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PREFACE

At the Twentieth ECIEL séminar»held in San Jos@, Costa Rica in
July 1973, twenty of the twenty-eight ECIEL institutions decided to
participate in a major study in the field of education and development,
provided adequate resources could be obtained. (A list of the institu-
tions, which covers qiﬁtecn Latin American countries, is attached.) Several
preliminary worling papers were presented at that seminar and it was agreed
to explore the field further with the view of preparing a projcct proposal.
A working group was appointed consisting of the following persons:  Adolfo
Canitrot (Institute Torcuato Di Tella, Argentina), Claudio Castro (Planning
Ministry, Brazil), Adolfo Figuerca (Centro de Investipaciones Sociales,
Econdmicas, Politicas v Antropoldgicas, Cathelie Univeraity of Poru),
Alejandro Grajal (Centro de Estudies dol Futuro du Vencsuela, Venezuela),
Ernesto Schiefelbein (Regional Employment Prosram for Latin Amcrica and
the Caribbean;International Labor Organization, Chile), and Marcelo
Selowsky (International Bank for Reconstruction and Levelopnent).

Denisard Alves (lastituto de Pesquisas Deoudmicas, Universidad de Sao
Paulo, Brazil) joined the group later.

The working group met in early November after resources for the
planning of the project became available. With the participation of
members of the ECIEL coordination, a number of general research questions
were outlined.  Participating ECIFL institutions sent additional proposals

and rcactions about the planned projcct to the ECIEL coordination.



A second workshop was held in early January 1974, just prior to
the Twenty-First ECIEL seminar in Rio de Janeiro. Eight working papers
were presented for discussion ts the QorkshOp which was attended by most
members of the originally appointed working group, the full ECIEL coordi-
nation team and outside consultants. (A lisg of persons participating in
the Rio workshop is attached.) On the basis of the discussions at the
meeting, a paper was prepared vhich constituted the framework for the
proposed project and which was presented to all the ECIEL seminar parti-
cipants. The research frameworl was revieved in working meetings and
individual sessions with staff members of ECIEL institutes comaitted to
participate in the proposed studies. Following the seninar, several ECIEL
institutes presented to the coordination outlines of research avenues
together with some indications of data and resource availabilities.

During March 1974, Adolfo Canitrot, Claudio Castro and Philip

studies

r

Musgrove prepared prelininary drafts of preposals for specifi
in the project, derived from the previous workshop discussions and from
the further reactions rececived from the participating YCTOL institutes.
These drafts were revicwed by the consultants who attended the January
workshop. Martin Carnoy, Richard Eckaus, and Finis Yelch pave especially
helpful comments. Their critiques were the basis for revisions by

Jorge Sanguinetty and a final revriting by Philip Musgrove of the drafts

which form the basis of the present proposal.
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EDUCATION IN LATIN AMERICAN ECONOMIC DEVELOPMENT

AN ECIEL RESEARCH PROPOSAL

Outline of the Project

The member institutes of ECiEL propose to inbestigate the relations
between education and the economic and social development of their respective
countries. Becausc the subjecct is so vast, some limitations nust be imposed
before rescarch topics can be defined. "Education" will refer primariiy to
formal schooling, with some attention to apprenticeship and job-related
training. The aspect of "development” to be emphasizad is the level and
distribution of income. TIncore distribution 1is of juncreasing concern in
the region, as development ceases to nean simplv srowth in per cavita
income, and it is also the subject of a current ECIIL study.

There are two major links between education and income distribution,

The first is that education generally raises the incomes of individuals.

If it does this by making them more productive, it increascs total Income as
well as affecting its distribution. (Education may however simply pive

people access to better-paying jobs, even displacing other people from them;
then there is a distributional effect but no contribution to development.)

To the extent that education mects needs for educated labor in certain sectors
or industries, it also affects the composition of inceme and growth. The

second link is that higher incomes make it easier for people to finance

education for themselves or their children.



If both these mechanisms operate, then education becomes an
imporfant way of perpetuating the income distribution from one generation
to another. It may also be a means of modifying that distribution,
particularly if the way education ié financed has important distributional
consequences.

It is proposed to investigate these two links scparately. One side
of the project will treat the effects of education in different sectors of
the economy. The other will censider the educational system itself and
the factors determining the amount of education received by inéividun]s.
This separation permits manageable studies to be defined, which in
addition to providing informaticn and analyses that may be useful in the
formation of public policy, can serve as a basis for later lnvestigatiocns
of the varied and complex relations betueen education and developnent,

The first part consists of two studies, which can be undertal. n larpely
or entirely with existing information (including data gathered in previous
ECIEL projects). ~rartly for that reason and partly because of greater
conceptual simplicity these two studies can be undertaken jointly by most
or all ECIEL institutes collaboratin: on the project.

(1) Costs and the financing of the oducational syston, Here the

object is to discover what it costs to produce the education people receive,
how different costs are related to differences in quality or in efficiency,
and how these costs are met. The analysis will be based on data pencrated
by the school sy-tem,

(2) Deteminants of the amount of schooling received by people now

of school age, and of the expenditurc on education. Here the object is to



relate schooling to characteristics of the individual and his family, while

controlling for differences in the supply of schooling available.

The second part of the p?oject will be treated quite differentlv. Thare
is a wealth of evidence that education raiscs income, but little knowledge
of the mechanisms involved or of their relation to other factors. Therefore,
three pilot studies wili be undertaken, each in one or two countries, to
explore these questions.

(3) Education in the modern urban_secctor. Here the object is to discover

the importance of cducation o the acquisition and productivity of employment
in the modern sector, and the consequences for income distribution in that

sector.

(4) Education in the ctraditional urban sector. Here the object is to
learn how education affects people's entry into this sector (by rural - urban
migration) and their exit from it (to ciployment in the modera sector), as well
as to judge its effect on employment and income distribution within the sector,

(5)Education in the rural sector. Here the object is to understand

how education is provided anl obtained in rural arcas, and how education affects

employments, incomes, and the propensity to migrate,

Each of these pilot studies will require considerable methodolopical
development and the conduct of new surveys to obtain the desired information.
At a later stage, the findings will be analysed to sce how education affeets
the distribution of income among rectors.

Another group of studies, which is not deseribed in this proposal but
which is of importance for the aspeats of development less dirvectly »elated

to income generation and distribution, concerns cducation and family behavior.



It is hoped to analyze in future studiés the relation of education to saving,
fertility, nutrition and health: all these are connected to income, but are
also of direct importance for human welfare.

The study of education in the process of economic development is a new
field of inquiry everywhere, but in Latin America in particular few economists
have had significant cxperience in this afea. There is an abundant literature
on education in general (for Chile alone, a bibliography - not appended here -
containing 764 entries for the period January 1970 to October 1973 was presented
to the ECIEL seminar in Rio de Janeiro in January 1974): nonetheless Latin
American work rclating edusation to development is limited. Moreover, rost
exiccing studies do not consider the questions which now scen important and to
which the present proposal is addressed. (See  the appended Selected Latin
American Bibliography; references to the studies mentioned in the text of this
proposal, which are more concerned with these questions but which are moctly
non-Latin American. are appended separately,)

It should not be surprising that the ECIEL imstitutions have had litcle,
if any, opportunity to work in this field. Thus an important by-product of the
proposed studics will be a nutual learning process and the developrent of
research capacity in Latin America which is eupueted to contribute to better
formulations of policies in education and related areas.

In all the studies to be undertaken, the object is to add to substantive
knowledge, to devive insights and conclusions with implications for policy,
and, as a byproduct, to use the ECIEL network Lo spread and strengthen the

capacity for valuable economic analvsis of the region's development needs.



10

The Specifie Studies: Joint Studies

I. THE DETERMTINANTS OF SCHOOLING

Introduction

The amount of schooling received by an individual, although af-
fected by many non-market factors, can be regarced as determined by demand
and supply, just as for any other good or éervice. It is, however, ¢iffi-
cult to distinguish demand and supply, unless strong simplifying assump-
tions are made about supply (such as that it is perfectly elastic at a
given cost). It is analytically much easier to distinpuich between those
determinants originating in the househcld and thooe erigineting cutside i, ac
in the labor market and the cducaticnal systom: o the former larpely eoln-
cide with demand, while tho latier mix dermant and suprply censideratizns,

A second distinetion Is between the number of sears of schoolins (ans

the type of schooling) received by wn indivicusl, and the amcunt currently

¢

spent by him or by his family
uniquely related to the schuoling received, lecause of differeness in coet

among types ol schools, wmeon; ditftercnt places, and over tipme, The cost or
gschooling in fororons inccoe also varies deroraing to the lovel and tvpe o
education already recelved, and Lo other characteriseien o the indlvidual
or houschold., The two variables differ also [n that schooling Is & stock,
while expenditures are a 1'low,

Research Objientivor nr i Vb iy

Years of Schonl i - i colve

The chief question to be answered is: what determines the number of
years of schooling obitained by an individual (vith secondary emphacis on

the type of schooling)? For a graup of people facing escentially the same
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conditions of supply (physical availability, quality and cost of schooling),
this question can be largely answered with information about the individual
and his family, taking account particularly of the following variables:

sex of the individual, income of the household, number of mempers, number of
children of school age, education, age and occupation of thc parents. Under
these equal supply conditions, it is differences in demand which determine
who goes to school. When supply conditions vary across the population
studied (cither spatially or over time), differences in these conditions
must be taken into account. More generally, external factcers as well
household characteristics must be considered. The most important of
are the supply of schooling, and the prosprets ard cinditicns of wmployment
for school-leavcrs., The latter influcnce veoth the caost of schooling and
the return to education, while the torier (supply) can te consiiered to af-

fect only costs.

-

Both of thegse extra-househcld effects can in principle te analyezod by

pee
*
[
=t
V=
-
O

time-series data, but it would be diffic coparate the intro-houschold

and extra-houschold ortf'ecus over time, cxcept In studyling “he chort-run

effect of changes in cnplonaent or ineons on enrollmonts,
ment rises, children may Love to leave scehool, or delay entoring i, in or-

der to help support the houschold, Cn the other hand, when unonrloynont s

high the indirccet costs of siaying in

3 N A YT LA LT T T ey
inccne forepune) dininlish,
3 L ' el T T T T ET AP S SN P T P P PO Y S SN oy e
and the demantd {or educatien may rice boocauns Lo oducated sulfer lecs un-
.

employment. Simple relubions can be ootlmated from sggregate data bolvween

cconomic conditions and onroliment rutes, tut the distrituticnal impacr on

[oh)

schooling recceelived can e bLetteor stucicd :f Louschold data ars

Time-seriecs recults can be ccomplemented by comparative {inter-regional,

e
C
ot
-
[
o
—

inter-national or inter-grcup) crosu-scect
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Changing economic conditions may also affect the expectations of in-
aividuals and their families, :and therefore their willingness (apart from
their ability) to acquire education: This effect, might be studied by com-
paring cohorts of parents with similar educational levels, to see whether
there are systematic differences in their determination of the schooling
thelir children receive. Such an effect might not, however, be separable
from the effects of income ané age.

It is not possible simultaneously to take account of différences in
intelligence or "educability" unless such information is available in scheol
records and the individuals testeé can be identiticd so that thay or thelir
families can be interviewed. This extension ot the analysis i desiradle,
but is costly to undertake uni may, when many vuriables are conclidercd Lo-
gether, be difficult to interrrei. A simpler approach is dlscurnsed telow,

Given informatlon about the individunl and thv househole and the rele-
vant factors, the bacic objective can be put in wwo sliphtly dirfrerent forms:
(1) to explain thz cchoollng of an individual, aud (2) to diseriminate BITonE
individuale with difrferent lovelz of soboaslinge ab the cago ape (in order to
remeve purely intor-senorationnl erreets) .
regression, using as the dependent veriable children's vears ot
or the years deflutci by age, or the educational
actual schooling, civen ayce), or a similur measurve, In the indopondant
variables, onc must choose rwlated neacurss of incwre and of housphold sive:
whether toval incona per capita, or incowe por adult eqguivalent -consumer  is
appropriate, for ¢xanple, and other explanatory varlables. To the extcn
that parents educnie their chiliren ‘n orcer Lo raise thed Tgquallit "
and useruln:ss, substiiution ceeurs between the nunber of ehildren and their

quality, including Lheir cducaticn, at u given income. It ray also La impor.
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tant to take account of age differcnces among children in a houselold.
Given very imperfect capital markets for financing private educational ex-
penditure, a family's ability io educate its children may depend on their
spacing as well as on their number.

External factors enter the regression analysis whenever observations
are drawn from different places or times, or whenever houschold observations
are grouped for analysis, with the groups distinguished b, different supply
or labor market conditions. Appropriate independent variables must be con-
structed to me2asure supply, using information obtained from the school sys-
ten,

All the variables discussed so far can be observed. It might also be
valuable to take account of two unobscrvable variable there are the per-
manent or normal income of the hcusehold (corracting for transitory effecus
in the observed inceme, which are likely to be large in short-period cdata),
and the income expectations wirich a family has for its children. Both can
be estimated (by regression analy 'sis) from the obzerved data for all house-
holds together, although there ere sume difficult methedolopgical questions
to resolve in dolng so. In particular, %2 judge the incoume which o fanlls
expects for its children as a result of their eduvation, assumpticns rus:
be made about the horizon cmployed (wheiler lifetime cernings or initvial

he

e

out-of-school income) and about the denendence of such ¢upeciations on
careers of parents and on changes over time in the cconcmy. The ECIEL siudy
on wage determination (ECIEL, 1974 ) is a source of estimetes of
cducation levels "required" for particular occupsztions and incomes, end tius
of expectations. (Althouph the expectation may be inaccurste bLocause ccuca-
tional requirements change with the supply of cducated veople, familes ray

not take account of these changec.)

The second approuch - diseriminating among prople by level of education
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calls for the use of analysis of variance, tests of distributions, or dis-
criminant analysis to determine what systematic differences there are between
those who do, and those who do not, coﬁplete a particular level of schooling.
If is important in this analysis to control for age, since when enrollment
rates change over time there will probably be shifts in the characteristics
of the enrolled. In addition to comparisons of mean family inccre, cci-
pafisons should also be made of the distribution of income for differont
schooling levels, to see whether only the lcw end.of the distrituiticn or
whether the entire curve is shifted, fram one level of schoolinp to unother,
It should also be possible to examine, using school reccords, the dlz-ritution

of intelligence (as measured by some standard test) of those in cor il ut

different levels of age or schooling. Provided income or siatus citil: 8)so

be known, this would show whether ability has any inderanstent etlcel <f o

child's staying in school,

I

Expenditure on Education

Because educational expenditure and schooling reeceived arc uur .01y,
though not uniquely, associated, many of the variables ietominiiy tie lutter

can be expected also to influence the former. Nenethelogs It lu walnsile

to distinguish the two questions, so as to tell hov lmporinn’
costs of ecducation are in determining the decision to riza.n .n 27 - . .7 %0

leave., It can also be seen whether thesc cosis (expandisures) Rolies Ssinfe

atically for different groups (defined by location, In:ire & it
in the population. Only housechold budget data are sultabile 1.2 55« 5.5

analysis. Multivariate regression is @n approprifie triiifeeit.
problems of choosing dependent and indepsncent
ing the years of schooling received. It is yarticulur.. -

with expenditure per child, perhaps also adjusted ran
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The simplest approach is to estimate single equations explaining some
measure of expenditure. This is easily done, but it has the Jisadvantage
of not showing how the decision to spend ou education is related to the
other expenditures of the houéehold, The latter can be analyzed by construc-
ting a mlti-equation demand system, provided it can be assumed that sup-
ply or external conditions are the same for all households. Thus system es-
timation is limited to cross-section data with homogeneity of supply. Com-
parisons of parameters could be made after separale estimation for two or
more populations,

This analysis permits estimation of the income- and price-elasticities
of spending on educatlion, and also of cress-price elasticities, Thus, it may be
that for low-income families the price of food is an important determinant of
educational expenditure, for example. The nly other way to measure price
responses is by analyzing groupad dats, where prices or supply conditions of
education are homogencous ﬁithin a group and vary anong prouph: geogratiic
regions might be suitable for cuch anulvels. System estimotion may also
.yield estimates of threshwld sprnding levels on education, Alternatively,
direcct estimates of such threcsholds micht bo cunpitted ran exogenous price
information and from estimates of the physical mininus requirerents of a
household for sending children to school (inzluding adeguate clot hing ang
nutrition as wicll as the costs of bocks and materials end senool trancuort).

Another question to be investipatsd with income and expondliture duta is

whether labor force participation appears to be affested by the decision to

-
c
C

spend on education, Parente may be more likely rx, or to hold multiple

employments, In order to kecp children in gchodl;  or some children in a

family may be more likely to work in order to finance ihe cauction of siblings,
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Sources of Data

Either of these analyses can be applied to appropriate cross-section data
using the household as the unit of observation. Census data offer very large
samples and cover (in principle) the entire population, but they have the disad-
vantage of giving no, or not very reliable, information about income and ex-
penditure. Household survey data, such as the ECIEL sarples and several
other sources, provide the latter information but are restricted in size and
coverage. In all countries, a mass of comparable demographic/ecucational
data is available for the major urban centers; in some cases tﬁere are cem-
parable rural or country-wide household surveys. In practice, ii may be de-
sirable to make joint use of census and household data. The househols cdata
may also be used to determine which characteristics available in census data

are most related to the nonavailable variables, and the census da‘a oan ho

)
used to judge the representativity of the housshold samples, particularly for
higher levels of education,

The currently available data should be adeguate for studying the deter-
minants of primary and secondary schooling. One limitatlion ol survey data is
that they do not always indicate whether o eroon le ocurrently antenliling sehieol,
so it is not cercain when his educaticn wes received or how it is related Lo
current household variables, Another is that information of
to children living at home. This limitaticn may be cericus for children of

0y

cant formng children (informatvion on (hiy-

[

university age, but is insignif
dren in boarding school can usually be cotained).

Cross-section data can b2 uscd to chow time profiles, in two ways. The
simpler is Lo compare surveys taken at difterent times, cuch as the 140 and

0

1970 censuses. The other is to stratify the porulation by age, and see whether

the rclations examined are different for diftferent age aroups and thus are pre-

sumably shifling over time. For cdiucationsl policy, it is important to
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know what relati ns hold for those people now in school or approaching
school age, and these may differ from the relations whick determined the
schooling of their parents' generation. The chief limitation on strati-
fication (whether by age or by other characteristics such as hcusehold
size or the attributes of the parents) is the small size of the household
samples,

- The other data sources of interes: here are qchool records of age,
schooling level, and some measure of intelligence or ability, together with
indications of household incame or status; regional and/or time-series in-
formation on unemployment by age and schooling level; and regional and time-
series information about the supply of schooling (physical availability ang
price) generated by the school system. The intention throughout is to use
primarily existing informazicn rather than to underiake new surveys,

A Note on Previons nvest ieabions

The importance of uncersiznding how households assign resources to
education is emphasized ty Edwards and Todaro (1973). The importance of the
price (or cost) of schooling Is noted by Campbell ang Siegel (19977). Other

I

studies using agpgregate cross-section or time-gerios data in e U, S, and

Canada - Galper and Dunn (1629), Crean (1973), Gustnan and Pidot (197%),

[&]

De Prano and Nugent (196%) - indicaie the welipht of cxiernal factor , parti-
cularly of costs and unemploynent, or of the "profitabilivy"” or rate of re-

-
i1 e&-

C

turn expected from additional education. Some of the difficulties

timating such a rate are ncted by Carnoy (1973, Lp.2.6%) and Te

O

»

aus (1973),

A

Further evidence on the imporiance of supply prices ccmes from We'.ch (1600 .
The connection teuween thece fuctors wid private demund Tor education - in
particular, the reason why demand ray consistently excead both educational

supply and the demand for ecucated labor - ig discusced by Fdwards ang
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Todaro (1973, 197h) and treated in detail by Carnoy (1973, 1972), using
Brazilian data analyzed by Langoni (1970, 1972) as well as evidence from
Puerto Rico and other less-developed countries.,

Studies by Bowles and Ginils (1973) and Hanscu et al. (1970) suggest
that family background is very important in determining the income associ-
" ated with a given level of education., Intelligence or ability appsars to
be important, after considering other factors, only for those with low
- education, To the extent that families invest in their children to assure
them future income, the same factors should influence the demand for edu-
cation. Investment to create a consumer durable for the utility of parents,
rather than for children's futurc benefit, is treated by Willis (1973),
De Tray (1973) and Recker and Lewis (1973); these analyses emphasize the re-
lation between number of children and their "quality", including ecuecation,
They also stress the complexity of household cdecisions and the Importance of
intra-household characteristics.

Much of the work cited has the disadvantage either of a very high-level
. of aggregation, or of emphasis on the United States and other hipgh-inccme
countries. Some evidence for less-developnd couniriec is assembled and
analyzéd by Carnoy (1973), and a short bibliography is provided by
Schicfélbein (1974) for Latin America. There is not yet, however, a system-
atic set of answers to the questions posed here: sone are treated in the

studies of Drysdale (1972), Sclowsky (19¢69) and Carnoy (1972).
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The objective of this part of the project
producing formal education, to learn how these
they are distributed, and to see what relation

the educational system, The topic is of great

tion of education and development, first becaus
aggregate are large

of those costs,

and the ways they are financed,

is to study the cost of
costs are determined and how
they have to the output of
significance for the rela-

e eaucational costs in the

and growing rapidly; and second because the structure

have important distribu-

tional consequences about which very little is kmown.
Because education, or schooling, is not a homogeneous good, there is
some difficulty in measuring the cutput of the educational system. Two

approaches will be followed to quantify the product whos are to be

studied. One is to count the number of gradua
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education, per entrant to that level, taxing

quality either among students or in the school
cedure is easy to apply (since the necessary ¢
neasure

Moreover, it may be the

labor market in evaluating applicants, all

73

level being considered equal., The second

tion by an index of quality, baced on standariz

Some of the difficultles of this procedure are

Given a measurc of Lhe production of

levels (primary, secondary, university or

costs to which answers will be sought may
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as follows:

inunit cost, and with what factors are
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(2) How is the cost divided among different factors or inputs used to
produce schooling (teachers, buildings, equipment, materials)?

(3) In publicly supported schools ; how are the costs divided between
the public sector and the student or his family?

(4) How are the costs borne by the public sector financed?

These questions are related to the efficiency of the system in the
narrow sense of how well it uses inputs to produce output. 1In particular,
it is of interest to know whether variations in cost are reflected in
variations in the quality of output; whether they reflect quality differ-
ences in inputs, either educational inputs or the entering siudents them-
selves; or whether they simply indicate variations in efficiency of re-
source use. There is ccnsiderable detate over this issue in the United
States (Coleman, 196G; Jercis, 1972), and a good deal of evidence has been
gathered to suggect that raicine costs or inputs need not
in greater output. The estimation of cuch rclatisng must take acccunt cf
differences among students when they enter the g chool, as in the studles

by Bowles (1970) and bowles and Lavin (196%).

It must be noted that in attempting in this way 1o measure the effi-

ciency of the educationa®system, or to explain cost variations

is made only to what ihe systerm is actually trying to prod

o
(9]
fad)

——~
N

3
L
€
2
&
.

hel
i

quires somo analysic 4o accortaln), The cwudy is not intended to answer the
mich more difficult gquesiicns of what ihe systoenm curht to be producing, or
of its efficiency in mecting the neesis or soclioty and the econcmy {Carnoy,
1973:22). L may serve as a hasis for, but it iz not Intended to be, en
analysis of the proper stratesr of investmen: in ecducation (Simmons, 1073%).

Nonetheless, the narrcwer concept of efficiency is impertant to study, be-

cause of the censiderable, gccattercd evidence of inefficiency, or at least
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of great veriations in unit cost, in Latin America (Castro, 197ka).

Some of the variables to be examined for their possible effect on
costs are size of schcol or class, loration, quality of teachers (as mea-
sured by their own schooling, salaries, time devoted to teaching, ete.),
quality and utilization of ‘buildings and equipment, and characteristics of
entering students. Among the latter, the most important are likely to be
intelligence, achievement in previous level(s) of schooling, and family
backgrpund and income. In examining these factors the study will interact
closely with the study of the determinants of schooling (Part I of this
proposal). These variables may be studied at the level of individual
schools (using information aggregated over all the stucents in each, or
aggregate characteristics of the region served by each school) or among in-

dividual students (poolin; observations over a samplz of schools), (Quality

e

of input to one level of cducation may be measured, in pary, by qual vy of
output at the preccding stage,

The basic questions are also related to the disiribution of the cost
ﬁurden of the educational system. In this respect it is particularly impor-
tant that throughous latin America the chare of direet cducationnl cact (ex-
cluding foregone income) borne by the publie ceetor tends Lo rice with the
schooling level., University cducation may have almost no direct cost Lo tihe
student, vhile sccondary schooling is cxpensive,  The distributicon of
schooling thus includecs a Large elemens, of suboidy ‘o students from high-

income families, Poorer studenis carnot toke advantae of the subsidy bLecauze

there iIs no capital market tor financiug their secondery educution. DResides

being incquitable, Lhls arrangement may be inefficliznt as a ratloning devies

(Selowsky, 1975). Within a riven level of schooling, there may bde distribu-
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tional inequities between urban and rural areas, among regions, <. among
ethnic groups; Such inequities will arise even if there are no differences
in the direct costs to studeuté, if there are differencecs in the public costs,
in the quality of schooling, or in tﬁe quality of entering students.

Finally, the way that public costs (that pert not paid by the student
in tuition or fees) are financed also has significant distributional con-
sequences. To study these in detail would require assessing the incidence of
the various taxes from which educational expenditures are met, as well as
assumptions about the share of each of those taxes in mea2iing tolal costs.
The available estimates are not very satisfactory for this purpouo (Bird
and DeWull, 1973) so that this aspect of the study probably cannct £o be-
yond description of the sources of revenu2. Some accezament may be Loc-
sible of the redistributive efrecis ameny reopions, partizularly whon oduca-
tion is financed partly fron nacional and partly f{rom provincial or muni-
cipal sources,

To answcr the four questions on which the analysis 1s based, mcst of
the data nceded can be provided by the school system, Certain problens none-

el rterer [ R EARAR TS I TN -
thelcos deserve cmphacis,  Tho ¢ifficuliy of meacarin: Cuuput hal beon oob-
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of course needed to estimate the indiresy coste of atrienusing school, In incoms
foregone; such estimates can be drawn fromn existing
study of schooling adcterminantc, Even tha information on costsd endogfencus Lo

to the school system, particularly capitel costs, may require ravision or
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exogenous verification, Bookkeeping practices do not necessarily reflect
true economic costs (Castro, 197ha),

The study can probably draw on a great deal of published or readily
available information to answer the simpler questions about costs and finan-
cing, and the first step must be to examine and synthesize the cost data in
each country. Only recently has theoretical attention been devoted to the
relative importance of different factors in determining costs and cutputs
(Selowsky, 1975: 48-49) and the associated needs for information. Detailed
studies of cost and financing are very few in numter in Latin America
(Barkin, 1971; Mufioz, 1967) and stiil more rarely are the disiributive im-
plicaticns analyzed with consideration of the zources of finarnce (Jallade,
1975a, 1973b).

This study may be expecled to have implicaticne for educatiional policy
(apart from possible implicaticnc fov policy in otler sectors) in two re-
spects, The first is to indicate inefficicncies in Lhe use of educational
resaurces, and ways in which costs mighy be reduced without secerifieing
educational ouiput in quantity or quality. The sceond is to quantify in-
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raise tuition to cover the direct costs of highor cducation, ond at the

same Lime to introduce loans which would allow lus-inceme stulenis a

o
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to such schooling (Sclowsky, 1973: 90-(2; Jallale, 1974), Otior possi-
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which have the greatest distributional impact.
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The question of what effécts education has on development is
inherently more complex than the quéstions related to the provision
and distribution of education to which the previous two studies are
addressed. In the past, there have been two principal approaches to
the question: measures of the rate of return to education, and esti-
mates of the requirements for education as a function of needs for
different kinds of trained manpower. The ECIEL project is inténded
to draw on what has been learned from both these lines of investigation.

The manpower approach (Harbison and Myers, 1964) in effect supposes
that certain occupations or jobs must be expanded for development, and
that these positions have relatively inflexible cducational requirements.
Unemployment is determined by excesses of supply of people at particular
educational levels, and the overall distribution of income is determined
by the supply/demand balances at each level.

The rate-of-return approach (Psacharopoulos, 1972) in effcct
supposes that income is deternined by education, which is a.form of
capital (Becker, 1964; Schulctz, 1964; Blaug, 1970). The distribution
of income is reclated to the distribution or schooling, but it is not
clear, without much further study, how this depends either on the
occupational structure or on the supply of people with different levels
of schooling. The incorporation ol these factors into such medels is

only beginning (Thias and Carnoy, 1972).



At this point, neither approach is entirely satiéfactory, but the
results of each, and recent historical experience in Latin America and in
less developed countries generally, give us evidence for the following
propositions: |

(1) ‘'requirements' for many jobs are flexible and adjust to

supply, education becoming more of a screening device than a

necessity;

(2) partly for this reason, high individual returns to educatian

do not imply high social returns;

(3) rates of return behave very differently across occupations

(Eckaus, 1973) and, over time, for different levels of education

(Carnoy, 1973; Carnoy and Marenbach, 1973);

(4) the return to education may actually be due to other

characteristics of the individual or his family (Gintis, 1971;

Castro, 1974 b), whether or not income is associated with

productivity; and

(5) imbalances - which are seen to be very difficult to measure -
can and do occur not only among levels of cducarion but between
education and other types of capital (Carnoy, 1973}, leading to
the growth of unemployment among the educated (Edwards and Todaro,

"1973, 1974; Blaug et. al., 1969).

Past rescarch in Latin America and elscwhere demonstrates that the effect
of education ic to a large extent 2 matter of how labor markets operate.
Investigation of this subject is only begirning, 5o that desnite a great deal
of literature about education, we kunow very little of exactly how it is related
to the probability of employment; to the type or types of work an individual

performs; to mobility within occupations and among them; and to productivity.
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Siimilarly, we huow very Little dbout which charactoristics of educail Luii,
and therefore which types of education or training, are significant for
these.relations.

This group of questions 'is the focus of this part of the ECIEL broject.
It is split into three sectoral studies because we expect that education does
have identical, or even similar, effects in all sectors of the economy -
if only because they are characterized by'quitc different labcr markets.
Each study is designed as a pilot investigation, both because of the
complexity and unfamiliarity of the questions, and because in order to
study them thoroughly it will be necessary tc obtain some nev infcrmation
by surveys. Each study will begin by reviewing the information and analyscs
which are alrcady available, as a guide to new investigation. The extent
of new data collection required will partly depend on the country or
countries chosen to study. Once the effects in each sector are better

understood, the results of the analyses can be combined to see how

education is related to inter-sectoral income distribution and development

The object, in each case, is two-fold. One is to extend the under-
standing of how education interacts with other elenents in cach sector to
R
gencrate and distribute income. The other is to identify implications fovr

P hm it den e b i . - S

ub11c olicy with respect to cuucation, or with resj ect to Tabor wlr}cLa
I v y

- e — .
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inves Lment rcplmes, land tenure and other features which may be significant.

not
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III, TIHE MODERN SECTOR

This sector is defined as consisting of relatively large, highly
capitalized firms concentratea in u;ban areas (omitting from examination
the modern enterprises occasionally found in rural areas). The object is
to study the relations between the education of the work force and various
characteristics of their present jobs and of their occupational histories.
"Education" is taken to mean formal academic schooling, vocationzl or
technical schooling, and organized on-the-job training.

With regard to present jobs, three questicns are important:

(1) How far are educational reguirements ally set by the neawure of
the work performed and how far do they respond to changes in the supply of
educated workers? This information gives an idea of the extent of excess or
"unrequired" education among those employed, considering only labor markes
"needs".

(2) How does education interact with ability or int clligence and with
‘other features of the individual worker to dectermine his job, work patiern
and income? This is a {urther way of estimating the necessity of education
and of seeing what 1t ccniributec, beyond the cihar ractors.

(3) How far are the different kinds of educztlon subsiiiutes for paril-
cular jobs or levels of skill (Castro, 1G7bc)? This, Lopether with estimates
of educational costs from Part 1T, provides data on the cost of providing a
particular skill or job capacity in differcni ways,

With regard to occupational histeory, the chief question is huv educa-
tion affecvs an individual's probtability of employmems,, his mobility among

Jjobs and his advanccuent in terms of inccme., Such information, il cttained

for the recent past for the same individuals, will complement erogc-section
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analysis, and may allow relations to be established between their occupa-
tional experience and changés over time in job educational requirements.

Four kinds of information contribute to this analysis

(1) time-series data on employment conditions and labor supply by
level of education;

(2) characteristics (size, capitalizaiion, rate of growth, techniques,
hiring practices) of individual firms, and their investment in on-the-job
training (Mincer, 1962);

(3) expert consensus, among training personnel and employers, on job
requirements and their relation to characteristics of vork; and

(4) current characteristics, occupational histories, and job evalua-
tions of individual workers (including their own estimates of educational
needs and eubstitutability in their jobs).

The kinds of information scught include some relevant to m npower anal-
ysis as well as some reclevant 1,0 rate of return estimation, and will be takern
at several levels of aggregation, [Data under (1) are reaiily avallable; (3)
may be available, or can be obtained by consultaticn with cmplovers and
students of labor markuis; (2) and (&) will to available ‘n varsing Gorees
in different countries and incdusirice., A complete analysic will reguire new
workplace surveys, to collect infornation on both the firm and 4he individual
workers. The aata collection can pirhaps include chort intellijence iests
as well as interviews, so thai the effecis of intelligence or ablility and
education can be distinsuished,

Such a survey, covering perhips ten to thirty firme and a sample of
perhaps five to ten thoucand workers, will Le the koy elcment in ancwering
the questions relevany Lo this scetor. This is probnblf vhe only way o

combine substantial cross-section data with historical information on indi-



.viduals. At the level of the firm and of specific jobs, compariscn will be
made to the ECIEL study of wage and salary structures (ECIEL, 197L) “n the
modern sector, which is based on firm-level surveys conducted in 1968,

A new survey will be designed to retain comparability with this study while

expanding the scope of the data and of the analyses.
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IV, THE URRAN TRADITIQNAL SECTOR

The urban traditional sector consists of the self-employed and of wor-
kers in a variety of small-scéle, not highly capitalized, enterprises in
urban areas. The labor market in tﬁis sector is assumed to be more competi-
tive - less restricted by the power of employers or labor organizations -
than the modern sector market, and relatively open to new arrivals. It is
also of interest for the relation betwcen education and income distribution
because it occupies a middle position between the other two sectors. Most

immigrants to urban areas initially find work here (althcugh a few get

()
modern sector jobs); and most of the labor for expanding the moiern sector

is drawn from this group (a stable modern-sector labor fcree might be largely

D

[N

recruited from the children of workers already in that secctor). Therefor
education probably acts both to pull people into this sccior, ana to help whom
to leave it for more stable and better-paying jebs. It may also act to
raise the incomes of those who stay in the traditional cector. If the labor
market rewards individual productivity and is competitive, there is u presump-
tion that in that case cducation raises productivity ana does not act simply
as a screening device for jobs(as i+ mav in rasning people Into the mulern
sector). These arc the juilding hyjotneses of the Investipation.

The questions to siudy then are;

(1) How does an individual's cducation affect his mobility inte, through,
and out of the traditional sector?

(2) How does educaiion affect the type of cmployment and the income of
those who do not leave?

(3) Is the schooliny of children associated either with their parents'

having migrated or with their having come work experience in the modern seotor?
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(This touches on the study of determinants of schooling, Part I, butl asks
whether there is an effect due to sector or to past migration and occu-
pation,)

To.answer these questions properly requires knowing people's migra-
tory, educational and occupational histories, which may be bes® obtained by
a new survey of the traditional-sector population. The sector is defined
by employment conditions, but it cannot easily be studied in workplaces be-
cause of the great number of small, unorganized enterprises and individual
employmencs., It is necessary, as in the rural sector, to take the houschold
as the unit of observation, and then to create a sample corresponcing "o tlhe

traditional sector on the basis of employment of the houschola heacd. The

=

a city in which rmost people are

«

sample can be drawn primarily from areas o
knoun to have "traditional" employments: there is a consideratle base of
information and previcus studies abcout such "barriacas", "villas", or
"favelas", or the so-called "marginal population'. It will also te pocsible
to draw on previous cross-section informaticn such as consuses and cily-wide

household samples, including the ECIEL budyet surveys (FCIEL, 1973). A

[}

sample of about 1,000 houeeholds, including 2,200 to 3,000 cmployed "ndivi-
duals will be conducted, probably proportionally to the estimated population
of the sector.

The principal problems with this approach are those of sample bias,
particularly boccause of people's self-selection into or ocut of the sector,

o

The biases can be at least partly offset by linking this study to city-wide
survey information and to the relaticns which emerge from the analysis of

the other cecvors. There are also advantages o the hourelold survey epvroach,
particularly the opportunity to compare current characleristics and occupa-

tional histories among members of a houachold, who may be employed i ¢if-
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ferent sectors. The unemployed arc also incluaed.

Movements of individuals between sectors are of particular interest to
study because past experience in a modefn sector job may make it easier for
a person to get such a job again, or may raise his productivity and income
while he works in the traditional sector. In either sense, such expcrience
may be a substitute for education. It will probably not be possible in this
study to control also for the effects of ability or intelligence.

The principal policy issue to which this inveétiga:ion is relevant, is
how far education raises the productivity or standard of living of pscple in
the traditional sector. Education is individually desirable, tut not
socially valuable, if it serves mainly to select individuals for the cmall
number of modern sector jobs, but does not of itself create now employmzat
in that sector. It is more valuable if it opens emplopwen: or raises pro-

ductivity in a sector which does not also use large amounts of capital.
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V. IEE RURAL ST270R

The role of education is studiéd separately in the rural sector, in
part because in several respects that sector is more complex than the urtan
part of the economy. Since these differences shape the kind of investiga-
tion proposed, they are firsi briefly described. They apply particularly to
areas characterized by nunerous small farmé. Plantation agriculture with
hired, landless labor much more resembles *he urban modern sector.

(1) Labor in rural areas can take a* least threce significantly dif-
ferent forms: work on one's own (household) farm; hired work on anoiner Term;
and non-agricultural labor, often in small ‘owns.

(2) Landowners are entreprereurs who rust make production decisicns,
and they may be much more numerocus in rural areas than cntreprencurs

WNers ita are i ities, Their production posuitzilivios are ai-
‘(owners of capital > in elties Iheir p t i1li

fected by the size of their holdings., Thic reature, tcgether with the fact

that some people do not cwn any land, mean: that the land tenure arrans:ment

L

1,

may fundamentally influence ithe ¢ffect irat educauion can have cn work jals
terns roductivity and inccme. In particular, education may acqouaint cople

’ ; s J :
with choices which, becausa they own livile or no land, they carnnot it into
practice,

5) Choices of technique (intrciuction of d¢iffercent crops., sceds. fer-

) ?
tilizers, machincry) mrst boe made by a eat many producers, The varieiy of
> v it

these techniquecz and the choice of which cne to use will be influenced Ty ox=-

o)

tension services, which are themsclves a form of spocialized education.
4) In addition to the different kinds of labor, and the possibiliiy ol
) I
unemployment, an individual or housenols has the choice of migration,

People could, but seldom do, miprate fros urran to rural arcus: mosi mipre-
p ) ’ l) ;)

tion is always toward a morec cencely pojulziced plane.)
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(5) Agricultural labor is usually very seasonal, and rural incomes de-
pend both on such labor and on the demand for off-scason non-farm labor,

For these reasons, the study of education in rural areas is cevoted pri-
marily to three basic questions, each of which leeads to some subsidiary
questions:

(1) How does education affect the propensity of individuals and households
to migrate? (Bowman and Meyers, 1967; Sjastcad, 1962). Does more education
make migration more, or less, likely? How does the effect of eduzation on
migration depend on land tenure and on the local labor market?

(2) How does education affect the typ? of work an individual performs
(own farm, hired farm labor, non-farm labor) and the pattern of that work
throughout the year? (Erownstein, 1972). For nireg labor, agriculiural or

not, how docs educavion arfact wares and income?  Are thers differences in
this respect between farm and non-farm work?
(3) How does education afrfoct prodiucticn techniques, cutput, and income

or profit for familics working their own land?  Are there stabla diffoerancec

.

in inputs or cutputs among farners with different levels of cducavion? Are

there difrerences in tle coeecn o gacentance QL new Leehnliquest Loog e ofa
i SR 1

fect of education depend on the size of laniholdings? Docs educasion arroces
income distribution (Gotsch, 1¢72) because of its relation to technical
change?

The best, if not the only, focus of observation for these questions is
the household. Thus houseliold survey data are recessary, and will be col-
lected by interviewing a fairly large numtor of heouscholds, probably between
200 and 1,000 in cach of a few (not more than three) rural areas in a couniry.

. ..

Stratificd samples will be taken of houscholds in different landholding
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classes, Where possible, data will be collected from the housekold con-
cerning family members who have migrated out of the area.

The areas selected for new data colleciion will te ones about which
some information is available from the study of the cost and financing of
education (Paxt II) so that account can be taken of the supply of schooling.
If such an area :annot bte studied, then some supplementary information on
the school system in the area will be gathered as part of the survey., The
area should exhibit some variety in landholdings ani in the types of employ-
ment available; in other respects, it should be as homogeneous as possible.
Existing data from'censuses, school records, cadasiral surveys and other
sources will bs reviewed befor: the new survey is underveken,

The complexity of the relations to te studied, the costs of survey
work in rural areas, and the number of variables which might be important

it

but which will be impossible to study within the context of the precent pro-

e

posal (soll fertility, product and factur prices, charucieris

who have left the arca) require that the study be nmodest in L. objeetives.

Nenetheless it should be possible to gain a great deal of infermation. In
& L

addition to ite value for understanding the role of educaticn in a rural cet
ting, the study should yield Implications tfor public policy toward scme ot t
following quesctions, about which 1ittle is known at present,

1) Is ecducation likoly to make land reform easicr, or lecs dirficulr i

J )
terms of lost production? Convirsely, Jo current land tenure pULLerns pree
vy &

vent individuals and socicty from benctfitiing fully frem the incestment in
education? - that is, would 1land reform maxe education more vuzluable?

(2) How ncecssary ic educaticon for the adoptlicon of teehnclosienl chanpe

in agriculture? 1ls educetion a complument or a substitute for cxtension
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services in fostering such change?
(3) If rural education is increased, is there likely to be any effect
on agricultural output, or will the effects appear only in non-farm labor

markets?
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INTEGRATTION OF THE STUDIES

Each of the three pilot studies will provide iaformation on how edu-
cation affects the level and distribution of income within a given sector of
the economy. These studies will aléo give some indicatic.a of the way edu-
cation affects income distribution among sectors, since they will include
analyses of how education affects people's movement from one sector to
another, by migration or by change of employment. In order to see more clear-
ly the role of education in the economy-wide distritution of iacome, it will
then be necessary to integrate the results of the three studies. Since these
studies may be undertaken in ciffercnt countries, this integration must ab-
stract so far as pozsible from the characteristics of the particular countrics,
The object is to understand gore general features or the way income is genera-
ted and distributea, so as to be able to provide answers to questions such
as the follcwing:

(1) Does educasion in the rural sector raise inecomes tLhore relative to
-the rest of the economy, or does it, by promoting migration, actually retard
de&elopment in rural arsas?

(2) Does ecducation ralse ihe incomes of Lhore cnployod fu e traditlonal
scctor, or is it of value to people in that scctor only in sc far as it
enables them to find employment in the moiern sector?

(3) Does more ectucation, in each sccior and in tne eccenciry as & whole,
create employment and income, or doss it simply allccate the available em-
ployment?

(4) Is education, considerea as a productive input, scarce or atundant
relative to other fuctors such as land, physical capita; and intermediate

goods?
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While these questions are abstract and difficult to answer from
the pilot studies, some understanding must be sought in order to learn
how education is related to development of the whole economy and society.
Recommendations for educational policy may come from any of the five
studies proposed here (including Parts I and IT). All the studies must
then be integrated so far as possible, to take account of all the effects of
a particular policy. The studies may equally lead to recommendations for
policy in other matters than education. Of particular importance are
policies which affect the working of labor markets, the distribution of

wealth in land, and the rate and type of investment in physical capital.
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RISEARCH SCHEDULE

The project is expected to extend over five years. A budget estimate
is presented for the first twé years. At the end of that initial periog
preliminary drafts of the firs: results of the joint studies (Parts I and II)
are expected to be completed, and the pilot siudies (Parts ITI, IV and V)
will have accumulated enough research experience to serve other ECIEL in-
stitutes as a guide to embark on these studies if further resources become
available,

The proposed project can be initiated at the 22ngd ECIEL seminar which
will be held in Caracas from July 8-12, 1974, At that Leeting specifie

ie

~

(S

¢

methodologzies would be discussed for the different stu

The Join* Studies

It is estimated that mosi of the joint research degerived in Parts I
and II of the propcsal can be completed within wwo years. Preliminary
drafts of some sections of these two swudics (Deoterminants of Echooling,
and Costs and Financing of Education) will 1n prepared Latfore the end of

that period ang completed drarts of the first reports will be available by

the end of the Lhird year,

<

fo

[oN
!

Subscduent puclications for wach of the WO studies would proyid
ditional analysis, including inter-American canparisons ansd scma corparisons
with other regions of tle worlz. The preparation of additional repoits is
expected to take an additional two years, so tha: by the eni of five years
there would be one publication ror each of ihe two Studics and a second set
in draft form.

The Pilot Studieg

The basic pilot studies are BXpeeted to extend over a four year perios,

Within the rirst two years, the camples will bo desipned ond tected, the



4o

surveys completed and the resulting data cleaned. Processing and analysis
of the information will take an additional year and drafts of the findings
will be complated by the end of the fourth year.

By the end of the initial two year period the three pilot studies will
provide the basis for replication or improvement of the research design in
other Latin American countries, for subsequént international ccmparison.

It is therefore expected that with adequate f{inancing, many of the ECIEL
institutes can study the effects of ecucation in the different sectors of
their countries within five years of the initiation of the pilot studies.
The progress and results of the study will be reported in four xincgs of
documents:

(1) internal papers describing the methocology 2aopted and the prelimi-
nary results. Much of this material will be reported in the Sunraries of
the ECIEL seminars and will be available within a few months ailer each
seminar,

(2) working papers reporting results of the study, prepared by indivicual
institutes or by the coordinat%ng staff’, These will have becn edited and re-
viewed by the ECIEL coordination.

(3) monographs publichod by the individual institutes, primarily for
circulation in their respective countries. These will be useful for national
policy makers as well as for a better understanding of country-cpecific prob-
lems,

(4) books, published by the coordinaticn, to report the final results
of the study. These will draw on the working papers and will sunmarize the
results from differcnt ccunirics of different parie of the study. Their pre-
paration may carry beyond the Intended fivc-year cpran of the rrceject, While
the carliest publications will focus primurily on couniyry stuiics, later

publications will concentrate on inter-Avcrlcan couwjarizens,
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latin America - General

Meza Flores, Mario. Re TQtionshins betveen Mathematical Feueation and Fcononie
Production in Six latin Arerican Countrics from 1620 4o 1070,  New Iork, 1973,
A reexamination of statistical cata referring to Lreenvina, Chile, i'exico,

Ecuador, Guatemala, and Peru that attempts to research how the economic "n—
dices of these CoquIlGS are related to the matheratical education levels in
the regular system of education.

Organization for Economic Cooperation and Developrent (OECL). Occursticnal and
Educational Structurns of +ra Lehour Foree ant Taveale oo
ment. For3inilitizs ana Lirirazions of on Tirarpe - rial Arveosa . Parls, 1970,
A study that attennts Lo explain the ractors tnat cetermine the occupational
and educational siructure of the labor rfore

OECD. Problems of Huran Yesources Plannine in qu N A"2rica and in tra Moditan,
anean Feional Proizes Conntrlcs.  Paris 5, LUy,

A report that containg thz woris preparec ty the Scminer organizes by the

OECD and its Centro de Desarrollo (DLJGIO“””HT Center) in cooperation vwith the
Instituto Hacional de Planiricacién oi Peru in lxvc“, 1965. The ocjective of
the Semlnar was to compare the experience of the LurorIan countriesz “hat “ﬁ“t ici-

. ;
PR
Feoonomina

- {aal
pated in the liediterranean Regional Project (Greece, Ilaly, Part
Turkey and Yuzoslavia ) with the various Latin fnerean countries wis
to the lcnq—rcnre man-power projzction requirements,

prog 3
Robert, Marcelo ang Lardcnes, Jorse, Interrde ionos Ao feonnlasfa o Srmlan,

Estuc' Liblig rdriag, leco, 1973,
UNESCO. Evoln:ion - --: iupai fosoeveeinisnia e o adnanaifn an Sofvion Tactina
el Car’ve, I conntion i raris, 1671,

Statist cel J:jk SY L0 Tnc nuilc decument of tho Conterancis e cllnistron de
Educacién and Minictros in cnarge of Development of Solance anc rechnelogy in
relation to the deve elopment of Latin America and the Caribtean,

Argenting

Consejo MNacional de Desarrollo (co COLADE) . FEducocidn, rrauscan huranos - decarrnslla
econduico-cocial, Huenos Aires, 1968,
A study that attempts to esta nl-ub the relationship among the education syetem,
human resources ani ¢evelorrant in Arponting,

Bolivia

Menanteau Horta, Darfo., Conflintn coeinl v 1o juventus on hnlivig, Paris, 1977,
An emperical study that ex ‘blores scme attituces an orientations of socio-
cultural values of Bolivian youtn,

Brazil

Barroso, Carmen Lucia Mel. Estuion o rredicno de comrartsments aceidmicng 1%;

Fecultades do medicinn, Cap Peulo, 1475,

A correlation stuasy of explora:uvv naturn that analyzes the situalion ac to
whethov students sclected for i»iical School by the Centro e Selecoo dos
candidatos a3 Foeolas Médicas e Biolé;icace (CEJChL, are more succecssful aca-
demically than those not selected by thqt system.
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Brazil !cont,z

Gouvela, Aparecida Joly. O emprego miblico e o diploma de curso superior.
Sao Paulo, 1972,
A reexamination of available data that attempts to researck the possible re~
lationship that exists between the attraction of serving as a public functionary
and the opportunity to obtain a diplama of higher education.

Marsiglia, Joao et al, [Demanda de mao-de-obra e necessidzce de treinemento. Sao
Paulo, 1971, 1972, 1S73. Y
A series of three studies by SENAC in Sao Paulo that attempts to quantify the
manpower needs by the indicated standards, to measure the necessity of pro-
fessional formation in these areas and to propose possibilities of higher
qualifications for the workers Irom these sectors witn the objective of im-
proving their profits. :

Chile

Araneda, Ménica, Fernandoes, Isabel and Quintana, Soledad. [Estudio de corre
Y varianza entre las variables lcoero, intelicencia, e¢ad v rendimiento
en los tercercs ;- oucrios efics de Fnsefianza Liadia de almuncs colecios

del Liar, Santiago, 1971.
A preliminary work that studies the correlation and variance among the
variables mentioned in the title (success, intelligence, age and scholerly
efficiency) in two female secondary establisrments and one male cne in Vifa
del Mar,

Bravo, Luis, QRepeticidn de curso v vromoeién autcomdiica en educacién bésica
Santiago, 1973,
Empirical study done with the support of 12 students f'rcm the School of Fdu-
cation that attempts to analyze psychological and pede ics
students repeating the rourth year of Basic Ceneral
same considerations about the cuestion of course repstition or automatic pro-
motion,

Bruton, Henry J. Productivics
An original work that exam:

d cde le educacién en Chile, Santiago, 1968,

tne role of ecucation &s a source of improve-

ment of the quality of the or force. Rates of return on education in
Chile are discussed, as we s the hypothesis that cxplains these rates and
their variations between diverse categ s of

Cifuentes, liercedes; Herrera, lLarta; ia, Olg _ Iuz Hlena, Los
recursos humanecs en el desarrollc {03 ) - 1970, 1G71.
An empirical stuay that diagrams and analyzes in aiaguostic rormat the devel-
opment of the humen rescurces and 00~
1970. It attempts to serve as the
operative plans and the medium and

Chac6n, Boris. Disponibilldad v utilizacién de mano de obra en Chile, Palance de

o
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mano de obra 1¢70 - 1475,  Santiago, 1¢
An analytic and expanied docwrent that presents the occupational prespectives
of the Six-Year Develonrent Plan for 1971-1976.

Corvalan Montenegro, Ana Marfa, Una estimacién ce reouerimientos de recursos hu-
manos y cu expresidn on bérmines ccueacionales, Santiago, 1966,
Reexaminaticn ot stalistical auia relative Lo occurpation and educa
attempts o eshimate the requircments of the formaticn of human ros:
the cupacity of the cducation system to torm the necessary rescurces.
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Chile (cont,)

Elizaga, Juan C, Migraciones a las dreas motropolitanas de América Iatina,
Santiago, 1970,
An original work that analyzes the results of a survey of the population of
Cran Santiago. Information vas collected on living conditions, demographic
characteristics, education, ecanamy, their last place of residence, date of
arrival of immigrants, their migratory history, motives, occupaticnal traits
before migrating, and on their first Job in Cran Santiago.

Escudero Purrows, Fthel., Destino mprofesional de los ecresados de la educacién
técnico-prorfesional de nivel mecio en Chile, Santiago, 1969,
Research on the degree of acccrmodation among the education obtained from the
mid-level technical-professional teaching establishments, the opportunities
that are available to the student upon completion of his/her courses, and the
requirements that the labor market has set for them,

Fischer, Joseph C. Factors Associated with collece asvirations and expsctations
of Chilean secondarv scnocl rupiis, Chicago, 1971.

A Ph,D. thesis that describes the factors associcted with the aspirations and
expectations of Chilean students in the selection of various types of secondary
education, a choice that has to be made upon finishing primary education. It
also deals with the choice btetween university and working careers, a choice to
be made during the final year of secondary education
Goldfarb, Marsha. Some Evidence on Fduecational Ralatic

A statistical analysis of ractors related to the a
fluence of education on the private rate of return,
two analyses inside a theoretical mark of costs and

about tha convenience orf attenaing to the growing der

Herrick, Bruce and lordn, Ricardo. Declinine Bipth Fat
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on Qutput, Fducation, Health, ang Housine, DGl g7
A reexamination or Chilean statistical porul allovs tha ex g
and quantification of the future impact of f ates an the FilB, th

* per capita PliB, potential demand for educati and housing services,
and the resources necessary to satisrty thi emana, It also deals
with the effects of age of the ropulation orc

Instituto Macional de Capacitacién Profesional
de nivel medio on la industria marmfsetura
Valraraiso, oncsveddn. Sanviag ;
An original work that analyzes the quantit
ments, pranotions, retirement, origins) and
schooling, deficiencies, service training, ag

HzEnle R
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sonnel,
Menanteau-Horta, Darfo. Aspiraciones v lowros vocasionales de la juv
Resultados de dos encuestas: 165021072, manuscript to be publishec

CEE, 1974,

An original study that presents scme resul

vocaticnal plans of Chilean youth. It tri

with the success or failure of a young per
Menanteau-tlorta, Larifo. Porfilac voranionales

de ensefianza rcaia en Ghila, 1¢1 0%

A partial report cu riele research about educational asnirat

S on educational aspirations and
5 To determine the f
on's intention to at
(8

a 1o ae pach!
plans, socio-cultural attiiiudes and values of ths Chilean youth, It swinarizes
the charactericties of this sector of the population, discussing sone relative
findings about vocational orientaticn, and touches on the aspirations ]
pational profiles that appear to Le most attractive to the youth,
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chile (cont.)

Programa regional del empleo para América Latina y el Caribe (PREALC). El enpleo
Yy el proceso de desarrollo en Chile, 1950 1670. 1973.
A world-wide study on erployment. and of the underployment situation in Chile |
in the sixties, |

Schiefelbein, Ernesto, kzciz una evaluacién de los estudios de recursus humanos
realizadog en Chile, Santiago, 1972,

An emperical work vhich tried to estimate the validity of the supply and demand
predictions between 1960 and 1965 for the situation in 1970 for those pro-

fessions that required a higher level of formal education (university, normel

schools and technical institutes). Given the precision, three estimates for
1980 per career are made. -

Schiefelbein, Ernesto anz rarrell, Joseph, Relaciones entrs los factores v los
resultados del proczss educativo, Santiago, 1971.
A preliminary work trag avverpts to provide objective elements in the study of
the existing relaticns in the educational process so as to give a better under-
standing of the decisions adopted in educaticnal policy. :

Colombia

2sercidn escolar e
eseole cimaria, Mexico, 1972.

In 1967 the Colomnian Sovernmen the preparation of a tax

reform with the hope of increasing government revenues so as to offer primary

education to all Colombian children,

Drysdale, Robert S, Factorss determinantes de la d n Colembia

Estudio de un ca

C
-

Ispecializacién Técnica en el Experior (ICETEX). Recursos
Y requerimientos ca ra: 10 Y

necral celalto nivel, Bogotd, 10¢67
Research that attenpis to tusy the highly qualified muman resources of the
country, as a functicn of Leed.

Ministerio de Lducacién lacicnal, Fases pare una politica educativa. Bogotd, 1966,
A report prepared by the Office of Eaucalional Planning to be presenied at the
Fourth Meeting of thz Consejo Interamericano Cultural. It presents a synthacs
of the national educational structure as an important factor in the develonment
of the country, and of ths Plan Integral Fducativo 19€6-1678.

Ministerio de Educacidn taciconal, Flujo educativo én secundaria, 1058-10650,
Bogotd, 1973.

A.suceinet report talen Iran the Plan General de Desarrollo de la Universi
Industrial d Santander, 1971-1975 that analyzes the status of secondarv edu-
cation in Colombia in terms of its structure anc the characteristics of tie
flow of students that are rart of the universities,.

Ministerio de Edqueacién !zcionzl. Informe reswnido scbre la situascién educan cnal
de Colambia, Bogotd, 109,

A document that surrariges the information presented by the Ministerio de Edu-
cacibn colombiano to the Congress; it includes a presentation of the statue of
Colombian education, educational policy of the government, its successes and
the programs it hopes to accoinplish,

Muiioz Izquicrdo, Carlos. Is nrofuctividad del rasto educativo como instrumento de
la planificacién cscolar: Canraracitn de 105 _estudios realizados en Colorbia,

Buenos Aires, 1972,

A work that comparatively anal:
unemplovinent and erovin on ¢ z D
Harvaru,‘ 1908 and verultz, Theodore P,, Bates ol Heturn to schooling in Pofoid
Rand Corporation, Santa ilonica, 1468

clowsky, Marcelo The Efrect of

3
tha rnie Arn Lo coucation: the cage of (Colci:
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L;gos;a Rica

| Gutierrez Carranza, Claudio, Analisig de inforracién sobre rendimiento académico
; de estudiantes. 1972, S

A stalisbical reexamination that presents, by years of schooling accordirg to
entrance date, student retention data, the credits taken in terms of academic
load, and the efficiency of students; the performance of students by generations
in relation to the high schools irom which they come, the areas of study under-
taken and the type. of scholarships received; information relative to the
Centro Regional de San Ramén; and an analysis of admission examinations and
comprehensive examinations. -

Consejo Superior Universitario Centroamericano.(CSUCA). El sistema educativo en
Costa Rica, Situacién actual v perspectivas, Costa Rica, 190k.
A study that attempts to present a panorema of the Costa Rican educational
system, its present state and perspectives, from the point of view of human
resources,

Romero, Mario. la desercién estudiantil en la Universidad de Costa Rica, 1964,
An original work that attempts to determine the levels ena tencencies of
university drop-out rates, quantify its importance with respect to the Univer-
sity as a whole and for each of the schools according to sex and year of study,
to find out the principal factors that cause the drop-out rate, and to suggest
some means of eliminating or reducing the problem.

Torres Padilla, Oscar. Un estudio de utilizacién. Los Profesionales en Servicio
Soecial y el mereceao ¢e travazic, LS
The first worx in a series on "utilization" of professionals as projected by
OPLAU, It an2lyzes in detailed form the professicnal cninions of Social Ser-
viece of the University of Costa Rica in relation to their professicnal rol
and social status. It tries to relate their performance with the professi
formation received and suggests forms of modifiying the studies of future pro-
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motions.

Torres Padilla, Oscar, Jas imnlicacionas econdmicas e un moielo democrdfico-
educativo para Costa Hica. 1G7D - 2000, 1975,
A study of stauvistical cate and population projections so as to determine the
inerease in matriculation.at different levels of formel schooling, and of the
costs of education at these levels, year by year, between 1970-2000.

Ecuador

Ministerio de Lducacién Péblica. Ministeric ce Fiucacidn Riblieca, TInforme g 1s
Nacidén. 10G6Q, 1CG53-19C9,
Annual report celivercd D de Educacién RPiblica to the Caparas
Legislativas. 4 {he Hcustorian plan ol education,

the government's T he distinct ed
different levels and sectors of the system. It evaluates
i

in relations with the necegsities of socio-eeccnanic aeve

E1l Salvador

MecAnany, Emile G. Research and evaeluation in the Fl educaticnesl
reform: sone prelimiies regeareh findines fYrom the virst scliogl year, 160G,
Washingtor, L.C., 1970. i
A report that summarizes the preliminary conclusions obtained from research on
an educalbional reform project in El Salvedor at the end ol the {irst school

year, 1909.

McAnany, Emile G. et al, Televisién v reforma edueativa en Bl Salvador, 1970,
A report that summarizes the rescarch carrieu out by the ecucaticnal ref'orm ol
K1 Salvador after the first year of' educaticn by television. (Feb.-liov.,1660)
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Il Salvador (cont.)

Speagle, Richard E. Retorma educativa e instruceién por televisién en 11 Salvador;
costos, beneficios y retornos. 19727
On original work that analyzes costs ang benefits of educational refor pro-
moted in E1 Salvador, with conclusions that the author deems valig and bene-
ficial for other countries. '

Guatemala

Escobar C., Arnoldo E., Situacién socio-ecénomica de los educados guatelmaltecos,
1972.
A monograph that explains the sociocconomic situation of the educated Guatemal-
tecans, the scarcity of fiscal resources in the educational system, and the
elevated costs of the private educational system,

Jamaica

Henkin, Fdvard K. Capacitacién de obroros jemaiquinos en una planta industrial
rezién instalada. ' 1972,
A 1onograpn that explains the specialized manpower capacity for a new plant
for Alumina Partners in Jamaica (ALPART). It was developed by Instituto In-
qustrial Dunwoody, (Minneapolis, Minnesota, USA),

Areiza Arvizu, Juan José et al. Peso v estatura en escolares de primapis por niveles
socioeconénicos., Mexico, 1972,
An empirical study that seeks to see if there are significant differences in the
weight and height of school children in the Federal District, in relation to th
socioecononic class to which they belong, and to establish height and weight
norms for the ages studied witnin the area being researched,

Barkin, Pavid. Acceso a 1a ecucacién superior y beneficio mie reporta a México,

Lexico, 1971,
A reexamination of population data, income distribution data and data on rates of
schooling that s*udies the Nexican education system with the objective or

evaluating its role as educational opportunity eguaiizer,

P2l Couino, Isicoro and Muroz Batista, Jorge, Ia encefianza prof 3 e
en 1670, léxzico, 1972,
P S 49)

. g ol an ol cnt e antifies and analvrzee nrnfaeed e sducation at
4 Statistvical analysis that quantifies and analyzes professional education at

its distincet levels in Mexico.

Jirenez Lozano, Blanca et al. Facioras redagboicos, sicoléricos v socioacondmicos
que_influven sohre »l rendimientd escolar, en denma nacional v en 4t
cpeonatrfia, ge los alumnos aus asisten a las eseualas prin arias offeiales del
Hiseritn teaeral, ‘Mexico, 1972,
hesearch sponsored by the QAS that attempts to (1) study the level of academic
proficiency of the studants in primary schools in the Federal District in the,
following subjects - Spanish language, arithmetic ang geometry in 1667. (2) de-
ternine the infiuence of scme fectors on thisg proficiency (3) design and apply
a methodology to study these factors and (4) provide a base for pertinent ad-

ministrative measures,

welites Izquicrdo, Carles, Mvaluaeis
s tackoras que 1o han dokarminaia, Mexico, 1475,
A reexmninution of the available cata that examines the cducational cevelop-
inent experienced in Mexico from 1998 - 1970, evaluating it from the points of
vicw of its external and internal efficiency, and of its adequacy with respect
to the growth of potential demand,

c&i desarrolla educativo en México (195814970
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Mexico (cont

Mufioz Izquierdo, Carlos and Lobo Oehmcihen, José€. Expansién escolar, mercado de
trabajo y distribucién del ingreso en México, Un annlisis lonzitudinal 1¢¢D -
1970. Mexico, 197k,
A reexamination of statistical data that attempts to examine the quantitative
relationship between graguate schocling and the labor market, and the effects
generated by this relation with regard to distribution of persanal income, This
study complements and amplifies the information and analysis given in a
previous study. (cfr. RAE N°)

Peru

Briones, Guillermo and Mejia Valera, José. El obrero industrial. Aspectos sociales
del desarrollo eccnémico en el Peru, Lima, 196k,
Original research that atiempis to shoy the diverse characteristics of the
workers in the manuracturinc industry in Lima ang Callao, Factors such as
geographic origin, reasons ror migration, occupational mobility, qualifications,
Job satisfaction, etc. are taien into cansideration.

Consejo Nacional de la Universiced Peruana. Alrunes caracterfsticas
de los postulantes v estudiznies de la universi-ad peruana,’ Lima
A statistical study t alyzes the sociceccnomic situation of
sity candidates end students in relation to a popula tion analy
the characteristics of the porulation (urban and rural), occurati
education and income levels. It studies the growth of the universi
frem 1960 to 1969,

]

Meyers, Robert G, Academic Achisvement. Soeisd Packerourd, and Qeourati -
cruitment; A Tonzitudinal Study of Graduantas frem o FYeyuvian University,
Chicago, 1972, "

An original work that analyzes the relaticnship between academic verfec
occupational recruitment in sample of graduates frcin the Universid

in-a
de la Molina (Peru) betweern 1656 and 1968,
Organisation de Coopération et ca Developuvement Economiq
humaines, educaticn et deve sele)e
besoins en main-a!—ce

- =R p
A report on a study !
Nacional de Planificacién (1I}D)
primary objective - apart f
in Peru - is a long range f
and qualitative) and a dete:
base for the desipgn of

educati
Puerto Rico

Carnoy, Martin, Un cnfoque de sictemas para evaluar la educacién. ilustrado con
datos de Puarto llico. Fuerto ico, 1971.
This paper develops a system based on cost-benefit analysis that attempts to
provide a model in which one can evaluate the effects of family history,
formal cducation and cut-or-schocl training on thc society., The model is
applicd to education in Tuerto hico,

Carnoy, Martin., The fate of Fotwrn to Sehooling and the Tnerease of lwman Ro-
sources in Puerto liice, Muexuo itico, 1472.
The rate ol retucn on schooling is a icasure of the econcmic incentive for
individuals to acquire additional schooling, This work is a reexaminatiocn of
data fram the gencral census of the Pucrto Kican population in 1660,
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liritz, Ernesto and Ramos, Joseph. La situacién ocupaciouai cii Sonto Dominco v
Santiapo de Jos ceballeros; Analisis de_dos encuestas exparimentales ée mano
de obrg. Santiago{ 1975,
A preliminary working paper that analyzes the levels of utilization and
underutilization of manpower in Santo Domingo and Santiago de los Caballeros,

enezue 1a

1

educacién publica. Metodolosia

sarrios, Hildebrando. Tasa social de retorn la
v cdlculo. (zona metronolitana de (Cara 70) Caracas, 1973.
Document prepared oy thne Seccnd Seminar on iesearch and Planning of the Costs
of Education, by the signatory ccuntiries of the Convenio Andres Bello in July
of 1975. 1t analyzes the cost-venefit ratio of education in the metropolitan
region of Caracas in an effort to arrive at a more rational aistributicn of
resources.

Carbo de Procafio, Rosario and Jomnscn Vogeler, Susan, El1 efecto del rasto en el
rendimiento escolar: una mrimera avroximacién, Caracas, 1972.
A work measuring the relation between teachers' salaries and scholarly pro-
ficiency of studenti production,

e
1¢

deleén, Lilian; de ifencoza, Cylie; Pifiango, Ramén; and Sdnchez, PRasilio, Nivel de
aprendizaje de los ecstudiantes venezolinos de sexto Frado en adieidn, sustroo-
c¢ibn, mulbinlicscidn v civigid Caracas, 1971.
An original work that establ a2 preliminery diagnosis of achiesvement
levels in the basic mathematical operations attained by Venezuelan siudents
vho have campletcd y ecucati

Lobo Oehmichen, José, cecid
andlisis regional. Lexico, 1972,

An original work tliat proposes to prove by 1 moxiel
designed by Mincer, Becker and Chiswick (B r, Gar; d' Chi E :
"Education and the Distribution of Earningz", American Economic Review, May,
1966) that relates perscnal distribution of' earning with investmeni in hume

capital.
sinisterio de Educacién. Conocimientos penerales de los ecucados. Caracas, 1670,
A Tirst report in a e Evaluaeidn laci
del iendimients locolar :
carried out by the
Ministeris a2 Educacidn

icano Leonémico vy

meeting of the Ccngejo ]! <
td ta of Venezuelan ecucation to dat

the most characteristic aspe

Cc
organization, progress, and a four-year plan for development,
£ ~
& 5
.

as elaboratea by EDUPLAN, including

what has been acconplished according to
services.

schnson Vopeler, Susan, Manual nchadolérico gobre un analisis del efecto del
£asto en el rentimientc @scoliar, (aracas,

1T
A vork prepared by the decone Seminar on Hesearen and Planning o
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ANNEX C

The Joint Studies *

A. THE.DETERMINANTS.OF SCHOOLING

Introduction

The amount of schooling received by an individual, although affected
by many non-market factors, can be regarded as determined by demand and
supply, just as for any other good or service. It is, however, difficuly
to distinguish demand and supply, unless strong simplifying assumptions
are made about supply (such as that it is perfectly elastic at a given
cost)., It is analytically much easier to distinguish between those deter-
minants originating in the household and those originating outside it, as
in the labor market and the educational systen: the foirmer largelv coin-
cide with demand, while the latter mix demand and supply corsiderations.

A second distinction is between the number of vears of schooling (and
the type of schooling) received by an individual, and the amount currently
spent by him or by his family to obtain it. Such expenditures are not
uniquely related to the schooling received, because of differences in cost
among types of schools, among different places, and over time. The cost of
schooling in foregone income also varies according to the level and type
of education already received, and to other characteristics of the individual
or household. The two variables differ also in that schooling is a stock,
while expenditures are a flow.

Research Objectives and Methods

Years of Schooling Received

The chief question to be answered is what determines the number of vears
of schooling obtained by an individual (with secondary emphasis on the tvpe
of schooling)? For a group of people facing essentially the same conditions
of supply (physical availability, quality and cost of schooling), this
questions can be largely answered with information about the individual and
his family, taking account particularly of the following variables: sex of
the individual, income of the housechold, nunber of niembers, number of
children of school age, education, age and occupation of the parents. Under
these equal supply conditions, 1t is differences in demand which determine
who goes to school. When supply conditions vary across the population studied
(either spatially or over time), differences in these conditions must be
taken into account. More generally, external factors as well as household
characteristics must be considered. The most important of these are the
supply of schocling, and the prospects and conditions of emplovizent for
school-leavers. The latter influence both the cost of schooling and the
return to education, while the former (supply) can be considered to affect
only costs.

*  Taken from the ECTEL Proposal dated May 10, 1974,
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Both of these extra-household effects can in principle be analyzed by
time-series data, but it would be difficult to separate the intra-household
and extra-household effects over time, except in studying the short-run
effect of changes in employment or income on enrollments. When unemployment
rises, children may have to leave school, or delay entering it, in order to
help support the household. On the other hand, when unemployment is high
the indirect costs of staying in school (in income foregone) diminish,
and the demand for education may rise because the educated suffer less un-
employment. Simple relations can be estimated from aggregate data between
economic conditions and enrollment rates, but the distributional impact on
schooling received can be better studied if household data are also used.
Time~series results can be complemented by comparative (intcr-regional,
inter-national or inter-group) cross-section relations.

Changing economic conditions may also affect the expectations of in-
dividuals and their families, and therefore their willingness (apart from
their ability) to acquire education. This effect might be studied by com-
paring cohorts of parents with similar educational levels, to see whether
there are systematic differences in their determination of the schooling
their children receive. Such an effect might not, however, be separable
from the effects of income and age.

It is not possible simultaneously to take account of differences in
intelligence or "educability'" unless such information is available in school
records and the individuals tested can be identified so that they or their
families can be interviewed. This extension of the analysis is desirable,
but is costly to undertake and may, when many variables are considered to-
gether, be difficult to interpret. A simpler approach is discussed below.

.

Given information about the individual and the household and the rele-
vant factors, the basic objective can be put in two slightly different
forms: (1) to expiain the schooling of an individual, and (2) to discrim-
inate among individuals with different levels of schooling at the same age
(in order to remove purely inter-generational effects). The first requires
multivariate regression, using as the dependent variable children's vears
of schooling, or the vears deflated by age, or the educaticnal "deficig”
(expected less actual schooling, given age), or a similar measure. In the
independent variables, one must choose related measures of income and of
household size: whether total income per copita, or income per adult equiv-
alent concumcr i, appropriate, for example, and cthor enplinators vaviablec.
To the cxtent that pavents elucate their children in order to raice their
"quality'" and uscefulness, substitution cceurs between the number of children
and their quality including their education, at a given income. It may also
be important to take account of age differences among children in a household.
Given very imperfect capital markets for financing private educational ex-
penditure, a family's ability to educate its chidren may depend on their
spacing as well as on their number.

External factors enter the regression analy "~ whenever observarions
are drawn from differeat places or times, or whenever houschold observations
are grouped for analysis, with the groups distinguished by different supply
or labor market conditions. Appropriate independent variables must be constructed

to measure Supply, using information obtained from the school system,

-2-
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All the variables discussed so far can be observed. It might also be
valuable to take account of two unobservable variables: there are the per-
manent or normal income of the household (correcting for transitory effects
in the observed income, which are likely tu be large in short-period data),
and the income expectations which a family has for 1its children. Both can
be estimated (by regression analysis) from the observed data for all house-
holds together, although there are some difficult methodological questions
to resolve in doing so. In particular, to judge the income which a family
expects for its children as a result of their education, assumptions must
be made about the horizon employed (whether lifetime earnings or initial
out-of-school income) and about the dependence of such expectations on the
careers of parents and on changes over time in the economy. The ECIEL study
on wage determination (ECIEL, 1974) is a source of estimates of threshold
education levels '"required" for particular occupations and incomes, and thus
of expectations. (Although the expectation may be inaccurate because edu-
cational requirements change with the supply of educated people, familes
may not take account of these changes).

iz second approach - discriminating among people by level of education
calls for the use of analysis of variance, tests of distributions, or dis-
criminant analysis to determine what systematic differences there are between
those who do, and those who do not, complete a particular level of schooling.
It is important in this analysis to control for age, since when enrollment
rates change over time there will probably be shifts in the characteristics
of the enrolled. 1In addition to comparisons of mean family income, com-
parisons should also be made of the distribution of income for different
schooling levels, to see whether only the low end of the distribution or
whether the entire curve is shifted, from one level of schooling to another.,
It should also be possible to examine, using school records, the distribution
of intelligence (as measured by some standard test) of those in school at
different levels of age or schooling. Provided income or status could also
be known, this would show whether ability has any independent effect on a
child's staying in school.

Expenditure on Education

Because educational expenditure and schooling received are strongly,
though not uniquely. associated, many of the variables determining the latter
can be expected also to influence the former. Nonetheless it 1is wvaluable
to distinguish the two questions, so as to tell how important the direct
costs of education ave in determining the decision to remain in school or
to leave. It can also be seen whether these costs (expenditures) differ
systematically for different groups (defined by location, income and other
feasures) in the population. Only household budpet data are suitable for
this type of analysis. Multivariate regression is an appropriate technique,
but the same problems of choosing dependent and independent variables arise
as in explaining the years of schooling received. It is particulary important
to work with expenditure per child, perhaps also adjusted for age or school
level.
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The simplest approach is to estimate single equations explaining some
measure of expenditure. This Is easily done, but it has the disadvantage
of not showing how the decision to spend on education is related to the
other expenditures of the household. The latter can be analyzed by con-
structing a multi-equation demand system, provided it can be assumed that
supply or external conditions are the same for all households. Thus system
estimation is limited to cross--section data with homogeneity of supply.
Comparisons of parameters could be made after separate estimation for two
or more populations.

This analysis permits estimation of the income-and price-elasticities
of spending on education, and also of cross-price elasticities. Thus, it
may be that for low-income families the price of food is an important
determinant of educational expenditure, for example. The only other wzy to
measure price responses is by analyzing grouped data, where prices or
supply conditions of education are homogencous within a group and vary among
groups: geographic regions might be suitable for such analysis. System est-
imation may also yield estimates of threshold spending levels on education.
Alternatively, direct estimates of such thresholds might be computed from
exogenous price information and from estimates of the physical minimum
requirements of a household for sending children to school (including ade-
quate clothing and nutrition as well as the costs of books and materials
and school transport).

Ancther question to be investigated with income and expenditure data is
whether labor force participation appears to be affected by the decision
to spend on education. Parents may be more likely to work, or to hold
multiple employments, in order to keep children in school; or some children
in a family may be more likely to work in order to finance the education of
siblings.

Sources of Data

Either of these analyses can be applied to appropriate cross-section
data using the household as the unit of observation. Census data offer
very large samples and cover (in principle) the entire population, but thev
have the disadvantage of giving nc, or not very reliable, information about
income and expenditure. Household survey data, such as the ECIEL sanmples
and several other sources, provide the latter information but are restricted
in size and coverage. 1In all countries, a mass of conmraral le demographic/
educational data is available for the major urban centers: in some cases
there are comparable rural or country-wide houschold surveys. In practice,
it may be desirable to make joint use of census and houschold data. The
household data are most related to the nonavailable variables, and the
census data can be used to judge the representativity of the household
samples, particularly for higher levels of education.
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The currently available data should be adequate for studying the
determinants of primary and secondary schooling. One limitation of
survey data is that they do not always indicate whether a person is current-
ly attending school, so it is not certain when his education was received
or how it is related to current household variables. Another is that in-
formation often refers only to children living at home. This limitation
may be serious for children of university age, but is insignificant for
young children (information on children in boarding school can usually
be obtained).

Cross-section data can be used to-show time profiles, in two ways.
The simpler is to compare surveys taken at different times, such as the
1960 and 1970 censuses. The other is to stratify the population by age,
and see whether the relations examined are different for different age
groups and thus are presumably shifting over time. For educational policy,
it is important to know what relations hold for those people now in school
or approaching school age, and these may differ from the relations which
determined the schooling of their parents' generation. The chief limit-
ation on stratification (whether by age orv by other characteristics such
as household size or the attibutes of the parents) is the small size of the
household samples.

The other data sources of interest here are scheool records of age,
schooling level, and some measure of intelligence or ability, together
with indications of household income or status; regional and/or time-series
information on unemployment by age and schooling level; and regional and
time-series information about the su ply of schooling (physical availabil-
ity and price) generated by the school system. The intention throughout
is to use primarily existing information rather than to undertake new
surveys.

A Note on Previous Investigations

The importance of understanding how houscholds assign resources to
education is emphasized by Edwards and Todaro (1973). The importance of the
price (or cost) of schooling is nctad by Campboll and Siegel (1967). Gther
studies using aggregate cross-section or time-series data in the U.S. and
Canada - Galper and Dunn (196Y), Crean (1973), Gustman and Pidot (1973),

De Prano and MNugent (1968) - indicate the weight of external factors, parti-
cularly of costs and unemployment, or of the "profitability" or rate of
return expected from additional education. Some of the difficulties of
estimating such a rare are noted by Carnoy (1973, pp. 62-63) and Eckaus
(1973). Further cvidence on the importance of supply prices comes from
Welch (1966). The connection between these factors and privete demand

for education - in particular, the reason why demand mav cons'stently ex-
ceed both educational supplv and the demand for educated lahov - is discussed
by Edwards and Todaro (1973, 1974) and wrated in derail by Carnoy (1973,
1972), using Brasilian data analyzed by Langoni (1970, 1972) as well as
evidence from Puerto Rico and other less-developed countries.
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Studies by Bowles and Gintis (1973) and Haasen et al. (1970) suggest

that family background is very important in determining the income associ-
ated with a given level of education. Intel”igence or ability appears to
be important, after considering other facto's, only for those with low
education. To the extent that families invast in their children to assure
them future income, the same factors should influence the demand for edu-
cation. Investment to create a consumer durable for the utility of parents,
rather than for children's future benefit, is treated by Willis (1973),
De Tray (1973) and Becker and Lewis (1973); these analyses emphasize the
relation between number of children and their "quality", including edu-
cation. They also stress the complexity of household decisions and the
importance of intra-household characteristics,

Much of the work cited has the disadvantage either of a very high-level
of aggregation, or of emphasis on the United States and other high-income
countries. Some evidence for less-developed countries is assembled and
analyzed by Carnoy (1973), and a short bibliography is provided by
Schiefelbein (1974), for Latin America. There is not vet, however, a
Systematic set of answers to the questions posed here: some are treated
in the studies of Drysdale (1972), Selowsky (1968) and Carnoy (1972).

B. COST AND FINANCING OF EDUCATION

The objective of this part of the project is to study the cost of
producing formal education, to learn how these costs are determined and
how they are distributed, and to see what relation they have to the output
of the educational system. The topic is of great significance for the
relation of education and development, first because educational costs
in the aggregate are large and growing rapidly: and second because the
structure of those costs, and the ways they are financed, have important
distributional consequences about which very little is known,

Because education., r schooling, is not a homogeneous pood, there is
some difficulty in measuring the output of the educarional svstem. Two
approaches will be foliowed to quantify the product whose costs are to be
studied. One is to count the number of graduates from a given level of
education, per entrant to that leved, taking no account or differences
in quality either anony, students or {n the schooling thev receive. This pro-
cedure is easy to apply (since the aecessary data are readily available).
Moreover, it may be the measure of output which is implicitly used by the
labor market in evaluating applicants, all people with the same educational
level being considered equal. The second approach is to measure preoduction
by an index of quality, based on standardized tests of achievement. Some of
the difficulties of this procedure are discussed later.

Given a measure of the production of schooling at each of several
levels (primary, secondary, university or vocational), the questions about

costs to which answers will be sought may be organized as follows:

(1) What is the variation in unit cost, and with what factors are
different cost levels associated?
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(2) How is the cost divided among different factors or inputs used
to produce schooling (teachers, buildings, equipment, materials)?

(3) In publicly supported schools, how are the costs divided between
the public sector and the student or his family?

(4) How are the costs borne by the public sector financed?

These questions are related to the efficiency of the system in the
narrow sense of how well it uses inputs to produce output. In particular,
it is of interest to know whether variations in cost are reflected in
variations in the quality of output; whether they reflect quality differ-
ences in inputs, either educatioral inputs or the entering students them-
selves; or whether they simply indicate variations in efficiency of
resource use. There is considerable debate over this issue in the United
States (Coleman, 1966; Jencks, 1972), and a good deal of evidence has been
gathered to suggest that raising costs or inputs need not generally result
in greater output. The estimation of such relations must take account of
differences among students when they enter the school, as in the studies
by Bowles (1970) and Bowles znd Levin (1968) .

It must be noted that in attempting in this way to measure the effici-
ency of the educational system, or to explain cost variations, reference'
is made only to what the system 1s actually trying to produce (which req-
uires some analysis to ascertain). The study 1is not intended to answer the
much more difficult questions of what the system ought to be producing, or
of its efficiency in meeting the needs of cociety and the economy (Carnoy,
1973:22). It may serve as a basis for, but it is not intended to be, an
analysis of the proper strategy of investment in education (Simmons, 1973).
Nonetheless, the narrower concept of efficiency is important to studyv, be-
cause of the considerable, scattered evidence of inefficiency, or at least
of great variations in unit cost, in Latin America (Castro, 1974a).

Some of the variables to be examined for their possible effect on
costs are size of school or class, location, quality of teachers (as mea-
sured by their own scheoling, salaries, time devoted to teaching, ctc.),

quality and utilization of buildit s «nd equipment, and characteristics of
entering students. Among the latter, the nost important are likely to be
intelligence, achievement in previous level(s) of schooling, and family

background and income. In examining these factors the studv will interact

closely with the studv of the determinants of schonling (Part I of this
proposal). These variables may be studied at the level of individual

schools (using information aggrepated over all the students in each, or
aggregate characteristics of the region served by each school) or among
individual students (pooling chservations over a sample of schools). Quality
of input to one level of education may be measured, in part, by quality of
output at the preceding stage.
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The basic questions are also related to the distribution of the cost
burden of the educational system. In this respect it is particularly
important that throughout Latin America the share of direct educational
cost (exciuding foregone income) borne by the public sector tends to rise
with the schooling level. University education may have almost no direct
cost to the student, while secondary schooling is expensive. The distrib~
ution of schooling thus includes a large element of subsidy to students
from high-income families. Poorer students cannot take advantage of the
subsidy because there is no capital market for financing their secondary
education. Besides being inequitable, this arrangement may be inefficient
as a rationing device (Selowsky, 1973). Within a given level of schooling,
there may be distributional inequities between urban and rural areas, among
regions, or among ethnic groups. Such inequitiies will arise even if there
are no differences in the direct costs to students, if there are differences
in the public costs, in the quality of schooling, or in the quality of
entering students.

Finally, the way that public costs (that part not paid by the student
in tuition or fees) are financed aisc nas significant distributional con-
sequences. To study these in detail would require assessing the incidence
of the various taxes from which educational expenditures are met, as well
as assumptions about the share of each of those taxes in meeting total
costs. The available estimates are not very satisfactory for this purpose
(Bird and DeWulf, 1973) so that this aspect of the study probably cannot go
beyond description of the sources of revenue. Some assessment may be possible
of the redistributive effects anong regions, particularly when education
is financed partly from national and partly from provincial or municipal
sources.

To answer the four questions on which the analysis Is based, most of the
data needed can be provided by the school system. Certain problems none-
theless deserve emphasis. The difriculty of measuring ocutput has been
mentioned. When standardized measures of quality are not available (within
one country or among countries), some research will be needed to make compar-
able the different standards used. Information on the quality of entering
students mav not be available, requiring that estimates be made by taking
special surveys of students in a reeresentative group of schools. Exorenous
information is of course neecded to estimate the indirect costs of attending
school, in income foregone; such estimates can be drawn from existing
studies and from the study of schooling deterninants., Eves the information
on costs endogenous to the school system, particularly capital costs, may
require revision or exopenous verirication. Bookkeeping practices do not
necessarily reflect true economic costs (Castro, 1947a).

The study can probably draw on a great deal of published or readily
available information to answer the simpler questions about costs and finan-
cing, and the first Step must be to examine and synthesize the cost data in
each country. Only recently has theoretical attention been devoted to the
relative importance of different factors in determining costs and cutputs
(Selowsky, 1973:48-49) and the associated needs for information. Detailed
studies of cost and financing are very few in number in Latin America
(Barkin, 1971; Munoz, 1967) and st211 more rarely are the distributive imp-

lications analyzed with considerati f 5 = fine J
19738, 1o 750 on ot the sources of finance (Jallade
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This study may be expected to have implications for educational
policy (apart from possible implications for policy in other sectors)
in two respects. The first is to indicate inefficiencies in the use of
educational resources, and ways in which costs might be reduced without
sacrificing educational output in quantity or quality. The second is to
quantify inequities in the provision of schooling, and thereby to serve as
a basis for changes in the way education is financed. One proposal of this
gort is to raise tuition to cover the direct costs of higher education, and
at the same time to introduce loans which would allow low-income students
access to such schooling (Selowsky, 1973: 50-62; Jallade, 1974). Other -
possibilities involve changes in those elements of cost, direct or in-
direct, which hdve the greatest distributional impact.



THE DEPARTMENT OF THE TREASURY
OFFICE OF THE GENERAL COUNSEL
WASHING1ON. D.C. 20220

October 3i, 1974

TO-00G-Spl - )

TO: ke, Bushnell

FROM: liichael Bradfield }‘
Assistant General Counrsel

SUBJKCT: Proposed SPIF Financing of ECIEL Rducation Study

You have requested my opinion conceraing the authority under the
' Social Progress Trust Fund Agrecment to provide a $750,000 equivalent
technical zssistance grant from SPTF resources to the Program of
Joint Studies on Economic Integration of Latin America (KCIEL),

v The proposcd FCIRL grant would assist Lhe financing of a major

study on the relaticnship bebween cducation end econvmic and social
development in Tatin Amcrica, According to the ID3 project description
(Document AT-233) this study veuld "provide infocmation ond methodologies

for improving cducabional plaming cnd policics for educstion finand
Hi [aa ]

and Tor maxing souad decisiens Por invzstacnt in the sceloe. The
TuB's contribntion to this study would pay for salaries and erpenses
of individuals working on the study, cover the costs of printing {inal
reports, and help meet computation costs, -

Section 4.03 of the Social Progress Trust Fund Apreemcnt provides
the only authority ror grunts, as opposed to loans, of Fund resources:

"Upon reavest, teehnieal assisianee uny be providled oy
the Adninistentor on a loan, crent oor orel bursabls bosis,
for the proparation, Pinanceing, and csecution of plans and
projects for carvying oul Lhe prrposes set Corih in Article T,

Secticns 1.0 and 1,05, of this Agrecment.”

Section 1.05 provides in pertinent part that,

" .. . the Administrator shall utilize the resources
of the Fund to provide:

a) technical assistance related to projects in
° . ~ . . 1
the fields set forth in Section 1.0k, ....

598057~ @
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‘Section 1.00(d) dclincates the permissible scope ol use of Fund
resources to assist education. It states that assistonce may be
offerecd to projects or progrims to proviia,

- "such supplementacy finzneing of facilities for
advanced cducation and “raining related to ccononio
and social developnznt as mzy be agreed upon from
time to bime between the United Statzs and the
Administrator.” '

Under a broad construction of the SPIT Agrecment, it <an be argued
that the prcposed grant is authorized. Sections 1.05 and 1.04(4d)
read together authorize grant technical assisbance relatad to projects
for financing of advanced eduzation facilities, The KCIRL study is a
program of technical assistance which will "orovide iaformation for
making sound decisions for investmant in the (eduzation) sector,” and
as such it is related, as that world is used in Saction 1.05, to the
financing of advanced education facilities, This Inserpretation
emphasizes the aulhorization centained in Seclion 1,24, ana broadly
construes the phrase "relabed to projects in the fields sot forth in
Section 1.0k." T have been inforwed by the Office of the General
Counsel of the IDB Lhat this broad construcuion has boon applied in
the past to proposals ©ar Spw teehnieal assistance prant:,

On the other hand, you should be avare thab undep A narreoder,
and vhat appears 4o me 4o be a moee reasoneble, ronding of the language,
the proposad grant cannot be said to meat the provisiong of the SPIF
Agreemant,

The language of Sections k.03, 1.04(d) 3nd 1.05 supports the
view that these seetisns were Intended to allow technical assisbance
grants to help countrioes prapare specific projechs and to assist then
in their implowizntasisn, Tn cranasbion with cdacdbion, L was un-
doubtedly cnvisioned Lhab Sipw runls wsald be used Lo anssish nrojects
Involving the consbruchion of s Mneiliting such ns buildings,
laboratorines, Libraries, ote, ) foc advan.ed education,  This infer-
pretation is consisbont with the buasic Prirbose of tha SPIF, which is

to provide lowuns for sorially orientzd devel spacnt vrojects, in

£
1
U

contrast to olhor funds appeopriated by Consress at bhe same SHime and
administered by the U.S, foreign assistince program for broad technical
assistance purposes on a . prunt basis.,
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Azcordingly, when the specific longuase of Scetions 4.03, 1.05
and 1.04(d) is applied to the gran’ to ECIEL, it dues not appear to
be a grant for "the preparation, fiaancing and exeention of plans
and projects for cavrying out of the purposes o7 ... Secebions 1.0W
and 1.05 ...", i.c., "supplomcalary finaneing of facilities for
advanced education and training related to econsmiz and social develop-
ment .eel"

On the contrary, the ECIEL study is an academic inquiry iato
education and development., Any projects direetly involving the
financing of advanced edusation facilities would be only an incidental
result of this basic research study ond no projects may, in Tach,
result from it.

.
L
4.

()

The scope of the word "related” in Section 1.05 is limited by
Section 1.00(d) which spacifies that SPLF assistance is to go to the
financing of faocilities. Accovdingly, "related" is most uppropriately
read as intended to apply to technical assistance in connection with
a‘spccific and idenbifiable Tacility in the higher cducabiosn field
capable of being {inanced by the $PTR, There appears Lo be no justifi-
cation for allswing the hteram "relaied” to cncoumpass any study in the
education field whizh is in Some way 'related,” directly or indirectly,
to SPIF purposes. :
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FDARB-5E) 1/ | A
ACTION MEMORANDUM FOR THE ASSISTANT ADMINISTRATOR (LA) e
From: LA/DR, Donor M. Lion 7?, /3,

Subject: DAEC Approval of LA Regional Project "Economics of Education,
(ECIEL) '

Problem: LA/DR convened a pre-DAEC meeting on October 23, 1975 to
discuss the proposed grant project entitled "Economics of Education"
(ECIEL). ECIEL is the Spanish acronym for Estudios Conjuntos Para La
Integracion Eccnomica Latinamericana (Joint Studies for Latin American
Economic Integration), a regional network of thirty-two Latin American
social science research institutions and the Brookings Institute.

ECIEL's director (called the ("Coordinator') is currently Felipe

Herrera. Headquarters for the ECIEL staff are located in Rio de Janeiro.

The pre-DAEC meeting was attended by personnel from PPC and TAB, as well
as the LA Bureau offices concerned. The technical director of the ECIEL
education studies, Dr. Claudio de Moura Castro, was in attendance to
answer questions of a technical nature.

The proposed A.I.D. assistance would support a series of ewpirical
studies on the economics of education. The research is intended to
increase understanding of how education affects and is affected by the
growth and distribution of income in Latin America. The impetus for
these studies came from the 1973 Bellagio meeting of donor agencies.

The studies have already received financial support from the Inter-
American Development Bank ($790,000), the Ford Foundation ($125,000),
the Rockefeller Foundation ($44,000) and the Canadian International
Development Research Corporation ($125,000). A.I.D. support of $365,000
would provide the remainder of the required external assistance.

LA/DR believes that this project will help to answer questions of great
interest to A.I.D. and to the countries to which our assistance is
provided. Although several of the issues raised suggest ways in which
the project might be restructured to more directly respond to A.I.D.
objectives, our ability to influence the design of this project is
somewhat more limited than it is on bilateral act.vities. This results
from the nature of the project and from A.I.D.'s limited rcle in it.
This is a research projcct, and researchers almost always insist upon
considerable autonomy. Moreover, the proposal has been accepted by

four other donors, and work has already been initiated using local funds
and other domor support. A.I.D. support will provide about 33% of pro-
ject financing for the '"Pilot Studies" and about 10% for the total ECIEL
research package on the economics of education.

In view of these factors, our options are limited to assisting the
studies as they are now constituted or not participating in the project.
We believe the project as presented is well worth the investment which
has been requested.
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The following paragraphs discuss the issues raised at the meeting.
LA/DR believes the issues have been adequately addressed and that a
formal DAEC meeting is not indicated.

Discussion:

1. Predominance of graduate countries in the project. Of the five
planned studies, only one will be carried out in a country (Chile)
where future A.I.D. inputs are planned; one will be carried out in
Colombia where a gradual A.I. D. phase-out has recently been announced;
two will be carried out in Brazil where A.I.D. programs are terminat-
ing; and one will be carried out in Mexico which has not received
bilateral assistance for many years. ‘Should A.I.D. finance a project
where most of the activity will be carried out in graduate countries?

Unlike most A.I.D. activities, the proposed project will not
provide assistance to an action program. It will finance research,
and, like all A.I.D.-assisted research programs, the primary purpose
is to achieve a better understanding of some aspect of the. development
process. Although it would be difficult to help the poor in one
country by delivering a service to the poor in a different country,
doing research in one geographic area may have important benefits for
other areas. This basic concept within the research area is well
established. For example, much of the A.I.D.-sponsored research
actually takes place in U.S. universities. Similarly, A.I.D. has fre-
quently attempted to establish regional research networks so that the
results of research conducted in one country can be utilized elsewhere.

The studies for which A.I.D. assistance has been requested, have
been referred to as '"Pilot Studies". This title is used because the
studies have been considered trial or experimental in nature, to be
replicated elsewhere if the methodology developed proved successful.

In fact, plans are being developed to draw on the Brasilian experience
in the rural sector to carry out similar studies in rural areas of
Bolivia and Paraguay. Favorable indications of financial support for
these studies have already been received from the West German Government.

Although from the A.I.D. viewpoint it might be preferable to carry
out the first round of these studies in countries where A.I.D. has
active programs, the expertise and experience is clearly greater in the
more developed countries. LA/DR believes that carrying out the studies
partly in recent-graduate countries which share common languages,
cultural heritages, and many socio-economic characteristices with coun-
tries now receiving A.I.D. assistance will provide useful knowledge
and methodology to the latter countries and will strengthen regional
ties through which other benefits could follow in the future. In the
present instance, the ECIEL nectwork offers a desirable middle ground
between reliance on researchers in A.I.D. recipient countries who lack
adequate experience and training and reliance on research carried out
in the U.S. or with large inputs of high-cost U.S. expertise.
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In sum, we believe that the benefits to A.I.D. recipient countries
from the transfer of knowledge and techniqies and the strengthening of
the regional technical network are adequate to justify this expenditure
of A.I.D. resources. Failure to approve assistance to a research organi-
zation which includes representation from every A.I.D. receiving country
in Central and South America (except Guyana) simply because much of the
research was to be conducted in "graduate countries" while funding many
research projects carried out by U.S. universities in the U.S. and in
graduate countries, often with only token local participation, would be
both imprudent and uneconomic.

2. Emphasis on rural areas. The five Pilot Studies which the project
would finance include two on the role of education in the modern part
of the urban sector, two on the marginal or traditional part of the
urban sector, and only one on the rural sector. Is sufficient attention
being given to the rural poor to warrant A.I.D. involvement?

The urban traditional sector is essentially the transition step
beitween the rural and the modern urban sector. Completing the transition
may take only weeks or it may take generations. TFamilies living in the
urban traditional sector are generally those urban dwellers which most
recently left the rural areas.

The two proposed studies on the transitional sector will try to
determine the extent to which various forms of education affect entry
into and upward mobility within the sector and to the modern sector.
They will identify the potential and the limits of education's ability
to assist persons of different races, ethnic backgrounds, sex, zge,
socio-economic background, etc. to improve their economic and social
status. The studies are thus of great importance to an understanding
of the conditions facing the increasing numbers of rural poor that seek
to improve their lot by moving to urban centers.

Even if entry into the urban traditional sector were not a main
channel upward for the rural poor, the conditions of poverty prevalent
in that sector would constitute an approoriate area for A.T.D.-sponsored
research and development programs.

A.I.D.'s interest in the two studies of the modern part of the urban
sector centers largely on factors which restrict access. We know that
members of the modern urban sector are better educated, but does thac
mean all we need to do to help the poor is provide them with more edu-
cation? Under what conditions will education facilitate entry into the
modern sector? What type of education would be most effective for dif-
ferent groups?

Studying those who earn decent incomes may reveal ways to help those
who do not. Studying middle and high income groups is not the same as
helping them. Our very limited understanding of the role played by
education and other factors intluencing entry into this sector constrain
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our ability to develop effective programs to assist the poor to move
into more productive, better paying jobs. The disappointing experience
with special education and training programs to end rural and urban
poverty in the U.S. provide considerable evidence of the need to better
understand education's influence c¢n various groups and in different
labor markets before making large investments of public funds in the
expectation that those receiving the programs will be able to move

into the modern sector.

In sum, while the study of the rural sector may be of greatest
importance to A.I.D., there are numerous things to be learned from
the other studies which will be of considerable interest to A.I.D.,
to the governments in A.I.D.-assisted countries, and to the other
participating donors.

3. Non-formal education. The Pilot Studies will focus primarily on
the role of formal education. Should more attention be given to non-
formal education since it may provide LDC governments a more cost-
effective way to transmit needed skills, knowledge and attitudes?

All the survey questionnaires will collect relatively detailed in-
formation on the life histories of the respondents. In addition to
information on job experience, mobility and background variahles, a
detailed account of educational experiences will be included. To the
extent that any one modality of non-formal education can be observed
in a statistically significant number of individuals, it becomes
possible to evaluate its impact on the different measures of achieve-
ment (earnings, promotion, etc.).

Many of the researchers share A.I.D.'s interest in non-formal
education. In the two modern sector studies, one of the central
objectives is to compare the effect of general education, technical
education and non-formal education. In the rural study, an attempt
will be made to see whether common non-formal types of education (e.g.
agriculture extention) are most effective after some formal schooling.

4. Alternative Sources of Furding: Use of the Special Progress Trust
Fund (SPTF). Most of the project costs will require the use of local
currencies rather than foreign exchange. Under these conditions would
it not be preferable to finance the project from the SPTF?

The IDB proposed using the SPTF to finance its $790,000 contribution
to this project. However, a legal determination was made that the
financing of the proposed research would constitute an improper use of
SPTF. The IDB's own contribution thus had to be financed out of its
general funds.

5. Role of Women. The studies do not focus specifically on the role
of women. Should more emphasis be given to this subject?
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In attempting to establish the relation between education, earn-
ings, access to jobs, promotion, market structures and other related
varilables, different characteristics of workers will be taken into
consideration. Sex is believed to be a variable of considerable impor-
tance. In each situation where it may have significant explanatory
power, the nature of its influence will be examined. The studies will
thus help us to know the epecial factors which constrain women from
playing a greater role in the development process and the situations in
which education can alter that role. We believe,therefore, that adequate
attention will be given to the role of women. It should also be noted
that professional women researchers will participate in several of the
studies. ‘

6. Availability of Data for Subsequent Research. Valuable data sources
sometimes receive relatively little use because. they are inaccessible to
bona fide researchers. In some cases inadequate or primitive methods

of data storage may limit utilization, while in others a monopolistic
policy towards data reutilization may prevent other researchers from
using the data. Can A.I.D. be certaja that the data collected for these
studies will be available for subsequent research?

Treditionally, ECIEL has put considerable emphasis on the preparation
of computer tape data files. Design of filing systems for storing data
sets has been done centrally by the ECIEL staff with the help of outside
consultants. ECIEL keeps copies of the tapes used by the participating
institutes in order to proceed to the ccmparative studies following the
individual reports from participating countries.

According to ECIEL written regulations, member institutes are urged to
allcw other researchers to utilize their data. Ultimately the final
authorization for use must be given by the participating institute which
owns the data and which would suffer the consequences if its use were to
embarrass the host government. So far, institutes have been liberal with
respect to allowing other local and foreign researchers to use the data.
Indeed there are several instances of research done by outsiders with
data from ECIEL.

The Coordination of the Education Project is particularly eager to
encourage joint research between members of the participating institutes
and outside researchers. This strategy not only minimizes the political
problems of releasing data, but also builds in an inducemert to a mode
of operation that has a powerful training component. By working with
local graduate students or researchers, well-trained and experienced
foreign researchers will improve the quality of the research produced,
and improve local research capabilities as well.

While this arrangement falls short of certainty thet the data will
be available to all bona fide researchers, it is the strongest assurance
A.I.D. can seek and should be sufficient.
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7. Utilization of Results. The PP provides considerable discussion
on the dissemination of the research results, but there is no direct
host country financial input which wonld signify that decision-makers
are interested in the results. Are the planned publications and
gseminars likely to interest policy-makers?

In addition to the formal mechanisms of publication and distribution,
two seminars with govermment decision-makers are scheduled. Local
governments for the most part are not directly sponsoring the research,
although most participating institutes receive government funding or
subsidies.

On the other hand it is pertinent to emphasize that the questions
raised in the research are very germane to subject matter appearing
frequently in Latin American newspaper editorials, educational authori-
ties press releases and interviews, as well as general journalistic
coverage. In addition, Education and Planning Ministries have been
sponsoring seminars and conferences on issues covered by the research.
Thus, in many cases, it is not a matter of calling public attention to
issues but rather a question of providing some solid information on
openly debated issues.

Recommendation: That you approve the PP on Economics of Fducation
(ECIEL).

Approved A Disapproved

Date



OPTIONAL FORM NO. 10
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GSA FPMR (41 CFR) 101-11.0

UNITED STATES GOVERNMENT
Memorandum

TO LA/DR, Mr. Donor Lion DATE: December 8, 1975
AN

FROM GC/LA, Norma . Williams

SUBJECT: SPTF Financing of ECIEL Project

You have been requested by Mr. Kleine to obtain a GC "ruling"
on whether SPTF currencies could be used instead of AID
dollars to finance the Economics of Education Studies (ECIEL)
project (No. 598-15-690-567) proposed for his approval. His
question appears to have been prompted by the response given
to Issue 4 in your memo to him dated December 2, 1975. That
issue was whether the SPTF would be a better source of
funding for the project, and the response was in part that
the IDB had earlier proposed to make a $790,000 cortribution
to the project from the SPTF, but that a legal de“ermination
resulted in other resources being used.

The_events leading up_to the IDB's decision to use resources
mtbgr,than_smaze_insi:mci;iye_on_tthent question. As

I have been able to determine, in Septemver 1974 IDB manace-
ment's recommendation to the board of directors was that the
SPTF be used to finance a $790,000 IDB contribution to the

ECIEL project. Consultations by John Porges, U.S. Executive
Director, with the Treasury Department resulted on October 30, .
1974, in Mr. Porges' advising the IDB that Treasury felt //
the use of SPTF resources £o finance research of the type /4
proposed was inappropriate. (See attached Bradfizld/Bushnell
legal opinicn dated October 31, 1974, upon which Treasury

based its position.) IDB management, having consulted_with

the Bank's General Counsel's Office, maintained its view

that the SPTF Agreement was_sufficiently broad in its treat-
ment of technical assistance grants to permit the proposed

use of SPTF, but Mr. Porges reportedly remained firm. 1In
order £0 resolvé the controversy, and_since ample FSO local
currencies were available for the project at the time, the

Bank yielded, so that a resolution proposing the use of FSO
grant funds was presented to the Board, which approved it on
December 12, 1974.

General Counsel's Office at this time would probably again
interpret the SPTF Agreement broadly and construe it as /
permitting the financing of the ECIEL studies, and it is !
equally likely that Mr. Porges and Treasury would not be

FEConD egpy

Buy U.S. Savings Bonds Regularly on th: Payroll Savings Plan

The issue remains unresolved in the sense that the IDB f -
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inclined to espouse now an interpretation inconsistent with
the one they held to firmly a year ago. Last year it appears
AID deliberately deferred to the IDB's own judjment on
whether to use SPTF funds. While I personallvy favor the
broader interpretation given the SPTF Agreement by IDB/GC, I
think it would be a waste of time to try to reopen this

issue with the Bank, which even now would probably prefer to
go to the FSO if it were asked to finance an additional
$365,000 for ECIEL. The AID support described in the PP
seems appropriate.

In conclusion, while we may find it necessary to fight a
battle on the uses of SPTF for technical assistance, ECIEL
does not appear to be the case to start with.

Attachment: Legal Opinion

cc: LA/DR, G. Wein
GC/LA, I. A. Levy

GC/LA,NWilliams:1b:12/8/75
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DEPARTMENT OF STATE

Memorandum of Conversation

DATE: December 19, 1975

SUBJECT:  yge of SPVF to Fund ECIEL-Economics of Education Project

PARTICIPANTS: g Treasnry, Carl Lohmana and LA/DR/EST, Gecald Wein

COPIES TO: 14/pR/EST, . Applegate, LA/DR, C. Stockman, C. Weinberg, D. Lion,
W. Feldman. :A/MRSD, P. Lansdale, LA/GC, NWilliams

1. In response to My request, Mr. Lohmanu checked with various officials within
the U.S, Treasury to determine their views on Mr. Kleine's suggestion that the
SPIT be used to provide $365,000 for the subject activity. These funds would be
in lieu of an A.I.D. contribution of that amount. ’

2. Mr. Lohmaun renorted that neither Mr. Pushacll nor the Treasury's 1awyer$

$aw any reason to reverse their previous position that this project is not
appropriate given the present SPTF Agreement. Mr. Lohman further iludicated that
on the basis of his conversations he felt that Treasury would probably not obtiect
to amending the SPTF Agreement so that the project would be appropriate. Lehimnan
noted, however, -that Mr, Porgis may personally object to  the use of SPTF to
support this ECIEL activity as he did in the past. If this happens, the fact
that Porgis did agree to the 7DB ~roviding $740,000 from FSO should strengthen
A.I.D.'s position.

Lomment: An amendment (protocol) to the SPTF Agreement could be drawn up
specifically for the ECIEL activity, or FCIEL could be included in a broad
amendment to be drawn up by the L.A. Bureau's SPTF task force. Timing is of
major concern in reviewing our optious. Other donors mnade their cowmitments to
ECIEL more than a year ago, and the studies have been initiated using the
support from other donors and from ECTEL mimber institutions. The other donors
are likely to share ECIFL's concern about further delays. The Ford Foundation
representative has already voiced his concern.

rOAM ”
s-ar  DS-1254



MEMORANDUM OF CONVERSATION, continued

ECIEL has also recently requested that the IDE finance other studies
thua. are planned for next year. If SPIT is used for the education studies,
it is likely that it would also be used to finance any IDB participation in
those studies.

A completed protocol and Treasury's acceptance (acquiescence) thereto
are of no use if the IDB is nmot also agreeable to using SPTF to provide
$365,000 to ECIEL. The next step should therefore be to determine whether
the IDB will agree. Phoebe Lansdale suggestS that this might best be done

informally by having Mr. Kleine call Mr. Sternfeld.

LA/DR/EST,GWeinjog;12/19 //;//
Clearance:LA/DR,C.Stockman /s/

-2~ UNCLASSIFIED



LA/MRED, Mr., Edward Marascuilo December 22,.1975 -

LA/DR, Donox Lion

SPTF Financing for "ECIEL - Lconomics of Education Rescarch'
1

1. As you may know, Mr. Kleine has directed that we investigate the
posoibility of uoing the SPIF to provide $365,0C00 for the subject
project, We have already lecarmed (cce attacued memcom) that the

U.S. Treasury will object to this proposal under the S2TT Agreoment

ag that Aprecement i3 now fovmulated., The Tweasury's objection is
legal rather than technical. The Treasury would apparcatly not object
to an amendment (protocol) to the Agreomeat which would broaden the
definition of acceptable projects so that this ECIEL activity would
qualifty.

2. DBeinre wmalking a decision, M. Kleine will want to have our views
on the desirability of pwroceeding with a protocol to the SPIT

creement, TA/DR is concerncd that waiting for the SPTF tasi force
‘to present and get approval on a broad ameadment may take longer than
this projcct should be delayed. It would be helpful if you would
clve us your most realistic cstimate of the timing of the anticipated
"broad" amendment and the desirabilicy, feasibility and timing
requirements of Immediately suumittiag a "specific! protocol to
pecmit SPTIT funding of this pwroject.

q-
%
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ACTION MEMORANDUM iﬁ?L\SE ASSISTANT ADMINISTRATOR (LA
'///: y]
From: LA/DR, Donor M. Lion

Subject: Funding of ECIEL Project - Economics of Education

Problem: On December 11, 1975 you directed that we endeavor

to use the SPTF in lieu of AID funds to provide $365,000 to

the ECIEL project. The purpose of this memorandum is to inform
you of the outcome of our inquiries and to recommend action to
be taken.

Discussion: In late 1974 the U.S. Treasury strongly objected
to the use of SPTF funds to finance the I.D.B.'s $790,000
contribution to this project. I.D.B. eventually used FSO to
provide its contribution. The Treasury's position was based
upon a legal interpretation which is included as TAB A.

Treasury's acquiescence would be required if the additional
$365,000 were to come from the SPTF. We have learned that the
Treasury continues to believe that the ECIEL project is not
consistent with SPTT Agreement. The Treasury would not object
to the project if suitable changes were first made in the SPTF
Agreement. (TAB B),

At my-request, Ed Marasciulo, Chairman of the Working Group
studying the future of the SPTF, and some of its members ad-
dressed themselves to the feasibility of amending the SPTF
Agreement for the specific purpose of satisfying Treasury's
concerns regarding SPTT funding of this project. The group
feels that it would be inappropriate to pursue protocols justi~-
fied in terms of specific projects at this time, when it is
becoming increasingly likely that the US will want to seek
broader revisions in the purposes of the SPTF. Following com-
pletion of an options paper this month and your review of it,
and subsequent discussions with various LA missions and the
I.D.B., the Working Group expects that we will be ready to
initiate the process of obtaining USG approval and negotiation
of such broader revisions. These could take form of one pro-
tocol to the SPTF Agreement in the first half of this year.
The Working Group believes that the protocol clearly could
permlt SPTF funding of projects like ECIEL thereafter.

However, amending the SPTF Agreement might not be sufficient
to ensure SPTF financing for this activity. Despite I.D.B.'s
strong support for the project, we cannot be certain that its
Board of Directors will approve a second "dollop" of funding.



There would be scme additional delay in I.D.B. management
processing and Executive Director approval of the request.

These delays are important because actual work on the ECIFL
education studies began about a year ago using the participating
ECIEL institution funds and contributions by the other partici-
pating donors. Both ECIEL and the other donor agencies have
expressed their serious concern about further delays in obtain-
ing the remaining funding required for the project.

Recommendation: In view of these'facts, I recommend that you
approve A.I.D. dollar financing for the prolect as proposed,
but with the condition that every effort be made to substitute
SPTF funds if the anticipated protocol is' approved so that the
A.I.D. input could be commensurately reduced. This course of
action would permit us to move ahead now on the project and
also to continue to work toward using the SPTF to the extent
feasible. The minimum outlay of AID funds would probably be
$60,000, the initial amount planned for disbursement in FY 1976
and the Interim Quarter.

APPROVED: Li{xf\\

DISAPPROVED: i
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DATE:




