 10 monthly payments of $27, this gives an annual
total of $311. According to figures provided by MINEDUC’s Information
Technology Unit, the annual budget per pupil in 1999 was $116 in pre-
school, $140 in primary school, $260 in lower secondary school, and $352
in upper secondary school.

Although 54 percent of parents using private education and 52 per-
cent with students enrolled in the public sector feel they are paying an
acceptable amount for their children’s schooling, the fees charged by pri-
vate schools discourage cross-sector mobility. Eighty percent of the prin-
cipals surveyed and 63 percent of the parents gave economic factors as the
main obstacle to growing demand for private education. This also explains
why 70 percent of the parents interviewed in both the private and public
sectors were eager to participate in decisionmaking, particularly in the
determination of school fees. Private education therefore remains largely
dependent for its funding on school fees (high for most of the population)
and donations or grants from domestic or foreign private individuals,
companies, and foundations. This also means many schools must resort
to extra charges to defray their operating expenses.

The Future of Public and Private Education. Minister of Education
Mario Torres stated the administration’s objective for public education in
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2000: “We are making great efforts to achieve a high standard of pub-
lic education so most families choose to have their children educated in
public schools, which will not be a disadvantage relative to the educa-
tion provided in any private school” (Diario de Centro América 2000). The
government’s policy for the private sector was the same as for the public,
as expressed in the Education Plan 2002-2004.

Privatization is one of the many measures called for by international
financial organizations to relieve the state of the support and administra-
tion of services such as health, public education, culture, and recreational
activities. The impact of such measures, which have been taken in several
Latin American countries, is extremely harmful to the poorest sections of
society. State subsidization in this area should not be seen as a handout or
welfare. It is a right of the people whose skilled labor will later be needed
by the economy. In Guatemala, privatization finds legal support in the
decrees authorizing the creation of school boards and education commit-
tees, which permit the gradual reduction of free, democratic public educa-
tion in favor of the private sector. One should bear in mind that the reduc-
tion in public education directly hits the poorest sectors of society—that
is, the subsistence farmers, indigenous peoples, and children in marginal
areas who cannot afford a private school (Carlos 2001).

The parents and principals interviewed said they feel the education
system as it stands is not delivering what people want. They also took the
view that the private education system offers better quality than the pub-
lic. Despite this, both groups agreed that if the fee spiral continues and the
lack of educational quality controls and standards persists, the private sec-
tor may go into decline or become affordable only for an affluent minority.
Parents whose children are in the public sector cited their economic cir-
cumstances as the main reason for keeping them there. In the meantime,
parents with children enrolled in the private sector said they want their
children to continue for reasons including better education, security, and
better teachers.

Conclusions

= According to private sector principals and parents with children
at public and private schools, demand for private education will
increase in the future because of its reputation for higher quality.
Even though both principals and parents noted that lack of eco-
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nomic means is a serious constraint limiting demand for private
education services, they predicted a net growth in demand none-
theless. Parents” involvement in decisionmaking through associa-
tions remains limited at best in both public and private schools.
Surveys show that most parents have no choice but to accept the
conditions schools impose.

Encouraging private initiative in education will require a stronger
legislative and institutional framework. There are still no imple-
menting regulations in place for the authorization and operation
of private schools. This legal vacuum is being filled using criteria
established in the 1977 Education Act’s regulations and the terms
of the Ministry of Education’s 1988 Circular 9-88. The rules for
education to be imparted by private establishments are scattered
through ordinary laws, governmental and ministerial resolutions,
and the internal circulars of various MINEDUC departments,
which makes it hard to understand and apply them.

The National Education Act of 1991 is not attuned to today’s needs
for educational modernization. Since implementing regulations
have yet to be drafted, the regulations now in force date from the
1977 Education Act. MINEDUC has made some improvements in
terms of administrative requirements and procedures, but private
school principals note that they still must contend with excessive
red tape. The procedure for the authorization and start-up of private
schools has no fixed deadlines for submission or decision. Changes
in the Guatemala Department’s Education Directorate have sought
to speed up the process, however: Although fixed deadlines have
not been set for complying with administrative requirements, deci-
sions must be issued within 15 to 60 days.

Poor coverage and quality are the main criticisms leveled at Gua-
temalan education. Both problems stem primarily from a lack of
continuity in educational policies; centralized decisionmaking;
the concentration of MINEDUC’s physical, financial, and human
resources in urban areas; red tape; the absence of defined educa-
tional benchmarks; poor supervision by MINEDUC; and the lack
of an effective information system or an integrated and dynamic
curriculum that is updated regularly. The public sector serves
mainly the preschool and primary levels, while the private sec-
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tor is more prominent at the middle and high school level. The
private sector (excluding PRONADE) has a significant share (22
percent) of the nation’s education system coverage. PRONADE
has spearheaded a drive to expand its educational coverage at the
preschool and primary levels and, in 2003, served 386,544 chil-
dren in rural areas. Cooperative schools are also important sup-
pliers of lower secondary school education. They offer education
at affordable prices with an emphasis on participation by parents,
who are grouped into associations authorized by MINEDUC and
the municipal authorities.

= Completion rates are extremely low at both secondary school lev-
els in both the public and private sectors. Dropout rates are his-
torically higher in public than in private education. Although these
rates rose sharply in private sector primary and secondary schools
in 1999, this may be attributable to information problems. Repeti-
tion, too, is invariably higher in the public sector. MINEDUC cites
a lack of cooperation on the part of private schools in furnishing
1999 data; this casts some doubt on the validity of official figures
for this and other years. It also calls into question the ministry’s
ability to verify compliance with education legislation.

= Although MINEDUC made internal changes to its supervisory
regime between 1996 and 1999, there is still no supervision man-
ual suitable for guidance and training in public and private schools.
Private sector principals continue to advocate for improvements
in MINEDUC’s oversight system, which currently consists only
of occasional inspection visits for administrative or control pur-
poses, usually in response to parental complaints. Supervisors of
private schools in Guatemala Department interviewed for this
study claimed they had a very heavy caseload of 200 to 500 schools
each.

= In general, the impression of private sector principals, parents with
children in both sectors, and university staff is that private schools
offer better quality than their state counterparts. A comparative
analysis of the mathematics test results of public sector pupils
(applicants for university scholarships) and those from renowned
private schools supports this view. The results of university place-
ment and admission exams suggest a decline in overall academic
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performance over recent years. This difference is much less marked
in the results of national assessment tests administered at the
school level. What the tests essentially show is that education is
failing to deliver quality results in both the public and private sec-
tors. However, the public has been denied any insight into the edu-
cational quality of private schools, because the Circle of Education
Entrepreneurs—an association of some 800 private schools—has
successfully prevented test results from being generated and pub-
lished. Additionally, test results have not yet been used as a tool in
designing policies aimed at improving education quality. Although
PRONERE has been discontinued, new authorities are committed
to continue with the assessment program and began testing stu-
dents in the second semester of 2004.

= MINEDUC has no system in place to give parents a clear, reli-
able, and complete picture of the country’s schools, detailing their
infrastructure conditions, quality, educational approach, and so
on. Parents thus get most of their information about schools by
word of mouth and from the schools themselves. Similarly, no reg-
ular information is supplied on the quality of educational services.
Parents need this kind of information in order to make informed
decisions about their children’s education. They also need a pric-
ing system that gives them advance knowledge of all costs. In the
absence of any reliable guide to education quality, demand con-
verges on those schools that have developed a reputation for qual-
ity over many years of operation.?" This uneven demand pattern
creates a wide disparity in private school fees, which range from
$25 to $280 per month. However, standards of educational quality
can vary over time, and, without updated assessments, quality may
be thought to exist where, in fact, it is lacking. New schools face
particular difficulties in this regard. They must be cost-competitive
with other schools offering similar services, and may need consid-
erable time to gain a reputation for educational quality.

“'These are generally experimental and bilingual schools, and religious or secular
schools working to high educational standards, though no general conclusions can be
drawn about most private establishments.
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= Private schools are mainly financed by fees paid by parents. A small
percentage of Guatemala’s private schools belong to associations
which give them some economic support. The country’s fee cap
system means that most schools resort to other types of charges,
which creates a further barrier to price transparency in the edu-
cation system. The MINEDUC authorities investigate any school
where parents have reported unjustified charges. Setting of the
maximum (initial) fees that schools may levy and closure of private
schools for serious infractions are MINEDUC prerogatives.

» PRONADE, which has been rated “successful” in technical evalua-
tions by MINEDUC, among others, is in a precarious position, and
actually began the 2000 and 2001 fiscal years without the funds
needed to meet its commitments. This lack of support was com-
pounded in 2001 by a change in educational service institution
regulations that disqualified PRONADE from training teachers for
the program. In a press release, MINEDUC declared that, as of
2001, PRONADE teachers would have better employment condi-
tions and would be placed on the official promotion scale.

= MINEDUC establishes a mandatory core curriculum. Many of the
principals interviewed found fault with its design. The flexibility
it allows in curricular content encourages private schools to add
courses and subjects. Moreover, no checks are made to determine
compliance with the core curriculum. Such flexibility in curricu-
lar design and supervision, together with the new national assess-
ment system, have resulted in a mushrooming of courses in private
schools at the upper secondary school level.

= The private school principals interviewed said that teacher perfor-
mance has practically no bearing on their pay. Rather, the factors
mainly taken into account are length of service, work experience,
and academic qualifications. Public sector teachers are generally
better paid than their private sector counterparts.

Recommendations

1. Review and rework the National Education Act, which is still
awaiting an implementing regulation. Give private education a
clear, stable regulatory framework so it is not subject to bureau-
cratic whims.
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2. Promote private involvement in education, removing such obsta-
cles as excessive red tape and a shifting legal and institutional
framework.

3. Implement a system to give parents full, reliable, and relevant
information so they know what educational choices the country
offers and can make reasoned decisions. This information system
should also be designed to aid MINEDUC in supervising educa-
tional quality.

4. Apply PRONERE throughout Guatemala to generate the necessary
input for education policy changes geared to improving quality
and facilitating decisionmaking by users. It is vital that this infor-
mation be made available to interested members of the public.

5. Improve (modernize and/or restructure) the records kept on
schools, such as school files and statistics on efficiency indicators
(pass, repetition, dropout rates, and so on), so the information is
properly organized, accurate, and relevant.

6. Update the school curriculum so that it responds comprehensively
to the needs of the student population (multilingual and multicul-
tural). Promote curricular and pedagogic autonomy through edu-
cational improvement programs.

7. Improve the supervision system to ensure that the services schools
offer are up to standard and to aid and advise them in their
activities.

8. Strengthen parents’ associations to involve them more directly
in decisionmaking. Promote educational self-management in the
public sector.

9. Devise long-term national education policies to bring about a
genuine reform of the system and secure the engagement of all
social sectors to ensure continuation of and compliance with those
policies.

10.Change MINEDUC’s model of educational management to orient
it toward the client (demand model) in order to address the defi-
ciencies in quality and coverage that have hampered the system for
the past several decades. It is also time to leave behind the obso-
lete debate about public versus private education, and concentrate
instead on solving Guatemala’s overall education problems and
developing effective long-term policies.
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CHAPTER 6

PUBLICLY FINANCED, PRIVATELY RUN
EDUCATION IN PERU: IT STILL WORKS

Juan Carlos Navarro*

Peru’s education system is predominantly public, but private organiza-
tions have a sizable presence at the primary and secondary levels. As else-
where in the region, the state and private schools relate in different ways,
using mechanisms that are not always well understood and whose con-
sequences and implications have not been thoroughly analyzed. In Peru,
public-private symbiosis in the school system has involved various types
of relationships between the two sectors and also a relative disengagement
among the main actors. The result has been a marked weakness in the
rules and regulations needed to ensure that system resources are used to
their fullest potential.

This chapter argues that the schools combining state financing with
private management operate in a regulatory framework that has enabled
them to survive with at least some of their defining characteristics intact,
but that it has prevented them from reaching their full potential. This is
detrimental to the entire education system because of wasted resources,
poor ability to meet equity and quality goals, and other ill effects exam-
ined below. In short, although the relationship between private education
providers and public policy brings some social benefits, it has high trans-
action costs in the absence of a well-designed incentives system.

“Tuan Carlos Navarro is chief of the Education Unit in the Sustainable Devel-
opment Department of the Inter-American Development Bank (IDB) in Washing-
ton. He wishes to thank Jaime Vargas for his comments on this chapter and Carmen
Villegas for her research assistance, as well as Jaime Saavedra and Hugo Diaz, from
the Group for Analysis of Development, for preparing the background document and
assisting with interviews in Peru. The opinions and analyses contained in this chapter
are the sole responsibility of the author and do not necessarily reflect the IDB’s official
position.
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This chapter is based on interviews conducted in July 2000 with repre-
sentatives of the Peruvian government and the Catholic Church, and with
principals and teachers in privately run schools. It also draws on a back-
ground document prepared by Jaime Saavedra and Hugo Diaz (2000a),
and on information from secondary sources on the performance of pupils
and teaching staff in different kinds of schools. The chapter provides a
concise description of the current status and background of public-private
relations in Peruvian education at the primary and secondary levels, and
analyzes the main forms these relations have taken and how they oper-
ate in practice. It then describes the special characteristics observed in
the private management of schools, and compares these results to public
management. It concludes with policy recommendations and suggestions
for future research.

Conceptually, this analysis is based on the idea that school manage-
ment (understood in the broad sense of the system of incentives and deci-
sionmaking powers within which principals, teachers, and other actors
operate) is crucial to securing good educational outcomes.

Some schools with students and socioeconomic features comparable
to those of public schools use incentive systems that seem on first analysis
to produce better results at similar costs. These schools provide a good
perspective in determining the extent to which incentives can make a dif-
ference and how the quality, equity, and efficiency of a school system can
be improved by aligning the interests of key actors in the education pro-
cess with those of students and society as a whole.

Context for Public-Private Relations in
Peruvian Education

The Peruvian Education System

In Peru, the last decade of the 20th century brought notable progress in
terms of expanding opportunities for access to education, despite the
country’s wide ethnic diversity and the grave macroeconomic instability
that marked the end of the 1980s and start of the 1990s. Between 1950
and 1997, the number of children enrolled in school increased by a fac-
tor of 6.6—more than double the overall growth rate of the population
(Diaz et al. 1995). Total enrollment rose from 14 percent of the school-
age population in 1950 to 36 percent in 1997. Concomitantly, the average
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number of years spent in school by students over age 15 increased from
1.9 to 8.6 years,' and the illiteracy rate fell from 58 to 11 percent. By 1999,
96.9 percent of children aged 6 to 11 were attending school, as were 85.9
percent of children between 12 and 16, and 62.3 percent of those aged 3
to 5 (MINED 2001). Almost 90 percent of enrolled children attend pub-
lic schools. Of the country’s 27,400 public primary schools, 4,400 are in
urban areas. On the other hand, only 500 of its 5,600 secondary schools
serve rural areas.

Peru’s enrollment rate for the 3-23-year age range compares very
favorably with that of more economically developed countries. However,
the country does less well in a comparison of public spending on edu-
cation as a percentage of gross domestic product: about 3 percent, sub-
stantially below the average for the region (4.5 percent in 1998) and for
developed countries (5.1 percent). Annual spending per student in 1998
was $155, which was about half the amount spent per student in 1970.
Families account for 40 and 45 percent of funds spent on education at
the primary and secondary levels, respectively. Peru has thus been able
to secure extremely high participation rates in the school system even
with low public expenditure on education—a circumstance that might be
related to the quality and efficiency shortcomings of the public system.

The organization and functioning of state schools in Peru is governed
by regulations drawn up by the Ministry of Education (MINED). It sets
the study program and assessment criteria, prescribes the degree of paren-
tal involvement, and establishes the organizational structure and staffing
levels based on the number of pupils. It also regulates school opening
hours, and the grades and subjects to be offered. However, there is no
accreditation system in place to measure the performance of public and
private schools, although such a system seems desirable in light of the
wide disparity of education quality.

Independent studies point to a steady decline in the quality and effi-
ciency of Peru’s public education system, and a number of deficiencies
have been identified in several areas, as follows (Pacific University 2001).

On the supply side are problems of infrastructure, classroom facili-
ties and teaching materials, curricular design and application, and, above
all, quality of teaching staff. In 1997, about 20 percent of public school

"The average of 1.9 years of schooling is taken from the 1940 national census; the
8.6 years figure is based on the National Standards of Living Survey (INEI 1997).
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teachers had never taken education courses; in rural areas, only 50 percent of
schools were staffed with university-educated teachers (World Bank 1999).

On the demand side, the main problems are absenteeism, dropouts,
repetition, and late advancement to the next grade. Additionally, a number
of shortcomings have been identified in education system management:

» decisionmaking is overly centralized in the responsible ministries;

= management is split between MINED in Lima and the Ministry of

the Presidency in the municipalities; and

= there is no effective system of accountability at either the sector,

ministry, municipal, or individual school level.

The public sector provides education services to 85 percent of the
country’s primary and secondary students. The distribution of enrollment
and schools in 1999 is shown in table 6-1. Besides the “regular” schools—
that is, nonsubsidized private schools and state schools funded and man-
aged by MINED—there are other types of public schools run by nonstate
entities, usually religious orders; and publicly financed private schools
that receive supplementary funding from other sources and that have a

Enroliment by school type and educational level, 1999
Number of students Number of schools
Second- Second-

School type Primary ary Total Primary ary Total

State 3,572,317 1,662,890 5,235,207 26,132 5,208 31,340
MINED 3,552,782 1,644,314 5,197,096 26,081 5,167 31,248
Other public 18,168 17,674 35,842 39 34 73
Local gov't 1,367 902 2,269 12 7 19
Nonstate 486,899 294,183 781,082 4,586 2,172 6,758
Cooperative 2,514 2,826 5,340 13 14 27
Parochial 128,012 96,374 224,386 354 269 623
Community 5,736 3,993 9,729 136 73 209
Private 329,733 185,566 515,299 4,001 1,795 5,796
Subsidized 19,536 5,123 24,659 74 18 92
Welfare/charity 1,368 301 1,669 8 3 11
Total 4,059,216 1,957,073 6,016,289 30,718 7,380 38,098

School Census 1999, cited in Saavedra and Diaz (2000b).
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distinct internal organizational structure. The remainder of this chapter
focuses on these schools, with their various combinations of public-pri-
vate operation/funding, specifically describing and analyzing:
= parochial schools or schools receiving mixed funding (these
account for 600 private schools in which some teaching positions
are financed by public funds);
= free schools that are privately owned and managed, but all of whose
teaching staff are financed by the public sector (the 125 schools in
the Fé y Alegria network); and
= state schools with private partnership arrangements (215 state
schools run by Catholic orders).

Forms of Public-Private Cooperation in Primary and Secondary
Education

Parochial or Mixed-Finance Schools. An agreement between the Peru-
vian government and the Holy See allows the Catholic Church to oper-
ate schools at all levels. Ministerial Resolution 3210-ED of 1977 defines
parochial schools as private establishments providing preschool, primary,
secondary, and non-university postsecondary education in school and
nonschool settings. To be classified as parochial schools, centers must be
sponsored by a Catholic institution dedicated to providing educational
services free of charge to low-income families, with the services financed
or subsidized by the state. These schools are run by members of religious
orders with the help of lay people.

Although the term “parochial” is still used in the ministry’s official
listings, it was dropped from Ministerial Resolution 483-89-ED of 1989,
which regulates what it terms Catholic Church and State Joint Action
Education Centers. These institutions include mixed-finance education
centers—or what used to be called parochial schools—and state educa-
tion centers under partnership, which are discussed below.

According to Consortium of Catholic Education Centers statistics,
600 of 780 member schools are mixed-finance or parochial schools serv-
ing 400,000 pupils in all. Figures for 1996 show that 80 percent of these
schools were in Lima and other coastal departments,? 18 percent in moun-
tain departments, and 2 percent in the jungle region.

%A department is the main territorial administrative unit in Peru, equivalent to a
state or province in other Latin American countries.
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State financial support is channeled through the National Catholic Edu-
cation Office (ONDEC), which must also approve any plans for the opera-
tion, enlargement, modification, or closing of a parochial school. State sup-
port subsidizes a variable percentage of teaching and administrative staff,?
who are paid in line with the wage scale for public school teachers.

The costs of building, equipping, and maintaining the premises used
for parochial schools are not covered by the state but are instead funded
by the sponsoring institution, parental contributions, and monies raised
by the schools from the sale or rental of services or donations raised by
the congregation, diocese, board of trustees, or association.* These same
sources also provide the funding for teaching and administrative posts not
covered by the state.

Parochial schools are generally located in populous urban zones in
provincial or departmental capitals. Current regulations stipulate that
enrollment preference should go to students from low-income families liv-
ing in the neighborhood of the school. The schools have an average of 570
students each. The average pupil-teacher ratio is 25 students per teacher;
but in some schools, there can be 40 or more students per teacher.

Mixed-finance schools are not free, but the fees they charge are sig-
nificantly lower than those of other private lay schools or self-supporting
Catholic schools. The vast majority charge a tuition fee paid in 10 install-
ments and a parents” association fee payable upon enrollment. State sub-
sidies help lower parents’ cost. The regulations also provide for special
grants for orphans or for students from poor backgrounds who excel aca-
demically. In general, about 5 percent of students receive such support.

From a legal standpoint, parochial schools are covered under private
education legislation® and are free to choose their management style, orga-
nizational structure, the detailed syllabus, the starting date for the aca-
demic year, assessment systems, and other matters. Organizational mod-
els, curricular teaching hours, and time allotted to each subject within the

*In practice, it is rare for the state to finance administrative positions.

“The 1978 regulations forbade the use of public funds for these purposes.
Although new rules passed in 1989 lifted the ban, they stipulate that the property
must form part of the schools assets and not those of the sponsoring agency, usually
a religious order.

>Current legal provisions on private education are contained in Law 26549 of
1995 and Legislative Decree 882 of 1997.
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study program thus may vary from one school to another. Many schools,
however, follow the official curriculum, with few—if any—exceptions.

Free Private Schools in Partnership with the State: Fé y Alegria. Fé
y Alegria, a network of Catholic schools for children from low-income
families, began operating in poor areas of Lima in 1966. By the end of the
1990s, the program had 53 schools in urban areas, with a student body of
approximately 65,000 and more than 2,600 teachers. In 1995, Fé y Alegria
decided to extend its coverage into rural areas, where it now has 19 pre-
school centers, 58 primary schools, and five secondary schools.

Fé y Alegria, whose schools are owned and initiated by the network,
has negotiated its own management agreements with the state. The state
meets the payroll costs for managers, teachers, and administrative and
service staff, subject to budget availability. However, Fé y Alegria head-
quarters continually seeks donations from national and international
sources to complement state funding. These contributions are used mainly
to finance its central administration and coordination and, through its
regional offices and service units, to organize supplementary teacher
training, equip schools and provide them with materials, pay support staft
for school networks in the countryside, and invest in other improvements.
Fé y Alegria schools also fund part of their infrastructure maintenance
and upgrades with parents’ association fees, and schools rely heavily on
volunteer work by pupils’ families.

The network operates in low-income neighborhoods and other
deprived areas where it finds community organizations eager to sup-
port the management and development of a school. In general, curricular
design emphasizes “comprehensive learning,” meaning a solid ground-
ing in reading, writing, and mathematics. The Fé y Alegria program also
emphasizes vocational education—not with the aim of producing skilled
workers, but rather to stimulate students” interest in vocational training
and technical careers.

State Schools under Partnership. State schools under partnership con-
stitute the third kind of school operating in Peru with public and private
involvement. They are run by religious orders under agreements with state
authorities. As with the parochial schools described earlier, they can only
operate with the authorization of MINED, ONDEC, and the respective
bishop or designee.
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According to Consortium of Catholic Education Centers statistics,
there are 215 such schools in Peru, with a total student body of about
152,000. Some 16 percent are in Lima and Callao, 42 percent are in moun-
tain departments, and 21 percent each are in coastal and jungle depart-
ments. The schools each serve an average of 600 pupils.

Unlike parochial schools, the only cost to parents is a parents’ asso-
ciation fee. This fee is set at 1.5 percent of one taxation unit, and is also
charged by traditional state schools (it comes to about $12 a year). Part-
nership schools are governed administratively and academically by the
rules applying to public schools.

The state’s involvement in partnership schools is confined to paying
teachers. Although in theory the education authorities should oversee
their management and teaching standards, in practice this is not done
systematically, as is discussed below. Despite their status as state schools
fully entitled to benefit from public programs, partnership schools often
fail to receive textbooks or to be invited to take part in teacher training
courses sponsored by the authorities. As with parochial schools, teaching
and administrative posts are allocated through ONDEC, which distrib-
utes the positions assigned to all privately run schools.®

The physical property of partnership schools is usually owned by the
state, although there are cases where a school has been built by the reli-
gious order or the pupils’ parents. Some schools in this system also use
cross subsidies. This tends to be the case in orders that run both a fee-pay-
ing school (parochial or entirely private) and a partnership school, which
perhaps even share the same premises. The financing strategy followed in
such cases is to apply the resources of the partnership school to pay for the
services or supplies used in both.

Origins of the Public-Private Collaboration Model in Peruvian
Education

These forms of educational funding and management are not the product
of an ordered public policy with clear-cut objectives of quality or equity.
Their characteristics can be better understood by describing the origin of
each type, and the political and institutional circumstances behind it.

SThis is true in theory, at least. As discussed later, regulatory deficiencies within
the Peruvian education system mean that there are numerous exceptions to this blan-
ket statement.



6. Publicly Financed, Privately Run Education in Peru: It Still Works 177

Partnership schools trace their origins to the middle of the 20th cen-
tury, when religious orders with an educational mission began to establish
and run teacher training institutions. This led naturally to the state offer-
ing them public schools for practice teaching; this custom of handing over
schools has survived long after its original rationale ended.

More recently, at the start of the 1990s, privately run schools were
favored by the government, partly in the belief that public schools had been
infiltrated by extremist movements that threatened political stability.

Public opinion turned aggressively against private education, how-
ever, following the resounding failure of an early 1990s reform which was
seen as an attempt at the wholesale privatization of primary and second-
ary education. The reform stipulated that school management be trans-
ferred to private companies known as municipal education councils and
led by representatives of local government and other stakeholders (includ-
ing families, school principals, and the church). It further stated that each
center would receive public funding according to the number of pupils
enrolled. This would have made it possible for teachers’ associations, reli-
gious groups, or other nongovernmental organizations to open and run
schools, and to receive public funding under a system similar to a voucher
program. Such a scheme would probably have laid the legal groundwork
for publicly funded private education, though this was not its main inten-
tion. Rather, the primary goal was to undertake a general reform of educa-
tion in the interests of quality and efficiency.

The reform was criticized as a bid to privatize state education and was
met with strong opposition. Moreover, it emerged at a delicate political
moment when parliament was suspended, and a campaign for the approval
of a new constitution was imminent. The government consequently aban-
doned the initiative a little less than a year after it went into effect.”

7For an in-depth analysis of Peru’s frustrated educational reform of 1992-93, see
Ortiz de Zevallos et al. (1999, pp. 21-22), who remark:

...in the case of the education reform, those who saw themselves as potential benefi-
ciaries were a small and, above all, diverse group: some parents, teachers and may-
ors, who viewed the reform as an opportunity to improve their children’s education,
increase their wages, and gain control over public schools, respectively. None of these
groups was organized. Separate mention must be made of the Catholic Church, which
could have had an interest in the scheme prospering but turned its back on the reform
in large part because of its confrontation with the government on matters such as
birth control and sex education.

Details on the proposals, the position of the church, and the substance of the legal
debate on education reform can be found in McLauchlan de Arregui (1994).
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It is possible that the legacy of conflict left by this unsuccessful reform
made it more difficult for the government to devise a policy to regulate the
relationship between public funding and private management of schools
as a consistent set of incentives, even if there had been the political will
for a systematic initiative in this area. On the other hand, for most of the
decade, education policy was marked by a general lack of consistency and
clear-cut priorities, as exemplified by the no fewer than eight ministers of
education appointed during the 10-year presidency of Alberto Fujimori.
It is thus difficult to determine how far a rationalized policy on privately
run schools might have progressed, even in the absence of the suspicions
aroused by the early 1990s reform.

Another factor influencing public policy is the church-state relation-
ship. Almost all of Peru’s privately run schools that are wholly or par-
tially subsidized are managed by religious orders. Thus the nature and
development of that relationship sometimes affects the functioning of
these schools or the institutional framework within which they oper-
ate. For instance, disputes between the Catholic Church and the govern-
ment over issues such as birth control have caused tensions that might
have influenced the church’s support for certain education policies or the
state’s support for certain demands on Catholic schools. Additionally, the
appearance of Protestant churches on the political and educational scene
has complicated the management of a public policy that in practice had
dealt only with Catholic schools. A public debate is taking shape around
the fairness, legality, or discriminatory nature of giving official support to
schools of one religious affiliation to the detriment of others.

The image that emerges is a series of “geological layers” of educa-
tional policy initiatives dictated by considerations which, however valid
in the particular political and educational circumstances of their time,
were never drawn together into an organized, comprehensive frame of
reference. Hence the Peruvian education system is characterized by dif-
ferent types of relationships between public and private schools, and by
substantial doubt among private actors as to how long the present rules
will remain in force—and even about whether it is right to talk of rules or
just a set of complex bilateral agreements sustained partly by tradition and
partly by the players’ ability to reach agreements on a case-by-case basis.
While Peru can point to interesting and productive instances of coop-
eration between private agencies and the state in the education field, the
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system as a whole is beset by high transaction costs and regulatory uncer-
tainty. An understanding of why this is so demands a more detailed review
of the different public funding mechanisms for privately run schools.

Another key aspect of the public-private relationship in education is
accountability. In essence, the government must be able to get correct and
timely information on whether transfers to the private sector are being
properly managed, used for their original purposes, and reaching the tar-
get sectors. Peru lacks an overall and well-reasoned policy framework, and
does not even have a body to monitor the effectiveness of transfers to pri-
vate education. For a time, ONDEC was the nearest thing to an organized
accountability mechanism, since parochial schools are required to furnish
accounts of the use of public funds received through the organization,
which in turn is accountable to MINED for the transfers it has received.
ONDEC’s weakening as a result of the proliferation of direct agreements
between schools and education authorities has reduced the scope of its
accountability function (box 6-1).

In terms of their operation and performance as education service
providers, oversight of the three types of public-private schools falls to
the University of Business and Social Sciences (UCES), which is respon-
sible for supervising all schools. This oversight has its own shortcomings,
since UCES wusually lacks the resources needed for regular and system-
atic inspections, and supervisory visits are reportedly sporadic. Private
school principals believe their schools face more stringent demands than
state schools and that supervisory rules are being unfairly applied with a
systematic bias against the private sector. This creates an atmosphere of
distrust and suggests that the authorities assume that schools managed
directly by the state require less supervision than privately run establish-
ments. It seems clear that the other side of the public-private relation-
ship—accountability to the government as the source of subsidies to
private agencies—is far from operating as it should, mainly because of
MINED’s own institutional weakness and the fact that UCES has insuffi-
cient resources for the constructive and systematic monitoring and assess-
ment of private schools.

The lack of definition in the education sector’s regulatory framework is
also clear in private schools’ participation in MINED programs that chan-
nel goods and services to improve system quality, mainly textbooks and
teacher training courses. In principle, publicly financed private schools
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The Experience of ONDEC

Public subsidies are transferred to privately run schools as the payment of
teachers’ wages. Traditionally, on the bishop’s authorization, ONDEC would
negotiate the total number of positions with the Ministry of Education.
ONDEC also had a clear influence on the decision regarding where positions
should go—that is, which schools would receive more MINED resources and
which less. Recently, however, the channeling of positions through ONDEC
has ceased to be wholly centralized, and direct agreements between schools
and the education authorities are increasingly frequent. Fé y Alegria, to men-
tion only the best known case, has an independent agreement with MINED
that bypasses ONDEC.

ONDEC's weakening as a centralizing—and, to some extent, rationalizing—
agency for public transfers to privately run schools stems largely from the
lack of a firm policy framework that sets out clear and comprehensive rules.
This lack gives each actor an incentive to negotiate separately for better con-
ditions. In contrast, chapter 7 outlines an agreement between Venezuela'’s
Ministry of Education and the Venezuelan Association of Catholic Education
which has successfully established rules—and which have been agreed to by
all involved—on managing education subsidies to the private sector. Other
factors have helped lessen ONDEC's influence, including the difficulties fac-
ing the Catholic Church in maintaining a united front in its dealings with the
government.

The main effect of ONDEC’s weakening is clear: a widespread belief within
the Peruvian education sector that securing and keeping public subsidies is
essentially a political process whose outcome depends mainly on the lobby-
ing power exerted by the representatives of each school, religious order, or
private network, and only marginally on a set of predictable and universal
rules.

are eligible to receive these inputs; in practice, however, they rarely have a
chance to participate in the training activities arranged by the public sec-
tor, and book deliveries are erratic. Private schools appear to be the last
served by distribution mechanisms.

The mechanism of financing teaching positions in private institutions
gives rise to a situation in which a teacher’s direct employer is the state,
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but the school principal or manager is a private employee. In some cases,
the state pays all the school’s teaching staff; in others, such as parochial
schools, it meets part of the payroll cost, and the wages of the other teach-
ers and administrative staff are borne by the sponsoring organization,
usually a religious order. Thus, in a parochial school, some teachers work
under the public employment regime, and others in the private sector. A
fuller understanding of what this might imply calls for a more detailed
examination of the management model used by privately run schools
receiving public funding.

Model of Private Education Management

Research on Peru’s publicly subsidized private schools, and interviews
with their administrators and teachers, shows certain standard manage-
ment practices that are explicitly stated and upheld as essential to the run-
ning of such schools. Together, these practices amount to a management
model, which, while never put into writing, is well designed and consis-
tently applied in many schools. ®

Before reviewing the nature of this management model, it should be
pointed out that the rules applied in parochial schools are those of private
education law, which gives such establishments broad freedom to define
their management style, organizational structure, curricular adaptation,
assessment system, and schedule.

In contrast, partnership schools, as state schools managed by a reli-
gious order, are subject to the same regulations as public schools. How-
ever, their administrators have modified their management and organi-
zational characteristics to the maximum extent allowable by law—and, in
many cases, they operate according to different procedural norms alto-
gether. Thus, for example, their academic year begins two or three weeks
earlier than public schools, students have more class hours, infrastructure

8Since all the schools covered by this analysis are Catholic, it is legitimate to ask
whether the model described stems from private management and the greater freedom
it confers vis-a-vis the rules and management norms applied to the schools controlled
by MINED or UCES, or whether the distinctive features identified derive from their
Catholicism per se. Such an analysis is beyond the scope of this chapter. However, Saa-
vedra and Diaz (2000b) identify similar autonomy and educational effectiveness in a
small group of non-Catholic schools that receive public funding but do not report to the
education authorities. Among these are schools attached to other public institutions or
to private business consortia, both of which entities allow them considerable autonomy.
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management is highly efficient, and there are many and varied extracur-
ricular activities provided.

Autonomy

The first characteristic of this management model is the autonomy of the
administration and principal to select and manage teaching staff. The prin-
cipals of privately run schools take great pains in interviewing candidates
and checking the qualifications of all teachers hired to give classes in their
schools. They say that they are not necessarily looking for teachers with
many qualifications and/or a great deal of experience. Almost always, they
prefer candidates who are young; have had good initial training; and—
above all—are willing to learn, eager to be trained, and likely to identify
with the educational endeavor of which they will be a part. This distinctive
trait of private school management is discernible even in those establish-
ments where almost all teacher wages are provided by public funds, as in
the partnership schools and, to a large, extent, the Fé y Alegria network.
A 1999 survey of principals and teachers at Peruvian state and private
schools corroborates the interview results. In state schools, less than 25
percent of teachers believe the principal should decide on promotions,
compared to 59 percent in private schools (Saavedra and Diaz 2000a).
This basic trait of the private management model can be a potential
source of conflict in a system of public subsidies based on teaching posi-
tions. In fact, in the second half of the 1990s, this was a source of growing
friction: the state’s power to choose the teaching staff in private schools
and the willingness of principals to abdicate their right to do so. At times,
the local education authorities—in UCES—try to dictate to whom a posi-
tion should be assigned. The senior staff of private schools are wholly
unwilling to accept this, on the grounds that personnel selection is vital
to the effectiveness and performance of the schools under their manage-
ment. In practice, however, the authorities’ position is that as long as these
teachers are paid by the government, staff selection should be guided by
the results of state-sponsored competitive examinations, and the schools
should accept the state’s assignment of teachers to specific establishments.
No formal policy has been detected at the national level geared to limiting
their autonomy. On the other hand, some within MINED have urged that
the subsidy-by-position system be replaced with a payment-per-pupil sys-
tem, which in practice would give schools greater management freedom.
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Professionalism

The management model, however, goes far beyond staff selection. As a
rule, privately run schools keep close track of teachers’ professional prog-
ress and devote significant resources to supervision, teaching support,
assessment, and training. There is a real interest in assisting teachers in
their development and maintaining close, personal contact between them
and management staff. Private schools thus map out a career path for their
teachers—which the teachers seem to appreciate, even though it is more
demanding in terms of time and effort, and they receive little material
compensation in return.’ There is clear evidence that private schools strive
to promote a culture of assessment. Principals spend much time observ-
ing teachers at work and giving them support and feedback. The teachers,
in turn, are used to receiving suggestions from their superiors and col-
leagues, and respond constructively, exhibiting continual improvement in
their teaching practices. Private schools, even partnership schools, also
have staff incentives that state schools lack. In some cases, these are wage
supplements; in others, commendations of their work and an opportunity
to advance in their profession through proven effort and skills.

Teacher dismissals in private schools are rare. The prevailing view
among the principals interviewed is that if a teaching team has been care-
fully selected, the vast majority of its members will be capable of working
to the schools standards if given proper support. Very few fail, or reject the
educational endeavor in which they are involved, and the vast majority of
the exceptions leave the school voluntarily. Private school principals admit
that, if they had to dismiss a teacher, the regulatory procedures involved are
extremely cumbersome. At the same time, they take pride in their ability
to apply the rules; they contrast this favorably with the state sector, which
has identical rules regarding leave, absence, expected conduct, and gen-
eral duties, but whose rules are seldom enforced with the same rigor."

Teachers in state-funded positions receive the same wages as their public school
counterparts. This parity posed a problem at one time for parochial schools that
were hard pressed to pay non-state-funded teachers a similar wage. Since the end of
the 1990s, however, the opposite has been the case, and a high percentage of private
schools now pay more than the public sector. These private schools make supplemen-
tary payments to teachers in state-funded positions.

Recent research corroborates this view. Saavedra and Diaz (2000a) found a
highly significant difference between public and private establishments concerning
principals’ perception of their effectiveness in managing school affairs and teachers’
views of the importance and power of the principal.
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Teacher Support

Another feature of the private management model, linked to the forego-
ing, is that there are units or authorities within the school responsible for
providing teaching support to the staff. The state system has its MINED
supervisors, but it has not implemented teaching support mechanisms in
every establishment as part of the school’s organization. There is reason to
believe that this distinctive trait, revealed in studies of private school orga-
nization (Navarro and de la Cruz 1998), makes a substantial difference in
classroom practice by providing a permanent mechanism for assessment,
feedback, and teaching support within the school, rather than depend-
ing on the sporadic visits typical of traditional inspectors and supervisors
throughout Latin America, including Peru.

Private schools also tend to have proactive principals who establish
a sense of authority and responsibility within the school and who try to
be approachable and open to each staff member. The management style
of principals observed as part of the present research focused on finding
effective solutions to the challenges of scarce resources, the need to make
the best use of available space, the characteristics and needs of teachers,
and maintenance of good relations with parents and guardians. They also
had a strong sense of duty and responsibility toward students, parents, and
their own superiors (usually the management board of the religious order
or, in the Fé y Alegria schools, the network’s head office in Peru).

Relationship with Parents

The last facet of this management model is the relationship with parents.
Privately managed schools tends to make different demands on parents in
terms of participation and contributions. Parochial schools charge parents
a modest enrollment fee, which is not the case with either partnership or
Fé y Alegria schools. But private schools assume that parental involve-
ment will go beyond monetary contributions. Schools expect the commu-
nities they work with to donate their time and energy to the project. The
funds thereby raised buy teaching equipment and materials or are spent
on cleaning and maintaining the schools. Because of their effectiveness in
involving pupils’ families, privately run schools usually have funds avail-
able for educational supplies other than salaries, and as a result they have a
more efficient mix of supplies (Navarro and de la Cruz 1998). This is only



6. Publicly Financed, Privately Run Education in Peru: It Still Works 185

an indirect indicator that privately run schools might stimulate learning
more effectively than public," but the question deserves closer attention.

The Performance of Private Schools

In privately run schools, a more balanced mix of inputs is accompanied
by another indirect indicator of educational efficiency: excess demand
for places. Private schools of the type studied here usually report that the
demand for spaces for young and older children is consistently higher
than capacity. A sufficiently large number of families repeatedly favor this
option, even when a state school is available, thus creating excess demand
for private school services.

So high is demand that privately run schools have had to develop pupil
selection systems. Interviews with school principals and private manage-
ment networks show that there is no single selection criterion or process.
Indeed, procedures vary widely among different types of schools and the
religious orders running them. Some conduct lotteries, others practice
some kind of positive discrimination, and so on. These methods of selec-
tion do have some general features in common:

= They do not discriminate by the purchasing power of families or their

willingness to pay: This is true of partnership schools, which are
public and free; and Fé y Alegria schools, which are private but
wholly subsidized, except for voluntary parental contributions for
school cleaning or equipment. The enrollment charges of parochial
schools are normally quite modest, thanks to state financing of
some teaching positions and the (usually fairly limited) availability
of grants for needy families. It is clear, however, that there is some
self-selection by income level.

» They give preference to local students: Geographic proximity is used

as a selection criterion in almost every case.

"nsights gained over two decades of study clearly indicate that a certain balance
of inputs is needed to provide quality education (Hanushek 1987). It can be argued
that teachers are the most important input in the provision of education, but it is no
less clear that they are not the only one. Numerous studies have demonstrated, for
example, the importance of textbooks as a vehicle for improving education standards
in developing countries. In educational systems where wages consume over 95 percent
of expenditures, thought should be given to reallocating a proportion—however mod-
est—to other inputs such as teaching materials, textbooks, and learning technology.
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» They consider the willingness of the students family to engage with
the school, its educational endeavor, its activities, and its needs, often
without reference to religious affiliation: For example, despite their
being run by religious orders, neither Fé y Alegria nor partner-
ship schools discriminate by religion. Indeed, in one Fé y Alegria
school, almost half the pupils are from Evangelical families. In
parochial schools, it is hard to find signs of religious discrimina-
tion, and the little evidence available does not allow general con-
clusions to be drawn.

Admittedly, excess demand is a fairly weak indicator of educational
effectiveness, since it is widely acknowledged that families have little reli-
able information on which to judge the quality of teaching in a given
school. In a market with imperfect information, decisions cannot easily
lead to efficient outcomes. In the absence of direct measurements of stu-
dent achievement or the opportunity to observe what goes on in class,
families’ decisions might be influenced by their impression of a school’s
external features, such as an atmosphere of discipline, the cleanliness and
style of the uniform, or the respect inspired by the principal. It could also
be argued that observable characteristics, or a school’s particular moral cli-
mate, are qualities that parents regard as part of a good education for their
children, although such traits might not necessarily translate into higher
marks on a standardized test. From a public education policy standpoint,
what is significant is that when low-income families can choose their chil-
dren’s schools, a large number opt for privately run schools.

The discussion about whether private schools are more effective than
their public counterparts is far from settled, because there is little avail-
able information on relative student performance by type of school. The
fact that private schools score higher across a wide range of educational
indicators is amply documented. A 1997 study, for instance, found that
the repetition rate in state schools was five times that of the private school
average, and the dropout rate was 25 percent higher (Saavedra and Feli-
ces 1997). Unfortunately, these figures do not distinguish between pri-
vate schools in general (including those attended by children from the
country’s highest socioeconomic stratum) and those that are the focus of
this study.

It is worth reviewing the little indirect evidence available, which is
confined to the effectiveness of private schools receiving public funding.
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The main sources of this
information are stud-
ies of the educational
results of Fé y Alegria
schools. The Center for
Education Research and
Development produced
a report comparing the
results of Fé y Alegria
schools with comparable
public schools (CIDE
1998). The findings are
shown in table 6-2.

Comparison of Fé y Alegria and state

schools, primary level, 1998 (%)

Indicator (rate) Féy Alegria
Dropout 6.0
Repetition 26.5
Timely completion 64.7

“Timely completion” refers to completion

without repetition.

CIDE (1998).

State
14.0
336
41.7

The data show the consistent superiority of Fé y Alegria schools over

those deemed comparable in terms of proximity, socioeconomic level

of the students, number of grades taught, and other relevant contextual

variables.

This conclusion is corroborated by a case that amounts to something

like a natural experiment. Several very run-down rural schools were once

in state hands but were
later brought into the Fé
y Alegria network. For
these schools too, the
dropout and repetition
rates revealed a notice-
able and consistent
improvement after the
schools changed man-
agement. Moreover,
after Fé y Alegria took
control of several
rural schools, their
indicators began to
improve as highlighted
below and shown in
table 6-3.

Changes in retention of girls and

proportion of over-age students in state
schools taken over by Fé y Alegria (%)

Proportion
Retention of of over-age
girls students

Grade 1996 1999 1996 1999
1 52 51 44 43
2 52 49 72 63
3 44 49 83 79
4 36 44 89 77
5 23 40 93 84
6 16 33 100 82

Saavedra and Diaz (2000a).
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= Between 1996 and 1999, the proportion of girls enrolled in the
fourth grade rose by 8 percent; it rose by 17 percent each for girls
in the fifth and sixth grades.

= The numbers of over-age students fell 4 percent in the third grade,

9 percent in the second and fifth grades, 12 percent in the fourth,
and 18 percent in the sixth.

= When the school was still under public management, not a single

sixth grade student was of the recommended standard age.

Another indicator of the program’s impact is the percentage of sixth
grade pupils relative to those in the first grade; this proportion increased
from 15.2 percent in 1993, to 33 percent in 1997, and to 51 percent in
1999. These results indicate the improvements that can be achieved with
an organizational model such as Fé y Alegrias—even when the pupils are
of the same background, the human resources involved are similar (espe-
cially the teaching staft), and schools face the same constraints as when
they are under state management.

This evidence about Fé y Alegria management complements the main
conclusion of a recent research project on the impact of institutional envi-
ronment and contractual incentives on teacher conduct and performance.
A key finding was that teachers in private schools behaved in a signifi-
cantly different way from teachers at state-run schools, and that the differ-
ence in conduct is linked to teaching practices that are generally regarded
as conducive to better student learning and performance (Saavedra and
Diaz 2000a).12

In sum, although most of the evidence is indirect, there are signs that
privately managed schools in Peru compare favorably with their state-run
counterparts. Their management model seems to give schools more than
just an external impression of effectiveness; it also makes a real difference
in educational outcomes. However, this conclusion should be accepted
with caution until corroborated by more ambitious studies.

The question of costs also remains to be addressed. Comparative data
on this aspect of the private and public systems is scarcer in Peru than

’These results were obtained after controlling for all such characteristics as
teachers’ years of education, student socioeconomic profile, length of service, etc. The
factor that could not be controlled for was possible subject self-selection—that is, the
fact that private schools might attract a different kind of pupil. This is more than just a
hypothetical concern, because excess demand obliges private schools to establish and
use selection criteria.
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those on educational results, and the little data that are available cover
only the Fé y Alegria network. The studies that have analyzed per pupil
costs in these schools in Peru and other countries in the region concur
that they do not differ significantly from those of public schools (CIDE
1988, Navarro and de la Cruz 1998, Navarro and Gonzalez 1994). It might
be that in other schools, especially mixed-finance or parochial schools,
parental contributions make a significant difference in unit costs, but no
firm conclusions can be drawn in the absence of systematic information.

Conclusions

Public policy on privately run education in Peru is characterized by dis-
connection, unfinished tasks, and underutilized potential. The discon-
nection exists because neither the main ingredients of the policy nor the
channels through which it is implemented consistently reflect any appar-
ent regulatory logic or well-defined public policy goals."

Disconnection is expensive. The system’s high transaction costs can
only lead to inefficiency, which prevents it from realizing the full poten-
tial of the public finance-private management mix. Transaction costs may
not be readily apparent, but they can be seen, for example, in opaque and
unpredictable rules and in the weakening of formal financing channels
in favor of ad hoc contracts subject to continuous renegotiation among
many actors.

These costs are higher still in view of the evidence presented in this
chapter that privately run schools generally perform well, and that they
are relatively better than public schools. Doubtless the supply of private

BThe fact that the Fé y Alegria partnership program and the funding of teach-
ing positions in parochial schools are expressly designed to favor the poorest sectors
demonstrates that the subsidizing of private schools aims to support disadvantaged
social groups. However, the question remains (in Peru and in the other 13 countries of
the region in which Fé y Alegria schools operate) as to whether the decision to chan-
nel education spending through private suppliers is based on an acknowledgement
of their advantages in terms of cost effectiveness or their superior ability to run suc-
cessful education projects in deprived social settings. Greater clarity is needed regard-
ing the criteria used to guide and rationalize the distribution of teaching positions,
why funding takes the form of payment for teaching positions, and what checks are
used to determine whether subsidies are achieving their intended goals. None of these
questions can be answered conclusively in the current context of Peru’s public policy
framework for private schools; the framework has not sufficiently developed its dis-
cussion of the matter and is not equipped with suitable management and assessment
instruments.
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schools would not be universal even under a wholly favorable regulatory
framework, but better rules would increase the number of schools using
a cost-effective management model that seems beyond the reach of most
public schools.™

Probably the single most important characteristic of public-private
partnerships in Peruvian education is the emergence of a simple man-
agement model adopted, with minor variants, by all the country’s private
schools. This model is essentially a blend of common sense and a respon-
sible and consistent approach to administrative and educational manage-
ment. Traits such as autonomy in teacher selection and care paid to their
supervision, training, and professional development; an effort to build
and maintain good relations with parents and guardians; and implemen-
tation of an assessment culture exemplify a pragmatic and conscientious
approach. The fact that this approach is successful even when applied
at the most disadvantaged social sectors with children from the lowest
income families means that a closer examination of the characteristics of
this management model is in order, as these are traits found less often and
less strongly in public schools.

In practice, this management model entails an incentives structure
affecting administrators, other members of the teaching staff, and parents
that differs markedly from that used in public schools. From the princi-
pal-agent perspective, the “principals” in public schools are MINED and
UCES, which are fairly remote institutions with little supervisory capac-
ity. In contrast, the teachers working within the private management
model deal with administrators in the school who are ready to enforce
compliance and to support their professional development. In turn, the

>«

administrators’ “principal” is the community and their superiors within
the religious order. These provide an ethos for action through their rep-
resentatives in the school and oversee the progress of schools under their
charge. They do so without undermining the autonomy and authority of
the school principal—and in fact, strengthen the person in that position.
There is a good reason that private schools uphold their right to choose
their own teachers; this is in sharp contrast to the apparently diminished

authority of the principal in a typical public school.

"In Chile, the expansion and consolidation of private school subsidization led to
a rapid increase in supply.
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The first step in improving the Peruvian education system is to bring
dynamism and reasoned goals into the current stagnated policy on sup-
port for private education. MINED’s lack of initiative in this regard stems
from the public’s sensitivity to any government attempt to give nonstate
agencies the ability to run effective schools at a lower cost, from the com-
plexity of church-state relations—and probably from uncertainty about
the main effects of such a drastic policy change.

A review of the mechanisms for allocating resources to privately run
schools suggests the need to increase (not further erode) school auton-
omy, and probably to move toward a per pupil cash payment rather than
subsidization based on teacher positions; this latter approach causes rigid-
ity and could hinder the operation of the private management model.

This greater autonomy should be complemented by regulating the
current rules into an overall agreement (as in Venezuela; see chapter 7) or
the establishment of general rules on support for private education (as in
Chile; see chapter 3) that offer predictability and lower the transaction and
lobbying costs of the present system. Enhanced autonomy will also require
better control and support mechanisms from the state to ensure account-
ability and maximize collaboration and mutual assistance between private
and public agents. Ideally, the redesigned mechanism governing the pub-
lic-private partnership should be informed by good data on student qual-
ity, performance, and socioeconomic status, and on how best to target the
public funds transferred to private education.

Finally, a decision must be made on the advisability of expanding
the publicly financed, privately run education sector to exploit the qual-
ity, equity, and efficiency advantages of its management model. (This
assumes for the moment that such advantages are proven, something that
is suggested here but that cannot yet be asserted with complete certainty.)
Political and social considerations that go beyond the educational issues
addressed in this chapter obviously enter into the matter. The crucial
questions are how to improve education in Peru and whether the broader
application of a management model in which agent and principal inter-
ests are more closely aligned than in public schools should be an impor-
tant part of improvement efforts. Analysis of the factors and preliminary
evidence outlined in this chapter suggests an affirmative response to that
latter question. In other words, improving Peruvian education requires
better school management, understood as the incentives structure within
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which principals and teachers work. Management is not the only factor,
of course, but it is a crucial component of various kinds of educational
reform and investment efforts. Achieving these ends can include at least
two initiatives: expanding the private management of public schools, and
giving state-run schools the autonomy and accountability that are rarely
found in the public system but that are more widely—if not universally—
present in private schools.
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CHAPTER?

SUBSIDIZED CATHOLIC SCHOOLS IN
VENEZUELA

Rosa Amelia Gonzilez and Gregorio Arévalo*

This chapter deals with a group of private schools belonging to the Venezu-
elan Association of Catholic Education (AVEC), which receives a govern-
ment subsidy managed by the Ministry of Education, Culture, and Sports
(MECD).! To understand this experience, two points must be made clear.
First, not all the private schools associated with AVEC receive the benefits
of the MECD-AVEC agreement, since many are totally financed by fees
(especially those serving the middle and upper socioeconomic levels).
Thus, the AVEC schools covered by the agreement serve pupils from fam-
ilies with meager resources. Second, the MECD-AVEC agreement covers
schools belonging to different religious groups and organizations, includ-
ing Fé y Alegria. Fé y Alegria is the institution with the most influence in
the agreement (accounting for about 30 percent of enrollment) and is one
of the best known by the public; it is not, however, the only beneficiary.

The Venezuelan Education System and the
Traditional Public School Model

Venezuelas education system is based on substantial state intervention in
educational development. The sector’s administration has been centralized.

*Rosa Amelia Gonzalez is a coordinator at the Center for Public Policy and a
professor at the Institute of Advanced Studies in Administration in Caracas. Grego-
rio Arévalo is an economist in the Finance and Infrastructure Division, Region 1, of
the Inter-American Development Bank. The authors are responsible for the opinions
expressed in this chapter, which do not necessarily reflect the official positions of the
institutions for which they work.

'Founded in 1945, AVEC defines itself as a nonprofit, politically unafhiliated civic
association, open to dialogue and at the service of the national community and the
church. It is part of the Inter-American Confederation of Catholic Education and the
International Office of Catholic Education. In 1999, AVEC had 705 member schools,
of which 556 (78.9 percent) were covered by the MECD-AVEC agreement.
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It has been dominated by a single educational concept and is subject to
controls established by the Ministry of Education (now the Ministry of
Education, Culture, and Sports) which affect every aspect of its operation.
The ministry is not, and has never been, the only agency directly respon-
sible for school management. State schools are operated by state govern-
ments; municipal schools are run by the municipalities. Autonomous
schools, which are established by state companies and institutions to pro-
vide worker benefits, are run by various other agencies of the national
state. Venezuela also has private schools operated by private suppliers.
Table 7-1 shows the distribution of schools, enrollment, and teachers by
type of school in 1997-98.

Distribution of schools, enrollment, and teachers by type of
school, academic year 1997-98

Type of Schools Enrollment Teachers
school No. % No. % No. %
Public 17,458 82.9 4,462,985 80.9 252,908 76.1
National 8,370 39.8 2958476 536 172,835 52.0
State 8,115 38.6 1,328,164 24.1 69,116 20.8
Municipal 478 2.2 58,517 1.1 2,847 0.9
Autonomous 495 23 117,828 2.1 8,110 24
Private 3,588 17.1 1,053,200 19.1 79,284 239
Total 21,046 100.0 5,516,185 100.0 332,192 100.0

Data are for preschools, primary and secondary schools, and professional educa-
tion institutes.

Data from MECD, 1999.

Centralization and Decentralization

The three levels of government (municipal, state, and national) manage their
respective schools under the curricular, organizational, and financial guide-
lines of the national government as promulgated by MECD. The central gov-
ernment’s strong control of policymaking and management has unified public
school administration, and the only area with a different educational adminis-
tration is, to a large extent, the private sector (Navarro and de la Cruz 1998).
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Recognizing that the vast size of the national education system makes
its efficient and effective centralized management impossible, MECD has
tried to decentralize itself by creating ministry offices in several parts of
the country to bring certain functions closer to users. In 1969, there were
eight regional education offices; the Organic Education Law of 1987 cre-
ated similar offices in the 23 federal entities. However, these offices are
relatively weak because they have never been given substantive functions.
The regional offices cannot make education policy or draw up their own
budgets; they do not have the flexibility to reallocate resources because
they lack clear information on how much is allocated to each school; they
do not manage resources to maintain and equip school buildings;* and
they do not administer teachers’ salaries, acting solely as intermediaries
for the distribution of payments from MECD headquarters in Caracas to
each school. The regional education offices therefore have had virtually no
effect in reducing the centralized nature of Venezuela’s education system.

The decentralization that began with the election of governors and
mayors in 1989 has brought about changes in the centralized public edu-
cation sector. State officials have had more discretion in decisionmaking,
especially concerning the provision of social services in the areas of health
and, to a lesser degree, education. And the programs of some of the new
regional and local leaders have included projects to transform the educa-
tion system in their jurisdictions and improve the quality of the education
provided in the schools for which they are responsible. During the 1990s,
regional education projects emerged that have become significant refer-
ence points for the progress made in changing the system—in spite of
strong recentralization policies in recent years.

In 1996, the government devised the Project to Restructure and
Decentralize the Education System, an effort to implement a new way of
organizing and administering education in the nation. The project sought
to make MECD the governing institution, while transferring to the state
governments the schools; the teachers’ payroll; and the authority to man-
age the budget, goods, and personnel. It also provided for the transfer of
some functions directly to the schools. Thus far, however, the project has

Responsibility for building, expanding, maintaining, and financing schools falls
to a national agency associated with MECD: the Foundation for Education Grants and
Support.
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made little progress because of a lack of political will at the national level.
Changes that had been achieved include agreements on the transfer of
services in just three states (Aragua, Lara, and Nueva Esparta) and some
restructuring of the regional education offices and the state governments’
education secretariats, with a view to unifying these two entities in prepa-
ration for a possible future transfer of authority.

With the advent of the Chéavez administration in 1999, decentraliza-
tion was suspended, and there is little sign of its short- or medium-term
renewal.

General System Organization

The organization of Venezuela’s public education system can be character-
ized as follows (Bruni Celli, Ramos, and Gonzalez 1999):

= The system’s general policies are established by the national execu-
tive branch. Other administrative institutions (states and munici-
palities) devise and implement their own policies and projects.

= A common regulatory framework governs the structure and
administration of the education system and determines some of
the features of the employment contracts in all the public schools
(at the national, state, and municipal levels).

= The teachers in the various public schools negotiate collective con-
tracts independently with their respective administrative institu-
tion (MECD, state government, or municipality). In most state and
municipal systems, the reference point in the negotiations is the
collective contract of teachers employed by national schools.

= According to the legislation in force, there is a single system of
supervision. This National Supervision System is responsible for
monitoring education in all public and private institutions, as well
as for ensuring compliance with study plans and programs defined
by the national government. Nevertheless, states and municipali-
ties also have their own parallel supervision systems.

= The hiring, classification, and promotion of teachers is governed
by the Regulation on the Teaching Profession in the three levels of
the public school system, but the organization and control of those
processes differ. The national government, through MECD and the
National Qualifications Board, remains the highest authority for
all public school systems.
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= Public schools are financed by their own administrative authorities,
although inter-system subsidies are frequent. The teaching staft of
a national school, for example, might include teachers associated
with the states or municipalities and vice versa. Public schools can
receive donations in cash or in kind, usually channeled through
civic associations of parents or teachers. Recent years have seen the
emergence of several mechanisms by which public schools receive
contributions, mainly from the national government (sometimes
with loans from multilateral institutions) for specific projects.

= In none of the national schools do the leaders and members of the
educational communities have the authority to influence the hir-
ing and promotion of teachers or discipline personnel. The school
principal is only authorized to act in the event of minor infractions
that merit verbal or written sanctions and to oversee the disciplin-
ary proceedings, especially in the early stages.

s The leaders and members of the educational communities in
national schools may not decide on how school funds are allocated.
The allocation of spending is the exclusive responsibility of MECD;
the school has the discretion only to manage resources from dona-
tions in cash and in kind channeled through civic associations of
parents and teachers.

Subsidized Catholic Schools

Venezuela’s private schools consist of (1) those that receive all their financ-
ing through user contributions (nonsubsidized schools) and (2) those
whose operating costs are partially or wholly subsidized by the state. Most
of the latter are Catholic schools belonging to the Venezuelan Association
of Catholic Education, which receive an overall amount from MECD to
finance the operational deficits of those schools covered by the MECD-
AVEC agreement. Many Catholic schools also receive subsidies in kind—
that is, teachers who are registered at the national or state level.

In 2000, MECD planned to offer a little more than 96.5 billion boliva-
res, equivalent to $142 million, in subsidies to private schools. Some 80.9
billion (approximately $120 million) of this amount was earmarked for
the MECD-AVEC agreement. Subsidies to Catholic schools associated
with AVEC and covered by the agreement thus account for 83.8 percent of
MECD resources for private education.
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The MECD-AVEC Agreement

The legal basis of the MECD-AVEC agreement is Decree 722 of 1990,
which approved the Regulations on Granting Subsidies to Private Schools
Registered with MECD. These regulations include rules governing the
national government’s contribution to private education through subsidies
to nonprofit legal entities to promote education and the education system
(box 7-1). The agreement is overseen by the Office for the Coordination
and Control of the Agreement. In general, the MECD-AVEC schools do
not charge tuition, except in certain cases where schools can request a
“voluntary contribution” of up to 15 percent of costs. The agreement may
cover some specialized training programs in technical and agricultural
education. Other affiliated institutions and initiatives include:

» Fé y Alegria and Teachers Support Center: These entities organize
and guide programs supporting teacher training.

» Adult education project: This initiative is implemented through the
Fé y Alegria Radio Institute.

» Attention to the Community Project: This project is aimed at youths
between 15 and 24 years old who have dropped out of formal edu-
cation and who are unemployed and have no work-related training.
The project operates through labor-related education workshops
in various areas; training is also offered in reading and writing,
arithmetic, self-esteem, and other subjects.

The Venezuelan government’s financial support to private educa-
tion—especially Catholic education—began long before the promulgation
of Decree 722. Previously, however, organizations interested in receiving
state subsidies each had to negotiate the terms of the support individu-
ally, with no guarantee that such support would be forthcoming and no
certainty about the amount. After 1990, the relationship between MECD
and the private schools receiving government subsidies—including the
schools associated with AVEC—was institutionalized.

Table 7-2 shows the distribution of enrollment in AVEC-affiliated
schools. Enrollment in schools that participate in the MECD-AVEC agree-
ment is separated from those in other, nonsubsidized affiliated schools.

The table shows that schools participating in the MECD-AVEC
agreement account for almost 80 percent of all affiliated schools. To ben-
efit from the agreement, the schools must be registered with MECD and
express their wish to participate in the agreement. There is no formal con-
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Key Components of the MECD-AVEC Agreement

The subsidies cannot be used to pay for services whose costs are higher than
those in the public schools.

Permanent subsidies are given only to schools offering free education,
those of special public interest (e.g., schools that offer technical, voca-
tional, and agricultural training), and those with insufficient fee income.
Occasional subsidies seek to help improve teaching quality and facilitate
research or extension programs of interest to the state in the areas of sci-
ence, technology, or culture.

MECD must conclude written agreements with the school that set out its
specific obligations.

Application for a subsidy must be accompanied by a budget report, a bal-
ance sheet with income and expenditures duly specified, and a certificate
from the Venezuelan Institute of Social Security and Income Tax.
Subsidized schools are subject to any inspection of their administration
and teaching supervision the ministry deems appropriate.

The private school subsidy may be channeled through civic associations
and other nonprofit legal entities, including private establishments reg-
istered with MECD and entities that can, in line with their charters and
bylaws, represent the schools.

Civic associations and other nonprofit legal entities shall present to MECD
the entire subsidy application for affiliated schools that wish to participate
in the agreement.

The civic association or nonprofit legal entity shall guarantee that the
subsidy will be used to cover the costs needed for proper functioning of
the affiliated schools that participate in the agreement. The association
shall control and oversee the use that the affiliated schools make of the
contributions.

Initially, the agreements reached with civic associations and other non-
profit entities will be on a trial basis that will not exceed a year, during
which time the ministry will assess the results of the accords’implementa-
tion and decide whether to extend them.

The civic associations and other legal entities shall send MECD an annual
account of the public and private contributions received and how they are
used.
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Enroliment in AVEC-affiliated schools, academic year 1998-99
Schools Schools not
covered covered
by MECD-AVEC by MECD-AVEC
Educational level agreement agreement Total
Preschool 32,731 10,636 43,367
Primary & lower secondary 285,074 65,949 351,023
Upper secondary 30,249 11,897 42,146
Vocational/technical 2,133 181 2,314
Other 3,592 6,822 10,414
All levels 353,779 95,485 449,264
Percentage 79% 21% 100%
AVEC (1999b).

tract between AVEC and the participants. The latter, however, must com-
ply with legal, administrative, and teaching procedures set forth by AVEC,
as well as with its supervisory requirements.

Table 7-3 shows that AVECs relative share of Venezuela’s education sys-
tem accounts for less than 10 percent of the public system, a little more than 40
percent of the private system, and about 8 percent of the system as a whole.

Enroliment by school type and level, and AVEC share of
enrollment, academic year 1997-98

AVEC share
as % of
Enrollment enrollment
All All
Level schools Public Private =~ AVEC schools Private
Preschool 759,372 613,765 145,607 42,309 5.6 29.1

Primary and lower .7 57 3507082 770575 344506 79 447

secondary
Upper secondary 388956 251,938 137,018 44,158 11.4 322
Total 5,516,185 4,462,985 1,053,200 430,973 7.8 409

AVEC (1999a).
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Since 1990, AVEC has concluded annual agreements with MECD to
cover the operational deficits of those affiliated schools that have expressed
their willingness to be included in the agreement and that meet the neces-
sary conditions.

Table 7-4 shows the financing structure of the AVEC schools that par-
ticipate in the agreement. The table separates state contributions, those
from parents and guardians, and those from the school and their affiliated
institutions.

It is clear that from 1999 onward there was a decline in the relative
share of state contributions to the financing of AVEC schools; this drop
was significantly sharper in 2000.

Financing structure of schools covered by the MECD-AVEC
agreement, 1995-2000

Own income

State Schools and Affiliated
contribution parents institutions
Year Amount % Amount % Amount % Total
1995 15,742 92.4 1,224 7.2 71 0.4 17,037
1996 23,262 92.2 1,877 7.5 84 0.3 25,223
1997 55,950 93.9 3,529 5.9 122 0.2 59,601
1998 76,946 94.2 4,658 5.7 120 0.1 81,724
1999 76,472 91.4 7,154 8.5 73 0.1 83,699
2000 80,912 84.1 15,175 15.8 89 0.1 96,176

All amounts are millions of current bolivares. In 2005, $1 = 2,147 bolivares.

AVEC (2000).

The Fé y Alegria School Network

Prominent among the schools and educational institutions affiliated with
AVEC is the school network of Fé y Alegria, a Jesuit organization chiefly
focused on providing education to low-income groups. Its motto reflects
its philosophy: “Faith and joy begin where the asphalt ends.” It was estab-
lished in Venezuela in 1955 at the initiative of the Jesuit priest José Maria
Vélaz, as one of the social action programs he conducted with a group of
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students at the Andrés Bello Catholic University. It has since extended its
activities to several countries in Latin America and has become a signifi-
cant presence throughout the region.

Fé y Alegria concentrates on public primary education, but it has
managed to make its schools true community centers of social service,
which sets them apart in the areas in which they operate. Fé y Alegria pro-
vides education to 25 percent of the children enrolled in AVEC-affiliated
schools (table 7-5).

Enrollment in schools affiliated with AVEC and Fé y Alegria, by
level, academic year 1998-99

Primary Total
& lower Upper

School Pre- secondary secondary

affiliation school  school school Other Number %

Covered by
MECD-AVEC 32,731 285,074 30,249 5,725 353,779 79
agreement

Féy Alegria 8,897 71,935 3,719 29,860 114,411 25

Not covered
by MECD-AVEC 10,636 65,949 11,897 7,003 95,485 21
agreement

Total 43,367 351,023 42,146 12,728 449,264 100

AVEC (1999b).

Fé y Alegria is financed by contributions from the state and civil soci-
ety, but it is not easy to quantify this support in monetary terms. Much
of the organization’s work is undertaken on a volunteer basis by pupils,
parents and guardians, and communities; the value of these contributions
has not been determined. Similarly, there is no reliable estimate of the
value of the schools’ physical infrastructure and equipment, which come
from private sources. Table 7-6 presents Fé y Alegria’s financing structure
for 1999.

The most prominent features of the Fé y Alegria model are described
below (Swope and Latorre 1998; Navarro and Gonzalez 1994).
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Fé y Alegria financing structure, 1999

Source Amount (millions of bolivares) %
State contribution 21,297 92.2
Community contribution 1,795 7.8
Total 23,092 100.0

In 1999, $1 =417 bolivares.

Féy Alegria (1999).

Decentralized Organization. The Fé y Alegria structure consists of three
levels:

= General management: This level is responsible for strategic mat-
ters such as planning, financing, assessment, and supervision of
the network’ activities.

= Local area management: This level interprets and transmits to the
schools the plans and targets to be met within a given period. It
advises the schools on the formulation of educational initiatives
and on planning strategies to secure the necessary financial and
human resources; it also oversees the schools’ performance.

v Educational establishments (schools): These are the system’s opera-
tional units. They have the autonomy to interpret policy guidelines
issued at higher levels and to tailor them to their own educational
projects. They manage staff and take part in decisions on the allo-
cation of financial resources.

This structure, which is unique to the Venezuelan education sector,
makes a healthy balance between centralization and decentralization pos-
sible. Although every level works relatively autonomously, the higher lev-
els are always careful that certain common guidelines are respected and
carried out.

School Autonomy. In Fé y Alegria schools, the management team can:
= Hire teachers and recommend their dismissal. Teachers are hired
by direct recruiting or through a job center operated by Fé y
Alegria’s local managers.



206  Private Education and Public Policy in Latin America

= Assess teachers and propose professional recognition or disciplin-

ary measures.

= Take part in decisionmaking on the allocation of financial resources

and conduct fundraising activities. The schools can retain 50 per-
cent of the earnings of Fé y Alegria’s annual raffle to finance special
infrastructure and equipment projects. They can also seek financ-
ing for their own projects from potential sponsors.

The Fé y Alegria school managers thus have substantial autonomy. Of
equal importance, however, is the availability of the organization’s general
management for ongoing oversight and advice. No other private schools
covered by the MECD-AVEC agreement have this feature.

Clarity of Goals. Each school has a “project,” which is a common goal that
motivates all those involved. Moreover, the project is not selected unilat-
erally by the leaders, but is the product of a shared group vision.

Management Training and Teacher Professionalism. Fé y Alegria
works continually to train its managers, to ensure that they have:

= asolid sense of identification with the institution,

» organizational and leadership ability,

= close relationship with the rest of the staff,

= agood understanding of teaching, and

= good administrative skills.

Training includes managers’ participation in courses and programs, as
well as on-the-job-training.

Relatedly, Fé y Alegria promotes continued professional develop-
ment for teachers. The organization internalized this function with the
establishment in 1991 of the Father Joaquin Training Center. Through an
agreement with the Simoén Rodriguez University, the center offers a bach-
elor’s degree program designed to meet Fé y Alegria’s training needs.

Close Ties between Communities and Schools. From the outset, one
of Fé y Alegrias explicit goals has been to move beyond formal education
and make the schools community centers for social service. Social activi-
ties are channeled through the Family-School-Community project (FEC),
which includes programs covering health (clinics), nutrition (school
breakfasts and lunches), cooperatives (school cooperatives, consumer
cooperatives, people’s bakeries), development (microenterprises, legal
clinics, and training in various areas), and retreats. The FEC project works
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to create a development team in each school, with at least one member of
the administration, one teacher, and one or more representatives of the
community. A clear advantage of such programs is that the communities
take good care of these schools, which—unlike others in the country—are
seldom vandalized or looted, no matter what happens in the area around
them.

Replicability. One of the most attractive aspects of the Fé y Alegria model
is that it can be easily replicated as a means of delivering education to poor
social groups. Fé y Alegria has established networks similar to (although
smaller than) the one it operates in Venezuela in 12 other Latin American
countries.

The Principal-Agent Relationship

In assessing education from an principal-agent perspective, one approach
is to consider the link between the state, which acts as the principal, and
the schools or the education system, which acts as the agent. Another way
is to consider the link between the school acting as the principal and the
teachers as the agent. The following discusses the basic elements of these
two approaches to the principal-agent relationship in Venezuela.

The Principal-Agent Relationship of the State and the Schools

Some basic differences emerge from a comparative analysis of this rela-
tionship as it operates in schools run centrally by MECD and schools run
privately with public financing.

Contracts. The contract between the state and the national public schools
can be termed unconditional. Financing for the schools is guaranteed as
long as MECD has the necessary budget resources. The funds are trans-
ferred by “budget line”—that is, by the different categories for each type of
spending (staft, materials, services, and so on) in line with a national list
of budget items. There is no attempt to calculate the sum of the amounts
transferred to each school under each budget category; MECD thus does
not know what it costs to finance its schools.

The contract between the state and the subsidized private schools, on
the other hand, is conditional. The private schools must account for their
use of the funds they receive, and AVEC must present an annual report on
its management of the resources. If these conditions are not met, MECD
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can suspend the subsidy or choose not to renew it the following year. The
MECD-AVEC contract, however, does not specify what result the subsi-
dized schools have to attain: funding is granted on the basis of the cost of
the inputs used to provide the service. This not only fails to offer incen-
tives for greater efficiency, but probably reflects MECD’s limited ability to
monitor the more substantive aspects of school management.

In sum, the financing of national public schools is a kind of “acquired
right,” while private schools must constantly prove that they deserve the
public subsidy. In neither case do the contracts between the principal and
the agent provide incentives for greater efficiency in service provision, nor
do they take into account user preferences, as a voucher system would do.
Because there is a limited supply of subsidized private schools, users do
not have a free choice.

Monitoring and Supervision. Fundamental differences between pub-
lic and subsidized private schools are evident in this area as well. In the
national schools, supervision is the responsibility of the regional education
offices, which have a team of supervisors who visit the schools and offer
technical-pedagogic support to the teachers in the classroom. In practice,
such visits are not as regular as they should be—because, for instance,
the supervisors do not receive travel per diem and do not have access to
vehicles. Another reason the supervisors do not regularly visit the schools
is that the workload is unequally distributed among them. The supervi-
sors thus restrict their activities to occasional visits to public schools (or
to telephone conversations with school principals) and to requesting and
compiling statistics and other documents (Navarro and de la Cruz 1998).

In contrast, the subsidized private schools are subject to constant
supervision. The AVEC supervisor visits each school twice a year to assess
academic matters (e.g., plans, timetables, staffing, teacher qualifications
and classifications) and administrative issues (use of resources, support-
ing documentation on spending, employer social security contributions,
reserves for the payment of social security benefits). The supervisors keep
a file on each school, and AVEC compiles the information for analysis and
comparison. Technical teaching assistance is also provided through the
AVEC Training School.

Fé y Alegria’s headquarters similarly provides supervision and assis-
tance. Through a decentralized system of local area management, each
regional jurisdiction interprets and transmits to the schools the plans and
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targets proposed for a given period, and advises and supervises schools in
formulating and implementing their educational initiatives, and planning
activities and strategies.

The Principal-Agent Relationship between the School and the
Teachers

This principal-agent relationship is primarily based on an incentives struc-
ture for teachers, which was the focus of a study by Bruni Celli, Ramos,
and Gonzalez in 1999.

Labor Discipline in the School. This is the chief factor that can affect
teachers’ behavior. An index was drawn up based on a survey of teachers.
This index ranges from 0 (little discipline) to 4 (a great deal of discipline).
The nonsubsidized private schools showed the highest level of discipline
(1.66), and the national schools showed the least (1.18). Discipline in the
subsidized private schools falls between these two (1.43).

Working Environment. An index assessing teachers’ perception of their
working environment was also developed from the survey mentioned
above (table 7-7). It is noteworthy that although the teachers in the subsi-
dized private schools receive the lowest salaries in Venezuela’s education
system, they have a better impression of their working environment than
do teachers in national schools.

Employment Contract. In nonsubsidized private schools, there is a com-
petitive employment system (i.e., assessment based on merit) which is
linked to rules on promotion and pay scale, together with a system of dis-
ciplinary measures. In the public schools, the system is based on wages,
benefits, and pension rights accorded through a regulated process of pro-
motion. The subsidized private schools use an intermediate system.

Identity of the “Principal.” In this context, the “principal” can be viewed
as the authority to whom teachers appeal to solve problems at work (table
7-8). Teachers in private schools normally turn to internal actors: the prin-
cipal, deputy principal, or subject area coordinator. Public school teachers
look to both internal actors and external authorities such as the managers
within the regional education office, the sector supervisor, or the union
representative. This difference reflects the school administrator’s lack of
power and the diffuse nature of accountability in public schools.
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Teachers’ assessment of their work environment, by school type
(scale: 1-5)

Public Private schools
Assessment schools Subsidized Nonsubsidized
Teach.er has enough freedom in 3.92 409 450
teaching
Principal asks for teachers’ opinion 3.68 3.75 3.90
Support from a higher authority 332 3.85 3.06
available
PrlnC|!:>aI offers. input to improve 259 259 239
teaching practices
Parents agree with teachers 3.67 4.03 4.06
Teachers burdened by wage 320 250 237
problems
Severe conflict in the school 2.61 2.04 1.87
§ubstant|al political interference 219 183 173
in the school
Principal offgrs encouragement 3.51 3.74 401
and recognition
Principal provides leadership 343 3.55 3.91
Assessment of work environment 3.49 381 400
index

Scale ranges from 1, strongly disagree, to 5, strongly agree.
Bruni Celli, Ramos, and Gonzalez (1999).

Subjective Relationship between the Teacher and the School. An
index was drawn up based on 15 items of the Likert scale to measure
teachers’ positions on a continuum, with 5 being the highest value (mean-
ing the assumption of commitments beyond what is formally expected)
and 1 the lowest (related to the sense of “acquired rights”). On this scale,
teachers’ commitment is quite high, even in national schools (3.95); it is
even higher in the subsidized private schools (4.03).

The foregoing reveals a consistent general pattern: Teachers in national
schools face adverse performance incentives, while those in the nonsubsi-
dized private schools are offered incentives to improve their performance.
Teachers in subsidized private schools are in an intermediate position.
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Percentage of teachers who refer to each authority for problems
at work, by type of school
Public Private schools
Authority schools Subsidized Nonsubsidized
School principal 19 21 19
School deputy principal 13 15 14
Director of regional education office 13 8 8
Sector supervisor 12 8 8
Area coordinator 8 15 13
Union representative 8 5 5
Parents’ association 5 6 7
School owner 3 6 8
State education secretariat 8 6 6
Municipal education directorate 7 5 5
Other regional official 3 3 2
Other 2 3 3
Bruni Celli, Ramos, and Gonzadlez (1999).

Results and Achievements

The available assessments of the quality of education in Venezuela are
incomplete. All of them are from partial studies undertaken for a vari-
ety of purposes by researchers and institutions linked to the educa-
tion sector. Apart from the Academic Aptitude Test taken by all those
completing the upper secondary school who want to enter univer-
sity, the country does not administer standardized tests of skills and
knowledge.

A common finding in all the studies is that private schools (subsi-
dized or not) perform better than public schools, regardless of the level of
spending per pupil—which, in many cases, is less in the subsidized private
schools than in the public schools. The reasons for this poor performance
include limited effectiveness of teachers, serious management problems
in the schools, and significant distortions in the allocation of education
spending in the public sector.
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Student Academic Performance

The absence of standardized tests of educational achievement hinders a
comparison of private and public school performance. However, the inter-
est aroused by the Fé y Alegria model has led some researchers to attempt
an assessment of the network’s overall academic performance.

In 1993, a study by the Center for Cultural and Educational Research
compared the performance of a selected group of schools belonging to
three networks: Fé y Alegria, MECD’s public schools, and municipal
schools in the Caracas metropolitan area. In general, there was no sig-
nificant difference between the three networks” performances. However,
some aspects of Fé y Alegria’s performance should be noted (Herrera and
Lépez 1993):

= In the mathematics test, the three systems had very similar “aver-
age” results, but of the 27 pupils who passed the test (out of a total of
more than 1,000), 24 (89 percent) attended Fé y Alegria schools.

» Féy Alegria students did better in the reading comprehension test,
scoring 2 points above national schools and 4 points above munic-
ipal schools.

A study by Navarro and de la Cruz (1998) compared the results and
organization of the three systems in Mérida state: schools dependent on
MECD, the Comprehensive Schools Project of the Mérida state govern-
ment, and the Fé y Alegria schools. In their study, a sample group of fifth
grade pupils, including students from Fé y Alegria’s two primary schools
in Mérida, was given a test of academic performance. The test was in three
parts: mathematics, reading and writing, and written expression. The Féy
Alegria schools ranked first (table 7-9).

The findings of these two studies suggest that the Fé y Alegria schools
perform better than the public schools. Moreover, there is substantial evi-
dence of the population’s perception of the quality of teaching in the Féy
Alegria schools. That perception is reflected in the growing and unsatis-
fied demand for slots in those schools, despite the fact that they charge a
small monthly fee.

It is very important to note that, of the two studies, only the second
separated the effect of student socioeconomic background on academic
performance, and then only partially. The data should therefore be treated
with caution. The Fé y Alegria schools serve students who live in poor
and marginal neighborhoods, similar to those districts served by the pub-
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lic schools, which were

used as a comparison. Average student scores (percentage of
This circumstance, how- answers correct) on performance tests,
ever, does not shield the by school type, 1998

research findings from

biases of self-selection. Public

Managed Managed Féy
Type of test by state by MECD Alegria

Nor does it mean that

there are no significant ;
. Mathematics
contextual differences

among the groups of Average 34.11 35.67 53.03
pupils attending the dif- Zteavri‘:t?;‘:‘ 1661 1416 3.49
ferent kinds of schools. .
Reading and
writing
Enroliment Rates Average 6045 5346  66.79
The .1999 AVEC rc?p(.)rt Ztar?dgrd 2193 | 1787 19.98
provides some statistics S
on the comparative per- Written
formance of the affili- expression
ated schools (subsidized EERS 23N 577 Sl
and not) and the other Standard 16.8 11.81 29.72
deviation

schools in the country
(including all the pub- Navarro and de la Cruz (1998).
lic and private systems).
These data are presented in tables 7-10 and 7-11.

The AVEC-affiliated schools perform better in terms of dropouts,
repetition, and retention than do the schools in the education system as

a whole. In fact, retention in these schools is about 10 percentage points
higher than the national average.

Teacher Performance

Bruni Celli, Ramos, and Gonzalez (1999) sought to assess the link between
the performance of teachers and the kind of institutional arrangements
or school system where they work (lay private schools, private Catholic
schools, municipal schools, state and national schools). Performance is
hard to observe directly, and thus various approaches were taken: (1) an
empowerment index that included a set of 28 factors associated with effec-
tive teachers; (2) teacher self-assessment based on two questions: How
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Basic education enrollment and repetition, dropout, and
promotion rates by grade level, academic year 1997-98

Dropout &
Repetition Dropout repetition Promotion

Grade Enrollment (%) (%) (%) (%)

1 657,448 15.29 3.78 19.07 80.93
2 609,424 10.52 0.51 11.02 88.98
3 580,785 9.50 1.70 12.19 87.81
4 538,770 8.34 3.30 11.64 88.36
5 491,086 5.84 3.29 9.14 90.86
6 444,826 2.29 6.80 9.09 90.91
7 456,884 14.67 18.31 32.98 67.02
8 321,848 11.25 11.35 18.16 81.84
9 266,786 9.69 11.87 21.56 78.44
Total 4,367,857 9.91 5.81 15.52 84.48

Ministry of Education of Venezuela (1998).

AVEC basic education enrollment and repetition, dropout, and
promotion rates by grade level, academic year 1997-98

Dropout &
Repetition Dropout repetition Promotion

Grade Enrollment (%) (%) (%) (%)

1 36,928 3.26 242 5.68 94.32
2 37,356 1.95 1.62 3.57 96.43
3 37,611 2.09 1.31 3.40 96.60
4 37,222 2.01 1.57 3.58 96.42
5 36,643 1.51 1.52 3.03 96.97
6 35,728 1.00 1.79 2.78 97.22
7 36,317 2.02 6.05 8.07 91.93
8 30,297 1.52 6.34 7.87 92.13
9 27,598 1.35 4.06 5.41 94.59
Total 315,698 1.99 2.85 4.74 95.26

AVEC (1999a).
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would you assess your own performance? And how would your principal
assess it?; and (3) other indicators such as expectations of pupils’ success,
attitude toward parents, and pupil discipline. The results are summarized
below.
= In terms of the teacher empowerment index, the private Catho-
lic and state schools are between the non-Catholic private schools
(which perform best) and the national and municipal schools
(which perform worst). According to the researchers, this pattern
is consistent with that for the index of assessment of the working
environment, suggesting that the latter (which is linked to a spe-
cific institutional arrangement) affects teacher performance.
= The self-assessment of teachers in the lay private schools was best,
and that of teachers in the municipal schools was worst. Again,
teachers in private Catholic schools are in an intermediate posi-
tion, but above teachers in the national schools.
= Expectations of pupil success were higher among teachers in pri-
vate schools (lay and Catholic) than those in public schools. It
should be noted that all the private schools examined served chil-
dren from the lower socioeconomic groups.
= The national schools have a diffuse “principal,” limited organiza-
tional discipline, mid-range salaries, a modest assessment of the
working environment, a contractual attitude of acquired rights,
and low indices of civic duty and mission. Performance indicators
are in the low range.
= The Catholic schools’ performance is average in terms of organiza-
tional discipline and relatively high in terms of assessment of the
working environment. They have mid-range salaries, a “principal”
that is well-defined inside the school, as well as a high level of com-
mitment, civic duty, and mission.

Unit Cost Comparisons for National Public Schools and
Subsidized Catholic Schools

Information on the unit costs of education suppliers is not available from
official MECD statistics. Moreover, it is not easy to estimate costs on the
basis of published financial data, in part because of the way information
is reported. The following discussion takes these factors into account in
attempting to estimate the unit costs of national public schools for 1997.
The data on school enrollment were taken from the 1997 Report and
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Accounts submitted by MECD to the National Congress for the 1996-
97 academic year. The budget figures were taken from the 1998 Report
and Accounts, which covers 1997 financial operations. Two kinds of costs
were considered:
= Direct costs: those incurred by MECD that can be allocated to indi-
vidual programs for direct implementation. The programs that
finance the respective levels of education are:

- Program 02: Teaching support for preschool, primary school,
upper secondary school, and professional education. Only the
following budget lines of this program are considered here: staft
costs (2-01), material and supplies (2-02), and non-staft services
(2-03).

- Program 05: Preschool education.

- Program 06: Primary education.

- Program 08: Upper secondary school and professional education.

= Indirect costs: those incurred to support all levels of education and
which therefore cannot be allocated to any specific initiative. Indi-
rect costs are incurred in the following programs:

- Program 01: Central services.

Program 03: Education planning.

Program 04: Socio-educational matters, excluding transfers
(subsidies to the private sector and scholarships).

Program 97: Collective hiring.

Direct Unit Cost. An estimate of direct unit cost is obtained by dividing
the sum of the resources allocated to programs that directly finance edu-
cational services (programs 02, 05, 06, and 08) by total enrollment in pre-
school, primary, upper secondary, and professional levels in the national
public schools.

Indirect Unit Cost. The sum of the indirect costs (programs 01, 03, 04, and
97) is prorated across all educational levels by enrollment in those levels.
University education is excluded because the University Sector Planning
Office, a separate institution with its own budget, is responsible for this.
Two scenarios were considered in prorating the indirect costs. Sce-
nario A only takes into account enrollment in the national public schools,
which are the main recipients of MECD budgetary resources. Scenario
B takes into account total enrollment by educational level (including all
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public and private schools) (table 7-12). The reasoning underlying the lat-
ter scenario is that since MECD is the governing and regulatory agency
for the entire education system, indirect costs finance the schools that are
not directly dependent on the ministry, although to a lesser extent. It is
highly likely that neither of the two scenarios properly captures the actual
circumstances, but they do set the maximum and minimum limits of the
indirect unit cost of national public schools.

National public and total enroliment, by level, 1997-98

Education system total,
Publicschools public and private schools

Level (Scenario A) (Scenario B)
Preschool 397,445 738,845
Primary & lower secondary 2,267,313 4,262,221
Upper secondary 241,526 377,984
Subtotal 2,906,284 5,379,050
Special 37,310 46,262
Adult 142,418 307,497
Higher education 71,617 226,074
Total 3,157,629 5,958,883

Ministry of Education of Venezuela (1998).

Total Unit Cost. The total unit cost is the sum of the direct and indirect
unit costs (table 7-13).

These estimates do not take into account costs related to infrastruc-
ture and school facilities, since no data are available for these. Table 7-14
provides an estimate of the unit cost for schools covered by the MECD-
AVEC agreement.

Comparing the unit costs of subsidized Catholic schools and national
public schools shows that the former have a clear advantage. This result
should be interpreted with care, however, since it might be partially due
to differences in teachers’ wages. For one thing, subsidized private schools
currently lack a retirement fund for their teachers and administrative
staff, and thus do not incur the cost of the employer’s social security con-
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Total, direct, indirect, and unit costs of national public schools,
1997-98 (bolivares)
Unit cost
Cost description Total cost ScenarioA Scenario B
Direct
02.Teaching support
2-01. Staff costs 7,365,665,044
2-02. Materials & supplies 818,493,216
2-03. Non-staff services 448,029,649
05. Preschool education 31,580,145,584
06. Primary education 172,989,763,765
08. Secondary education 32,383,690,387
Total direct costs 245,585,787,645 84,501 84,501
Indirect
01. Central services 669,323,837,719
03. Education planning 86,197,832,552
04. Socio-educational matters
4-01. Staff costs 1,042,750,339
4-02. Materials & supplies 10,280,734
4-03. Non-staff services 3,344,631
97. Collective hiring 54,876,869,269
Total indirect costs 811,454,915,244 256,982 136,175
Total unit costs 341,484 220,677
In 1997, $1 = 489 bolivares.
Ministry of Education of Venezuela (1998).

tribution as do MECD schools. Second, the figures do not reflect an addi-
tional contribution to the schools covered by the agreement, which pro-
vides the direct payment to teachers (their salaries are part of the MECD
payroll). The value of this payment has gradually declined, but the share
of all teachers paid by the state in subsidized Catholic schools is still sub-
stantial. In the AVEC schools, volunteer labor (including by members of
religious communities) represents a significant contribution, the value of
which also has not been estimated.
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Unit cost of subsidized Catholic schools, 1997

Contribution

(thousands of Unit cost

Funding source bolivares)  Enrollment (bolivares)
MECD-AVEC agreement 55,950
Schools (contributions from

. 3,530
parents and guardians)
Contributions from other 122
institutions
Total 59,601 342,926 173,801

In 1997, $1 = 489 bolivares.

AVEC (2000).

Main Actors in the MECD-AVEC Agreement

Following is a description of the main actors involved in developing the
institutional arrangements of Venezuela’s subsidized Catholic schools and
the links among those actors. The section’s purpose is to provide a brief
analysis of each participant’s role in either facilitating or hindering the
development and operation of the MECD-AVEC agreement.

MECD

During the years that the agreement on the subsidy for Catholic schools
hasbeen in effect, MECD has, in general, exhibited a collaborative attitude.
The ministry has provided AVEC with the resources requested, respond-
ing consistently to needs and displaying a high degree of confidence in the
partnership. The victory of President Hugo Chavez in the 1998 elections
did cause some tension in relations between the church and the govern-
ment; these inevitably affected the links between MECD and AVEC. On
several occasions, MECD has expressed its disagreement with the way in
which some private schools are run and has stressed the need for more
stringent oversight of private education.

To date, these factors have not seriously disrupted the agreement, but
there is a perception that at any time the ministry could change the rela-
tionship with the AVEC schools or even completely suspend its support
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for them. For example, the current government has already eliminated
subsidies for several social programs that some religious organizations
were helping to implement.

Ministry of Finance and Central Budget Office

These agencies play an important role in the operation of the agreement,
since the timely disbursement of funding for the schools depends on them.
Thus far, the experience with these institutions has been quite satisfactory,
although recently there has been a perception that the government could
use budgetary constraints as a pretext to justify changes to the terms of the
agreement or alter the schedule for providing funds.

Presidency and the National Assembly

These entities share the view that the state is the core of the education sys-
tem, as the governing agency and as direct participant and supplier. They
have publicly questioned the participation and performance of the private
sector, using labels such as “merchants,” “elitists,” and so on. This attitude
creates an atmosphere of constant tension, which inevitably affects the
institutional arrangements of the subsidized Catholic schools. Another
factor contributing to this tension is the aforementioned confrontation
between the church and the government. Moreover, after a January 21,
2001, radio address during which President Chévez expressed his dis-
agreement with the AVEC initiative, there has been growing uncertainty
about the government’s willingness to provide unlimited support (as pre-

vious administrations had done) for the MECD-AVEC agreement.

AVEC

AVEC has tried to be an efficient partner in terms of managing and using
the resources provided by the government. AVEC has great prestige and is
considered a leader in the field of education policy. Its representatives have
consistently sought to make a constructive contribution to the national
debate on education, voicing opinions and making recommendations to
improve quality.

Along with several education unions and civil society organizations,
AVEC helped draft an Organic Education Law, which was submitted to
the National Assembly for its consideration on January 19, 2001. This
initiative emerged amid the intense debate triggered by the approval of
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Decree 1.011, which created “traveling supervisors” These inspectors
have very broad authority over the operation and management of all
types of schools, including the authority to remove private school prin-
cipals and administrators. This has aroused much concern, not only in
the private schools themselves, but also among the parents of the pupils
who attend those schools. In the aforementioned radio address, President
Chavez noted that AVEC received support from his government through
the MECD-AVEC agreement. According to some analysts, this could be
interpreted as an “invitation” to AVEC to withdraw from the public debate
on education policy.

Fé y Alegria

The role of Fé y Alegria is very similar to that of AVEC. It too is an organi-
zation with a high level of national prestige, as the experience of the West
Caracas Education Complex has shown (box 7-2). However, some inter-
ests oppose Fé y Alegria’s expansion among the lower social sectors.

The current government has also been hesitant to support the institu-
tion’s activities. In particular, it has been reluctant to transfer by free loan
to Fé y Alegria the other two schools in the Catia area, despite the fact that
this must occur in carrying out the plan for 20,000 new places for students
at all educational levels in the area.

Fé y Alegria, like other organizations affiliated with the Jesuit order,
seems to have decided to remain on the sidelines of the disputes over edu-
cation policy. In fact, when he referred to AVEC in his radio program,
President Chavez mentioned that some spokespersons for Fé y Alegria
had expressed their disagreement with the association’s participation in
the debate on education.

Participating Schools

Principals, teachers, and administrators in the participating schools have
unilaterally accepted AVEC’s requirements. They comply with the proce-
dures and provide the requisite information to be supplied to MECD.

The parents and pupils similarly offer full support to the agree-
ment. Demand for slots in the subsidized Catholic schools far exceeds
the schools’ capacity, and although places in public schools are sometimes
guaranteed, the AVEC schools are the first choice.
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The Case of the Luis Cainizales Verde School

In the low-income communities of the Catia area in western Caracas, students
face many challenges. One of the most serious of these identified in 1998 was
the fact that many students were not being promoted to the next grade, but
were instead dropping out or being held back.

In an effort to solve this problem, MECD decided to transfer on free loan to
Fé y Alegria the facilities of the Manuel Palacio Fajardo high school, the Julio
Calcano technical school, and the Luis Cafizales Verde primary school to cre-
ate a West Caracas Education Complex. By consolidating these facilities, and
establishing the Jesus Obrero University Institute, a linkage was established
between the schools. This guaranteed the provision of education at all levels
and provided alternative solutions through occupational training programs.

The project immediately became a lightning rod of controversy. While many
in the communities supported the initiative, presenting a petition of support
to MECD containing more than 6,000 signatures and boasting the backing
of some 60 organizations in the area, many others—notably teachers hired
by the ministry—opposed the project on the grounds that it was an effort to
“privatize” education and impose fees.

The bitter dispute, together with the government’s reservations about sup-
porting the project, delayed the transfer of the schools despite the demands
of the parents in the area. By 1998, only the Luis Cafizales Verde primary
school had been transferred (under the previous administration).

Under Fé y Alegria management, the school has performed quite differently
than when it was run directly by MECD. As the following tables show, this is
evidenced by a strict compliance with the school calendar, higher enrollment,
and a more favorable pupil-teacher ratio.

Enrollment Staffing
Grade Acad. Other
Acad. year Teachers Admin workers Total
year 7 8 9 Total
'96-'97 171 81 57 309 e e L I
9798 191 87 89 357 '97-'98 25 10 17 52
'98-'99 270 146 83 499 '98-'99 24 4 8 36

‘99-2000 217 176 117 510 '99-2000 34 3 4 44
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Communities

The AVEC-affiliated schools usually enjoy the support of their local com-
munities. However, as the experience of Fé y Alegria in Catia has shown,
when the expansion of their activities affects the interests of some actors,
reactions can be negative. An example is the case of MECD teachers
whose jobs were threatened by a possible transfer of some schools to Fé
y Alegria. Those teachers established a dispute committee to encourage
opposition to what they termed school privatization. This group’s inter-
vention divided the education community to the point of inciting clashes
between the project’s supporters and opponents.

On the other hand, the transfer of the Luis Caiiizales Verde School
was a very different situation. Due to skillful mediation on the part of
the school’s then-principal, the transfer to Fé y Alegria was accomplished
smoothly and without incident.

Future Prospects for Subsidized Catholic
Schools in Venezuela’s Education System

The future prospects for subsidized Catholic schools in Venezuela are
uncertain for a number of reasons:
= The current tension between the Catholic Church and the gov-
ernment could affect how the MECD-AVEC agreement works. In
1999, a difficult situation arose between MECD and AVEC in light
of a threatened significant reduction (up to 30 percent) in fund-
ing for the agreement. Ultimately, resources were cut by 8 percent,
and AVEC was forced to suspend further work on its comprehen-
sive schools project (double shift schools), an initiative similar to
MECD’s Bolivarian schools initiative. The quality of education in
the schools covered by the MECD-AVEC agreement is acknowl-
edged within the ministry. There have been suggestions, how-
ever, that resources might be used inappropriately, for example, to
finance activities for children from families that could easily afford
to pay.’* Thus AVEC has been urged to allocate the agreement’s
funds to schools that exclusively serve lower social sectors and to
provide evidence that it has done so.

3Similar questions are not raised about the public schools, which are also attended
by pupils whose families could afford to pay for the service.
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= There has been a sharp dispute over the state’s role in education.
The promulgation of Decree 1.011, which created traveling super-
visors, and the (unofficial) expansion of a project to change the
way education communities are organized and operate have been
interpreted as a distortion of the state’s regulatory role in private
education. Several educational organizations, including AVEC,
have resisted state efforts to intervene excessively in the adminis-
tration of private schools, triggering a serious confrontation with
MECD. The schools covered by the MECD-AVEC agreement are
a vulnerable target in this dispute because more than 80 percent of
their financing comes from the state.*

= Another factor that weakens the position of the schools covered
by the agreement is the nature of the contract itself. Decree 722 of
1990, which regulates the granting of subsidies to private schools
registered with MECD, stipulates that the agreements are for a
one-year trial period, at the end of which time the ministry is to
assess the results and decide whether to extend the agreements.
The decree also makes clear that the agreements are not necessarily
permanent: “The agreements concluded with civic associations and
other nonprofit organizations...will initially be on a trial basis...”
In reality, the arrangement has worked quite smoothly with more
than satisfactory results, but since the first accords were signed in
1992, they are still not permanent, and the government insists that
they continue to operate as originally conceived. As mentioned
earlier, the contract between MECD and AVEC does not specify
the results the subsidized schools must attain, noting only that they
must submit financial accounts. This contractual under-specifica-
tion means that there are no incentives for greater efficiency in ser-
vice provision and broad scope for discretion, which could give
rise to arbitrariness in MECD’s supervision.

= A very significant constraint on the administration of subsidized
Catholic schools is the lack of a pension plan for teachers and
administrative staff. This creates an incentive for teachers and

*Ending the subsidy and deactivating and downsizing many of these schools
would trigger serious social problems which would chiefly affect the pupils from low-
income families who currently attend such schools. Perhaps for that reason—and not-
withstanding budget cuts in recent years—the dispute between the government and
subsidized private schools has almost always remained in the realm of rhetoric.
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administrators in these schools to move to the national public sys-
tem at some point in their careers. This usually happens after a sig-
nificant investment has been made in staff training, the benefits of
which the AVEC schools thus cannot take advantage.

In the agreement signed in 2000, AVEC was asked to undertake
feasibility studies on the creation of a staff pension fund. AVEC has
made the necessary estimates and has taken some steps toward set-
ting up the fund (such as depositing any financial surplus into it),
but it is clear that this additional financial burden cannot be borne
without state support. MECD officials believe the authorities will
have to tackle this problem at some point and that the state will
have to take on the commitment.

The AVEC schools, like those in the public sector, are victims of
what is termed the “specter of the double shift” Because teachers’
wages are low, they tend to work double shifts to increase their
income (a double shift is 10 hours long; the typical school day for
most students is 4 to 5 hours long). They thus only work the req-
uisite number of hours and feel overburdened, which doubtless
affects their productivity.

An additional problem has sprung up recently: the movement of
staff to the Bolivarian schools. These schools operate for the whole
school day (eight hours), offering teachers 100 percent of the wage
for the first session plus 60 percent of the wage for the second ses-
sion. The decrease in teachers’ salaries is offset by a reduced work-
load and savings in the time and money needed to travel from
home to work. At present, a teacher can work two shifts, but not in
the same school.

Another risk factor for the spread of this model in Venezuela is
related to the scale of activities. Although AVEC and Fé y Alegria
have managed their schools efficiently to date, consideration
should be given to the question of whether a massive increase in
the number of schools under their care would have a negative effect
on their managerial and administrative capacity.
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CHAPTER 8

THE CHALLENGE OF REGULATING
PRIVATE EDUCATION

Pablo Gonzdlez*

So-called “private” participation in school management may take a variety
of forms. To begin with, privately run schools may be publicly or privately
owned, or even some combination thereof. The state may impose vari-
ous types of limits on private management, regardless of whether it pro-
vides financial support. (For example, in France as early as 1886, a law was
passed that allowed the government to supervise private schools to ensure
that their teaching did not conflict with the interests of the state.) The
public financing of privately managed schools can take various forms and
is usually associated with certain requirements. Different forms of financ-
ing allow for different levels of discretion as to the amount of resources
provided, changes over time, and institutional quality. In general, the pri-
vate sector functions best when rules are stable over the long term—which
unfortunately is not always the case.

The circumstances affecting private education arise out of the spe-
cific cultural context and set of historical events and seldom in accor-
dance with a single act or rational plan. Although there are no panaceas or
superior models when it comes to public regulation of private education,
experience shows that it is possible to predict the consequences of certain
decisions and to identify some of the problems that must be faced. Under-
standing the various experiences in different countries can provide valu-
able information on beliefs and values embodied in regulation and on the
impact of alternative policies.

The case studies examine experiences rooted in a common cultural
basis—the shared legacy of Latin America—but featuring a diversity that

*Pablo Gonzalez is an adjunct professor at the Center of Applied Economics in
the Industrial Engineering Department at the Pontifical Catholic University of Chile.
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arises from the individual identity and history of each nation. This chapter
reviews some elements that illustrate this diversity, with a view to high-
lighting specific trends and problems. The first section describes different
forms of private participation and their determinants. The second reviews
the experience of the various countries, with an emphasis on how they
approached the key aspects identified in the previous section.

Forms and Determinants of Private
Participation

In general, the state determines how private education develops, affecting
both supply and demand. The demand for private education depends pri-
marily on families’ preferences, the country’s levels of income and income
distribution, and the relative costs and characteristics of both private and
public education. In addition, the recent growth in minority churches and
the separation of church and state may contribute to a greater demand for
private religious education. The state can affect demand for private educa-
tion by reporting on the quality of education delivered by the schools or
in other ways influencing individual preferences, altering the relative costs
of each type of education, or changing the quality or availability of public
schooling. In countries with very low income levels, the state might not
be able to finance education for the whole population, and thus a segment
may seek a private alternative, particularly in secondary and higher edu-
cation. The lower the levels of equity in income distribution, the higher
the demand for elite education, which can be provided by the private sec-
tor or, regressively, by the state.

On the supply side, regulation and financing can influence private
sector development. The state can affect the resources available for pri-
vate activity in a number of ways, including through public financing and
through incentives or restrictions on private financing. Other factors,
such as the availability of religious staff or teachers, their preferences, or
the philanthropic activities of the population, can affect private education
as much as the norms regulating it. Among the most important of these
norms are provisions on architectural standards for schools and norms for
teachers, including salaries.

Historically, regulations that affect the private sector and financial
support for private schools have been linked to the relationship between
the state and the church, particularly the Roman Catholic Church. This is
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not the place to review that history, so only the current types of relation-
ships will be described.

In almost all the countries studied, there can be found the most tra-
ditional form of private school management, which is paid for solely and
directly by families. These schools are subject to various rules with different
levels of interference from each country’s ministry of education in curricula,
plans and programs, school calendar, assessments, accreditation, staffing
and salaries, levies and exemptions, fee rates and adjustments, and so on.

Private sector management does not necessarily entail ownership of
the school premises, as with those public schools that are subcontracted
to private companies in concession programs such as Bogotds, or that are
designated more directly, such as with the corporations for professional
technical education in Chile. Public assets can also be privately managed
by cooperatives or other parents’ organizations (Manutara in Bolivia,
Educo in El Salvador, the National Program for Educational Self-Manage-
ment in Guatemala) or by teachers (municipal schools in some Chilean
municipalities); they also can be institutionally diverse, like the charter
schools in the United States.

State financial support may take various forms: payment of teachers’
salaries (Argentina, Peru, Venezuela, and New Zealand); subsidization of
teachers hired by the state (France and Paraguay); provision of food, text-
books, and educational programs (United States and Chile); scholarships,
guarantees, or loans to students or their families (particularly in higher
education, but also through voucher schemes as in the United States, Ban-
gladesh, Pakistan, and Colombia); and even the extreme case of providing
financing under conditions similar to those of the official or public sector,
at least for operational costs (as in the Netherlands, Belgium, and Chile,
where the private sector accounts for more than 40 percent of total enroll-
ment). The state’s financial support may vary depending on family char-
acteristics (the Netherlands) or on the educational establishment (Chile).
Other forms of public financial contributions include tax laws that provide
incentives for donations by companies or private citizens (these tend to be
more prevalent in higher education) and tax exemptions for private oper-
ators of educational establishments. In the United States, public financing
accounts for a quarter of total private school costs and covers four main
areas: tax exemptions, textbooks, transport, and programs (Levin 1999).
Table 8-1 summarizes the various institutional forms in practice.
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Private participation in education and support from the public
sector

Ownership  Types of management Potential sources of financing

For-profit or nonprofit Families
. Parents’ cooperatives, Gifts and donations

rvare religious orders, teachers' Exemptions for private operators
associations, corporations P P P
or societies Public contribution: salary or
Contracts and agreements  Subsidy to teachers; educational
with companies, programs; scholarships,

State T, (EaE e, guarantees or loans to students;
parents’ cooperatives demand subsidies

Prepared by author.

The regulations governing the entry and withdrawal of private suppli-
ers can be more or less flexible. Flexibility helps promote competition and
set standards that ensure minimum levels of service quality. Caps on fees
charged to families also vary, as does the public financial support available
to help cover fees. Demand determines the limitations on fee increases,
and competition among suppliers should ensure that prices reflect the
marginal costs of production. This competition depends on the regula-
tions governing entry and withdrawal, and the potential for monopoly.

As noted earlier, the state may provide different types of subsidies
for operational costs or for land and buildings, and might apply different
tax rules. These subsidies affect the relative development of the private
sector and the efficiency, quality, and equity of the overall education sys-
tem. Other rules that vary from country to country concern the length of
school days and the academic year, the curriculum, and plans and pro-
grams. The available options range from complete state control of con-
tents and calendars to almost full school autonomy. The need for a certain
level of coordination to ensure standards of international competitiveness
should be balanced with an appropriate degree of flexibility to address
diverse and changing contexts.

Other factors make for significant differences among countries. Labor
laws, including salary requirements, which regulate teachers’ employment
conditions, vary considerably in both the public and private sectors. Of
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interest is not only the regulation of a sector, but also how the sectors com-
plement each other. Private schools in some countries must be assessed
by public institutions. In others, there are universal assessments for all
institutions, which can be used to inform families or facilitate education
policy- and decisionmaking. There may be different forms of public inter-
vention when management problems arise, ranging from compensation
programs to a change in school administration.

The state may regard the private sector as either a strategic ally or a
threat to be neutralized. Its stance will depend on the ideology and pref-
erences of the groups in power. The case studies described in this book
provide an idea of the trends and challenges existing in each country. The
following is a recapitulation of some details from these cases as they relate
to the foregoing discussion.

Lessons from the Case Studies

Legislation tends to favor outcomes that are halfway between a centralized
public system and a system that allows for vigorous private sector par-
ticipation. In attempting to address the efficiency problems engendered
by state monopoly, design details are critical. This is why so much can be
learned from the case studies.

In the various countries studied, private operators have been free to
enter and leave the market for some time, subject to meeting certain rea-
sonable requirements. This situation is conducive to competitive market
development. Nonetheless, public sector regulations impose costs on the
functioning of this market. For example, 62 percent of the private schools
surveyed in Guatemala indicated that the Ministry of Education imposes
a significant administrative burden.

Public policy toward the private sector and the regulation of man-
agement vary markedly, and some policies are not conducive to strength-
ening private initiative.! This, together with the prospect of increasing

"The text reviews several examples of price regulation. In Guatemala, a trend
toward recentralized management undermines the unconventional forms of private
participation in school management developed by the previous administration. In
Colombia, the wages of public sector teachers have been set as a minimum for the
private sector. The municipality of Bogotd, however, has sought to foster a long-term
alliance with the private sector, with a view to improving education for the poorest
sectors.
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system coverage by expanding the public supply and the economic crisis
currently plaguing the educational private sector,” has spurred a recent
and relative decline in the private school share, despite the fact that fami-
lies perceive this sector as providing better education.

This perception is based on the prestige won by private schools, as
corroborated by their better gross results on national examinations in four
countries. This advantage is reduced or eliminated when family character-
istics are taken into account. Repetition and dropout rates are lower in the
private sector, but the gap is being narrowed as a result of improvements
in the public schools that benefit from ministry of education programs. In
any case, effective schools can be found in both sectors.

The private sector has enabled enrollment in higher education to expand
at no cost, or at a much lower cost, for the public purse. In Guatemala, there
is a negative perception of the efficiency of public universities;* in Colombia,
there is negative impression of the quality of private universities.

Information is also important in primary and secondary education.
In this sector, there may be less diversity than in higher education, since
what is required is more general schooling in the abilities and knowledge
common to various professions and occupations. In the countries stud-
ied, however, progress has been made in terms of greater curricular free-
dom, which reflects the current lack of consensus regarding best processes
and the diversity of options available. This freedom has made assessments
more complex, since they must cover only subjects in the common core
curriculum. In Guatemala, the principals of private schools that were
members of the Circle of Education Entrepreneurs argued that assess-
ments are discriminatory and filed a lawsuit, which to this day prevents
publication of private schools’ assessment results. Nonetheless, 97 per-
cent of heads of families and 74 percent of principals surveyed said they
believed assessment is necessary and that the results should be made pub-
lic. Positive opinions about making more and better information available
can be found in the other case studies as well. Lack of information creates

The crisis has not only lowered demand for private institutions but has also led
to an increase in late payments. Higher income groups seem to displace lower income
groups when the latter move to the public sector because of unaffordable private
school costs.

Low fees have resulted in long student tenures at Guatemala’s public university.
The increased time to graduation has raised the cost per graduated student to between
two and three times that of private universities.
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a very sizable demand for those institutions that have gained prestige over
the years—which in turn allows them to charge higher fees.

The tension created by a lack of information, controversial use of
assessment mechanisms, curricular freedom, and the interests of suppli-
ers is a challenge that must be faced by education systems that hope to
foster diversity. It must be resolved through an assessment that takes into
account all matters relevant to quality education. The interests of those
that might be disadvantaged by the dissemination of results—e.g., those
schools whose prestige might decline—must be subordinate to the welfare
of society as a whole, which requires information in order to make the
best decisions for the education of new generations.

Other regulations that the state imposes on the private sector vary
among countries. In Colombia, two measures directly affect schools’ free-
dom of management:

= Parental involvement: Parents must be involved in the management
of private schools. This can be positive from the perspective of the
involvement of families in the education of their children, but
some of those interviewed were bothered by excessive interven-
tion in administrative and financial matters. In any case, families
cannot determine fees, and their representative on a school’s gov-
erning board can only express an opinion on the subject.

» Fee-capping: Currently, fee increases linked to past inflation rates
are set by decree. Nevertheless, the law allows a mechanism to be
used in adjusting fees in accordance with a rating of the service.
The law has also prevented schools from charging families other
fees, which were often used to finance investments.

In Guatemala, the laws are equally stringent, but they seem to be
complied with less often. Private schools can only charge fees authorized
by the Ministry of Education. Schools cannot request an increase that
exceeds the authorized quota by more than 15 percent, and the increase
sought must take into account the economic circumstances of both the
school population and the services offered. In actuality, however, schools
levy extra charges by other means—which are sometimes reported to the
ministry by parents. Some 57 percent of principals surveyed said the main
problem they face is the regulation of school fees. Fees must be justified
with investments, improvements in school conditions, and/or an increase
in teacher salaries. The school must give pupils and their parents a form
outlining costs as defined by the federal government.
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Fee-capping measures might reflect a fear or mistrust of private activ-
ity in education and might be designed to offer families legal protection,
just as the labor codes in the 1970s sought to protect workers by creating
rigid requirements which eventually impeded job creation and economic
growth. Questions can be raised about the costs of this rigidity in terms
of constraining development and quality in the private system, since this
tension is present in many countries.

In a free market, prices reflect the costs of providing a service or
higher quality. Competition should prevent increases that do not reflect
those costs. Legislators seem to distrust this force for price control. An
alternative approach that takes account of education market failures—and
which has been discussed throughout this and the previous chapters—is
to provide more transparent information to families and greater rights
when there is a longer term relationship between users and suppliers. In
any case, if the cap on fee increases is based on length of relationship,
it would never be justified for new pupils entering the schools each year,
unless an exception was provided for in legislation. Additional intervention
would require analyzing whether there is competition in the market. Con-
solidated prestige in a context of poor information might become a source
of income under conditions of imperfect competition, but better quality
service may demand a higher price and require it for its financing. On the
other hand, better test results can be a consequence of a concentration of
superior students rather than an indicator of higher quality service.

Teachers’ pay in the private sector is determined privately in Gua-
temala (as well as in Brazil), resulting in lower average salaries than in
the public sector in the former case and higher in the latter. Regulations
impose more restrictions in Colombia, since they require payment of at
least the same salary for the same category of teacher on the public wage
scale. Other working conditions in these three countries are governed by
private contractual norms. In Argentina, private schools are free to select
teachers, but there are obstacles that make it difficult to fire them and
to restrict wage levels, which results in higher average wages in the pri-
vate sector. In some cases, the differences may stem from the payment of
bonuses—for example, for good attendance—which amount to incentives
and can improve results. It would be helpful to strengthen this potential
virtue of private schools, allowing them greater flexibility in this and other
areas of human resource policy. The right to choose staft is valued highly
in this field.
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Colombia has experimented with various forms of public financ-
ing for private schools: teachers on assignment, in-kind subsidies, extra
days, vouchers for poor families (Expansion Plan for Secondary Educa-
tion Coverage—PACES—scholarships), and—recently—concessions. The
concession system is a response to an assessment that the PACES scholar-
ships did not result in higher quality, since poor families are too poorly
informed and trained to demand it. The concessions set explicit qual-
ity standards for concession-holders. In recent years, a system of loans
for families to finance overdue payments in private primary and middle
schools was established. Student loans are available in higher education, as
are competitive research grants.

In Argentina, the government supports more than 70 percent of pri-
vate schools, but lacks a clear formula to define the amount of contri-
butions. Fiscal support accounts for 40 percent of private schools’ total
income. On average, institutions in this sector have 16 to 18 percent more
resources than state schools.

In Guatemala, public subsidies are available only for private nonprofit
institutions at the preschool, primary, and lower secondary school lev-
els in marginal urban and rural areas.* (Additionally, there are scholar-
ships available for displaced children to attend private schools.) Moreover,
for-profit or nonprofit private schools and universities are exempt from
income tax, value-added tax, property tax, and tax on mercantile and agri-
cultural businesses. Higher education is exempt from the tax on vehicle
traffic. The country’s private universities and one public university benefit
from fiscal incentives for donations, which do not apply at the primary
and secondary levels, although they do apply to other cultural and scien-
tific institutions.

In Colombia, private schools benefit only from a value-added tax
exemption. There are no exemptions for donations for education. Only
company spending on the welfare of workers, including education, is
deductible from income taxes.

*Subsidies officially began in 1997, although there were some precedents dating
from 1995. The subsidy is expressed in amounts per student up to a maximum of 43
percent of teachers’ salaries, the only use permitted for these contributions. In 2001,
for institutions that do not charge fees or that levy very low fees, a per teacher salary
subsidy mechanism was established; this subsidy can meet up to 90 percent of public
sector salaries.
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In sum, the state provides financial support to institutions and fami-
lies in a variety of ways. Whatever formula is chosen, it is important that it
be made to work through stable and efficient regulations. The higher pub-
lic costs per student of higher education—and the regressiveness of this
cost—should spur reflection on the need to strengthen loan systems, which
in turn should be linked to quality accreditation mechanisms. The stabil-
ity that enables optimal educational development would be best secured
through long-term technical and political agreements that prevent abrupt
changes brought about by ideology rather than serious assessments.
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CHAPTER9

THE CHALLENGE OF DELIVERING
QUALITY EDUCATION

Juan Carlos Navarro

Revisiting the Original Question

After considering the details of each case presented in the preceding chap-
ters, it is important to note the central question that inspired their prepa-
ration: how to achieve quality education for all children and youths in Latin
America. Despite significant achievements in expanding coverage, the
region’s education systems have failed to bring educational quality to uni-
form levels that match the expectations and needs of present-day society.
The vast majority of Latin America’s schools lack sufficient resources and
the capacity to put the few resources they do have to work effectively. Few
schools can claim to have the teachers they need, few teachers can claim that
they manage to do the work they should be doing, and few pupils can claim
to be learning what they are expected to learn with the best methods.

Doubtless the region can claim partial achievements, good practices
and programs to improve some of the many things involved in running a
good school system. But the widespread scale and persistence of problems
suggest that it is necessary to look at institutional matters rather than con-
fining the assessment to a microanalysis of more or less successful inno-
vations in teaching or technology. These case studies are an attempt to
address this institutional aspect of the problems in Latin American educa-
tion by analyzing the experiments in cooperation between the public sec-
tor and private education suppliers. The prime motivation for this effort is
not to increase knowledge about private education in Latin America, but
to understand the constraints on the region’s education systems through a
comparative analysis of their institutional arrangements.

The idea underlying the case studies is that there is a series of inter-
related contracts that create incentives for those participating in the insti-
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tutions which can influence their practices. On occasion, such practices
can serve socially beneficial objectives; sometimes, however, they cause
distortions in conduct and resource allocation which worsen the general
outcome of school operations. In particular, the contracts within organi-
zations can be analyzed as a process of interaction between a principal
and an agent; and the institutional problem can be described in terms of
how to make the agent act in a way that is consistent with the principal’s
goals.

The case studies present experiences in which innovations have been
made to the contractual arrangements in the vast majority of the region’s
public education systems. The standard contractual arrangement in all
of the case studies except Chile is the public school, in which the state
acts simultaneously as the source of finance and the direct administrator.
There are school principals, to be sure, but in practice they do not man-
age their school’s staft or budget. The main oversight mechanism is a net-
work of inspectors who visit the schools to ensure that the curriculum has
been taught and to handle special cases. The system features a centralized
authority, which could be the national government, a regional body to
which responsibility for education has been delegated in a specific juris-
diction, or a provincial or city government. This authority manages a large
number of schools, which lack both a minimum degree of autonomy to
resolve their own problems and a clear idea as to whom they must account
for their performance.

The Chilean case examines what happens when this situation is shifted
to the public financing of privately run schools. The other studies look at
how the countries involved have arrived at various combinations of public
financing and private management and the consequences of that mix.

The case studies are not definitive analyses of issues that doubtless
will be revisited in greater detail and at greater length in the future. It is
possible, however, to draw some tentative conclusions from them.

Institutional Arrangements in Subsidized
Private Education

Much of the case studies’ richness lies in their description of the contrac-
tual arrangements that cause publicly financed and privately run schools
to function differently. This approach led to the identification of those fea-
tures of the relationship between the school and its surroundings, and of
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relations within the school (among principals, teachers, pupils, and par-
ents or guardians), that are relevant to the schools’ performance. These
features amount to new principal-agent relations that differ markedly
from those found in public schools.

» The presence of administrators in the school networks who are less
remote and more proactive: A good example is the role played
by the support offices of Fé y Alegria in supervising schools and
administrators. In other cases, the communities of parents and
guardians serve as important “principals” for administrators and
other teaching staff. In some cases, administrators have been given
greater authority and more effective management tools, as has hap-
pened under the private school management model described in
the chapter on Peru (chapter 6), which enables them to better define
their role as principals (as opposed to agents) for the teachers.

= Contracts between private schools and the state that more clearly
define observable results and rules on renewal, penalties, and
rewards: Economic theory states that it is impossible to draft con-
tracts that provide for all possible contingencies, but the program
of privately run public schools in Bogota shows that it is possible
in the education sector to conceive and implement performance-
related contracts if public schools are made responsible for their
results. And the agreement between the Venezuelan Association
of Catholic Education (AVEC) and Venezuelas Ministry of Edu-
cation (MECD) shows that even a relatively unspecific contract
(compared to those in Bogota) can ensure that the parties’ conduct
is predictable, which facilitates the running and expansion of pub-
licly financed private schools.

s Stimulus to the functioning of a quasi-market in education: In Chile,
this entailed the introduction of competitive pressures among
schools. This pressure can be viewed as a key factor, since subsi-
dized schools operate in an environment in which (1) they must
agree to be compared with other schools if they want to continue
and (2) amassing prestige is crucial to a school’s sustainability.

The cases also offer a wealth of detail that may be of considerable

interest and use to those in government or involved in international orga-
nizations technical assistance projects when they consider how to devise
incentives for schools and school systems.
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Are Publicly Subsidized Private Schools
Better?

The case studies focus on describing contractual systems that offer an
alternative to conventional public education. But it is almost impossible
to separate the treatment of this issue and the description of good prac-
tices from the need to determine the extent to which these institutional
arrangements produce quality education for all (including the socially dis-
advantaged) at a cost that is equal to or less than that of public education.
The question thus becomes the relative cost effectiveness of schools that
are publicly financed and privately run.

Answering this question requires detailed information on the perfor-
mance of schools with different kinds of incentives, as well as their costs.
The case studies show that there are significant variations in the availabil-
ity of such information across the various countries. And at least one case,
that of the concession schools in Bogotd, had not been operating long
enough to undertake a reasoned assessment. The case of publicly financed
and privately managed education in Peru offers fragmentary evidence,
mostly arising from the special attention paid to Fé y Alegria’s network of
schools. In Venezuela, information on costs is much more detailed, which
facilitates comparison with the public system. Chile probably has the lon-
gest and most systematic experience, and the comparative performance
of municipal and subsidized schools has been a constant theme of educa-
tional research over the past decade. There is inadequate information on
the performance of private schools in Guatemala, and only limited infor-
mation in the case of Argentina.

The overall findings clearly indicate that in Chile, Peru, and Venezu-
ela, privately run schools are more cost effective. In Argentina, subsidized
Catholic schools perform better than state schools even when correcting
for socioeconomic class. There is sufficient evidence to argue that pub-
licly financed and privately managed schools provide an education whose
quality is at least equal to and probably better than that provided by public
schools, and that they do this at a lower cost.

These are preliminary conclusions, subject to qualification until there
are detailed data from field research. Each case study discusses the main
limitations of its conclusions on this issue. Note, however, that in none
of these cases was public education compared with elite private schools,
but rather with private schools that receive substantial public subsidies
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because they serve pupils from lower socioeconomic levels. The Fé y
Alegria schools in Peru and Venezuela, for example, are private schools
whose mission is to provide educational services “where the asphalt
ends”—that is, in environments where poverty is prevalent.

The Origin of Alternative Institutional
Arrangements

How have the incentive systems that seem to produce desirable behavior
in schools come into being? The institutional peculiarities and particu-
lar circumstances of each national experience examined have had differ-
ent effects on the institutional arrangements that exist today. The experi-
ment of concession schools in Bogotd, for example, must be understood
in the context of Bogotd District’s administrative autonomy and financial
strength—the result of a years-long process of decentralization and fis-
cal reform. The organizational strength of Venezuelan Catholic education
largely explains its capacity to demand (and successfully negotiate with
the state) a stable regulatory framework for public subsidies to private
schools. Chile’s recent political history makes it easy to understand how a
major reorganization of the school system was possible in the 1970s, and
how these reforms continued when the military government was replaced
by a democratic administration a decade and a half later. And the political
baggage that the debate on private education acquired in the early 1990s
largely explains the dislocation and relative regulatory paralysis apparent
in Peru.

A characteristic shared by Venezuela, Peru, and, to a certain extent,
Colombia and Argentina, is the predominance of Catholic schools in pub-
lic-private partnership schemes. The policies that protect private educa-
tion in these countries thus have been strongly influenced by church-state
relations. Sometimes, the church’s position on certain policy issues (not
necessarily education policy) has created tension or hindered relations
between education ministries and private schools. Sometimes, the fact
that most, if not all, private schools receiving public subsidies are Catho-
lic is problematic for the state, either because non-Catholic educational
organizations protest or because of understandable reservations about
what can easily be perceived as support by a secular state for faith-based
schools. The case studies prompt the conclusion that all interested par-
ties would benefit from policies geared to regulating private education



242 Private Education and Public Policy in Latin America

and establishing general rules applicable to all private suppliers, not just
church-related institutions.

Incentive Systems, Regulatory Frameworks,
and Policy Alternatives

If the discussion were confined to the question of what private suppli-
ers of education need to operate effectively and perhaps even expand, the
answer would probably not be very different from that for private actors
in other areas of the economy:

= stability (the capacity to predict what the government will do and

the confidence that the rules and regulations will not continually
change), and

= transparency (the perception that the same number of well-known

rules will be applied to all the actors).

In the education sector, public subsidies are also required, because
the capacity to pay for services is extremely limited except at the highest
socioeconomic level, and the social benefits that arise from a good educa-
tion for all far surpass the willingness of private agencies to pay for pri-
mary and secondary schooling. These subsidies must be subject to public
policy criteria that make them transparent, equitable, focused, and effi-
cient. The concerns about finding a satisfactory subsidy system give rise
to regulatory policy issues, such as the need for appropriate systems of
monitoring, supervision, and accountability in private schools; and the
need for systems that do not produce incentives that distort the beneficial
behavior they are trying to promote.

The case studies differ markedly in the number and intensity of these
features. In all of them, there is an association of public subsidies with
private suppliers, and this combination seems to result in the provision
of quality education for pupils from low-income families. But in Peru,
for example, the regulatory framework is neither transparent nor stable.
Public oversight of private schools in Guatemala and Argentina is neither
transparent nor effective. Venezuela, Colombia, and Chile have developed
diverse contractual frameworks to govern relations between public edu-
cation authorities and private schools, all of which offer significant stabil-
ity and transparency. The Chilean program is the only one that seems to
include open competition among suppliers, although some elements of
this can be found in the rules governing bids for the management of part-
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nership schools in Bogotd. In this latter case, the contracts regulating rela-
tions with schools specify results-related supervision and control mecha-
nisms. Contracts require a determination as to whether the funds produce
the expected outcomes. The MECD-AVEC agreement in Venezuela only
includes control mechanisms for inputs; the agreement calls for an assess-
ment of whether the funds were used for their intended purpose.

The Peruvian program has the most limited coverage and the most
uncertain future. In contrast, the Bogota case, although it is a local experi-
ment, has great potential for expansion. The increase in the number of
schools covered by Venezuela's MECD-AVEC agreement suggests that
this accord, even with all its limitations, has provided a minimum level of
predictability, facilitating expansion in the subsidized private sector. The
Chilean experience shows that a regulatory framework applied to a whole
education system can make the subsidized private sector grow to almost
40 percent of total enrollment in primary and middle schools.

These comments are not meant to suggest that Chile’s regulatory
model is the best. Rather, its operation and development indicate the sub-
sidized private schools’ potential for expansion. A careful reading of the
Chilean case shows that it is a model that has yielded substantial benefits
in terms of cost effectiveness for the educational system, but that it also
has very stringent requirements in terms of information and institutional
complexity for it to work well. It is notable that the system has been able
to deal with successive adjustments in what could be termed a process of
continuous improvement.

But it has also been a process of increasing technical and political
complexity. Once it was decided that all schools should receive the same
subsidy per pupil, the problem of schools in particularly disadvantaged
environments emerged. Then, when the subsidy was adjusted for, say,
rural areas, the issue arose as to the extent to which parents should con-
tribute beyond the amount provided by the state. This issue seemed to
have been resolved, when doubts surfaced as to whether it was equitable
to provide the same subsidy to children and youths from families with
different incomes. These problems can probably be solved, but each solu-
tion adds complexity to the system and often entails a considerable cost in
terms of disputes and political disagreements.

One way to understand Bogotds partnership schools program is to
see it as the result of a learning process resulting from a series of experi-
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ments with school vouchers in various parts of Colombia. The constraints
and complexities of several of these schemes sprang from the decision to
use an approach based on supply rather than on demand subsidies, and
on contracts with education suppliers rather than on funds for the pupil.
Although a program such as Bogotds might make significant informa-
tion and management demands, they are fewer than those in programs
that rely wholly on demand subsidies. The agreement in Venezuela can be
understood as a kind of mid-point between this level of complexity and
the almost complete absence of a systematic subsidy policy in Peru.

In Peru, relations between the subsidized private schools and the state
are marked by high levels of disconnection and high transaction costs. The
education system spends almost nothing on supervision or the rational-
ization of regulations, and it functions with little reliable information for
the main actors—the government, private schools, families, and pupils.
Its high transaction costs are obvious, since each agreement between the
state and a group of schools is negotiated separately, the regulatory and
administrative institutions are weakened, and socially beneficial actions
are not forthcoming. These circumstances condemn subsidized private
education to a state of chronic underdevelopment. This regulatory uncer-
tainty and many of the corresponding transaction costs are what the Ven-
ezuelan agreement between MEDC and AVEC sought to eliminate—to a
large extent successfully—although the accord does not include a detailed
performance contract as in Bogota.

In contrast to the above, over two-thirds of private primary and sec-
ondary schools in Argentina—which enroll about one-quarter of all stu-
dents—receive some sort of state subsidy, and most private nonprofit
schools in Guatemala also receive a state subsidy. Yet oversight is, to say
the least, inadequate.

Conclusion: The Importance of Details

The cases reveal a public-private partnership continuum ranging from
situations in which the agency relationship is effectively resolved through
performance contracts or the inclusion of market competition (but with
stringent institutional and informational requirements that entail sub-
stantial costs), to those where the costs of information, regulation, and
management have been reduced to a minimum while creating very high
transaction costs in agent relations. One way of understanding public edu-
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cation from this perspective is to view it as an extreme form of regulatory
simplicity combined with a multitude of unresolved agent problems, evi-
dent in the distorted incentives described in several of the case studies.

From a public policy standpoint, there is no single optimal model
because of the diversity of circumstances in the different countries. Each
country makes a tradeoff between the institutional and informational
complexity needed to operate a system based on highly efficient incentives
and contracts, and regulatory simplicity accompanied by high transaction
costs in relations between the government and education suppliers. Four
of the case studies are located between these two extremes, with Chile
closest to the extreme of efficiency with complexity, Peru at the extreme
of high transaction costs with simplicity, and Colombia and Venezuela in
intermediate positions. Guatemala and Argentina are examples of both
complexity and lack of transparency.

It is impossible to choose an efficient incentive system without tak-
ing into account practical considerations about the relationships between
the actors and their technical, administrative, and political capacities. A
country might be willing to pay the price of a regulatory system for sub-
sidized private schools with high transaction costs, since it lacks informa-
tion systems, procedures on the design and implementation of sufficiently
sophisticated public policies, or the right political environment. The price
will be reflected mainly, but not solely, in the fact that the subsidized sec-
tor will be smaller than it could be.

Another lesson to be drawn from the case studies is that details matter.
The fact that transfers to Peruvian public schools take the form of teach-
ing positions rather than cash might be important, because it is linked to
constraints on the schools in selecting their teaching staff. The fact that in
Chile the money is transferred to the schools and not to the families, or
that municipalities receive guarantees that they will be given additional
funds to cover the resulting financial deficits once they have spent the per
student transfers, probably lessened the impact of the vouchers program
on stimulating competition in the school system. The fact that the ratio-
nale for financial transfers to private schools in Argentina has not been
reviewed for decades means that public goals of equity and quality are not
likely to be achieved.

The conclusion that there is no ideal regulatory system suited to all
times and places must be complemented by the assertion that the overall
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choice of a system (supply-based rather than demand-based, for example)
is only the start of a long chain of choices, and that adjustments to the
system’s details will have to be made. Clearly, these choices can make a big
difference in the results of public-private collaboration on education.

Private suppliers of state-subsidized education can deliver quality ser-
vices at a low cost for students from low-income families. Such schools
have a different internal organization and are connected to their environ-
ment through different rules and regulations. This should be a significant
focus for everyone involved in improving education in Latin America: how
to make schools work better. Each country will need to decide whether it
wants to improve schools with public subsidies, or whether it prefers to
change the incentives with which public schools operate. For either course
of action, the case studies offer plentiful lessons.



CHAPTER 10

PUBLIC POLICY AND PRIVATE EDUCATION:
WHERE TO NOW?

Laurence Wolff

This book seeks to change the nature of the debate about public versus
private education from a polemic on which system is better or best serves
society to one that focuses on defining and implementing the right rules
of the game—public regulation, laws, and oversight for both public and
private institutions. The clash between those seeking to privatize and
those seeking to nationalize education has gone on for too long. This is
an old ideological battle, a carryover from the past. Both public educa-
tion with private efficiency and private education that fulfills social goals
are needed. The distinction between private and public education is less
important than the perceived public good of each set of institutions and
the rules that critical system stakeholders follow.

Until now, little systematic information has been available about the
extent and roles of private education in Latin America, as well as its rela-
tive effectiveness. In particular, little has been known about oversight and
regulation of private education, and whether such oversight had positive
or negative effects regarding such educational goals as equity, quality, and
the efficient use of public funds.

The case studies in this book help to end this ignorance and shed light
on the role of private education in the region. The studies show that pri-
vate education serves society and provides returns to society beyond the
individual returns to students. Private education, especially when run by
nongovernmental organizations (NGOs) and religiously affiliated groups,
is at least as effective as public education, can often reach the poor and
underprivileged, and is frequently less costly than public education serv-
ing a similar clientele. The government has a role to play in the regulation
and oversight of private education in terms of ensuring truth in advertis-
ing and minimum quality of services offered, providing information, and
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offering extension services to private institutions in much the way that it
supports small enterprise development. The government also can encour-
age and sometimes subsidize private education when it sees that it can
achieve objectives of equity, quality, access, and research more effectively
through the private sector. Recognizing the social value of private educa-
tion, governments throughout Latin America subsidize or support private
education in numerous ways, including through tax exemptions, student
loan schemes, purchase of places, vouchers, contracts, and support for
capital development.

The case studies show that the public and private sectors can interact
in many ways, with positive—and sometimes negative—results. In many
cases, governance, oversight, and even subsidization of private educa-
tion have been counterproductive. Instead of leading to increased quality,
equity, and responsiveness, the government role as currently practiced in
a number of countries in the region (and as documented in the Argentina,
Guatemala, and Peru case studies) has often led to increased inequity and
inadequate benefits to consumers as well as to society as a whole. There
are also political risks—for example, the abandonment of public schools
by the upper middle class can lead to inadequate political and then finan-
cial support of the public system. Nonetheless, in the right policy envi-
ronment, private schools can provide the same or better education than
public institutions and at lower costs.

There are no guarantees, however. The private sector can be—and has
been, in some cases—an advocate for insufficient information, commu-
nication, and transparency, as well as a barrier to the entry of new insti-
tutions. At the same time, the greatest obstacle to private solutions that
serve the public good is the state’s inability to design and implement an
environment and set of incentives by which the private sector gains more
when it behaves in ways that promote the public interest. The specifics of
oversight, management, and information are essential to public policy’s
achievement of goals of quality, equity, consumer satisfaction, and value-
added for society.

There is no one “right” way of supporting private education to achieve
public policy objectives. For example, Chile’s voucher system requires
constant tinkering to make it work. And the city of Bogota’s supply-based
approach to private provision of education services has been the result
of negative experiences with voucher programs. The state must simulta-
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neously strengthen processes such as autonomy, feedback, and transpar-
ency in its management of public sector institutions in order to increase
society’s benefits from its public schools.

Note, however, that accountability, feedback, autonomy, the right
incentives, and even timely subsidization of private education are condi-
tions for the improvement of education in the region. It could be said that
if you offer a carrot to a one-legged man, he will not be able to take it. We
need to provide the second “leg,” which in the case of education means
well-educated and committed teachers; an adequate learning environ-
ment; and clear, consistent, realistic, and measurable learning standards.
In particular, the teaching profession needs to be far more highly valued
than it now is. Ways and means must be found to attract and retain more
highly motivated and better prepared teachers, and far better guidance
and direction must be provided to them to change what happens in the
classroom.

This book is not the last word on the subject by any means. While it
has mainly covered primary and secondary education, the region’s private
sector is in fact strongest at the higher (postsecondary) education level.
And private postsecondary education is expected to grow even more rap-
idly as the increased need for lifelong learning and an increasingly diverse
clientele lead to more highly differentiated offerings at this level. Distance
and Internet education will be of particular importance. A broad range of
Latin American and international private education institutions are seek-
ing to enter the distance learning area. New credentialing mechanisms
will be needed to oversee the quality of the offerings at this level (espe-
cially of non-university courses) and the increasing number of private
international education institutions in the arena. Need-based loans to stu-
dents (educational credit) for higher education should be studied further,
with a view toward their expansion. There are many such programs in
the region, but they cover only a small percentage of eligible students and
often have management and repayment problems.

The role of the private and NGO sectors in providing preschool and
early childhood development services is another area for future study
and growth. The research on the significance of early childhood develop-
ment services for successful performance in later years of schooling and in
the job market—especially for at-risk populations—is persuasive. While
countries such as Uruguay have expanded public provision of preschool
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services, in most countries, the private and NGO sectors already provides
a high percentage of these services and may offer more cost-effective solu-
tions. The critical issue at the preschool level is to ensure that a minimum
standard of services is provided and to keep the impact on public finances
at manageable levels by effectively targeting public resources toward poor
and disadvantaged populations.

There is also a growing but as yet unexamined set of private “cram”
courses offered to students preparing for their university entrance exami-
nations (e.g., cursinhos in Brazil, academias in Peru). To what extent can
public policy deal with the potential issues of inequity posed by the need
for fee-based courses to ensure entry into prestigious, often free, pub-
lic institutions? How can the apparently cost-effective methodologies
of cram courses be harnessed to increase learning and reduce inequity?
There is a huge variety of private technical and vocational programs, usu-
ally for-profit, burgeoning throughout the region, about which little is
known. The development of adequate regulatory mechanisms to ensure
truth in advertising, adherence to minimal quality standards, and, where
appropriate, the prosecution of scams will be critical. There is an increas-
ing need for lifelong learning for workers, parents, and an aging popula-
tion, but little is understood about the proper role of the government in
supporting opportunities for such learning.

The issues raised in this book about the proper role of the public and
private sectors in education are a subset of the broader issues related to
economic reform and the role of the state in Latin America. Much of the
focus of the economic reform of the 1990s was on cutting back the over-
sized role the state had assumed. Government had set itself up as producer
of many goods and services that could be provided more efficiently by the
private sector; government regulation of economic activity was oppres-
sive, and government itself was far too centralized. But it has become clear
that cutting back government is not the same as ending the governmen-
tal role in the economy. In fact, as the state pulls back from producing
goods and services and from micromanaging the economy;, it needs a far
more competent (if smaller) cadre of public servants, resistant to the pres-
sure of lobbies and short-term political gain and aware of the subtleties
and difficulties of encouraging competition, transparency, value-added,
and equity. A strong and capable state is vital in supporting newly opened
markets; conversely, an arbitrary, corrupt, and/or incompetent state will
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impede economic development and change. By relieving the state of those
activities it does not do well, the state is instead freed to concentrate on the
key functions that it alone can fulfill—including providing critical insti-
tutional infrastructures for oversight and regulation, ensuring the provi-
sion of public goods, and looking after those members of society least
able to care for themselves. For this reason, the region needs a second
generation of reforms that will focus on building the institutions that let
the state perform its critical functions effectively. The task is no less dif-
ficult and challenging—and no less crucial—in education than in finan-
cial, tax, trade, and market reforms and in political decentralization and
democratization.
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