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I. INTRODUCTION
 

This study of the educational. sector loan in Panama forms one of
 

several interrelated studies of AID loans in agriculture and education
 

undertaken by the DevL1opment Program Office of the Latin American
 

Bureau (LA/DP) of AID. The general purpose of these reviews is to
 

compare the experiences of sector loans in several countries and to
 

determine what lessons to apply in designing future sector lending
 

programs. This activity is timely because a number of Latin American
 

countries, including Jamaica, Honduras, and Bolivia, are in the pro­

cess of requesting educational sector loans.
 

LA/DP intends to send teams to Colombia and Brazil, as well as
 

Panama, since these three coantries, along with Chile, were the first
 

to receive sector loans in education. Since this study is the first
 

of three, its general conclusions should be regarded as preliminary
 

and tentative.
 

The team for the study was composed of the following members:
 

Dr. Robert Pogson
 
Deputy Director
 
Center for Research on Economic Development
 
University of Michigan
 
Ann Arbor, Michigan
 

Dr. Laurence Wolff
 

Educational Consultant
 

Academy for Educational Development
 

Washington, D.C.
 

Dr. 'i]! Ciarc-;!cnIm 
Educational Planner
 
Technical Assistance Bureau
 
AID
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Mr. Glenn Patterson
 
Deputy Director
 
Office of Development Planning
 
Latin American Bureau
 
AID
 

The team met in Washington for one week beginning November 26, 1973, to
 

review basic documents, interview AID/W personnel, and develop an evalu­

ation strategy. The team spent December 3 to 15, 1973 in Panama, during
 

which time it reviewed basic documents, discussed the sector loan with
 

Mission personnel, interviewed key Ministry officials, and made on-site
 

inspections of Panamanian schools in Panama City and the interior.
 

During January, each member of the team wrote a draft evaluating aspects of
 

the loan. The team met January 30, 1974 to review the work up to then and
 

to discuss major conclusions. Dr. Wolff combined the individual drafts in
 

a draft final report, which was then commented on and revised by other
 

members of the team.
 

The purpose of the evaluation was in no way to sit in judgment or
 

audit the performance of the Panama mission or of Panama's educational
 

system, but rather to see what could be learned from the Panama experience
 

concerning the sector loan processes of
 

o analysis
 

o allocation of resources
 

o implementation.
 

In fact the team was impressed with the commitment and initiative of the
 

present AID loan administrator, the senior expert working with the
 



Ministry of Education, the technical assistants, and all the Panamanian
 

educational leaders interviewed.
 

The team emphasizes that, as with any evaluation done by a group 
of
 

outsiders on a short visit, the conclusions of the report should 
be con-


The team did not have the time to do detailed quanti­sidered tentative. 


tative analysis of loan inputs and outputs in relationship to development
 

In

goals in education and in the social and economic life of Panama. 


addition the loan has not been operating long enough to fully evaluate
 

Most of

institutional changes and changes in the quality of education. 


the programs and pilot projects have been in existence for little 
more
 

than a year.
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II. 	 DESCRIPTION OF THE LOAN
 

In 1967, the Panama Mission decided that a major and complete analysis
 

was needed in order to help shape Panama's educational future. Previous to
 

that time, AID's assistance to Panama had included a number of technical
 

assistance and construction projects, among them:
 

o 	technical assistance in agriculture and public
 

administration at the University of Panama by the
 

University of Tennessee.
 

o 	a number of grants and loans for self-help construction
 

of rural primary schools.
 

o 	grants for construction of urban classrooms.
 

o 	grants for a number of manpower studies.
 

AID contracted with the Pennsylvania State University in 1968 to collab­

orate with Panamanian counterparts in the writing of a national educational
 

plan. After working more than a year, the group produced the National
 

Plan for Education and a series of implementation reports.
 

The writers of the plan took a global approach. They looked in
 

detail at economic factors in Panama's development, at social demands for
 

education, and at the quality and management of the educational system.
 

They made seventeen major recommendations as follows:
 

1. 	Formulation of national goals and objectives
 

2. 	More leadership and better administration in the
 

Ministry of Education
 

3. 	Reallocation of funds for eucatienal development
 

4. 	Massive financial support of education
 



5
 

5. 	Improvement of teacher education
 

6. 	Improvement of supervision
 

7. 	Continuous curriculum development
 

8. 	Large-scale school construction
 

9. 	Provision of instructional materials
 

10. 	Improvement of technical education
 

11. 	Improvement and expansion of guidance services
 

12. 	Provision of health services
 

13. 	School programs for the mentally and physically
 

handicapped
 

14. 	Use of modern instructional technology
 

15. 	Provision of adult education
 

16. 	Provision of developmental research
 

17. 	Experimentation with pre-school training of under­

privileged children 1
 

They also proposed ten specific goals to be reached over the period
 

1969-83 as follows:
 

1. 	an efficient, well-organized Ministry of Education
 

2. 	enrollment of 90 percent of the age group 7-15
 

3. 	enrollment of 49 percent of the age group 13-18
 

4. 	a well-developed guidance program
 

5. 	effective school plants
 

6. 	adequate school supplies
 

7. 	well-trained teachers
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8. articulation of all levels of education
 

9. a well-established research department
 

10. a good distribution of educational resources throughout
 

2
 
the country.
 

The planners estimated that over the 15-year period from 1969 to
 

1983 new programs in the plan would require investment of $58 million.
3
 

In the first years of the plan, especially 1970 to 1973, a large portion
 

of this figure would be required, especially for school construction.
 

They proposed that a portion of the plan be financed by outside assistance
 

as follows:
 

AID $ 6,571,000 	 for primary school construction
 
and improved quality and
 
management.
 

World Bank $ 1,962,000 	 for secondary school construction.
 

IDB $ 5,594,000 	 for technical and vocational
 
school construction.

4
 

With some minor changes, the Panamanian government accepted the plan.
 

-Bt it sems-lexr-that-th e--ennsylv-ani -at~etudm-wrut--most-of-it 

_ev/en-though -a-number -of-Panamanian-counterparts-were-also-de-lt-inVoIved.
 

The AID loan administrator reports on this situation as follows:
 

...External inputs into the formulation of the original
 
plan were predominant and a marked shift in the GOP
 
attitude became'evident [after the plan was completed].
 
In the last quarter of 1970, the GOP announced the
 
formation of an all-Panamanian education evaluation com­
mission whose task was to reviwc; and rcvi:c, the 15 year 
development pl!'n. The plan presented and approved as
 
a substitute was very similar to the original one, but
 
a spirit of nationalism is expressed as an underlying
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theme and a preference is articulated for multi­

lateral over bilateral technical assistance.
5
 

Since the time of the plan, Panama has received significant outside
 

assistance.* The IDB loan, authorized in 1969 for $3.4 million, includes
 

construction, provision of equipment, technical assistance, and out-of­

country training in secondary technical and vocational education. The
 

World Bank decided not to provide a loan to Panama.
 

The AID Sector Loan 036, which this repott evaluates, proposes three
 

major objectives and divides AID funds as follows:
 

TABLE 1. AID EDUCATIONAL SECTOR LOAN 036 

COMPONENT IIO1LNT % OF TOTAL 

Improving Administration $ 258,000 3.0 

Reorganization of MOE 
Planning & Evaluation 
Maintenance 

123,000 
85,000 
50,000 

1.4 
0.1 
0.6 

Improving Quality of 1,279,000 15.0 

Education 

Curriculum Development 
Teacher Education 

166,000 
285,000 

1.9 
3.3 

Teaching Materials 
Research & Technology 

719,000 
109,000 

3.3 
8.5 

Expansion of Facilities 6,963,000 81.9 

Provincial Units (8) 451,000 5.3 

Superior Normal School 
Primary Classrooms (635) 
Secondary Classrooms (175) 
Furniture & Equipment 

536,000 
3,578,000 
1,598,000 

800,000 

6.3 
42.1 
18.8 
9.4 

MOE Building __---

TOTAL $ 8,5002000 100% 

Source: Sector Loan Paper, p. 55.
 

This was probably a major reason behind acceptance of the plan.
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Thi great bulk of loan funds--81.9 percent--goes to construction. Only
 

3.0 percent goes to improving administration. Wh1ile 15.0 percent goes to
 

improving quality, most of that money--8.5 percent of the total loan--goes
 

toward provision of equipment and materials.
 

In addition to the $8.5 million in AID loan funds, the government of
 

Panama was expected to contribute $8.9 million, which would come from the
 

"general budget allocation." This figure would include the cost of all
 

land acquisition at $2,300,000 as well as construction of a new Ministry of
 

Education building at $1,570,000.
 

The loan paper also breaks down both the GOP and AID contribution in
 

terms of capital assistance, technical assistance, training, and staff
 

salaries as follows:
 

TABLE 2. 	 BREAKDOLN OF AID AND PNAANIAN 
CONTRIBUTION TO LOAN PROGRA1 

Tech.
 
COMPONENT Capital Asst. Training Staff 

GOP AID AID GO1' AID GOP 

Improving $ 4,000 $ 6,000 $195,000 $ 59,000 $ 57,000 $ 31,000 
Administration 
MOE Reorgani- - - 90,000 31,000 33,000 31,000 

zation 
Planning & 4,000 6,000 60,000 13,000 19,000 -

Evaluation 
Maintenance - - 45,000 15,000 5,000 -

Quality of $246,000 $699,000 $330,000 $304,000 $250,000 $ 24,000 
Education 
Curriculum Dev. - - 120,000 61,000 46,000 10,000 
Teacher Educ. - - 150,000 166,000 135,000 -

Teachinrg Nate- 201,000 699,000 - 50,000 50,000 -

rials 
Research & 45,000 30,000 60,000 27,000 19,000 14,00J 

Technology 



TABLE 2. BREAlKDOWN OF AID A D PMX1A"N-IAN 
CONTRIBUTION TO LOAN PROGR.'.! (continued) 

Construction Land 

COMPONENT COP AID GOP 

Expansion of $5,532,000 $6,963,000 $2,300,000 $4.00,000 
Facilities 

Provincial Units 226,000 451,000 225,000 -

Normal School 426,000 5?6,000 100,000 60,000 

Primary Classrooms 2,573,000 3,578,000 1,005,00 140,000 

Secondary 737,000 1,598,000 860.000 200.000 

Furniture/Equip. 100,000 800,000 -

MOE Bldg. 1,470,000 - 110,000 

Source: Sector Loan Paper, p. 56.
 

Since the sector loan was intended to implement the first three­

year phase of the National Plan for Education, the disbursement period of
 

the loan was expected to be for three years.
 

The loan paper provides a number of analyses of the economy and edu­

cation in Panama. For instance, the loan paper states that the plan's
 

goals of enrollment of 90 percent of the 7 to 15-year age group by 1983
 

and 49 percent of the 13 to 18-year age group were based on faulty
 

statistical analysis and should be cut back to 80 percent and 40 percent,
 

respectively. 6 Despite these and other problcms, the loan paper states
 

that the loan is relevant to social and economic goals and can be repaid
 

by the Panamanian government.
 

The loan paper states that, in spite of the fact that 82 percent of
 

the funds are for construction, the major focus of the Mission and the
 

government of Panama was on system improvement rather than expansion:
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Although by far the greater part of the funds made
available under this loan and the funds contributed
 
by the Govern-ment of Panama will be devoted to the
 
construction of educational facilities, this does not
 
reflect a position taken by either USAID or 
the COP
 
that assigns a higher priority to material expansion

rather than 
to improving the quality of education and
 
its administration. 
Rather, it reflects the obvious
 
fact that the costs entailed are not proportionate to
 
the importance and priority of the activity. 
The
 
Mission has chosen to consider this a 'sector' loan
 
precisely because of 
our greater concern with the edu­cational system as a whole and the need for strenghen­
ing management planning and implementation capability

and the ability to develop new and more relevant
 
curricula.7
 

In this matter the Mission was probably responding to AID/Washington's
 

developing interest in the sector approach.
 

While implementation of 
the loan was slow at first, as of November 30,
 

1973, $4,367,000 had been committed and $3,768,000 disbursed.
8 The present
 

accomplishments of the loan (to November 30, 1973) can be summarized as
 

follows:
 

TABLE 3. LOAN ACCOMPLISIDIENTS TO NOV.IBER 30, 1973
 

CONSTRUCTION
 

Completed: 89 primary classrooms
 

318 secondary classrooms
 

To be completed March 1974: 
167 primary classrooms
 

30 secondary classrooms
 

To be completed by mid-1975:215 primary classrooms
 
42 secondary classrooms
 
4 provincial administrative centers
 
2 university level regional extension centers
1 cc.:r.a! -; s
 



iI
 

TABLE 3. LOAN ACCO1PLISIDIENTS TO NOVE.BER 30, 1973 (continued) 

IMPROVED DMI NI STRATION 

Completed: 

- Staffing and opening of the pilot decentralization project
 

in Herrera/os Santos.
 
- Contracting of technical assistants in educational administration
 

and research.
 

Proposed:
 

- Continuation of ccntracts with technical assistants.
 
- Contracting of technical assistants in audiovisual aids
 

and in the economics of education.
 
- Equipment purchase.
 

IMPROVED 	QUALITY
 

Completed or In Progress:
 

-In-service training of uncertified teachers in Darien.
 
-Pilot programmed instruction project in commercial
 

education.
 
-Contracting of a technical assistant in evaluation and of
 
a short-term technical assistant in the "year round" school.
 

Proposed:
 

-Out-of-country training in curriculum development and
 
teacher education
 

-Technical assistants in curriculum development, teacher
 

training, and cost analysis purchase of audiovisual materials.
 

-Purchase of audiovisual materials.
 
-Support of pilot year-round school.
 

Source: 	 "Education Sector Review," November 30, 1973,
 

pp. 5-12 and attached sheets.
 

Most of the funds disbursed are for school construction. Of the
 

original 	210 man-months of technical assistance proposed in the loan,
 

1973.9
 
only 91-1/4 were completed or under contract by November 

30, 


When the 	loan was first signed, the Panamanian government negotiated
 

with several American consulting firms and universities to provide
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This change occurred because the Panama government found itself under strong
 

pressure from the urban areas to provide more places for secondary school
 

students and because the World Bank did not finance secondary school
 

construction.
 

According to the FY 1975 DAP, implementation of the sector loan will
 

carry through FY 1974. For FY 1975 the mission has programmed a loan of about
 

$6 million to finance:
 

o 	the expansion of rur-al self-help construction
 

o 	 the expansion of innovative pilot programs and the 

implementation on a national scale of successfully 

tested programs which can improve quality education 

at 	reduced per unit cost 

o 	 the expamnion of UOE's programs to decentralize
 

administrative services. 1 1
 

In addition the mission is proposing a grant project for FY 1974 and 1975 

to test innovations and to begin study of the concepts to be expanded 

during the second loan. 



Major Conclusions and Recommendations
 

A. The i-loan Analysis 

1. The analysis preceeding the educational sect6r loan to Panama
 

provided a major incentive for Panamanian educational leaders and
 

consultants to conduct a systematic review of their needs and objectives
 

in the sector as well as the principal constraints and opportunities.
 

However, the analysis was a highly quantitative statement of the problems
 

of Panamanian education with little explicit relationship to the country's
 

overall development goals. In fact, the analysis explicitly rejected the
 

feasibility of detailed manpower projections prefering to develop an
 

educational system which was sufficiently flexible to be responsive to
 

manpower training needs as they arose. Likewise, the analysis or
 

assessment did not examine alternative strategies for achieving the goals
 

stated nor the cost effectiveness of the strategy proposed. To some
 

extent this sophistication may riot have been feasible given the state of 

the art of educational analysis at the time the study was undertaken. 

(During the course of the remaining inter-country studies the team will 

give particular attention to determining what level of sophistication is 

appropriate and possible for educational analysis in alternative situations.)
 

Future pre-loan studies must be more explicit indefining the economic
 

and socia, goals of education and the means to achieve them as well as
 

in examining the cost effectiveness of alternative strategies.
 

2. The analysis was primarily the work of the consultants from 

Pennsylvania State University recruited for the job. While the Panamanian 

Government accepted the report virtually unchanged, it has acted to 



implement only a portion of the recommendations. While host country
 

input into theinitial analysis is not a guarantee that the recommendations
 

proceeding from it are acted upon, it nevertheless provides somewhat
 

greater insurance and studies conducted totally by foreigners should not
 

be accepted as a basis for sectoral programs.
 

3. The Penn State analysis formed the basis of a one-time plan
 

which has not since been significantly revised although there has been 

some improvement in the planning capacity of the Ministry. The original 

study was not designed as part of an on-going planning effort to be
 

Not only should future
incorporated into the Panamanian Government. 


sectoral programs make provision for continuation of the planning
 

function but analyses should identify a scope of work for their further 

sophistication and revision. 

B. 	Program Design and Allocation of Resources 

The program design was essentially one of school construction with a 

technical assistance and training input to improve the quality of
 

instruction and the efficiency of administration within the Ministry.
 

4. The basic purpose of the program developed was stated to be 

a qualitative and administrative improvement of Panamanian education,
 

although over 90% of the funds were allocated to school construction.
 

The 	qualitative and administrative changes recommended (with the one
 

exception of decentralization) were not given high priority by the
 

Panamanian Government. Furthermore, the program design was really a
 

description of A.I.D. inputs without reference to the specific actions
 

of the Panamanian Government.required to achieve the qualitative and
 

managerial objec~iivs of the program. It is clear that the basic
 



Panamanian interest was and remains the expansion of educational oppor­

tunity through school construction. Since this was the case and since
 

AID/W and the Mission were primarily interested in other objectives, a
 

built-in conflict has existed throughout the course of the loan and no
 

agreed-upon Panamanian targets established.
 

5. Perhaps another way of saying the same thing is that the rather
 

meager A.I.D. technical assistance and training inputs were not adequate
 

to produce the qualitative and managerial outputs generally described in
 

the loan. Not only were there no specific Panamanian inputs essential
 

to the program but even those technical assistance components foreseen
 

by A.I.D. have not been available or accepted. Thus the means foreseen
 

in the program was not suited to the ends being sought.
 

5. (a) As in other educational sector loans, the financing of school
 

construction was perceived as an admission card through which A.I.D. 

could pursue more important qualitative and administrative objectives. 

Other governments are likely to continue sharing the interests of the 

Panamanians in school construction and therefore this is likely to be 

an important element of educational sector programs for the feasible 

future. Therefore, tile question arises, low can one take maximum advantage 

of the school construction program itself to improve educational manage­

ment and the quality of education? Self-help school construction, the 

use of school construction as vocational training and other ideas for
 

maximizing the usefulness of this input should be explored.
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The Allocation of Loan Resources 

4. The Panamanian Government has consistently given conscious
 

priority to the expansion of educational opportunity through facility con­

struction rather than improved quality and management. The Mission and
 

AID/Washington, however, were primarily interested in qualitative and
 

administrative improvements within the educational system. Thus a built-in
 

conflict existed through the course of the loan. In addition, the
 

Panamanian government has consistently resisted utilization of foreign
 

technical assistance spelled out in the loan. Future loans should be pro­

vided only if there is both mutual understanding and a serious, long-term 

commitment bv the Panamanian government to loan goals and the means to achieve
 

those goals.
 

5. One of the major conflicts in the loan concerned the provision that 

AID technical assistance be fully funded through the loan. This has led to 

the anomalous position of the Panamanian government paying salaries to
 

foreign technical assistants, through the loan, in excers of the salary of 

Education. sihoion fundsthe Minister of The sh ild con!;ider usine loan to 

pay only a portion of technical assistants' salaries--up to the host country 

rate--and grant funds should be used to top) off these salaries. In addition, 

consideration should be iven to usin, _the 211d) mechanism to finance over­

head costs of U.S. ur.versitles which mipht supplv technical assistance. 

6. It was difficult to measure the contributions which the Panamanian
 

government was making to the loan program, especially in provision of
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counterpart funds for construction and for quality improvemcnt. In the
 

future, Panamn government contributions to the loan program should be
 

spelled out more clearly.
 

Relevance
 

7. Education appears to be viewed in Panama as a consumption rather
 

than investment item, and the educational goals of the loan were not re­

lated to overall development goals. Future loan activities in education
 

should be based on and integrated with the Panamanian government's overall
 

goals for social and economic development.
 

Improved Access
 

8. The loan has been notably successful in helping to provide many
 

new classrooms which will enable more Panamanians to go to school. But the
 

loan defined access only very broadly in terms of numbers of students and
 

classroom spaces. Thus it was easy for the emphasis of the loan to shift
 

in midstream from primary school construction to secondary school
 

in terms of the
construction. Future loan activities should define access 


e.g., urban or rural, advantaged orkinds of students to be rovided access, 

kinds of educational experiences to bedisadvanta ed and in term of the 

provided to them.
 

9. The loan assumed that construction was the only means to provide
 

access, and except for a few rural self-help classrooms, construction is
 

being done commercially and conventionally. In the future, the Mission
 

should consider means other than construction for the provision of
 

access, especially through the use of the mass media and existing
 

facilities in factories, churches, homes, etc. It should also view
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construction itself as a means of change and educational reform,
 

through self-help, community involvement, and employment
 

generation.
 

Improved Quality and Manacement
 

The loan has led to the beginnings of administrative decentrali­10. 


zation and to greater awareness by 	Panamanian leaders of the need for
 

improved quality and management; but it is not yet possible to demonstrate
 

that the sector loan has led to significant system improvement. The loan
 

paper set forth very broad and ambitious goals for system improvement but
 

provided principally limited and expensive technical assistance as the
 

means to achieve them. A future loan should set more specific and definable
 

goals for improved quality and ma!nagment and should carefully examine the
 

of achievinC them.
cost-effectiveness of the various means 


One seriously overlooked means of achieving system improvement
11. 


may be the utilization of the existing Panamanian resource base from else­

where in the public sector and in the private sector. AID financing should
 

allow a degree of flexibility sufficient to permit utilization of the 

arra cmcnts and through supple-Panamanian resource base throuEh PASA-tvnc 


menting the salaries of short-term Panamanian consultants.
 

12. 	 The achievement of system improvement is long term and difficult
 

short term and measurable; but both
to measure while construction goals are 


activities are to be concluding over the 3-year time period of the loan.
 

The Mission should consider more flexible nd lonser time periods than three
 

manaement.
years for activities desioned to improve quality and 





