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PREFACE
 

At the Twentieth ECIEL seminar held in San Jos6, 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 sixtecn Latin American countrie.;, is attached.) Several 

preliminary working papers were pre;ented at that seminar and it was agreed
 

to explore the 
field further :ith the view of preparing a project proposal.
 

A working group was appointed consisting of the following persons: 
 Adolfo
 

Canitrot (Instituto Torcato Di Tulla, Argentina), Claudio Ca;tro (Planning
 

Ministry, Brazil) , Adolfo Fig;ueroa (Cent-ro de invu.tigaciones Socia cs, 

Econ6micas, Polfticas y Antropl~gica. , CathveIi lt: ivcr.;ity of Peru), 

Alejandro Grajal (Centro de Es tudics dci Future de Vcnezucla, Vcne :ela), 

Ernesto Schiefelbein (Regional EmpLoym nt, Prugram for Latin AKcrica and
 

the Caribbean;International Labor Organ:i::ation , ChiIe), and Marcelo
 

Selowsky (International Bank for Recons truction an 
 hIvelop:ent). 

Denisard Alv e (Inust. ituo de Pesquisas :onrmica.s, Universidad do Sao 

Paulo, Brazil) joined the group later. 

The working group met in early Novenber after resources for the 

planning of the project bcame available. With the participation of
 

members of the ECIEL coordination, a number of general research questions 

were outlined; Participating ECIEL institutions Sant additional 
proposal;
 

and reactions 
about the planned project to the ECIEL coordination. 
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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 to the workshop w7hich was attended by most 

members of the originally appointed worlking group, the full ECIEL coordi

nation team and outside consultants. (A list of persons participating in 

the Rio workshop is attached.) On the basis of the discussions at the
 

meeting, 
 a paper was prepared w:hich constituted the framework for the
 

proposed project and was
which presented to all the ECIEL seminar parti

cipants. The research frame.:ork wias reviewed in working meetings and
 

individual sessions with 
staff members of ECIEL institutes cor'-m:itted to
 

participate 
 in the proposed studies. Following the sc::,inar, several ECIEL 

institutes presented to the coordination outlineo, of reearch avenues
 

together with some indications 
of data and resource availabilitics. 

During March 1974, Adolfo Canitrot, Claudio Cazstro and Philip 

Musgrove prepared preliminary drafts proposalsof for ;pecific studies
 

in the project, derived from the 
 previous verks;up discus.sions and from
 

the further reactions received 
 from the partic i:- t 4n1; CT i I n:;t.tUts. 

These drafts were reviewed by the consul taWt 0, att endcd the January 

workshop. artin Carnoy, Richard Eckaus, and Finis ',*elch gave especially 

helpful coments. Their critiques were the basis for revisions by 

Jorge Sanguinetty and a final rew,.:riting by Philip Musgrove of rhe 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 investigate the relations 

between education and the economic and social development of their respective 

countries. Because the subject is so vast, some limitations must be imposed 

before research topics can be defined. "Education" will refer primarily to 

formal schooling, with some attention to apprenticeship and job-related 

training. Thu aspect of "development" to be empha-ia::cd is the level and 

Tnc'ev distri bution is of increasi:; concern indistribution of income. 

the region, as development ceases to .ean simply gro.:th in per cabita 

also the subject of a current ECIE! study.income, and it is 

There are two major links between education and income distribution. 

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

If it does this by m:king them more producctive, it i:acr,:;aIs' s total inume as 

well as affecting its dist ribution. (Education m.y owever simply give 

people access to better-paying jobs, e\ven 	disp]icing other peoplv from them; 

no contribution to ,,velopment.)then there is a distributional effect but 


in certain sectors
To the extent that education meets needs for educated labor 


or industries, it also affects the composition of income and growth. The
 

second link is that higher income3 make it 	easier for people to finance
 

education for themselves or their children.
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If both these mechanisms operate, then education becomes an
 

important 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 is financed has important distributional
 

consequences.
 

It is proposed to investigate these two links separately. One side
 

of the project will 
trent the effects of education in different sectors of
 

the economy. 
The other will consider the educational system itself and
 

the factors determining the amount of education 
received by individuals.
 

This separation permits manageable studies 
to be defined, which in
 

addition to providing information and analyses 
 that may he useful in the
 

formation of public policy, can serve as a basis for later investigatiuns
 

of the varied and complex relations hetween education and dave&D::ent.
 

The first part consists of 
two studie;, whiich can be undertaKn largely 

or entirely with existing information (including data gathered in nrc.' ious 

ECIEL projects). eartly for that reason and partly because of greater
 

conceptual simplicity these two studies can be undertaken jointly by most
 

or all ECIEL instituter co l1laoratin, on te proect. 

(1) Costs and the fna:mcinv of th-. rd=inal. svto. Here the 

object is to liscover what it cost:; 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 gen.orated
 

by the school sy';tem.
 

(2) Determinants of the amount of schoolin; received by people now 

of school age, and of the expenditure on education. 
Here the object is to
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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 project will be treated quite differently. There
 

is a wealth of evidence that education raises income, but little knowledge
 

of the mechanisms involved 
or of their relation to 
other factors. Therefore,
 

three pilot studies will be undertaken, each in one or two countries, to 

explore these questions.
 

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

the importance of education to the acquisition and productivity of employment 

in the modern sector, and the consequences for income distribet ion in that 

sector.
 

(4) Education in the rraditionial ur!ani -ector. Here the object is to 

learn how education affect.s people's ,ntry into thisl sector (by rural - urb'in 

migration) and their exit from it (to et:-plovmunt in the modcrn scor), awell 

as to judge its effect on em.lo:.,:ent and inco-ie dis tribution within tile sector. 

(5)Education in the rural s,-tor. Here the object is to understand 

how education is provided an] oh Lained in rural areas, and how education affects 

employments, incomes, and 1,w propens i' to migrate. 

Each of these pilot stt.dies willI require con;iderable -.thodological 

development and the conduct Of ne'' survv.,; to ohtbain the desired itnfor-ation. 

At a later stage, the findin.s wIll be inaly-'ed to :see how education affect, 

the distribution of income among rectors. 

knother group of studies, which is not described in this proposal buc 

which is of importance for the aspects of development less directly -. 1'Ited 

to income generation and distribution, conerns education and family behavior. 
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It is hoped to analyze in future studies 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 experience in this area. 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 va; presented 

to the ECIEL seminar in Rio de Janeiro in January 1974): nonetheless; Latin 

American work relating education to development is limited. >oreover, -.ost 

exi -'ng studies do not consider the questions which no,- se..i important and to 

which the present proposal is addressed. (Sec the appendk.] g;elected l.at in 

American Bibliography; references to the :;tudiC; '.mOnt i0nd i:1 the text o!" thi; 

proposal, which are more concerned with these rjue.;tionS but which are no.Dt ly 

non-Latin American are appended sep;irately.) 

It should not be surprisin, that the ECIEL institutions have had little, 

if any, opportunity to work in this field. TIhus an important by-product of the 

proposed stud i es Will be a mutuaI Iearn ini, p ru .: .I'd th d(v.,lop.-e e, 

research capacity in Latin America which is e:.:p,-oted to contribute to better 

formulations of policies in Cducat ion and related arean;. 

In all the studies to he underta'en, the object is to add to substantive 

knowledge, to der-ive insights and conclusio.n:; "w.ith implications for policy, 

and, as a byproduct, to use the ECIEI. network Lo spread and strengthen the 

capacity for valuable economic analysis of the region's development needs. 
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ThR Snr-ncif Sf.ijicTs. .Joinr, StdiMes 

I. TEP DETER.T,'ANTS OF SCHOOLING 

Introduction
 

The amount of schooling received by an individual, although af

fected by many non-market factors, 
can be regarded as determined by demand
 

and supply, just as for any other good 
or service. It is, hover, diffi

cult to distinguish demand and supply, unless strong sU:rl'f," a 

tions are made about supply (such as that it is perfectly elastic at a 

given cost). It is analytically much easier to distin:uirh b'tlveen tlose 

determinants originatin- in the househol an ou i 

in the labor market and the educatioal s,,t :: th,. fo. er larely co 

cide with demand, while t-e latter i': den aniyuply"III. cons'c:1a1x 

A second distnct. 2 u is et,'en tah nus., of year's oF sc.wooi- (and 

the type of' schoolhi:) r'eceve- bi:.!an .,:a1, 

spent by hm or by his '2,,V1a tOo r

uniquely elatd to the sch'2:)ling :ce'.'eJ , !caus': of ,": ......nc. 

among tyc, of schools, :nu) f". hac::, ari over tie7. The cost of 

sEChoolin1 in fu' n:. : c::. : '.vl " tiL: .el aS:: tu :." 

educat ion olreadv r.:,c ei, and ,aot.er " te,"::t c of' . ' vua]. 

or household. Thi two vanrablesl d "fer also .*. that sclooling 's a s'ock, 

while expenditures are a 1 ow 

Research Oh.e<'v,,-, '"i 


Years of S-h,-,)I: ' .,ev .i 

The chief quest io, to be s,,red is: what determines the u-ber of 

years of schooling, oltaed by an individual (with seco:vdary emphasis on 

the type of schooling)? For a gruip of people facing essentially the same 



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 memoers, nursber 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 (either spatially or over time), differences in these ccrditions 

must be takern into account. More generally, exterrnal factorS as well as 

household characteristics must be consid~ered. TLe flost io"rtant of these 

are the supply of school,', and the rosnCts ar.i consit:o:; of' - r.ent 

for school-leavers. 'T'he ]at ter influ.±c both "h. cost o' sJcmo" 

' the return to education, ,Ile the 1or;er (suppl ) can e co:Isi:reG toa f

fect only costs. 

Both of these xtr-ou ,h,:effects can ...r cl e analyz, 1, 

time-series data, but it .,'OUld ,e dIfi'cult to ... irat, the ir*a-... -hl. 

. r.
and extra-household e:'fu:., over ",. xcept in"- tU:;,y short-run 

' C."I!,:...: ,,,-,effect of. , .... s in o . c. enz.. i :.t:;. u::r _ 

ment rises, child , , . . i.. . to i , . ":h ]l ,-l, " l,,ay n. ::r It,:n Dr

hcn:;,aold Oun:t " e ' 

high the indIic':-ct costs of taf n :lob .:, ( i:s -',r -,-- -) r .. , 

and the for :n:V Is- aus,- to! e..:.cte.: e.. 

der to help the C, .. e 

demand ciucacie _-iU:'c:'is," 

employment. Simple re.! ,L',Ws can be e >sazed :',Jn aga:e Jata "ctv;een 

economic conditions anJ anrolin:ent r,'te:;, VuLtt' istr 'Xut ic'o:al :I52, on 

schooling recei'.'ud caf i,. L-tt, stuc'cd : fousehold sata are also s 

Time-series .... cn Live (inter-recional,ults by 

inter-national or i:nter-L;i-cup) '.o-ct on :'elr: . ions. 
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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 extens'on et the analysis i: desirable,
 

but is costly to undertake 
 anj may, when .a.y variables are con2.:'dered to

gether, be difficult to inter:'et. A szil.ar a -;,:,..is d'scu:scd below. 

Given information about the individu,:il an! th, hcuseholu and the rele

vant factors, the asic objective can be jut in t., slightly diffet'ent formis: 

(1) to explain thn Echool ing of an MIdMidu, aW; (2) to discriminate ama:,s,' 

individuals .',it.h !U'.rent .:,i.: of sAMW:'n at .w sa:m;e n,'e (Wn order to 

remove psurely inc.t):'-:-enr: t .1 e::;: The f-rst requir:c ,ultivnria'e 

regression, usinr 2 the depen-,i.*:-,t variable childre:'a years of schooling, 

or the years def']:tOs by ne, or the educational "def'icit" (cxpcted less 

actual schoollg, given age) , or a sitila,.... measure .in the endent 

variables, one must choose ilated r.eaLu:,s of inctrr and f hupholld siCe: 

whether totnl into.:.. per capita, or incure pqr adult equivalent Konsumer is 

appropiate, for uxar.ple, ant other explnanatory variables. 'o the extet 

that parents educ:,'.e their chi.ren in or:,r to ran. cc thei r " u-.!t y" 

and usefuln2s, Lubcti :ution occur.. bet,.ei the rnu: b r of child:en and ther 

quality, includin their education, at a given income. It may also Le impor.. 



13
 

tant to take account of age differences among children in a houselold.
 

Given very imperfect capital markets for financing private educational ex

peiditure, 
a family's ability to 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 household observations
 

are grouped for analysis, with the groups distinguished b, ddfferent supply
 

or labor market conditions. 
Appropriate independent variables must be con

structed to measure supply, using information obtained from the school sys

tem.
 

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 (corretig for transitory effects 

in the observed income, which are likely to be large in short-V~riod data), 

and the income expectations which a family has for its children. Both can 

be estimated (by regression analysis) from the ob::erved data for all house

holds together, although there are some difficult qsethctoiogica!questions 

to resolve in doing so. In particula:, to judge the i:ie :x ''hi ,ha 

expects for its children as a result of their edut'at on, amupions r:.usl 
be made about the horizon employed (whether lifetite earnings or initial 

out-of-school income) and about the dependence of such e::ectations on the 

careers of parents and on chauges over time in the econ:c;ny. The ECIEL study 

on wage determination (ECIEL, 197h ) in a source of estimates of threshold 

education levels "required" for p3rticular occuticns ad i'co.es, and thus 

of expectations. (A]thoigh the exR,.gcta .ion nay be inaccurate because muca

tional requirmem,.'nLs chane with thtu Iupply of ('iucated copie, familes ray 

not take account of these chanCes.) 

The second approach - discriminating among, pe.ople 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, complete a particular level of schooIIng. 

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. In addition to comparisbns of mean family Inccce, ccM

parisons should also be made of the distribution of income for differcnt 

schooling levels, to see whether only the lowi end of the distribut c.n or 

whether the entire curve is shifted, fran one level of schoolLnL to ,:other. 

It should also be possible to examine, using school records, the C'1-".--luon 

of intelligence (as measured by some standard test) of those : "L;1. 


different levels of age or schooling. Provided incoc.ne cr ztu., c:.: ai,

be known, this would show, whether ability has any in'ie ..... ". 

child's staying in school. 

Expenditure on Education 

Because educational expenditure and schooling recca-'eI are :r :.,'Iv 

though not uniquely, associated, many of the variables .: :.:... !'-r 

can be expected also to influence the former. Nonetheless 1t ! '
 

to distinguish the two questions, so as to tell ho:.- .. ;. . '. .... 

costs of education are in determining the decision to r,:........ - .
 

leave. It can also be seen whether these costs (ezy...u:':) :." .. 

atically for different groups (defined by location, .:..: " ' 

in the population. Only household budget data are .u..! :. .. 

analysis. Multivariate regression is an appropriate ", -.. 

' ' problems of choosing dependent and indecpendcnt !" I - , - "

' 
ing the years of schooling received. It is r.artcuL t ' 

with expenditure per child, perhlap, also adjusted for '. ' 

http:incoc.ne
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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 shoving how the decision to spend on education is related to the
 

other expenditures of the household. 
 The latter can be analyzed by construc

ting a multi-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 could afterparameters be made 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 lowi-income families the price of food is an important deter!nnant of
 

educational expenditure, for example. The only other ,';ay 
 to menasure pri;:.ce
 

responses Is by analyziing Lrouted .t1, pr"ceo or
d where -,up)!y con'd tu of
 

education are homogeneou, within 
a group an:J ,.ary arnorg gr.cups: gogfr a hc 

regions might be suitable f'or Luch an ls i; SyC: tIe [ et timo ton may also 

yield estimates of' threshiold cnendi'w levels on educat ion. Alternatively, 

direct estimates of such thmrcshod.;, nmiht be co:ruted frc:nexo, enous n.rce
 

information and fram est rtaLes 
 of" the 1..ys cal miniItm r'quir.::.euts of a 

household for sendin' childrren to scho'o (,i.udiuj1- adecuate clothing an: 

nutrition as well as the cot ol' bock:-: and :mtera:a a:d scool trans::t). 

Another question to be investigatd ,"th incc:.e and expn.m ture c:,ta is 

whether labor force narticiration ar):enrs to be affected by the decisiou to 

spend on education. Paronts may be more lil:ely to -rork, or to hold ;;ultiple 

emplo.mnents, in ordici to keecp clhi irern or some.in school; chi]h!rcn in a 

family may be more likely to work in order to finance ;.he eduction of' siblincs. 

http:pri;:.ce


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 samples and several
 

other sources, provide the latter information but are restricted in size and
 

coverage. In all countries, a mass of comparable demographic/educational 

data is available for the major urban centers; in some cases there are com

parable rural or country-w.ide household surveys. In practice, it may be de

sirable 
to make joint use of census and household data. The household data 

may also be used to determine which characteristics available in census caLa 

are most related to the nonavailable variables, and the census cats can be 
used to judge the represenativity of the household samples, particulaly f'o 

higher levels of education. 

The currently available data should be adequate for studying the deter

minants of primary and secondary schooling. One limitation of survey, data is 

-that they do not always indicat, ' hther a o: " cu., a''.:. ,.l 

so it is not ceruain when his education -.as rccei.eJ or hr ' it is relateJ to 

current household variables. Another is that inforna' timon often refers on!,, 

to children living at home. This limitation may be sericmus for children; of 

university age, but is insignifica,"., children (Inforna.ion on 

dren in boarding school can usually be outained) 

Cross-section data can bo used to show time profilves, in two ways. The 

simpler is to compare surveys taken at different tines, such as the 1960 and 

1970 censuses. The other is to stratify the pot l at lO'i b:,, age, and nee whetter 

the relations exmined are difft'i' rnt for di fferent afe groups ar'd thus; are pre

sumably sh ifting over time. For cucatiolol Policy, it is important to 

http:rccei.eJ
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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 which determined the
 

schooling of their parents' generation. The chief limitation on strati

fication (whether by age or by other characteristics such as household
 

size or the attributes of the parents) 
 is the small size of the household 

samples.
 

The other data sources of interest here are school records of age,
 

schooling level, and 
some measure of intelligence or ability, together with
 

indications of household inca-e 
or status; regional and/or timb-series in

formation on unemoloyment by age and schooling level; and regional and t:e

series information about the supply of schooling (physical availability ard 
price) generated by the school system. 
The intention throughouL is to use 

primarily existing informa.:cn rather than to underLake new surveys. 

A Note on Prev.rous -:,',' i., ions 

The importance of understanding ha.,;' households assign resources to
 

education is emphasized by Ed-,;ards and ToJaro 
 (1973). The i.portance of the 

price (or cost) of schoolini: is noted by Campbell and Siegel (1967). Other 

studies using a(,Ce-,te cr'oas-:ection or tire-:eri. s data in h U. S. an 

Canada - Galper and Dunn (lrI9), Creal. (1973), Gut,:.n and P'I t, (1975), 

De Prano and Nugent (l 9 6') - indicate the weight of external factors, rarti

cularly of costs and une:plowtent, or of thr "profitabilji.y" or rate of re

turn exlxcted from additional education. Some of the difficulties of es

timating such a rate are noteJ by Carnoy (1973, pp.L2.) and Eckaus (1975). 

Further evidence iyrortance of -upply priec-eameson the .... from ch 

The connection beLween these factors ald privaLu d:cI and for e-ducation -Ili 

particular, the rcason -,-'hy deand may consistently .exceed hot.h educational 

supply and the demand for ecucotei labor - is disicssed by Edwards arid 
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Todaro (1973, 1974) and treated in detail by Carney (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 Gii±.Ls (1973) and Hanscii et al. (1970) suggest 

that family background is very important in determining the income associ

ated with a given level of education. Intb-lligence or ability appears 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 future benefit, is treated by Willis (1973), 

De Tray (1973) and Becker and Lev.'is (1973); these analyses emphasize the re

lation between number of children and their "quality", including ecucation. 

They also stress the complexity of household decisions and the inportance 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-incc:e 

countries. Some evidence for less-develoneld countries is assembled and 

analyzed by Carney (1973), an, a short biblic,-raphy is proviied by 

Schiefelbein (197h) for Latin America. There is not yet, h,'.vever, a system

atic set of answers to the questions poseci here: sorie are treated in the 

studies of Drysdale (1972), Selovsky (196) and Carnoy (1972). 
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TT nr'AOrP T'TMAMTMC-. rt1T hTTr'ATTt.M 

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 rela

tion 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 distribu

tional consequences about which very little is kn.n. 

Because education, or schooling, is not a hamogeneous good, there is
 

some difficulty in measuring the output of the educational system. Two
 

approaches will be foll,'wed to quantify the product %,,hose costs are to be
 

studied. One is to count the number of graduates from a given level of
 

education, 
 per entrm:it to that level, takIr no a.c.cun of tf121c:crI
 

quality either 
among students or in the schooling they receive. This pro

cedure is 
 easy to apply (since the necessary data are readily available) 

Moreover, it may be the measure of output v.-hich "- ip'citly used by the
 

labor market in ovalunt 
 ... ' t all peonle .ith 

level being considered equal. The scond r, - Ic a""UreIs t 311_

tion by an index of qualit, ,3tandnr,*. testsbased on 2 ud of aciieve..ent. 

Some of the difficulties of thls procec.dure are CiscuOL:eJ later. 

Given a measure of the pro,.uction of schooling at each of several 

levels (primary, secondary, university or voctional), 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 howiwell 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 educational inputs or the entering Etudents them

selves; or w.hether they simply indicate variations in efficiency of re

source use. There is ccnsiderable debate over 
this issue in the United 

States (Coleman, 1966; Jencks, 1572), and a gocJ deal of evidence has been 
gathered to sugecstth rnsir:r- costs or inruts need not go:neral!y resuit 

in greater output. The estimation of such rolati-=os must take accou.nt cf
 

differences among students wh n they enter the 
 school, as in the stuiies 

by Bowles (1970) and L;ow;es an Lev.*n (!96a 

It must be noted that in attempting in this way to measure the effi

ciency of the educationak system, or to expD~u.t1 cost variations, refer-ence 

is made only to what the systern! is nctually tr'ing to pro-uce (f',hich:'e

quires some anal:, is to asc"'hta ). 7Le study is not int{ncd to ans;',er the 

much more difficult ,uest ions of what thie syste:?., crJft to be pro-1, -or 
of its efficiency in meetLn the noes of socty and the economy (Carnoy, 

1973:22). It may serve as a i s fo-, but it :: not "ntc.l,.ed to be. an 

analysis of the .".nr trategy of investment in education (.irr..5ons. 1975). 

Nonetheless, the narrcerc.vept of effic-incy is impcrt.ant to study, be

cause of the ccnsiderab] ., scattered evidence of inefficiency, or at leasL 

http:ntc.l,.ed
http:expD~u.t1
http:accou.nt
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of great vwriations 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 schooling, salaries, time devoted to teaching, etc.),
 

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
 

background 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 students in each, or
 

aggregate characteristics 
 of the region served by each sch-ool) or among in

dividual students (pooling observations over a sample of schools). a I'+" 


of input to one level of education may be measured, in part, by quali y of
 

output at the preceding stage.
 

The basic questions are 
also related to the distribution of the cost

burden of the educational system. In this respect it is particularly inpor

tant that throu.-irhou; Lati: ':er ca the share of, c,,-' ,, ("x

cluding foregone inco)me) borne by the mu l sector e:.s to ri,0 th t!e 

schooling level. Uaiversi;y educatinc may h.ave almost no dj.rec, cost to the 

student, while secondary schooling is ve T,:.r.,,:' h, distr'bu-o. of 

schooling thus includesa l awe clemen,, of .- b 'd:' to . u.nz c.,-frm high

income families. Poorer students carnot ta'-e advar. ta;e of the subsidyec 

there is no capital market for secor-,-;2y 

being inequitable, this arang.-,men., b.- ineffici-et as a ra"o,!ng dev-v 

(Selowcky, 1973). Within a n level 

financ::g their . educuti.... sido 

of schooling, there may be distribu



22 

tional inequities between urban and rural areas, among regions, c: among
 

ethnic groups. Such inequities will arise even if there are no differences
 

in the direct costs to studeis, 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 'ees) are financed also has significant distributional con

sequences. To study these in detail would require "assessing the incidence cf
 

the various taxes from which educational expenditures are met, as 'ell as
 

assumptions about the share of each of those taxes in meeting total costs.
 

The available estimates are not very satisfactory for thils purpo.e (Bird 

and DeWulf, 1973) so that this aspect of the study probably cannot go be

' 
yond description of the sources of revenue. Scne a ....... ay be pos

sible of the redistributive effects a,,:, rc ' on, pa:'ti :.a:']y ',h educa

tion is financed par-Lly from nacional and iartly from pro.'inclla_ o: muni

cipal sources. 

To answer the four questions on which the analysi. is based, most of 

the data needed call be provided by the school system. Certain probl,,s none

thele2ss d . ".'e c,,, * I " l t ' uea ,:'_., ' ' : :. :

tioned. When :;easure: o" q 1...1are a',a labl (v'it anoftansar'ec y not .... 

country or ac:oni cc'.tr ics) , ne.:-e cn:a",.op research vll be to wake 

the diffcren t stanc:os u:,2J . on qualC, o: .nter4' 5 information othe 

may not be availabl_, requirin that aa ,.,a.. l.....m2ter bst 

veys of students in a .'pre.euat>,'e . of 3. n ....... 

of course needed to est mate the icdr.c:. ,-osts of att,'nin,7 school, in .!nore 

foregone; such estimates hr' drawn ex:ist inz and thecan fr'om7 1tud3ea from 

study of schooling (iCtti'rnnt:. Even th- l'ormoa ion on costs endogenous to 

to the school system, pg:rticu'Ar'y capite2 oosts, nay require r.v'sion or 
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exogenous verification. Bookkeeping practices do not necessarily reflect
 

true economic costs (Castro, 1974a).
 

Tb study can probably draw on a great deal of published or readily
 

available information to answer the simpler questions about costs and finai

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 outputs
 

(Selovsky, 1973: 
48-49) and the associated needs for information. Detailed
 

studies of cost and financing are very few in nmber in Latin America
 

(Barkin, 1971; Mufioz, 1967) and still rarely are the immore distributive 

plications analyzed with consideration of the sources of finance (Jallade, 

1973a, 1973b).
 

This study may be expecLed to have imnplicat Icns for educa'ional policy 

(apart frcm possible ifmpli .at:onz for policy in oiler scctorL:) in two re

spects. The first is to indicate inefficiencies in the use of educational 

resources, and ways in which costs migh!, be z duz:U without sci fic ing 

educational output in quantity or qual ity. The is1condto ucontify in

equities in the na'.vIsic, of "cholin-, a.iJ t.h<.r a 0''. to Ler,;eas' 

chanes in the ",,v educa -t"i urs c~ei 0ne n."r.L:ia! of ti.*, -oz't is to 

raise tuition to cover the direct costs o.' hij'h,.r <,ducat on, nn:i at the 

same time to -introduce ]ons'twhiA. wc,) allo" K,'a-'nccen stu 'nts access 

to such schooling (Selo I('J,' 7)-(,2 . Other possi73: J.h1ia,', 197') 

bilities involve char.cs in those eleseats of cos-, direct or indirect, 

which have the greatcsL dI;tributional [itact. 



Tihe LSil uditto 

The question of what effects education has on development is
 

inherently more complex than the questions 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 intended 

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 educational requiremcnts. 

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 effect 

supposes that income is deteri ined bv edurtion, which is a. form of 

capital (Becker, 1964; SchUt l', 1.964; Blaug, 1970). The distribution 

of income is related to the distribution of schooling, hut it is not 

clear, without much further study, how thiS depends either on the 

occupational sfructure or on the supply people with differentof levels 

of schooling The incorporation of these factors into such models is 

only beginning (Thias and C;.acnoy, 1972). 
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At this point, neither approach is entirely satisfactory, 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 educatinii
 

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, 1.974 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 education but between 

education and other types of capit.al (Carnoy, 1973), leading to 

the growth of unemployment among the educated (Edards and Todaro, 

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

Past research in Latin America and elsewhere demonstrates that the effect 

of education is to a large extent a matter of how labor markets operate. 

Investigation of this rubject is only beginnirs, ro that dcspite ;i grtsat dc.hl 

of literature about educarion, we know very little of exactly how it is lelated 

to the probability of elnp!o','Ment; to the type or typL'S of work an indivirual 

performs; to mobility with in occupat ions and aIMng t:11C.71; an! to prodtictivity. 

http:t:11C.71
http:capit.al


26
 

a'iO . L aL: ly ._ Y . J . . . We vf euw 

and therefore whiTch types of education or training, are significant for
 

these relations.
 

This group of questions :is the focus of this part of the ECIEL project. 

It is split into three sectoral studies because we 
expect that education does not
 

have identical, or e'ven similar, effects in all sectors of the economy 

if only because they are characterized by quite different lab(r 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 to obtain some new information 

by surveys. Each study will begin by reviewing the information and analyses 

which are already 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 now 

education is related to inter-sectoral income distribution and development.
 

The object, in each case, is two-fold. One is to ex-tend the under

standing of how education interacts with other eclunents in each sector to 

generate and distribute inco:ie . The other i ; to identifv im-)l icn tion3 fo." 

public policy with respect to education, or with -'E;iect to . mrket:s,ar 

investment regimes, lind tenure and other features which may he significant. 
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III. THE MODERN SECTOR 

This sector is defined as consistihg of relatively large, highly
 

capitalized firms concentrated in urban 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, vocational or
 

technical schooling, and organized on-the-job training.
 

With regard to present jobs, three questions are i.9portant:
 

(1) Ha': far are educational requirements actually set by the nature 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' e::ess or 

"unrequireed" education armiong those employe. consdering only labor nrk>.-, 

"needs". 

(2) How does education interact with ability or intelligence ac.J with 

other features of the individual worker to dctermine.h's job, work rattern 

and income? This is a further way of estimating the n, cesit,' of eation 

and of seeing what it ccntribute;, beyond the ot!,tr fac:ors.
 

(3) How fa.r are the different kinds of educat:on .l.ubstiltutes for .,'t

cular jobs or levels of skill (Castro, 1974c)? This, together with estimates 

of educational costs f.o!ij Part IT, provides data on the cost of providing a 

particular skill or .job capacity in different ways. 

With regard to ocupational history, the chief qucstion is h:-l educa

tion affecus an individual's prob~ability of employrmen., his mobility among 

jobs and his advanccueneit in terms of inccme. Such lnfor;:ation, i" obtained 

for the recent past for thu sa,,e indviduols, will conplernt cro -zection 
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analysis, and may allow relations to be established between their occupa

tional experience and changes 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, capitalization, rate of groath, techniques, 

hiring practices) of individual firms, and their investment in on-the-job
 

training (Mlincer, 1962); 

(3) expert consensus, among training personnel and employers, on job
 

requirements and their relation to characteristics of work; and 

(4) current characteristics, occupational histories, and job evalua

tions of individual ,orkers (including their ow.n estimates of educational 

needs and substitutability in their jobs). 

The kinds of info2iration soujht include some releva.:t to manprc,;er anal

ysis as well as some relevant to rate of return estination, and ,%-ill h.. taken 

at several levels of aggregation. Data under (1) are reaily available; (3) 

may be available, or can be obtained by c nsultation w%,ith :ployers :nc 

students of labor markets; () and (r,) will ,. availnble . 

in different i.dustr-.. 1copletecountries and A anal ':: ,,'ill requirene, 

workplace surveys, to collect inforriation on both the fI_m and the "ivdual 

workers. The data collection can Trxc s include shCIort in.tel.igence tests 

as well as intervie',,.,s, so that the effects of Intelligence or ab:litv and 

education can be distinuished. 

Such a survey, covering perhumps ten to thirty firms and a sample of 

perhaps five to ten thousand workers, will be the key elc:ment itn ansvw-erini. 

the questions relevan' to this sector. This is Probablyyhe only ,.11Yto 

combine substantial cross-section data with historical information on lndi
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viduals. 
At the level of the firm and of specific jobs, comparison will be 

made to the ECIEL study of wage and salary structures (ECIEL, 1974) '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 URBAN TPADITIOUAL SECTOR 

The urban traditional sector consists of the self-employed and of wor

kers in a variety of small-scale, not highly capitalized, enterprises in
 

urban areas. The labor market in this 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 between education and income distribution
 

because it occupies a middle position between the other two sectors. T.fost
 

immigrants to urban areas initially find work here (although a few gec
 

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

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

recruited from the children of workers already in that sector). The:'efre 

education probably acts both to pull people inca this sector, aonq to hela :rhem 

to leave it for more stable and better-iayi,:ng jo. It may also act to 

raise the incomes of those who stay in the tradi!ional ,oetr. If the labo: 

market rewards individual productivity and i: con:!p itivc, there is a presump

tion that in that case educatior r-aises produeti,'t anc does nat act s-'mply 

as a screening device for' joh',(c l : , ' 2't. t31 ni1le-:" .ay in eo!. 

sector) . These are the :uid'ing .h. .... Of the invest 4Cat o:i.' 


The questions to soudy then are: 

(1) How does an individual's education affect his mobility into, through, 

and out of the traditional sector?
 

(2) How does education affect the type ot' employmcnt and the inctne of 

those who do not leave?
 

(3) Is the schooling of children associated either %;iLh their parents' 

having migrated or with their having some work experience in the mcodern sector? 
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(This touches on the study of determinants of schooling, Part I, but 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 popuilation. 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
 

employmens. It is necessary, as in the rural sector, to take the household
 

as the uDit of observation, and then to create a sample corresponding the 

traditional sector on the basis of employment of the household head. The 

sample can be drawn primarily from areas of a city in which moEst Feope are 

knamn to have "traditional" emplor,.r.ts: there is a considerable base of 

information and previous studies ahcu- such "barriadas", "'illar", or 

"favelas", or the so-called "marginal population". It will also be iosible 

to draw on previous cross-section information such as ce:nsuses and city-wide 

household samples, includ.ng the ECiEL buci-et surveys (EC1EL, 1975). A 

sample of about 1,000 households, includir ?,C:O0 to 3,CDO er:o,.. v 

duals will be conducted, probably proport.ionally to the est:::aJ ropulation 

of the sector.
 

The principal problems w:ic this approach are those of sazple bias, 

particularly because of people's self-selection int.o or oru t of the sector. 

The biases can be at least partly offset by linkinc., this study to city-Nide 

survey information and to the relations which ce,, rge from tlhe analysis of 

the other There are also tie liouseiold suvey 'uaCh,sectors. advactares ;C 

particularly Lhe opportunity to compare current characterisics a : occuTa

tional histories among members of a household, vho may be employc :r, dLf

http:includ.ng
http:emplor,.r.ts
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ferent sectors. The unemployed are also included.
 

Movements of individuals between sectors are of particular interest to
 

study because past experience in a modern 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 experience
 

may be a substitute for education. It will probably not be possible in this
 

study to control also for the effects of ability or intelligcnce.
 

The principal policy issue to ,0,hich this investigation is relevant, is
 

how far education raises the productivity or standard of living of people in
 

the traditional sector. Education is individually desirable, but not 

socially valuable, if it serves mainly to select individuals for the cmall 

number of modern sector jobs, but does not of itself crente new empoyrnt 

in that sector. It is more valuable if it openls eplo,-e:, or raises Dro

ductivity in a sector which does not also use large mcunts of capital. 
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V. TF., RUFUAL S_C7OR
 

The role of education is studied separately in the rural sector, in
 

part because in several res-pets that sector is more complex than the urban
 

part of the economy. Since these differences shape the kind of investiga

tion proposed, they are first briefly described. They apply particularly to 

areas characterized by numerous small farm.s. Plantation agriculture with 

hired, landless labor much more resembles the urbaD odern sector. 

(1) Labor in rural areas can take at least three significantly dif

ferent forms: work on one's o'.wn (household) farm; hired work on another farm; 

and non-agricultural labor, often in small to'.'ns. 

(2) Lando;,ners are entrepreneurs who i..ust make production decisions, 

and they may be much more nuerous In rural areas than enti-epreneurs 

,(ow;ners of capital) are in cities. yosslihlit"_e: a', af!'heir asoduction 

fected by the size of their holdings. This feature, tcqgether ci th the fact 

that some people do not ow,;n any land, mean. that the land tenure arrargcmert 

may fundamentally influence the effect tha- educae.no "atcan have Cn work 

terns, productivity and incomne. In .articular, eciucato :may acqt 'n; people 

v.ith choices ,h'ch, because2 tthe, . :'-nno ]m, . 'i"a' 


practice. 

(3) Choices of technique (introduction of different crops, seeds, fer

tilizers, machinery) mvst be made by a great many producers. The .a ne:y of 

these techniques and the choice of which to use wi!! beo.e infliue-ed by ex

tension services, which ai'e themselves a form of' srecializci education. 

(4) In addition to the different kinds of labor, and the pozscbility of 

unemploymment, an individual or- household I.as the choice of migra:ion. 

(People could, but seldo:n do, '::atc fro:: url-an to rural areas; most migr'a

tion is always toward a more ccucely popu!e;d place.) 

http:educae.no
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(5) Agricultural labor ic usually very seasonal, and rural incomes de

pend both 
on such labor and on the demand for off-season. non-farm labor.
 

For these reasons, the sttudy of education in rural areas is devotel pri

marily to three basic questions, each of which leads to some subsidiary
 

questions:
 

(1) Hfow does education affect the propensity of individuals and households 

to migrate? (Bowman and Meyers, 1967; Sjastaad, 1962). Does more education 

make migration more, or less, likely? How does the effect of edu2ation on 

migration depend on land tenure and 
on the local labor market?
 

(2) How does education affect the typre 
of work an inciividual performs
 

(own farm, hired farm labor, non-farm labor) and the pattern of that 
work
 

throughout the year? (Erownstein, 1972). 
 i'o:- hired labor, arrirlultural or
 

not, hc.,v does educa-,ion affect nr.'!esn rccme? Are 
 there dif'ferences In
 

this respect between farm and non-farm ','ork?
 

(3) How does education affect production techniqucs, Cutput, and income 

.or profit for families v'orking their own lani? Arc there stale ,iifferemee
 

in inputs 
or outpuLs among far;ro's witth different levels of Uduca, ion? Are 

there dlfferences iri Th. __"..._ : aee ; ,c, c f'',,.. .e 

fect of' education derend on the Size of la:.Jhald n-? Da;!f eucat.o, affect 

income distribution (Gotsch, 1972) because of its relation to teclnical 

change?
 

The best, if not the only, focus of observation for these questions is 

the household. Thus household survey data are necessary, and will be col

lected by interviewing a fairly large riurber of hcuscholds, probibly between 

500 and 1,000 in each of a few (not more t.han three) rural areas ir,a countr.,'. 

Stratified samples will be taken of hou;.;holis in diffcent lIndholding 



35 

classes. Where possible, data will be collected from the household con

cerning family members who have migrated out of the area.
 

The areas selected for new data collection will be ones about which 

some information is available from the study of the cost and financing of 

education (Part II) so that account can be taken of the supply of schooling. 

If such an area eannot be 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 t.Pes of employ

ment available; in other respects, it should be as homogeneous as possible. 

Existing data from censuses, school records, cadasLral surveys and other 

sources will be reviewed befor'c the new survey is u.. ..rtker. 

The complexity of the relations to be studied, the costs of survey 

work in rural areas, and the number of variables ,%.hich might be i,.ortant 

but which will be imnposs.ble to stuy....... .... c.t,.... of th.... ,, ; pr, 

posal (soil fertility, product an- fact'. prices, charace st. o faut 

who have left the area) requ ire that tie Ettud, re I2:U2US nm object*.Cs. 

Nonetheless it should be possible to gain a great deal of 1nfo;::atlori.in 

addition to i~s value for undci-standin ' the rolI educto:: . a -Uf1rl -

"ting, the study should yield im.plicat ionsor' p p"l "r.... f 

follua.ing questions, about hich little is kn.-,n at present. 

(1) Is education l ikly to wake lain!! reform es icr, or !c:: difficult in 

terms of lost product ion? Con!vrsely, Jo current land tenure --', .,'rn 

vent individuals and society frcm bene.fit. .,a fully.' frcm tie ,esmen; n 

education? - that is, would lnzd reform ;nai-:e educa'to: . more v:Uhble? 

(2) Hov neccssary is ucucat-Cn for the adopt_1:, of techn cI l -hangu 

in agriculture? Is education a comp'-n1rit or a substitute for- extension 
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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 wil the effects appear only in non-farm labor
 

markets?
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INTEGPATTOH OF T117 STUDIES 

Each of the three pilot studies will provide information on hoy edu

cation affects the level and distribution of income within a given sector of 

the economy. 
These studies will also give some indicati.L 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-wdi-e distribution of income, it will
 

then be necessary to integrate the results of the three studies. 
 Since these
 

studies may be undertaken in different countries, this integra:ion must ab

stract so far as possible from the charac.teris-,.ics of the razticular countr cs. 

The object is to uriderstanj soe general fuarures of the way inco:me is genera

ted and distributec, so as to be able to provide an'wrs to quest ions aucht 

as the follcing: 

(1) Does education in the rural sector raise there toincomes relative 

.the rest of the economy, or does it, by promoting migratiori, actually retard 

development in rural areas? 

(2) Does educ2tior, :'a-o h:e inco.mes o:' thore *,''l -. t 

sector, or is it of value to reople in tiiat sector only in so far as it 

enables them to find employ-r.ent in the mo]-rn sector? 

(3) Does more education, in each sector and in the economy. as a -hole, 

create employment income, does simplyand or it allocate the a'..ailable em

ployment? 

(4) Is educati.on, considereo as a productive inrut, scarce or abundant 

relative to other factors such as land, physical capital and intermediate 

goods? 

http:educati.on
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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 II). 
 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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.RESEARCH SC]EDULF 

The project is expected to extend 
over five years. 
A budget estimate
 
is presented for the first two years. 
 At the end of that initial period
 
preliminary drafts of the first results of the joint studies (Parts I and II)
 
are expected to be completed, and the pilot studies (Parts III, 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 22nd ECIEL seminar which
 
will be held 
 in Caracas from July 8-12, 19711. At that i.;eoting specific
 
methodologies 
 would be discussed for the 6iffcrent studies. 

The Joint Studies
 

It is estimated that. most of 
the joint ..... d e d Pr Ic 

and II of the proposal can be com.pleted with 
 ,,itwo years. Preiim. na ry
 
drafts of some sections of these two studcsz 
 (Dt, ,, ... . f 1Ec1rio 

and Costs and Financin., of Educan 11ion) ",''1l b, 1-!',:rO-,the end of
 
that period anid comple'ed ura.ts 
of the first reports ,;,ill be ava !ab, le by
 

the end of the thiri'd ,Ioav.
 

Subsequent publicat, io:sn 
 for ,ach of the two studies wouuld pro',ide ad
ditional ancalysi2, iricludin,, inter-A,,erican (:Crat sons 
a,- s, cowai or.
 
with other regions of tl.c ork. 
 The prepa,"aL ion of a2Siional repo-", is
 
expected to take 
 an additional two years, so tha. by the enj of five Years 
there would onebe publication for each of ,he two studks and a second set 

in draft form. 

The Pilot S*di,,.-;
 

The basic pilot arc
sLtudies e.xpected to extend over a four ycar prio:i. 
Within the first Lwo years, the rles will be "ds id tted he 
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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 completed 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 subsequent international comparison.
 

It is therefore expected that with adequate financing, many of the ECIEL 

institutes can study the effects of education 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 kinds of
 

documents:
 

(1) internal papers describing the methodology aoopted and the prelimi

nary results. Much of this material will be reported in the Siriaries of 

the ECIEL seminars and will be available within a few months aitor each 

seminar. 

(2) working papers reporting results of the study, prepared by individual 

institutes or by the coordinating staff. These will have betn edited and re

viewed by the ECIEL coordination. 

(3) monographs published by the individual institutes, r'iunrily for 

circulation in their respective countries. These will be useful for national 

policy makers as well as for a better undertani:iZ of country-zrecific prob

lems. 

(4) books, published by the coordinaiticn, to report the fiial results 

of the study. These will draw on the working r rs md wzill rumcrKze ,he 

results from different countries of differel!L partz of the study. Their pre

paration may carry bryond the lntended fi'.c-year ,rpan of' the p.:cjr.cet. Whi]e 

the earlie st publications will focus r:ir ly or c-:u,-try studies, later 

publications will concentwate o, irtor-Arwi can co::- (. in: 
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Latin America - General
 

Meza Flores, Mario. Reitionshirs between Mthepmatical 70cuation antProductioh Economicin Six Lati n P.rercan Countries from 1c,2 a 1970. New York, 1973.A reexamination of statitical data referring to Arjentina,Ecuador, Guatemala, Chile, •exico,and Peru that attempts to researchdices of these how the economic incotutries are related to the mathematical education levels inthe regular system of education.
Organization for Economic Cooperation and Development (OECD). Occurat'c.al oenEducat[ion-%! St rict . v. of the T lo ur FTrce = 7;T cl. v . F .. .... ...ment. Fonrs, iF it T-s an! L nf : on . of a> -,-1-" . A7A study that attempts to explain the facto:s that 

s U-
1 

... -- -a.i 
I 

1 970 .de"erine the occupationaland educational structure of the labor force.OECD. Probloms of Hun 'eso.. PPlanin- in Ttin a.,i<ea and in t- " , r+,'raneanFeI o :c. Pr;c I:.c... Paris, Ob.A report that contains the ;torts preparec by the Scminr orgarze by theOECD and its Centro de Desarrollo (DevelopmCenLer)
Instituto in cooperation with theNacional, de Planificaci6n o Peu in erc 1965. he objective ofthe Seminar was to compare the e::pericnce
pated in 

of the Europian c.untrie that particithe Lediterrancan . enal Project (Greece,> aly, Portujol S'...,Turkey and Yugoslavia) ,i, the. various Lin A!.r:c, countries '..'h respectto the long-range ma-n-po'er projection requiremenLs,Robert, Marcelo and arcanes, Jor.q, Tnt.'rr on-,:.. 0-_.1onri':-Estudio bbI~o'Wr5"-.o Sanl:i..c, l% .,
UNESCO. Evoel""W vreWP-U
.n en n J" In "-;. -innel Car.. Woo - if 1Statistic l nw:t_: ..ument
do0000hcof the CnferascK de ,Educac!6n ron 0-and inistros in charge of Develop:mcnt of S-,!'ncerelation to an-. o inthe development of Latin America and the Caribbean. 

Arpent ina
 

Consejo Nacional de Desarrollo (CO::t©E). EHycaeifns hurano -desar-,Vl)econ6nieo-social. Luenos Aires, 1968.A study that attempts to establish the relationship nmong the education system,human resources and develoyrrent in Arronti:a. 

Bolivia
 

Menanteau Horta, Dario. 
Confl'to nooft1 v ,u'qentuen _Pol'v'a.An emperical study that explore" 
Paris, 1970.
 

scme attituces an.: orienmations of sociocultural values of iolivian youth.
 

Braazil 

Barroso, Carmen Lucia AV2 . Fstyl-n A pr-eo n ne-:/rn .o 17:
Fecult des do c-dI * o Fthulo, i''.A correIaTbon stuy of exrloratory- nature that analyzes the situation aswhether students selected for ,.,.ical School by the 
to 

Centro decandidaton Selecuo dosn- Escolas WdJoas e 2iol6uicns (CESCHM:) are more successful academically than those not selected by that system. 
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Gouveia, Aparecida Joly. 0 emprego iblico e o diploma de curso superior.
 
Sao Paulo, 1972.
 
A reexamination of available data that attempts to research the possible re
lationship that exists between the attraction of serving as a public functionary

and the opportunity to obtain a diploma of higher education.
 

Marsiglia, Joao et al, Demanda de m-ao-de-obra e necessidade de treinamento. Sao
 
Paulo, 1971, 1972, 1973.
 
A series of three studies by SEIMAC in Sao Paulo that attempts to quantify the
 manpower needs by the indicated standards, to measure the necessity of professional formation in these areas and to propose possibilities of higher
 

qualifications for the workers from these sectors with the objective of im
proving their profits.
 

Chile
 

Araneda, M6nica, Fernandoes, Isabel and Quintana, Soledad. Estudio de correl.aci6n 
y varianza entre las variables 2oqro, intelif-encia, edad yi rend'iniento ecccjar 
en los terceros --c':-rtos aos de Ense. anza .L:ediade a!r.dnos cole~ios de Vi.a 
del IMar. Santiago, 1971. 
A preliminary work that studies the correlation and variance among the
 
variables mentioned in the title (success, intelligence, age and scholarly
 
efficiency) in two female secondary establishments and one male one in Viifa
 
del Mar.
 

Bravo, Luis. Penetici6n de curso ,.oornoci6n automtica en educaci6n bdsica.
 
Santiago, 1973.
 
Empirical study done with the support of 12 students from the School of Edu
cation that attempts to analyze psychological and pedagogical characteristics of
 
students repeating the fourth year of Basic General Education and to turther
 
some considerations about the question of course repetition or auta:'atic pro
motion.
 

Bruton, Henry J. Productividad de !a educaci6n on Chile. Santiago, 1968. 
An original work- that examines -he role of ecucation as a source of improve
ment of the quality of the labor force. Rates of return on education in 
Chile are discussed, as well as the hypothesis that explains these rates and 
their variations between diverse categories of education.
 

Cifuentes, 1.1ercedes; !Ierrera, Larta; Guarda, Olga; ana Cornejo, Luz Elena. Los 
recursos hu::anos en el desarrolo ziel ras. Perlco lc.% - 1)70. 1971. 
An empirical study t.az diagra;,. and analyzes in aiainostic format the devel
opment of the human resources and their utilization during the decade 1960 
1970. It attempts to serve as the basis for the elaboration of the annual
 
operative plans and the medium and long range plans.
 

Chac6n, Boris. Disnonh*biidav-2.' ut-.)iaci6n de rrnno do obra en Chile. Balance 6 e 
mano de oba 1(,70 - . .,,. Santiago, 1971l. 
An analytic and expandiod docu.ent that oresents the occupational prespectives 
of the Six-Year Developnent Plan for 1971-1976. 

Corvalan Montenegro, Ana ?.Aarfa. Ura estirnci6n do recnieri~rientos de recursos hu
rnanos y .... ec:ucacional,::s. Saniago, 1966.211 oxm'r si6n c i.o... 
Reexamination of satisLical 6a'a relative to occu.atioi and education, that 
attempts to oestime t.hc recnirc,.ento, oC the fornnation of human rcs~nirces and 
the capacity of the education system to form the necessary resources. 

' ' !!
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Chile~ cont.) 

Elizaga,,Juan C. Migraciones a las dreas rwotrmoolitanas de America Latina.Santiago, 1970.

An original work that analyzes the results Of a survey of the population of,Gran Santiago. Information was collected on living conditions, demographic
characteristics, education, econcmy, their last place of residence, date ofarrival of immigrants, their migratory history, motives, occupatinal traits
before migrating, and on their first job in Gran Santiago.Escudero Burrows, Ethel. Destino nrofesional de los erresados de la educaci6n 
t4cnico-profesional de nivel medic en Chile. Santiago, 1969.A Research on the degree of accommodation among the education obtained from themid-level technical-professional.teaching establishments, the opportunitiesthat are available to the student upon completion of his/her courses, and therequirements that the labor market has set for them.
Fischer, Joseph C. Factors Assoclated with college asoirations and expectations

of Chilean secondary school!ruils. Chicago 
1971.
A Ph.D. thesis that describes the factors associated 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 between university and working careers, a choice tobe made during the final year of secondary education.


Goldfarb, Marsha. 
Some Evidence on Fducaticnal Felationshins in Chile.
A statistical analysis of' factors related to the dropout rate and to the influence of education on the private rate of return. 
The first part puts the
two analyses inside a theoretical mark of costs and benefits and plants dcubtsabout the convenience of attending to the groaing derand for eduuat:zz.•rivate
Herrick, Bruce and !:,ordn, Ricardo. Tec]ininla !r ',te. in ChI. ;and t Fe.on Outnut. Education, Health, and Housing. ,ashington, D.C., 1972.A reexamination of Chilean statistical population data allcws the exnlcrationand quantification of the future imnact of fertility rates on the Pi.B,!t
per capita P11B, potential demand for education, health and housing services,
and the resources necessary to satisfy this potential demand. 
 It also deals
with the effects of age of the ropulation on the work force.Instituto Nacional de Capacitaci6n Profesional (IN[ACAP). 
 Encuectn sobre nerFctnnl
de nivel medico on !ai, 1stria M-niffacturera de ]asn'inca. de .--ValTaraiso,. :rc. fl. r,_ajo, 1(,(o. 
,, 

An original wov,.k chat analyzes the quantitative (number, distribution, a,,reements, pro-notions, retirement, origins) and qualitative (acccmnpJished activities,schooling, deficiencies, service training, age and sez) characteristics of per
sonnel.


Menanteau-Iorta, Dario. 
Asniraciones v orros vocacionales de la .'uventud 
 en Chile,
Resultados de dose .
 C!¢-l]uestas:7 P. manuscripL to be publisheo en la Revisa 
CEE, 1974.
 
An original study that presents same results on educational aspirations and
vocational plans of Chilca:a youth. 
 It tries to determine the factors associatedwith the success or failure of a young person's intention to attend a universit:.Viensnteau-Iorta Dario. Perfi vocaclonales do los estudiantesde
li 
 tioscurses
 
de ensean,,aretiia on hi 
 . 1972?
A parLiai -_-porL o-i iehld research about education-a aspirations, occunational 
plans, socio-cultural att~tudes and values of the Chilean youth. 
 It swu:_mari:esthe characteristics bf this sector of the population, discussing some relativepational profiles that appoar to be most attractive to the youth.findings about vocational orientation, and touches on the aspirations and occu



Chile (cont.)5 
Programa regional del enpleo para Amzrica Latina y el Caribe (PREALC). El en)rleo_y el proceso de desarrollo en Chile, 1960 - 1970 1973. 

T 
.A world-wide study on emplo7nenti, and of the underployment situation in Chile

in the sixties.
Schiefelbein, Ernesto. Eacia 'na evaluaci6n de los estudios de recursas humanosrealizados en Chile. Santiag, .972.An emperical work which tried to estimate the validity of the supply and demandpredictions between 1960 and 1965 for the situation in 1970 for those professions that required a higher level of formal education (university, normalschools and technical institutes). 
 Given the precision, three estimates for


1980 per career are made.
Schiefelbein, Ernesto and Farrell, Joseph. 
Relaciones entre los factores v los
resultados del nroceso educativo. Santiago, 1971.A preliminary work that aztempts to provide objective elements in the study ofthe existing relations in the educational process so as to give a better understanding of the decisions adopted in educational policy.
 

.Colombia 

Drysdale, Robert FactoresS. .etermfniantes de la deserci6n escolar en Colcmbia.Estudio deun case esooaz--:.i ruralt-,L.aria. Mexico, 1972.
In 1967 the Colombian zovern ent commissioned the preparation a
reform with the hoi)> of increasing governaent revenues so as 
of tax
 

to offer prinaryeducation to all Colombian children.
Instituto Colorbiano de -s-e :-ializaci6n Tgcnica en 
el Experior (ICETEX). Rectn'sosY reuerimientos e 2'rQ):'. alto nivel.de Bogotd, 1966?Research that at t .o udy the highly qualified human resources of thecountry, as a function of heed.Ministerio de Educaci6n :acional. 
Bases arauna nolitica educativa. Bogota, 1966.A report prepared by the ,Office of Educabional Planning to be presented at theFourth Meeting of the Consejo Interamericano Cultural. presentsIt a synthesisof the national educational structure as an important factor in the develorment
of the country, and 
 of the Plan integral Eucativo 1966-1978.Ministerio de Educaci6n **acional. Flu.io educative 6n secuidaria. 1958-198O.
Bogotd, 1973.
A.. succinct report ta:en fran the Plan General de Desarrollo de la Un.versid a-Industrial de Santander, 1971-1975 that analyzes the status 
of secondary education in Colombia 1n terms of its structure and the characteristics of theflov of students that are -art of the universities.Ministerio de Educaci6n :acioral. Informe reumvidosobre la situaci6n educacicnal
de Colombia. Bogota, i69.A document that su:arizes the information presented by the linisterio de Educaci6n colombiano to the Congress; it includes a presentation of the status of
Colombian education, educational 
policy of the government, its successes and
the programs it hopes to acco:.plish.
Muffoz Izquierdo, Carlos. .arnroi.uct'vidad 
la 

del rasto educativo coo intrumento de.lan.ficaci6nr.C .a.ci6n de os estul iOs re~alizaos en Colabia.
Buenos Aires, 1972.
A work that canparat-i.vely analyzes two studies: Selc ,sky, ?arcelo Theunomplo.ient and 'a,.:thon the Effect ofra Le of retrn to rjucetion: te case of (o]C'icb1,l966 and schulz,.uarvard; Theoore P., i'ntcs of !cturnto choelinrinRand Corporation, S3anta .'lnica, 1968. 



Gutierrez carranza, Claudio. Analisis de inforraci6n sobre rendimiento acadm 
ico
 

de estudiantes. 1972. 
A statistical reexamination that presents, by years of schooling according to 
entrance date, student retention data, the credits taken in terms Of academic 
load, and the efficiency of students; the performance of students by generationsin relation to the high schools from which they come, the areas of study under

-taken and the type. of scholarships received; information relative to the.. 

Centro Regional de San Ram6n; and an. analysis of admission examinations and 

comprehensive examinations. 
Consejo Superior Universitario Centroamericano.(CSUCA). El sistema educativo en
 

Costa Rica, Situaci6n actual - -nerspectivas. Costa Rica, 1964. 
A study that attempts to present a panorama of the Costa Rican educational
 

system, its present state and perspectives, from the point of view of human
 

resources.
 
Romero, Mario. La deserci6n estudiantil en la Universidad de Costa Rica. 1964. 

An original vwork: that attempts to determine the levels and tendencies of
 

university dro-out rates, quantify its importance with respect to the Univer

sity as a .vhole 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 esrudio de utilizaci~n. Los Profesionales en Servicio
 

Social y el 'rcado &e t"a a... ., 72. 
The first work in a series on "utilization" of professionals as projected by 

OPLAU. It analyzes in detailed form the professional copinions of Social Ser

of Costa Rica in relation to their professional rolevice of the University 
their performance with the professionaland social status. It tries to relate 

proformation received and suggests forms of modifying the studies of future 

motions.
Torres Padilla, Oscar. T. :iecionns econ!rc..cs de un mo demordficc-

I G.: - .1973l70 27Costaducativo rara 
so to deter mineA study of stazistical data and population projections as the 

levels of formal schooling, and of theincrease in matriculation .at different 
costs of education at these levels, year by year, between 1970-2200.
 

Ecuador 

inisterio de Educaci6n Piblica. .ini.steric de Fducaei6n Rlblca. Lnformne a ia
 
°
 Naci6n. 1 69. l. -l969.
 

Annual report dclivered by the M.,inisterio de Educaci6n FTblica to the Cdaaras
 

Legislativas. it presents a synthesis of the Ecuatorian plan of education,
 
the governirent's educational policy, and the distinct educational prora..s f r
 

it evaluates national educationdifferent levels and sectors ofI the system. 

in relations with the nccessities of socio-ecCncmic development of the country.
 

P1 Salvador 

Emile G. Research an4 evalution in the T. Salvador rrojnct of edcat.cnalMcAnany, 
reform: some r'e].! : i-: re.. ch fincinrc :'Yoy the ,irrt ;ciool yearr. I'.
 

Washington, L.C., 19'O.
 
A report that sunrarizes the '1ereliminary conclusions obtained from research on
 

an educational reform project in El Salvador at the end of the first school
 

year, 1969.
 
McAnany, Fnile G. et al. Televins!6n y relorma eCucntiva en F. Salvndor. 1970.
 

out by the educaticnal reform oiA report that sunaiarizes the resoarch carricu 
El Salvador after the first year of education by television. (Feb.-Uov.,1969) 
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Speagle, Richard'E. Refor a educativa e- instrucc6n or televisi6n en El Salvador.costos beneficios vretornos
. 172?
On original work that analyzes costs and benefits of educational reform promoted in El Salvador, with conclusions that the author deems valid and beneficial for other countries.
 

Guatemala
 

Escobar C., 
Arnoldo E. Situaci6n socio-ec6nomica de los educados guatelmaltecos.

1972.A monograph that explains the socioeconomic situation of the educated Guatemaltecans, the scarcity of fiscal resources in the educational system, and the
elevated costs of the private educational system.
 

Jamaica
 

Hankin, Edward K. Capacitnci6n de obroros Jamaiguinos en una 7lanta Industrial
rec16n insta.adb. 1972.
A monograph that explains the specialized manpower capacity for a new plant
for Alumina Partners in Jamaica (ALPART). It was developed by Institutodustrial Dunwoody. (Minneapolis, ,innesota, USA). 
in

?.,ex 1co 

Araiza Arvizu, Juan Josd et al. 
Pesov 
estatura enescolaresde rrimarn
iornieer
socioecon6micos. Mexico, 1972.An emnpirical study that seeks 
weight and height 

to see if there are significant differences in theof school children in the Federal District,socioeconomic class in relation to theto which they belong, and to establish heightnorms for the and weightages studied within the areaParkin, David. bein- researched.Acceso a ]a educaci6n superior ybenefii:o auc reporta a !Alxigo.
Mexico, 1971.A reexamination of population data, income distribution dataschooling that studies and data on rates ofthe Mexican education system with the objective ofevaluating its role as educational opportunity equa.izer..cl Cs::,ino, Isiaoro and 1.'uoz Batista, Jorge. Ta F-l-zanzq 

_,, ,n '4yA,'il 1Y/0. LM6xico, 1972.A statistical analysis that quantifies and analyzes professional education atits distinct levels in Mexico.J lenez Lozano, Rlanca et al. FactcOres oeqdar6,Yicoc. sicol!6:-cosvC)U~ miu':ne csore el.rn : 3 escolar. e.,1 !n;ia ac ':a. v enfna .l........... ... c,
1 1.].0".Ss7s.en u alas eueIac r .irriasof rI-~e (clLL'. ,.l exico, 197.Research sponsored by the OAS .that attempts to (1) study theproficiency of the students level of academicin Driimary schoolsfollowing subjects in the Federal District in the,- Spanish languaje, arith.metic and geometry in 1967.termine the influence deof some factors on this proficiency (3) design and 
(2) 
applya ,ethodology to study these factors and (4)provide a base for pertinent administrative measures. . .: Tiquicrdo, Carlos. Evai.uac '6n&de, ar-olloe4:-+ ... . ,n -,-- .o ....., 

r rye 5 1(L1 h.t.Ti- Mexico,Arext.:inrLion 19,5.of' the available data that examines the educational development experienced in Mexico from 1058 - 1970, evaluating it from the pointsvicw Of its external and internal oefficiency, and of its adequacy with respect
to the growth of potential demand.
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Mexicok (cont.) 

Muoz Izquierdo, Carlos and Lobo Oehmcihen, Jos4. Expansi6n escolar. mercado de

trabajo y distribuci6n del ingreso en A06xico. 
 Un analisis lonzitudinal l%2 
1970. Mexico, 1974. 
A reexamination of statistical data that attempts to examine the quantitative
relationship between graduate schooling and the labor market, and the effects 
generated by this relation with regard to distribution of personal.income. This
study complements and anuplifies the information and analysis given in a 
previous study. (cfr. RAE N) 

Peru
 

Briones, Guillermo and Mejia Valera, Jos6. El obrero industrial. Asnectos sociales
 
del desarrollo eccn6mico en el Peru. Lima, 1964,

Original research that attempts to show the diverse characteristics of the

workers in the manuf'acturing industry in Lima and Callao. Factors such as
geographic origin, reasons for migration, occupational mobility, qualifications,

job satisfaction, etc. takenare into consideration.
 

Consejo Nacional de la Universidad Peruana. Alr:mnes 
 caracteristicas socioecont'."ccs
de los Dostulantes v estu.__ .es de la uziiversiad -eruana. Liza, 1972.
A statistical study that analyzes the socioeconomic situation oe Peruvian univer
sity candidates and students in relation to a population analysis that exoiines
the characteristics of the po-ulation (urban and rural), occupation levels, andeducation and income levels. It studies the growth of the university porulatio::
frcn 1960 to 1969. 

Meyers, Robert G. Academic Ach.e-e:ent. Soc.l Pack-rcr. and Occ'rrationa! Fcruitmnnt: A Lon-W.itinal S u y of' Graaivates if'rc a 2eravan .rit.
 
Chicago, 1972.
 
An original work that analyzes the relationship betveen academic perfecti=n

occupational recruitment in a sample of graduates frrn the Univer3sdad Agraria

and 

de la Molina (Peru) between 1956 and 1963.
Organisation de Coop6ration et de Ptvelopyument Econo.iques (OCDE). Pessou: -S

humaines, educaticn et de,.elcnreent econcmicuf u ?c'vcu. Prel .:on des
besoins en main- j'-01vre 7:,.r 19-() et des de deve!:r.emen. -ers-ecei,.,s
l'educ ..tion. Paris, 1igi . e 

A report on a study of htu:.an resource planning prrci.-tred by the Tnstituto
Naciona. de Planificaci6n (I P) of Peru, in collaboration with the OCDv: ts
primary objective - apart frorm the limits of social and econw.i develon- ntin Peru  is a long range forecast of Peruvian hunman resources (quantitative
and qualitative) and a deiternination oZ the educati.ona! requirements as a
base for the design of educational policy. 

Puerto Rico 

Carnoy, Martin. Un enfonue de s4-,temas -ra .evaluarla educaci6n, i.istrado con

datos de Puerto . co. Puerto 1rico, 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 education and out-of-school training on the society. The model is
 
applied to education in uerto hiico.


Carnoy, Martin. ThoIPnte of' [.(,tivn- to Schooln,- and the Increase of Humran Re
sources in i.io 1972.
Nltc) Rico,*ico. PluerTo 

The rate of return on schooling is a ;.:easure of the economic incentive for
individuals to acquire additional schooling. This work is a reexamination of'

data from the general census of the Puerto Rican population in 1960.
 



V 
"t Erneso and Ramos, Joseph. La situaci6n ocunacioi.al enr, ntc r. inao v
 

Santiago de J.os caballeros: Analisis de dos encuestas exnprinentales de mano
 
obra. Santiago, 1973. 


-,A preliminary working paper that analyzes the levels of utilization and
 
underutilization of manpower in Santo Domingo and Santiago de los Caballeros.
 

venezuela
 

_arrios, Hildebrando. Tasa social de retorno de la educaci6n ublica. t.Metodologia
 
cdlculo. (Zona metronolitana de Caracas, Io70) Caracas, 1973.
 

Document prepared by the Second Seminar ox research and Planning of the Costs
 
of Education, by the signatory countries of the Convenio Andres Bello in July
 
of 1973. It analyzes the cost-benefit ratio of education in the metropolitan
 
region of Caracas in an effort to arrive at a more rational distribution of
 
resources.
 

Carbo de Proaflo, Rosario and Johrnson Vogeler, Susan. El efecto del -Lasto en el 
rendimiento escolar' una rimera arroxinaoi6n. Caracas, 1972. 
A work measuring the relation between teachers' salaries and scholarly pro
ficiency of student production. 

deLe6n, Lilian; de M'Lenaoza, Cylie; Pigango, Rari,6n; and Sdnchez, Basilio. ,ivel de 
aprendizaje de los estudiantes v.enezol.nos ze sexto pnr-ado en adici6n, sustr! ci6,, nultiulicac.ion y rilyistin. Caracas, 1g71. 

An original work that establishes a prelimh-iary diagnosis of achievement
 
levels in the basic mathematical operations attained by Venezuelan students
 
who have completed primary education.
 

Lobo Oehmichen, Jos6. F'.7caci6n v. &el inrreso en Venezue.a; un 
an4lisis regional. 'exico, 1972. 
An original work that proposes to prove by empirical means the t'eoretic Lnxie! 
designed by Mincer, Becker and Chis,:;ick (Becker, Gary and Chisw,'ick, Earry: 

"Education and the Distribution of EarningE', Aerican Economic revey, ,
 
1966) that relates personal distribution of earning with investment in human
 
capital.
 

.inisterio de Educaci6n. Conocimientos penerales de los educados. Caracas, 1970.
 
A first report in a se-ies of '.1octunlTs 2.':lated to tlhe Ev.aluacif. ':acicnal
 
del 0,endimiento Escolar (lational Evalua-6 n of idueat cna! Proficiency)
 
carrie,: out by the Department of Educational Research.
 

-
inisterim ue Educaci6n. 1hducac ,"a:- o Caracas, 1963?
 
Part V of the Annual Report p-.cented by ;he Venezuelan Goverrment to the 165
 
meeting of {he Consejo Intera: ericano Econ&-ico y Soclal (CIES). Siu arizes
 
the most charu terstic aspect-. of Venezuelan education to date, describin:, ts
 
organizatio:, projvcds, and a four-year plan for development. it descriles the
 
Plan Lntegral do !ducaci6n as elaborated by EDUPLAJ, incluing the national
 
education policies, and what has been acconplished according to sectors an"
 
services.
 

Jo~hnson Vogeler, Susan. V.r.nual r..tcaiol 6 r7ico ,obre un anal.isis del efecto del 
rasto en el roen ,1I~nenu-. . Caracas, 1.'J. 
A wor: preparea by Lile .c -,6f minar on Research and Planning of the Costs of 
Eduation in the signatory voiwitries of the Convenio Andres Bello in July, 197). ' 

......l a mr..thodolog v that serves as a basis for studies on costs of edu
cation in these cuitries. 

A 
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OF THE ECIEL PROGRAM 
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ARGENTINA - Centro de 

Invesigalciones 
To no D iTllTorcuEo Di Tella 
(INSTELLA) 

Fundacion de 

CENTRAL 

AMERICA 

Cd 

Secreiaria Permanentede: Tra ado Generaldo Integracion
Econm.ca Cenro 
Americana (SIECA) 

iEducathos 

UNITED 

STATES 

MEXICO -

The Brookings
Insthiutron,Washngon D.C. 

Centre do Esudios 

BOUVIA 

-

-

-

InvestigacionesEconomnicas 
Latincamericanas 
(FIEL) 

nsituto Naiciona 
de Estadistica y
Censos (INfnFC) 

Universidad Mayor 

do San Andrtfs 

Instituto Boliviano de 
Estudios Economicos 
(IBEE) 

CHILE 

COLOMBIA 

-

-

-- Centro de Estud s tie
Plan,hca'-,n 'acional 
(CEPLA;,'-
Universiclad Catuoca 
de Chile
Irstituto de Economia, 
Universidad Catohca 
do Chile 

Departamento do 
Economia, Uniiersidad 
de Cnile (DECON) 

Centro do Eat-idios
sobre Desarroio 
Econ6 ;r 
i.nv ico -c 

PARAGUAY 

PERU 

-

Direccicn General 
de 
El Czo,, do Mt :CC 
(COLME X) 

Centro Paraguayo 
de Estu3tos de 
Desaro:lo Ecor mico 
y Social (CEPADE5_ 

Centro de 

Inveshgaciones 
Sociales. Ers.7-cas.
Polincas y 
Antropclgcasy 
Antropol Cz:z 

BRAZIL 

-Z* Instituto de Estudios Los Andes (CEDE) 
Sociales y Econ6micos Departamcn :o(IESE) AdministrathvoNaconal de 

Estadis:ca (DANE) 

Estais~ia- Instituto Brasileiro de .a- Corporacion CentroEconomia - Fundaq~o Regional de Pcblaci~n
Get6fio Vargas 

COSTA RICA - Insti!uzo deInstituto do Pesquisas * Investigaciones
Econ6micas Escuela de CienciasUniversidade do 35o Econimicas
Paulo (IPE) y Sociales, Universidad 

de Ccita Rica 
Instituto UniversitrAndres 
de Pesquisas do ECUADOR - Instituto Nacional deRio de Janeiro Estadistica (INEI 

- Junta de Planificaci~nInstitLuto do Pesquisas Economicas - Instituto de 
Universidode de Brasilia * Investigaciones 

Economicas -
Pontificia Universidad 
Cat~lica del Ecuador 

*Participaring in lhe Joint "'tudies 
**Participatinig in the E.!.-t Studies 

URUGUAY 

(DNE)Central 

VENEZUELA 

ANDEAN 
GROUP 
G UJtagda 

-

-

-

del Peru (CISEPA) 

epartamento deInvestga.,ones 
Economicas - Banco 

del Uruguay 
Cenlro de 
Investigaciones 
Univer-sidad 
Econricas 
de Zulia-M aracaibo 
Centro de istudios 
del Futuro de 
Venezuela Universidad e 

Departamento doEstadistica 
Banco Central de
Venezue;a 

Junta del Acurdo do 
AC 

Cartagena (JUNAC) 
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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

cotit). It is analytically much easier to distinguish between those determinants originating in the household and those originating outside it, 
as

in the labor market and the educational systeLi: the focmer largely coin
cide with demand, while the latter mix demand and supply considerations.
 

A second distinction is 
between the number of years 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 years

of schooling obtained by an individual (with secondary emohasis on 
the type

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 individuat and
his family, taking account particularly of the following variables: sex ofthe individual, income of the household, number of members, number ofchildren of school age, education, age and occupation of the parents. Under
these equal. supply conditions, it is differences in demand which determine
who goes to school. Mien supply conditions vary across the population studied
(either spatially or over time), differences in these conditions must be
taken into account. More generaliy, external factors as well as household 
characteristics must be considered. The most important of these are thesupply of schooJing, and the prospects and conditions of employ.ent 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 ECIEL Proposal dated May 10, 1974.
 



ANNEX C
 

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 (inter-regional,

inter-national or inter-group) cross-section relations.
 

Changing economic conditions may also affect the expectations of individuals and their families, 
and therefore their willingness (apart from
 
their ability) to acquire education. 
 This effect might be studied by comparing 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 explain 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 years
of schooling, or vearsthe deflated . a, or 'the edUcaticnal "deficit'"

(expected less actual schooling, given 
 age), or a similar measure. In theindependent variables, one must choose related ::;ea!;ures of income and of

household size: whether total income p~r c-pita, 'r inco.e 
 pur adult equivalent consumcr io appropriate, for example, :,nd cth-r e::p].,atorv. vairiakleL.

T6 the zxtunt that parents educate t.eii" chi.idren in order to raise their
"quality" and usefulness, substitution cccuAr- between the number 
 of childrenand their quality including their education, at a Piven income. It may alsobe important to take account of agc diiferences 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 observations
 
are drawn from different places or times, or whenever household observations 
are grouped for analysis, with the groups distinguished by different supplyor labor market conditions. Appropriate independent variables must be constructed 
to measure supply, using information obtained from the school system. 
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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 to be large in short-period data),
 
and the income expectations which a family has for its 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
 
"'av not take account of these changes).
 

T%2 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. In 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 is valuable 
to distinguish the two questions, so as to tell how importont the direct 
costs of education are 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 budget data are suitable for 
this type of analvsis. 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 cculd 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 way to
 
measure price responses is by analyzing grouped data, where prices or
 
supply conditions of education are homogeneous 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 computeu 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 the.'
 
have the disadvantage of giving nc, or not very reliable, information about
 
income and expenditure. llou ;ehold survey data, such as the ECIEL samples 
and several other sources, provide the latter information but are restricted 
in size and coverage. In all countries, a mass of co:-iarai le demographic/ 
educational data is available for the major urban centers; in some cases 
there are comparable rural or country-widt household surveys. In practice, 
it may be desirable to make joint use of census and household 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 boardinp 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 
or 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 school 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 s,' 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 households assign resources 
to
 
education is emphacized by Edwards and Todaro (1973). 
 The importance of the

price (or cost) of schooling is nctod by Ca-pb.!l and Siegel (1967). Other 
studies using aggregate cross-section or time-series data In the U.S. and

Canada - Galper and Dunn (1969), Crean (1973), Gustnan and Pidot (1973),
De Prano and Nugent (196S) - indicate the weight of external factors, parti
cularly of costs and unemployment, or of the "profitabi lity" 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 evidence on the importance of supply prices c'omes from 
Welch (1966). The connection between these factors and privwte demand
for education - in particular, the reason why demand may cons'stently ex
ceed both educational supply and the demand for educated labo- - is discussed
by Edwards and Todaro (1973, 1974) and tmated in detail by Catnoy (1973,
1972), using Brasilian data analyzed by Langoni (1970, 1972) 
as .ll as
 
evidence from Puerto Rico and other less-developed countries.
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Studies by Bowles and Gintis (1973) and Hansen et al. 
 (1970) suggest
that family background is very important in determining the income associated.with a given level of education. Intelligence or ability appears to
be important, after considering other facto-.s, 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 education. 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 :eck<er and Lewis (1973); 
these analyses emphasize the
relation 
between number of children and their "quality", including education. 
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 avery 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 yet, 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
of the educational system. the output

The topic is of great significance for therelation 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 good, there issome difficulty in measuring the output of 
the educational system.
approaches will Twobe followed to quantify the product whose costs are to bestudied. One is to count the number of graduates from a iven level ofeducation, per entrant to that level, t" no account o differencesin quality either amon.; ;tudents (r in the schooling they receive. This procedure is easy to apply (since the necessary
Moreover, it 

data are readily available).may be the measure of outputt which is implicitlylabor market in evaluating applicants, 
used by tile 

all people with the same educationallevel being considered equal. The second approach is to measure productionby 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 severallevels 
(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 tile studies
 
by Bowles (1970) and Bowles and 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 is actually trying to produce (which req
uires some analysis to ascertain). The study is 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 oC 
 ocietv 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 study, 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, qualitv of teachers (as mea
sured by their owni sclcolin~g, salkrie,;, time (ie'.'Oted to teaching, etc.),quality and utilization of buildi. ,; nd equ ipment, and characteristics of 
entering students. 
Among the lattr, the most important are likely to be
intelligence, achievement 
in previous level(s) of schooling, and family
background and 
income. In e-Xamining these factors the s t:,'v will interact
closely with the st,idv of the deter-minant s (f schonlin , (Part I of this
proposal). These variables may be studied at the 1evel of individual 
schools (using information aggregated over all the students in each, or
aggregate characteristics of the region served by each school) or among
individual students (pooling observations over ai 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 (excluding 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 distribution 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 also has significant distributional consequences. 
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 among 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 nonetheless deserve emphasis. The difticulty of measuring output has been
mentioned. When standardized measures of quality 
are not available (withinone country or among countries), some research will be needed 
to make comparable the different standards used. rnformat in on the qtua1itv of enteringstudents may not be available, requiring, that estimate ; be made by takingspecial surveys of students in a rc&Iresentative Proup of schools. Exogenousinformation is of course needed to estimate the indirect costs of attendingschool, in income foregone; such es;timates can be drawn from existingstudies and from the study of schooling deturminants. !ve:, the informationon costs endogenous to the school system, particularly capital costs, mayrequire revision or 
exogenous verification. Bookkeeping practices do not
necessarily reflect 
true economic costs (Castro, 1947a).
 

The study can probably draw on a great deal of published or readilyavailable information to answer the simpler questions about costs and financing, and the first step must tobe examine and synthSiZe the cost data ineach country. Only recently has theoretical attention been devoted to therelative importance of different factors in determinine costs and outputs(Selowsky, 1973:48-49) and the associated need:; for information. Detailedstudies of cost and financing are very few in number in Latin America(Barkin, 1971; Munoz, 1967) and still more rarely are tle distributive implications analyzed with consideration of the sources of finance (Jallade
19 73a, 1973b).
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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
 
sort 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 have the greatest distributional impact.
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THE DEPARTMENT OF THE TREASURY 	 -

OFFICL OF IIF CtrNf:RAL COUj;.L 

WASIIIPGION. D.C. 	 20220 

October 31, 1974
 

TO: Mr. Bushnell
 

FROM: Michael Bradfield 
Assistant Gcncral Coul .-

SUBJECT: 
Proposed SPTF Financing of EVIEL Education Study
 

You have requested my opinion concerning the authority under the
Social Progress Trust Fund Agreement to provide a 
.79O,O00 equivalent
technical assist.nce grant from SPTF resources to the Prog.'amn of
Joint Studies on Economic Integration of Latin America (CIErL). 

V 	 The proposod ECIEL grant would assist the hinancing of a majorstudy on the relationship between education and econ,ic and 	social
dcvo]opant in Ttin America. According to the ]DB project description

(Docunoent ,--233) this s Ludy Wonud "urvide .n 	 d ethodolo.ies 
for 	inTiro, in ,(.n t"onal p l-nni n,; rd pol ie ks for ec '.cticn inain',
and 	 for u ga.<;.lrsoun d 00sI. nsI-; Cor SinV.2s .:,.o in the soc to' ." The
IDB's contribution to this study would pay for salaries and epenses
of individuals workin; 
 on the study, cover the costs of printing final 
reports, and help meet computation coots. 4
 

Section 4.03 of the Social. Progress Trust Fund reent providesthe 	only authority for grunts, as opposed to loans, of Fand resources: 

"Upon req t, ,mict--i; ,"1"
asei stince qy rovi.Jed bythe 	Acmrsir.t-or on a lain, *'v.t "v. r'.l 1'"'-iblo e.S
for 	 the pr'paration, t'inrnci:gn, and eno.;i 1 t n or plans and
projects For carry; ut %'e fpurposes not f)'"h in A-'ticle I, 
Sections 1..O4 and 1.05, of this Agr,: -mont."
 

Section 1.05 providcs in pcrti n nt part that) 

it.*. . the Ad:inistrator shall utilize the 
resources
 
of the Fund to provide:
 

a) 	technical assistance related to projects in
 
the fields set forth in Section 1.04, ...."
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-Section 1.O(d) dclincates the permissible scope or use of Fundresources to assist education. It states that assistsinee may be
offered to projects or progr.I'ms to prov 
.
 

"such supplementaL-y financing of facilities for

advanced education ond training related to econmnic 
and social development as may be agreed upon fromtime to time between the United States and the 
Admini strator.' 

Under a broad construction of the SPIF Agrcement, it 
 ai be argued
that the proposed grant is authorized. Sections ..05 and 1..O4(d)
read together authorize grant technical assiWace relatod to projectsfor financing of advanced eduaation facilities. The ECIEL study is aprogram of technical assistmce which will "provide information formaking sound decisions for invest 
as 

nt in the (education) sector," andsuch it is related' as that world is used in Section .05, to thefinancing of advanced education facilities. 
This in,a*irptation
emphasizes the authorization containecd in Section 1.)4, and broadlyconstrues the phrase "relatd to projects in the fields snt forth inSection 1.OW" i ha c been iniforned by the Orice oM the General
Counsel of the IDB that this broad construction has bc,:n app].ied inthe past to propos ls for Sff technical as.istnce grant:. 

On the other hand, you ;h.ul]d be a..a'e that undcier a nart',.er, and what appears to re 
to be a maove reasonable, rc:ading of the 
 anguae,the proposed grant cannot be said to me;ut the provisionis of the SPTF
 
Agreemnt.
 

The language of Sections 4.03, 1.O4(d) and 1.05 supports theview that these sections were in 6nded to aM lo,: echni wa ans.istancegrants to help countries pr.::rare specfie projects awl to assist themin their Ql]pi;n ;toion. Tin s MMnn,,o<: o: with it was undoubtedly visi d that S fRn wuld...
be u.sed to Nr;t projects
involving the n o
con ;tr,, .. f , HIl . such a s hi i s 
: ., 1,l.aboratories, libraries, etr' , , oc ad 'n.dc,] i ,t: This i ,tepretation is 'onst:;i t M; the bv: p o of tih S , hih isto provide loans Cor socially or>0.utad devel.piman t pcojects, incontrast to other ..afunds u -- td by Conlrss at the same time andadministered by the U.S. fureign assistance program for broad technical
assistance purposes on a grint basis.
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Accordingly, -whn the specific 13nguae of Sections 11.03, 1.05 
and 1.04(d) is applied to the g-I.'at to ECIEL, it does not appear to 

be a grant for "the prepar-ati.n, fi.nwing and e:xecut ion of plans 

out of the p.po::s of ... Sections 1.04and projects for carrying 
and 1.05 " i.e., "naupplhwitary ficy rcng of facilities or 

related to economic wnd social developadvanced education amd training 

ment .... 

Inquiry intoOn the contrary, the ECIETL study is 	 an acalfmic 
di rec ty invol'ing theeducation and development. Any pr'Jject.s 

facilitis .Joul be only an incidentalfinancing of advanced education 


result of this basic research study and no projects may, in fact,
 

result from it.
 

The scope of the word "related" in Section 1.05 	 is limited by 
is to go to theSection 1.04(d) whi,-.. speciCics that SPTF a sist:jnce 

"rel-ated" is most appropriatelyfinn-cing of facilities. 	 Accordingly, 
to technical assistance in connection withread as intended to apply 


a specific and identifiable foeility in the higher uducati:,n field
 

capable of being financed by the SPT'. There appears to be no justifi

cation for allowing the tera "related" to cncoip'iss any :Study in the
 
or indirectly,education field which is in 1omewy "rel ated" dir'c tly 

to SPTF purposes. 



2 DEC175 ".5 

ACTION MEMORAYDiUM FOR THE ASSISTANT ADMINISTRATOR (LA)
 

From: LA/DR, Donor M. Lion ,/
 

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 entit.ed "Economics of Education"
 
(ECIEL). ECIEL is 
the Spanish acronym for Estudios Conjuntos Para La
 
Integracion Economica 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 empirical

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 activities. This results
 
from the nature of the project and from A.I.D.'s limited role in it.
 
This is a research project, 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 donor 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 AI.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 characteristics 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 network 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.
 

-2



In sum, we believe that the benefits to A.I.D. recipient countries
 
from the transfer of knowledge and techniques 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

beLween the rural and the modern urban sector. Completing the transition
 
may take only weeks or it may take generations. Families 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, age,

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 app.opriate area for A.I.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 influencing entry into this sector constrain
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our ability to develop effectiire 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 cn 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 variables, 
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 Funding: 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 qomen. 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, earnings, access to jobs, promotion, market structures and other related
variables, different characteristics of workers will be taken into
consideration. 
Sex is believed 
to be a variable of considerable importance. 
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 special 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 othersa monopolistic
policy towards data reutilization may prevent other researchers from
using the data. 
 Can A.I.D. be certaia that the data collected for these
studies will be available for subsequent research?
 

Traditionally, 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 comparative studies following the
individual reports from participating countries.
 

According to ECIEL written regulations, member institutes are urged to
allc 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 that 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. Utilizat!on of Results. 
The PP provides considerable discussion
 
on the dissemination of the research results, but there is 
no direct
 
host country financial input which would signify that decision-makers
 
are interested in the results. 
Are the planned publications and
 
seminars likely to interest policy-makers?
 

In addition to the formal mechanisms of publication and distribution,
 
two seminars with government 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 Education
 
(ECIEL).
 

Approved 
 Disapproved
 

Date
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OPTK)IAL PFRM NO. 10 
MAY , IOU rTl, 
GSA FPMN (41 cr") 101-11.0 

UNITED STATES GOVERNMENT 

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

FROM GC/LA, Normak • 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.
 

Then izciionleading up to the IDB'e 
 to use resources
.Qther than S PTF are- inSf-ctix-ce oh 
 current question. As
I have been able to determine, in September 1974 
IDB manage
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 t~e use of SPTF resources to finance rese axrch of the type
proposed was inappropriate. (See attached Bradfiel/Bushnell

legal opninr aT-e---October 31, 1974, upon which Treasury
based its position.) IDB managementL havinq-consulted-with
the Bank's General Counsel's Officea aneditsview 
that the eemnt was sufficienty broad in its treatment of technical assistance grants to permit the proposed 
use o B7Tut Mr. ____e reported1yr--aned~f I rm. Inorderr reoVd--Eh-e and sinceample FSO localcurrencies were available for the project at the time, the
Bank yielded, so that a resolution proposing the use of FSO
g7rafit-fds was presented to the Board, which approved it on
 
December 12, 1974.
 

The issue remains unresolved in the sense that the IDB 
 rGeneral Counsel's Office at this time would probably again

interpret the SPTF Agreement broadly and construe it 
as I

permitting the financing of the ECIEL studies, and it 
is
~ equally likely that Mr. Porges and Treasury would not be
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inclined to espouse now an interpretation inconsistent with
 
the one they held to firmly a year ago. Laatear it appeprs
 
AID deliberat I__ ferred to the IDB's own judgjment on
 
whether to use SPTF funds. While I personall' favor the
 
broader interpretation given the SPTF Agreement by IDB/GC, I
 
thi k ii-would be a waste of time to try 4oreope! this
 
ssueith thank, 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:lb:12/8/75
 



.LA/DR/EST, -e,:. in UNCLASSIFIE 

(Jraifting Office a', WUCLSIFE 

DEPAR)TME,c OF STATE 

Mfconversation 

DATE: December 19, 1975 

SUBJECT: Use of SPTii to Fund ECIEL-Economic:3 of Education Project 

PARTICIPANTS: US Trea:;,,ry, Carl Lohmann and LA/DR/EST, GeL.ald Wein 

COPIES TO: LA/DR/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. Lohmann checked with various officials withinthe U.S. Treasury to determine their views on ?r. Kleine's suggestion that theSPTF 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. Bushnell nor the Treasury's law-yerssaw any reason to 
reverse their previous position that this project is not
appropriate given the present SPTF Agreement. Mr. Lohman further iudicated thaton the basis of his conversations he felt that Treasury would probablyto amending the SPTF not ojectAgreement so that the project woutld be appropriate. Lchaannoted, however, that Mr. Porgis -may personally object to the usesupport this ECIEL activity of SPTF to as he did in the past. If this happens, thethat Porgis factdid agree to the TDB -roviding $750,000 from FSO should strengthen
A.I.D.'s position.
 

Comment: An amendment (protocol) to the 
SPTF Agreement couldspecifically be drawn upfor the IECIEL activity, or ECIEL ould be included in a broadamendment to be drawn up by the L.A. Bureau's SPTF task force. Timingmajor concern in reviewing our options. 
is of 

Other donors made their commitments toECIEL more than a year ago, and the studies have been initiated usingsupport thefrom other donors and from ECIEL mber institutions.-3re likely The other donorsto share ECIEL's concern about further delays. The Ford Foundationcepresentative has already voiced his concern. 

,-ohm DS-1]254 



MEMORANDUM OF CONVERSATION, continued
 

ECIEL 
has also recently requested that the 1DB finance other studies
th"- are planned for next year. 
If SPTF 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 not also agreeable to using SPTF to
$365,000 to ECIEL. provide
The next step should therefore be to determine whether
the IDB will agree. 
Phoebe Lansdale suggeststhat 
this might best be done
informally by having Mr. Kleine call Mr. Sternfeld.
 

LA/DR/EST,GWein;og;12/19 
% 
Clearance:LA/DR,C.Stockman 
 /s
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r. YarascuiloA/, r, Edward December 22,.1975-

LA/DR,. Donor Lion
 

STF Financing for "ECIEL - Economics of Education Rosearchi" 

1. As you may know, Mr. Kleine has directed that we investigate the 
possibility of using the SPIT to provide $365,000 for the subject 
project. We have already leazned (see attached meacom) that the 
U.S. Treasury will object to this proposal under the S2TF Agrecmcnt 
as that Agreement is now formulated. The T-easury' & objection is 
legal rather than technical. Tle Treasury would apparently not object 
to an a-mendment (protocol) to the Agreement which would broaden the 
definition of acceptable projects so that this ECIEL activity would 
qua.1ify. 

2. Before making a decision, 1.2r. Kleine will want Lo have our views 
on the desirability of proceeding Vith a ,rotocol to he 7 
Agreement. IA/DR is concerned that waiting for the SPTF task force 
to present and get approval on a broad ;a;'.dmant ry take iongcr- than 
this project should be delaycd. it would bc helpful if you would 
give us your most realistic cstimate c the timing of the anticipated 
"broad" amendment and the desirability, feasibility and timing 
requirements of immediately subm;itting a "specific" protocol to 

permit SPTF funding of this project. 

Drafter: Gwlein: LA/DR/EST: rv 
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ACTION MEMORANDUM FNL3TE ASSISTANT ADMINISTRATOR (LA 

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 SPTF 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 SPTF 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 clcarly could
 
permit 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 some additional delay in I.D.B. management

processing and Executive Director approval of the request.
 

These delays are important because actual work on the ECIEL
education studies began about a year ago using the participating
ECIEL institution funds and contributions by the other participating 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:-
 2\F 
DISAPPROVED:_ _ 

DATE: I> ';Y' 


