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INTRODUCIlON'

This volume examines the issues related to higher education reform in three Latin American
countries. The countries studied-Chile, Brazil, and Venezuela-can be considered to be at three stages
of reform: ten years after a radical restructuring of institutions and finance (Chile); initiating important
reforms (Brazil); and before embarking on a reform program (Venezuela). This overview summarizes
the reform process and issues in these three countries, and identifies common themes applicable to them
and to the Latin American region as a whole.

H1GHER EDUCATION REFORM EFFORTS IN CHILE, BRAZIL, AND VENEZUELA

Backgund

Higher education enrollments in Chile, Brazil, and Venezuela, as in all of Latin America, have
grown enormously in the last thirty years. In Chile, enrollments went from 25,000 in 1960 to 250,000
in 1990, in Brazil enrollments increased from 100,000 to 1.6 million, and in Venezuela from 25,000 to
640,000 over the same period. In Brazil and Venezuela most of this growth took place through the early
1980's and has considerably slowed in the last five years.

A much increased proportion of the school age population now attends higher education institutions.
Enrollment in Brazil is equivalent to 12% of the 20 to 24 year old age group, Chile enrolls 18.6%, and
Venezuela 26%. It should be noted that these figures are gross' enrollment figures. The net enrollment
figures (e.g., enrollment less repeaters) would be much lower, especially in Venezuela, which has very
high levels of repetition and where students continue to be enrolled in higher education institutions for
many years.

In Brazil, more than 60% of enrollments are in private institutions. The growth of private
education was a consequence of a government decision in the 1960's to encourage private education while
at the same time preserving the quality of public institutions by enforcing high entrance standards.
Brazil's public system can be further divided in federal (22% of enrollment), state (13%, mainly in Sao
Paulo), and municipal (5%) institutions. In Chile, the 1980 reforms transformed the system from a small
and exclusively public system into a system in which half of enrollments are currently in private
institutions. Colombia is another Latin American country with a similarly strong private sector.

In contrast to these systems where the private sector is, at least quantitatively, dominant,
Venezuela's public system enrolls 78% of all students. Most other Latin American higher education
systems have relied predominately on public provision. In Mexico, Argentina, and Peru for example,
public institutions automatically receive students that have graduated from secondary schools and enroll
over 80% of all higher education students. Venezuela has an entrance examination which is highly
selective to a few of the best institutions but which is in effect an open access system to the weaker public
institutions.

With regard to financing, Venezuela relies on public resources to finance 89% of the costs of
higher education. In contrast in Chile currently direct public funding of institutions and student accounts
for 309% of total expenditures on higher education; an additional undetermined amount (up to 34%) comes
from a variety of sources which include public funding through special grants and transfers. In spite of

Unless otherwise noted, the da in this Overview comas from the individual cae sudies.
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the large enrollments in private institutions, public funding in Brazil accounts for 75% of total
expenditures in higher education, a result of a combination of high unit costs in public institutions and
a constitutional prohibition on charging tuition in public institutions.

Table 1 provides a summary of the situation in these three countries.

Table 1
Enroment and Financing of Higher Education in

Chile, Venezuela, and Brzil

Chile Venezuela iail
(1990) (1990) (1989)

Enrolment as a Perctagp of
School Age Population 19% 26% 12%

Percentage of Totl Enrolment
in Public Institutons 48% 78% 40%

Percentage of Higher Education
Financing Which is Public 30% " 89% 75%

Percentage of Total Public Education
Budget Going to Higher Educa±iom 22% 35% 23%

Unit Costs of Public Higher Education
Institutions USS1,700 USS1,625 USS7,930F

StudentIFTE Faculty Rato (public inst) 10.8:1 16:1 8.8:1

a Plus an additional undetemined amt of gnts and transferece.
b. Estim at US$6000 not counting costs of teaching hospitals and pensi.

ChUe's Refonr ELfor

Chile, in 1980, was a small, homogeneous and exclusively public system of higher education.
Roughly 6% of the relevant age cohort was enrolled. Vrtualy all funding came from the state and the
only institutional type was the multi-disciplinary university.

The reforms implemented in December 1980 aimed at a radical overhaul of the higher education
system, to introduce market forces, to increase the efficiency and responsiveness of institutions to
economic demands. In addition, the system was to be expanded rapidly via the harnessing of private,
rather than public resources.

According to the Cerych and Sabattier model for analyzing higher educadon reforms2 , the reform
had five outstanding characteristics. The degree of system change envisaged by the reform was high,

2 See Cerych, Ladislav & Sabattier, Paul, Gret Expoctations and Mixed Performance. The Imnlementation
of Higher Education Reforms in Eurome, European Institute of Education and Social Policy, Tradham Books, 1986
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affecting the boundaries of the system itself as well as all institutions. Second, the scope of intended
changes was inclusive, affecting practically all individuals within each institution and potential actors
outside the system. Third, the depth of the reform itself led to the adoption of radical policies. Policy
goals strongly diverged from existing values and practices of higher education. Fourth, the goals of the
reform were clearly stated and had internal consistency. And finally, changes were brought about by
central edict, from top to bottom and through bureaucratic enforcement.

The main objectives of the 1980 reform as articulated at that time can be summarized as follows:

To increase access to higher educaton through expansion of private educaton. To meet this goal, only
minimal requirements were established for the creation of private institutions.

To diversif the insitutions In the higher educaton system. Three vertical tiers were established, based
on a functional hierarchy of educational certificates:

* Universities: expected to focus on long cycle undergraduate programs leading to licenciaturas and
to professional titles requiring a licenciado degree. Only universities could establish graduate
programs.

* Professional Institutes (PIs): restricted to four year programs leading to professional titles defined
as not requiring the licenciatura.

* Technical Training Centers (trCs): restricted to short circle (two year) vocational programs
leading to technical certificates.

To reduce the instutionalpower ofthe two trdifionalstate universities. Both the Universidad de Chile
and the Universidad Tecnica del Estado oater Universidad de Santiago de Chile) were forced to give up
their regional centers, which led to the birth of twelve new state universities and to two state Pis. The
breaking up of these two universities was justified as a way of making these institutions more manageable
and as a means of encouraging diversity.

Topartialy trawfer the cost of sate-nanced inttudonsto the students and/or their families and force
these institutions to diversify their funding sources. Tuition was introduced into all publicly funded
institutions. The promotion of private higher education was another means of shifting the burden of
finance to private sources, since they are solely dependent on resources obtained from tuition fees for
recurrent expenditures. A Government financed student-loan scheme was introduced to be provided to
needy students in public institutions.

To increase competiton among nsitutions, with the aim of promoting efficiency and quality.
Institutional support, which was confined to the eight traditional universities and the 14 new state-
institutions, was supplemented through institutional self-financing: tuition fees, competition for research
funds, and contract funding. A small amount of public funding was linked to a "best-students formula,
based on the number of the best 20,000 scorers in the last year's entrance examinations enrolled by each
institution.' The civil-servant status of academic personnel in state institutions was eliminated, thus
enabling universities to differentiate salaries and compete for faculty staff. Tbe Government set up a

This figure was later broadened to include the best 27,500 cors.
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publicly financed National Research Fund (FONDECYT), which made awards to researchers on the basis
of open competition and peer review of proposals.

No public funding was visualized for new private institutions, but for one exception: as of 1989,
they can compete for asubsidy-carrying students (the 27,500 mbest and brightest"). Students enrolled
in private institutions have no access to subsidized loans. Finally, private grants to both private and state
universities were stimulated through specific tax deductions.

Table 2 summarizes the major institutional changes:

Table 2
Summary of Higher Education System Before and After Reform

BEFORE 1980 AFTER 1980

1. One tier, one sector. low institutional 1. Three tiers, tuo sectors: high institutional
differentiation. differentiation.

2. No tuition but aelective access according to 2. Tuition fews are charged by all institutions.
school performance and achievement in Selective accem is mainaed in Ihe mib-
national stndlardized academic test sector t rcdvs institutionl public

fumding. In the private institutions: open
ace according to and/or family income.

3. State financing of HE on the basis of 3. Multiple competitive sources of funding.
icm l fimding.

4. System oordination provided by State 4. System coordination provided by makeu and
authority and institutional.oligarchies, policy regulations.

Chile's higher education system was reformed under special and very harsh conditions, due to the
existence of an authoritarian Military Govermment. B.Clark's assertion on the feasibility of authoritarian
reforms in higher education applies to the Chilean case: 'Of course, in systems under authoritarian or
totalitarian rule, the centralization of authority and the central concentration of administration allow more
manipulation from above and on a large scale'.' Institutions had to endure the changes envisaged by the
reformers without having the opportunity to intervene in the process nor to negotiate its outcomes.
Authoritarian minded reformers will probably say that only because of this could system-wide changes
be brought about and that reforms need not be assessed by the context in which they took place nor by
the political conditions that lay behind or made them possible. Reforms, they will argue, should only be
evaluated in terms of their actual outcomes and more general effects on society. In turn, those who
experienced these changes without any possibility of resisting or discussing their aims and implementation
procedures will probably find it more difficult to have confidence in the blessings of supposedly efficient-

Clark, Burton, *he Organization Conqeion- in B.Clark (ed.), Persuctives on Higher Education. Eiabt
DisciRlinarv and Comparative Views, University of California Press, 1987, p. 125



I-5

authoritarian rule. In short, the cost of reforms in Chile must also include the shattered hopes and the
repression suffered by those who would not yield.

Ten years later the reform to a great extent has achieved its goals. The positive quantitative results
are as follows:

* A unitary system of eight public universities has been replaced by a highly differentiated one
of 310 institutions, including universities, professional institutes, and technical training
centers.

* The percentage of the school age population enrolled in higher education has more than
doubled. All the enrolment increases occurred in the private sector, which now has 52%
of enrollment.

* Real public expenditures in higher education between 1980 and 1990 decreased by over
30%. The percentage of the public budget going to higher education decreased from 38%
in 1980 to 22% in 1989, while the percentage of public education expenditures going to
primary education increased from 39% to 50%. The real amounts going to primary
education have increased by only 12%. During this period total enrollment in primary
education decreased by 89%, a result of the demographic transition and improved flow rates.
This means that, contrary to most other Latin American countries, unit expenditures in
primary education went up during the decade of the 1980's. At the same time enrollment
and funding of pre-primary education increased by about 70% and the percentage of the
education budget devoted to pre-schooling increased from 4% to 7.7%. 3

* Whereas in 1980 100% of support to higher education was in the form of direct institudonal
support, only 56% is now in this form. The new funding mechanisms now include a per
capita payment on the basis of students recruited with high entrance examination scores,
16%; student loan scheme, 15%; and science research grants, 8%.

i Student tuition and loan repayment now account for 28% of overall expenditures of public
institutions. Students on average pay about US$700 per year in tuition to public institutions.

* Quality in the public instituions has not suffered. The percentage of teachers in the public
sector with graduate degrees has increased from 19% to 24%. The elite public sector
universities account for 77% of scientific publicadons in the country and Chile continues to
lead Latin America in per capita production of scientific research.

The less than positive results of the reform include the following:

* Access to higher education continues to be inequitable but has not significantly changed since
1980. Currently the lowest two quintiles of the student population account for no more than
11% of higher education enrollment. Lower income students are more likely to enroll in

5 Data on the overall education system comes from the World Bank Staff Appral Report, "Chile, Pimy
Education Improvement Project, September 1991.
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public than in private institutions. One reason for this is that loans are available only for
public institutions.

* Iternal efficiency of the system has declined. It now takes about 9.2 years to produce one
graduate from a public institution, compared to 7.1 years at the end of the 1970s.

* FTE student teacher ratios in public institutions are 10.8:1 and have decreased slightly since
1981.

In short public funding declines were offset by cost recovery and revenue diversification in public
institutions. The quality of instruction and research at public institutions, which was historically high by
Latin Americai standards, has not suffered. The reform measures clearly prevented quality declines
which might have occurred if the public system had been allowed to expand rapidly. Despite significant
cost recovery (combined with student support schemes - scholarships and loans), the system as a whole
has not become more inequitable. A portion of the public funds saved have gone to primary education.'

Higher education in Chile still faces a number of unresolved problems. One problem is that of
relatively low intermal efficiency, in terms of high dropout and repetition rates, at many of the public
institutions. Despite competition, there is no evidence that staff are better deployed in public institutions.
There are high default rates in the student loan scheme and it is still not available to private institutions.
Further reform in Chile may need to focus on changing the funding formula to explicitly encourage
increased efficiency in terms of graduation rates and faculty utilization, as well as to strengthen and
reformulate the loan program.

A final issue of concern, which is currently being addressed, is the low quality of many new
private institutions and programs. In the first place these insteutions are excessively small. Of 40 private
universities, only five enroUl 1000 studens or more. These five account for 68% of the sector's total
enrollment. Most of the other private universities have less than 500 students. Private university
teaching bodies suffer from lack of objective, merit-based criteria for the recruitment of academic staff,
lack of a core group of full-time academic personnel, high turnover rates of faculty, the absence of an
academic career structured according to the needs of the institutions, inadequate working conditions, and
the lack of library, laboratory facilities and equipment support for academic work. These institutions are
also inadequately accredited. The procedures up to 1990 involved prior approval of the new institution's
teaching programs by a public sector institudon freely chosen by the private insttution. After satisfactory
completion of a trial period under the aegis of the public institution, the new private institudon
automatically gained its full autonomy. However, some of the examining public institutions were weak,
there were no public assurances that academic standards are being achieved, and the *commercial-
arrangement between the two institutions did not encourage objectivity.

Under a new law passed in 1990, a public, autonomous body-the Higher Council of Education
(HCE)-has been set up, with two major functions: to accredit new private universities and PIs; and to
approve the core national curriculum for primary and secondary education. To encourage improved

I It was never stated that an objective of the reform wu to shift fund to low'er educatonal levels. In fiat
the initial proposals aumed tat muppot for higher duchation would sgnificantly crae in terms through
a vastly expanded loan scieme and 'bedt oh-Am formula funding. At the same time the Government did explicitly

ate tht swpport for basic services, including the lower levels of education, should increase.
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quality, the accreditation procedures set up under the 1990 law provide a licensing system for the
establishment of new private universities and PIs centered around the approval of both an institutional
project and the career-programs that will be offered. After a minimum period of six years, the HCE can
declare the full autonomy of a private institution. The long term objective is to encourage quality
improvement of private institutions through a systematic, objective review process. A recent strategy to
increase quality has been to permit private instituions to compete for public funding under the wbest
students' formula. However, as yet private institutions are not eligible for student loans, which, properly
maged, could be another form of indirect subsidy encouraging improved quality.

BrudL Stardng the Refom Process

Reform of higher education in Brazil starts from a different point than in Chile and with a different
emphasis. In the first place in 1968 Brazil's Government made an explicit decision to encourage the
growth of private education and to restrict access to public institutions, which were to be the high quality
end of the system. This decision is reminiscent of Chile's decision in 1980. Since that time enrollment
has increased rapidly in private education, which now accounts for 60% of enrollment. Like Chile,
Brazil has benefitted enormously from this decision through being able to provide increased access to
higher education without increases in public funding.

Brazil's 1968 reform, however, did not pay attention to issues related to fnancing of public
insdtudons, and to autonomy, accountability, governance, and equity. The result is that Brazil's public
education system, especially the federal institutions, is excessively expensive. In fact the unit costs in
Brazil's federal higher education system, estimated at USS7930,7 are among the highest in the developing
world, a result of low student staff ratios and high administrative costs. This figure is five times higher
than the costs of most private institutions in Brazil, twice as high as the costs of the two best private
institutions, and significantly higher than the two insdtutions run by the State of Sao Paulo, which are
arguably the highest quality universities in Brazil. Enrollment in federal institutions has been static since
1980 while faculty and non teaching staff have increased significantly, at the same time that these
institutions have under-utilized physical facilities. The result is that, despite the fact that only 40% of
enrollment is in private institutions which receive very little public subsidies, 75% of the financing of
higher education is public. Furthermore free tuition in all public institutions has exacerbated the always
troubling issues of inequity in public expenditures in higher education, especially considering that the
socio-economic status of students in the public institutions is on average higher than in the private
institutions.

Finally Brazil's higher education system is still excessively based on the concept of the large multi-
purpose university linzking teaching, research, and extension, in spite of the fact that only a few
institutions are able to successfully meet these objectives. Brazil has only a fledgling system of short
course post secondary technician training.

Brazil's public education system has neither autonomy, since the Government excessively manages
and mandates most higher education undertakings, nor accountability, since, with the exception of
graduate education, there are no systems of financial or qualitative assessment. Funding of federal
institutions is on a negotiated, incremental basis, with no built-in incentives for improved efficiency. The
federal government sets all personnel policy, including recruitment, promotion, and salary levels, much

' About US$6000 if the costs of university hospituls and of pensions are excluded.
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of which is encoded in the alaw of isonomy' passed in 1987. While rectors are officially selected by the
Minister of Education, between 1985 and 1991 generally only those candidates with the highest votes in
an open election were selected. The rectors often have little power and inadequate expertise to manage
their institutions.

The Federal Council of Education (CFE) establishes minimum curriculum for all courses, which
covers 94% of the total of credits needed to obtain a diploma. The CFE, charged with authorizing new
private institutions, makes such authorizations on the basis of unclear and subjective criteria including
'labor market demand.' Regulations are such that diplomas are the entry points to most professions, thus
encouraging excessive acredentialism.' Brazil's large private sector is of great importance and varies
from high quality institutions to diploma mills'. However public policy currently discourages quality
improvement of private institutions through tuition controls, regulation of professions, and inadequate
programs of assessment and certification.

By 1990 budgetary pressures brought about by the overall compression in government spending,
an increasing public impression that large public expenditures were not resulting in an adequate return
in terms of the quality and quantity of graduates, a growing realization of the impossibility of improving
quality under the current system, and continuous strikes by faculty and students, had put Braziian higher
education in crisis. A new team of reformers in the Ministry of Education (MEC) took office in late
1991. This team was unusual in the Brazilian context because of its high degree of technical competence.
The teuam began to put forth a comprehensive package of reforms, designed to make Brazil's higher
education system more efficient, effective and equitable, to improve the quality of output, and at the same
time to reduce unit costs of federal higher education. The reform especially sought to change the
relationships of Government to public and private institutions, through establishing new systems of
autonomy, accountability, evaluation, certification, and financing of both public and private institutions.
As in Chile, the reforms sought to change the financing role of the state so as to increase equity and
efficiency.

With regard to the financing of federal higher education, the reformers in the Mimistry of Education
(MEC) had as their long term objective the provision of financial autonomy to federal higher education
institutions, as a means of ensuring that institutions operate efficiently and effectively. The main
instrument of financing would be a funding formula explicitly encouraging higher student teacher and
student staff ratios, reduced student drepout, more rapid completion of degree studies by students, more
highly qualified staff, and an initial decrease in unit costs of 25% to be achieved through increasing
enrollment in public institutions. The funding formula, summarized in Annex 1, Chapter m, is a
sophisticated adaptation of the formula used in the Netherlands. Formula funding would break the culture
where accountability is absent, since institutions themselves would have to make. trade-offs among
elements such as salaries, maintenance and equipment. The formula would be a dynamic instrument,
changing over time. Institutions would be subject to audits to ensure the reliability of the staistical
reporting which forms the basis of the formula.

Through early August, 1992, MEC used its formula to allocate portions of the discretionary funds
directly under its control. In 1993, it planned to allocate all of these funds (about 10% of the higher
education budget) on the basis of the formula. Based on the formula, by mid 1992, a number of
institutions had already moved to increase enrollments (many through night classes that facilitate access
for lower income students) and to increase staff qualifications.
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MEC also introduced several laws that would make higher education institutions "autonomous
public institutions' not subject to normal civil service regulations. Parallel to this, MEC was seeking to
permit all federal institutions to establish private foundations under their control as a means of giving
them further flexibility to seek new sources of funding and to provide additional services to government
and industry.

Over the long run, MEC was seeking to replace the law of 'isonomy", which provides a single
salary and promotion policy for all higher education teaching staff, as well as civil service protection,
with a new system under which teaching and non-teaching staff would be employees of the institutions
where they work. In principle, this would allow insdtudons to develop differentiated programs and to
manage their funds more effectively. Because of possible opposition from the key groups affected,
passage of legislation of this sort would be difficult and time consuming. As an intermediate measure,
a law which establishes a floor for salaries which higher education institutions could supplement with
their own funds was submitted to Congress. On this basis MEC hoped to enable institutions to be free
to establish their own set of salary incentives. Passage of laws on financial autonomy and on isonomy
would be essential for the funding formula to have its full effect on institutional decision making.

MEC also initiated work on a long term plan for evaluation and certification of undergraduate
higher education insdtutions and programs, to be mainly carried out by peer review committees. The
main objectives of the program would be to provide publicly available information on the quality of
public and private institutions, so as to help inform students' decisions on attendance, as well as to
partially tie public funding to the results of these evaluations, as a means of encouraging improvements
in quality. MEC would begin with evaluations of medical educaton followed by teacher education.

MEC also sought to reform the student loan program. In contrst to Chile, the loan scheme is
available solely to students attending private institutions. Similar to Chile, it has suffered from a
combination of high subsidies and defaults and has had the effect of supporting the lowest quality private
institutions. The objective of the reform was to ensure that federal funds could assist the largest numbers
of students at the lowest cost to Government and to utilize loans as a cost effective means of encouraging
increased quality in the private sector, through setting quality-based criteria for loan eligibility. The
public subsidy would be reduced and repayment would be on an income contingent basis. In May 1992
Congress passed a law making MEC responsible for establishing the regulations for the student loan
program, and mandating a minimum of USSS0 million per year for the program. This was a major step
forward, since it meant that the loan program could be integrated into national higher education policy.

MEC planned to introduce legislation to deregulate a large number of professions, with the
exception of the traditional areas of health services, law, structural engineering, teaching and
accountancy. Deregulation would help to end the pervasive 'credentialism of higher education.
Professional associations were expected to oppose vigorously these proposals. MEC was also planning
to introduce legislation leading to indirect election of rectors through election by the university council.

Many of the laws and regulations described above would encourage institutions to diversify their
sources of income. For example, financial autonomy would free institutions from excessively strict civil
service regulations. Current regulations, for example, do not permit institutions to deposit funds into
interest bearing accounts, which is fundamental in a high inflation economy. The establishment of private
university-associated foundations would also encourage diversification of income. Permitting institutions
to use their own funds to top off teachers' salaries would also function as an incentive for universities
to seek additional sources of revenue. Implementation of the funding formula would make institutions
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more aware of the trade-offs in expenditure categories and would encourage them to reduce subsidies in
the provision of food and other ancillary services. The Government was also considering a matching
grants program to further encourage private sources of funding for public institutions.

Finally, over the period 1991-92, MEC reformers floated nrumerous ideas on ways and means of
asking students in public institutions to pay for a portion of their education, either now or in the future.
These included a 'parent' tax, a graduate income tax, and encouraging institutions to charge for
miscellaneous services such as diplomas or parking. Another idea, currently being implemented in one
state, was to establish a fund which better off students would have to contnbute to, but which would then
be used to support needy students attending the same institution. Given the political uncertainties, and
in order not to jeopardize the implementation of the other reforms, the reformers at MEC were not
immediately seeking a constitutional amendment which would permit the charging of tuition in public
institutions. They expected to seek such changes in a year's time, when the entire constitution would be
revised.

The reform program thus put forward was significant. Its focus was to improve the efficiency and
effectiveness of the current public intervention in higher education. The strategy was to provide
institutions with greater autonomy and to introduce new mechanism of accountability, especially through
implementation of a new funding formula but also through related programs of evaluation and assessment.
The funding formula would promote efficiency, while the student loan program would be used to promote
equity as well as quality in private institutions.

In mid 1992, Congress as well as the informed public, were becoming increasingly convinced of
the importance of higher education reform, and the prospects for implementing many of the reform
proposals were good. Unfortnately the resignation in early August 1992 of the Minister of Education
and his team, for reasons unrelated to the reform effort, temporarily stopped the reform process.

Venwla.* the Needfor Refonr

As noted above, Venezuela has seen a vast expansion of the higher education enrollments from
1960 to 1990, and now enrolls 26% of the school age population. 80% of its enrollment is public, and
tuition is free. While there is a national entrance examination, there is essentially open access to the
lower quality public institutions while access to the three or four higher quality institutions is available
only to those students who score highest on the examinations.

Besides this vast expansion, Venezuela has had a number of other successes. To a larger extent
than other systems, Venezuela has channeled more expansion into lower cost, shorter length technical
institutions. 800 graduate education programs enrolling 15,000 students have been established.
CONICIT, the science funding agency, appears to be a well operated and functioning agency providing
research grants on a competitive basis and the Government is acting to increase its investment in R&D
significantly.

Nonetheless, as in Brazil, there is now a general perception of declining quality in the public higher
education system, an apparent result of a demoralized academic staff, declining salaries, poor and overly
politicized management, inadequate investment in libraries and equipment, and turmoil in the form of
strikes and protests by students and faculty.
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To a great extent the current problems are a result of decisions taken in the 1960's, 70's, and early
80's, when the Government vastly expanded the public higher education system. As the large amounts
of funds from the oil boom gradually disappeared, the only way Government could hope to achieve these
two goals simultaneously was to increase the amount of public funds going into the system to the
detriment of lower levels of education and other social programs. As a result Venezuela now devotes
35% of its education budget to higher education, a figure which, along with Costa Rica, is the highest
in Latin America. In short Venezuela took exactly the opposite policy decision, with regard to public
funding of higher education, that Brazil took in the late 1960's and Chile took in the early 1980's. The
Government now finds itself unable to support a large public system, little or no tuition, and the
semblance of quality in a few of its public institutions.

While unit costs in the public system are comparable to public system in other Latin American
countries, only 26% of all entering students eventually graduate. Overall the public system requires on
average 16 student-years per graduate, compared to about six student years for private institution
graduates, and nine years for Chilean public institutions. Thus the costs per graduate are far higher than
they should be because of the inefficiency of the system. Low internal efficiency is caused by two
factors: a relatively open admissions polices, and weak university administration which is unable to
establish or enforce rules on student attendance and failure.

The combination of relatively open access to public institutions, provision of free tuition, and
subsidized food and transport means that a broader socio-economic group in Venezuela compared to Chile
or Brazil is able to attend higher education, especially the public institutions. However, higher education
continues to serve a relatively elite group, in part because of inadequate quality at the lower levels of the
education system. About 30% of higher education students are in the worker and marginal category,
compared to 80% in the general population. The result is that, in Venezuela as in Brazil and elsewhere,
the population as a whole is paying for the full costs of a relatively privileged class which will benefit
monetarily from higher education. Free public education also encourages students to continue their
studies, thus contributng to the inefficiency of the public system.

Venezuela's public system also suffers from a poor budgeting system which fiurther encourages
inefficiency. Like Brazil, its budgetary allocations are based on ad-hoc judgments, proportional increases
and political bargaining. Other elements in the financing system which are counter-productive include,
as in Brazil, the requirement that salaries are the same for all teachers throughout the system, as well as
a system of early retirement which results in universities losing their best staff at the time of highest
productivity.

In 1991 and 1992, the Government began to discuss on a tentative basis a number of possible
reforms. In particular, there were initial discussions on developing a formula basis for funding which
might have a modest impact on efficiency. The proposed formula was designed to encourage the full
complement of student teacher contact hours, as well as mandate specific amounts to research and to
library and other support services. There was also a growing tendency to restrict the intake of new
students at public institutions. There was as yet no significant public discussion on cost recovery in
public institutions.

A more radical reform agenda for Venezuela, similar to that of Chile or Brazil, should focus first
and foremost on the changes in the financing of higher education. Efforts should be made to increase
the private financing of higher education and reduce the excessively high burden on public funds. The
most straightforward reform would simply be to charge tuition fees to all students and then to expand a
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loan and scholarship scheme for the neediest students. Venezuela has a number of fledgling student loan
schemes which could be built on. However, in Venezuela as in most of Latin America, the long tradition
of free public education makes cost recovery in public institutions difficult in the short run although
nonetheless necessary in the long run. A less immediately painful option for increasing private fimancing
of higher education would be to restrict enrollment in the public system and thus encourage the growth
of private education. This is already happening in Venezuela because of public financial constraints.
Through this policy the public system would increasingly focus on higher quality, graduate and research
oriented education; and the current loan schemes would be strengthened to help support the neediest
students attending private institutions.

The second part to a reform agenda, similar to that contemplated in Brazil, would be to change the
way government funds public institutions, through implementing a funding formula designed to encourage
improved quality and efficiency, enhance faculty performance and encourage self-assessment. This
formula could be based on how the Government estimates the system should cost rather than on how
higher education institutions would like to spend such funds. In particular, in the Venezuela case,
formula funding should include a parameter based on the number of graduates of each institution, rather
than enrollment, so as to create a strong incentive for improved internal efficiency. Other criteria could
be based on performance and efficiency in the use of resources, and safeguards could help ensure that
institutions do no arbitrarily award degrees to get increased funding. In addition institutions could
compete on an open basis for some portion of funding which could be held back and awarded on the basis
of innovative or particularly cost-effective programs. The result of increased internal efficiency could
be a much lower cost per graduate as well as increased social and private return to investment in higher
education. Along with funding mechanism based on formulas, contrctual arrangements, student fees
and other similar provisions, Venezuela would need to expand its utilization of institutional self-
assessment procedures and the use of externa evaluations and accreditation.

CONCLUSIONS: THE NEW ROLE OF THE STATE

The reforms undertaken in Chile and under discussion in Brazil seek to increase diversity,
strengthen autonomy of public institutions, increase accountability of all higher education institutions,
increase access and equity, and encourage quality improvement of all institutions. The objective is to
develop higher education systems better able to meet the demands of the twenty first century.

To meet these goals the reforms radically change the relationship of the state with higher education
institutions. The role of the state as a financing agent is reduced and additional private resources are
mobilized. To mobilize private sources, tuidon charges are established or increased to cover a large
portion of the teaching costs of undergraduate education in public insdtutions, and public enrollments are
restricted so as to encourage the growth of the private sector. Increased private funding results in
incentives for efficiency and helps provide labor market signals to institutions regarding appropriate
courses and methods of instruction. It also protects them from the vagaries of excessive dependence on
the state.

The financial relationship between the state and higher education institutions is also changed. In
the past Governments directly funded institutions and negotiated increments on the basis of political
bargaining. In the reformed system, government support of institutions is provided on the basis of
formulas designed to encourage action by institutions to meet mandated goals of increased efficiency.
quality, or equity. Government support also increasingly focusses on the areas within higher education
such as research and graduate education, which have externalities in terms of encouraging economic
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development, and on institutions in backward or underdeveloped regions. Financial support is provided
increasingly through open competition based on peer review, especially for research. In addition a
significant proportion of government funds are provided directly to students or on a student basis.
Support mechanisms include scholarships (or vouchers) on the one hand, and loan programs to encourage
individuals to make investments in their human capital and enabling them to pay for that investment when
they are reaping its benefits. Subsidizing students through scholarships and loans rather than directly
subsidizing institutions means that Governments place greater choice of institutions in the hands of
students, with possible encouragement of increased cost efficiency of higher education systems.

With regard to governance and oversight, Governments in the past strongly intervened in the
operation of institutions, directly mandating expenditures, enrollments, courses, staffing patterns and
salaries. The new role of the state is to operate at a distance, establishing the rules by which a diverse
set of institutions operate and relate to the overall objectives of the higher education system, including
setting clear rules governing the establishment of new institutions, which give them the autonomy to make
judgments about how to use their resources efficiently to undertake their instructional and research tasks.
At the same time Governments develop indirect mechanisms to ensure accountability. These include not
only funding mechanisms which tie resources to the quantity and quality of different activities and which
also make awards on the basis of open competition, but also strong mechanisms to openly and publicly
assess and evaluate institutions and programs.

Chart 1 summarizes progress and proposals in Chile, Brazil, and Venezuela in relation to the
above. Chile has gone the farthest. It has diversified the sources of funding, through increased private
sources of financing, and has devised funding mechanisms which explicitly encourage national goals of
efficiency, quality, equity, and relevance. The Chilean Government has moved away from direct
involvement in the affairs of individual institutions, at the same time providing a coherent framework with
clear roles and responsibilities linked in a system of public accountability and with a variety of incentives
for imProved quality and efficieny. Chile sil needs to develop funding mechansms to encourage
internal efficiency in publicly funded institutions and to improve quality in the private sector through
programs of accreditation and assessment. It also needs to strengthen and redirect the loan program.
Nonetheless, because of its reform program Chile's higher education system is arguably the most stable
and effective in the region.

Brazil's proposed reform program is at least as ambitious as Chile's was. It goes further than Chile
by proposing to set up a sophisticated funding formula for public institutions explicitly designed to
encourage increased efficiency and to lower unit costs, by proposing income contingent loans and to use
the loan scheme to encourage quality in private institutions, and by setting out to deregulate professions.
Similarly to Chile the Brazilian reform seeks to link financing reform to expansion of access to higher
education (in this case, to the public system). While there have been setbacks, critical areas of Brazilian
society appear to be reaching a consensus on the need for reforms of this type. The key step will be to
reinforce the technical capacity of MEC and to reduce its traditional political patronage role.

Venezuela has a more difficult task ahead than Brazil in implementing reform. It begins with a
public dominant, tuition free system, enrolling a very high proportion of the school age cohort, leaving
little leeway in terms of increasing access as a means of ameliorating any cost recovery measures.



Chart I.
[MGHER EDUCATION REFORM IN CHILE, BRAZIL AND VENEZUELA

Summary of Polides

POLICY AREtA CMILE. :-AZIL VENEZELA

Before Reform Alter Reform Before Reform Proposed Refonrm Before Reform

Financing Sour-es

Tuition in Public None 28% of expenditure. None Proposed, no figure given None
Institutions

Enrollment in
Private Institutions None 52% of enmrment 60% of enollment No change expected 22% of enrollment

Fnaing Meas

Direct Insdtutional Negotiated Baend qn per student Negotiated Ponnula-based to encourage Negotiated
Support estimates _ efficiency and quality

Lan Schemes None Large oveaxge, but lfrge In operation, but highly Reduced subsidy, expanded Minimum covergc, highly
deraults subsidized coverage, to be used to subsidized

encourage quality in privte
institutions

Research Support Non. Open competition and Direct institutional support No change Direct institutional support and
peer based awards and abo open competition also open competition

Diversty LOW High High but few short coures No change High
in technology

Atoomy of Publi LOw High: institutions ully Low government controls High: institutions would Some autonomy in budgeting but
instItutions manage their own laries, budget kvels, and determine salaries, working teacher salaries, condkions of

budgets enroUments conditions and enrollments work, and enrollments amr
centray dctermined

Acuntabiliy of Public Little Evaluation system to be None Funding formula wil reward Little
InstItutions sd up. Somc funding cfficiency and additional

based on qualiy of funding will be made
entering students available on the basis of

institutional evaluations

Qualty Improvement of None Accreditation system None. Tuition controls Loan cheme and evaluation None, except for inhial
Private Institutions operating and being and loan cheme system to encourage qualiy recognition

improved discoragipr qualiqt

Credentlas Professions highly Somc deregulation Professions highly Deregulation proposed Professions highly regulated
regulated reported regulted
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Nonetheless even in Venezuela the long term prognosis is hopeful. Leaders in Venezuela, as well as in
Chile and to some extent in Brazil have shown considerable talents in implementing radical economic
reforms. The task now is to direct these same skills towards the social sectors.

The path to higher education reform lies through dialogue and negotiation, rather than Government
decree and imposition, as was the case in Chile in the early 1980's. To achieve reform on this basis will
require a firm grounding in higher education facts and figures, and a national debate on higher education
reform, through the newspapers, radio and television, conferences and reports, designed to mobilize key
opinion leaders. This is already happening on a large scale in Brazil and Chile. International support
may well be helpful here as leaders of other educational institutions inform and describe their experiences.
The key stake-holders-students, teachers, businessmen, politicians, will need to be convinced that reform
is to their long term benefit; and important potential stake-holders who have been silent up to now, such
as primary and secondary school teachers and parents who theoretically might benefit from cost savings
in higher education, wilLneed to be brought into the picture.

Reform efforts will need to be structured so that all parties feel that they gain something. For
example tuition fee increases will need to accompanied by at least partially offsetting programs, such as
well managed, expanded student loan and scholarship programs, as well as increased access to high
education, and a large portion of tuition revenue at least initially could remain within higher education
institutions. New funding formulas will need to include explicit financial rewards to the most efficient
and productive institutions.

Overall reforms in higher education such as those descnrbed above would result in gains for all
elements of society. Government could gain through reducing its financial burden and redirecting funds
on the basis of equity and efficiency. The academic community could gain through improvement in
conditions of work and through rewards for quality. Students could gain through increased access to a
variety of higher education institutions through expanded loan schemes. Finally society as a whole would
gain through more agile and differentiated institutions able to respond to changing economic and social
needs. As key opinion leaders become increasingly aware of these potential gains, the issue in Venezuela
and Brazil, as perhaps in all of Latin America, will no longer be whether reform will come, but when.
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INTRODUCTION'

Arguably the most radical reform of higher education was implemented in Chile beginning in 1980.
Basic features of Chilean Higher Education (HE) were drastically altered by the 1980 Reform, most
notably that in order to rapidly expand access, market oriented strategies were applied to the higher
education system. An important feature was to increase the mobilization of private resources through cost
recovery and the rapid promotion of private institutions. Given the pressure on many countries to adopt
similar reform programs, this paper examines the impact of the reforms ten years after their
implementation.

This paper is divided as follows. In the first part, the system prior to reform is outlined, along with
a synoptic recapitulation of the Reform's primary objectives. Second, the major system level effects of
the Reform wDI be examined, particularly in terms of the distribution of: establishments, their size, tier
and sector affiliation, and regional distribution; enrollment growth and its distribution by tier, sector and
field of study; and finally changes in HEfiding, public expenditure and institutional financing. A third
section will examine the issues of quality, efficiency and equity as a consequence of the 1980 Reform.
In this place a more detailed analysis of outcomes is intended based on two principal sources: (i) official
information and secondary data as well as the analysis of results obtained from previous studies; and (ii)
new information on specific quality, efficiency and equity issues produced on the basis of data analysis
and a brief case study that was conducted for this study during the spring term of 1991. A final section
briefly outlines outstanding issues and planned reforms in the upcoming years.

THE OBJECTIVES OF THE 1980 REFORM

Prior to 1980, Chile's Higher Education system was relatively small, homogeneous and exclusively
public.2 The system consisted of one tier and one sector, comprising 8 universities: 2 state and 6
private universities (3 Catholic and 3 non-confessional universities), all funded by the public treasury.
Henceforth, these 8 institutions will be referred as the 'traditional or 'old universities, following the
local convention. Within each institution, the undergraduate level was clearly predominant. In 1980,
only I % of total enrollment corresponded to the postgraduate level (Table 1).

All higher education institutions were legally recognized as self-govering bodies with no
administrative dependence from Government. Universities were entitled to freely initiate schools and
careers and extend professional titles and academic degrees. But in 1973, shortly after coming to power,
the Military Government directly intervened in university affairs, imposing tight control over the
universities and invalidating their self-government powers. In addition, faculty associations and student

a Paper prpared for the World Bank with the pl support of the Regional Project on Higher
Education Policies in Latin American which is funded by the Ford Foundation, Facultad Latinoamericana de
Ciencias Sociales (FLACSO), Josd Joaquin Brunner and Guillermo Briones, Chile, January 1992.

2 For a more detailed overview see Bnmner, JosE Joquin, Informo be la Educacion Superor en
Chio. FLACSO, Santiago de Chile, 1986
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bodies were prohibited. Universities underwent what was euphemistically labelled a 'depuration" process.

Higher education institutions received public support on the basis of incremental funding. That is,
the annual budgets at institutions were based on previous budget allocations and a distribution formula
loosely arranged according to institutional size, enrollments and additional costs originated by research
and postgraduate programmes. In addition, no general higher education law existed. But new universities
had to be established with the Government's understanding, thus securing public funding and the legal
validity of their educational certificates.

Free of charge HE was the norm but selective admission was enforced on the basis of the
compound result of students scores in a national standardized academic test (Prueba de Aptud
Acadimica, P.A.A.) and their secondary school performance.

Table 1
Summary Stistics of Higher Education in 1980

Number of HE institutions 8
Enrolmat in 1980: 118,978

Stt univarsities - 63%
Private uiiveraities 37%
(with public funding

Postgradut enroment
(PhD. and MA) 1,200

The Scope and Objectives of thc Refonns

The reforms implemented in December 1980 aimed at a radical overhall of the higher education
system, to introduce market forces, to increase the efficiency and responsiveness of institutions to
economic demands. In addition, the system was to be expanded rapidly via the harnessing of private,
rather than public resources.

The reform was to be radical in nature. According to the Cerych & Sabattier model for analyzing
HE reforms', there were five outstanding characteristics. The degree of system change envisaged by the
Reform was high, affecting the boundaries of the system itself as well as all institutions. Second, the
scope of intended changes was inclusive, affecting practically all individuals within each institution and
potential actors outside the system. Third, the depth of the Reform itself led to the adoption of radical
policies. Policy goals strongly diverged from existing values and practices of HE. Fourth, the goals of
the Reform were clearly stated and had internal consistency. And finally, changes were brought about
by central edict, from top to bottom and through bureaucratic enforcement. B.Clark's assertion on the
feasibility of authoritarian reforms in HE perfectly apply to the Chilean case: 'Of course, in systems

3 See Cerych, Iadislav & Sabattier, Paul, Great Ex2eafions and Mixed EMfgn=ceT I lmetation
of Higber Education Reforms in Europe, European Instiute of Educstion and Social Policy, Trendam Books, 1986
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under authoritarian or totalitarian rule, the centralization of authority and the central concentration of
administration allow more manipulation from above and on a large scale'.'

A brief caveat is here in order. Chile's HE system was reformed under special and very harsh
conditions, due to the existence of an authoritarian Military Government. Institutions had to endure the
changes envisaged by the reformers without having the opportunity to intervene in the process nor to
negotiate its outcomes. Authoritarian minded reformers will probably say that only because of this could
system-wide changes be brought about and that reforms need not be assessed by the context in which they
took place nor by the political conditions that lay behind or made them possible. Reforms, they will
argue, should only be evaluated in terms of their actual outcomes and more general effects on society.
In turn, those who experienced these changes without any possibility of resisting or discussing their aims
and implemenmtion procedures will probably find it more difficult to reflect upon these changes and have
less confidence in the blessings of supposedly efficient-authoritarian rule. In short, one should not forget
that under these special conditions, the cost of reforms must also include the shattered hopes and the
repression suffered by those would not yield.

Together with the legislative and policy measures that were adopted to direct the future of HE, the
Military Government disclosed the main purposes of the 1980 Reform. Its primary objectives can be
summarized as follows:5

To open-up access to HE. Deregulation was announced as a way of promoting 'private initiative"
in the organization of new institutions. Only minimli requirements were established for the creation of
private institutions. It was stated that, from this moment on, expansion of HE enrollment should be taken
care of by private institutions.

To dive,Yi the instiutions in the HE system. Three vertical tiers were established, based on a
functional hierarchy of educational certificates:

UUniversities: expected to focus on long cycle undergraduate programmes leading to licenciaturas
and to professional titles requiring a licenciado degree. Only universities can initiate postgraduate
programmes.

* Professional Institutes (PIs): -are restricted to four year programs leading to professional titles
defined as not requiring the licenciatura.

* Technical Training Centers (ITCs): are restricted to short circle (two year) vocational programs
leading to technical certificates.

4 Clark, Burton, *The Organiution Conception- in B.Clark (ed.), Pmrectives on Higher Education. Eight
DisciDlinarv and CoMparative Views, University of California Press, 1987, p. 125

f The 1980 Reform legislation is contained basically in: Docreto Ley N° 3.541 de 1980; Decretos con Fuerr
de Ley Nes 1,2,3, de 1980; Decetos con Fuer7 de Ley N°s 4,5,22 y 24 de 1981. For a detailed discussion see
Bnmner, Jose Joaquin, 'La Educaci6n Superior en Chile: 1960-1990. Evolucion y Polftik* Q;LACSO, manuscript)
1990, and Cox, Cristiin & Brunmner, Jose Joaqin, Politic Pdblicas de Educ cin Superior en CUIdumnte el!
Regimen Militar Geneaci6n, Ejecuci6n, Resultados- n0 ) 1
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To reduce the instutionalpower ofthe two taditional state universities. Both the Universidad
de Chile and the Universidad Tecnica del Estado Oater Universidad de Santiago de Chile) were forced
to give up their regional centers which -through a process of institutional amalgamation- gave birth
to 12 new state universities and to two state PIs. From the Government's point of view, the contraction
of these two universities was justified as a way of rationalizing them and making them manageable.

To paflaly trnsfer the cost of state-financed istitutions to the students and/or their families
(cost recovery) and to force these institutions to diversify their funding sources. In addition to cost
recovery at publicly funded institutions, the emphasis on promoting private higher education also shifted
the burden of finance to private sources. New private institutions are dependent on resources obtained
from tuition fees. (in fact, income derived from tuition fees covers part of the capital investment in these
institutions also).

To increase competition among instdions, with the aim of promoting efficiency and quality,
incremental budgeting to institutions was replaced by a more competitive funding mechanism.
Institutional support (aporte fiscal directo) was confined to the 8 traditional universities and the 14 new
state-institutions. In all these establishments core funding would now have to be supplemented through
institutional self-financing: tuition fees, competition for research funds, and contract funding. A small
amount of public funding was linked to a 'best-students formula (aportefiscal indirecto), based on the
number of the best 20,000 scorers in last years P.A.A. enrolled by each institution!' In addition, a
Government financed student-loan scheme (crddito fiscal unlwrsitarlo, later designated pagaff
wwirstario) was introduced. Lastly, the civil-servant status of academic personnel pertaining to state
institutions was eliminated, thus enabling universities to differentiate salaries and compete for faculty
staff. In addition, a publicly financed National Research Fund (Fondo Nacdonal de Desarrollo

entffico y Tecnol6gico, FONDECYI) was set up. Researchers were called upon to contend for funds
in a yearly competition under peer-review control.

No public funding was visualized for new private institutions, but for one exception: as of year
1989, they can compete for "subsidy-carrying students" (the 27,500 best and brightest"). Students
enrolled in (new) private institutions have no access to subsidized loans. Finally, private gra1n to both
private and state universities were stimulated through specific tax deductions.

Table 2 provides a summary of these changes.

Ihis figure was later broadened to include the bea 27,500 scos.



11-5

Table 2
Summary of Higher Education System Before and After Reform

BEFORE 1980 AFTER 1980

1. One tier, one sector low institutional 1. Three tiers, two sectors: high institutional
differontiation differentiation

2. No tuition but elective acces according to 2. Tuition fees are chaged by all institutions.
school performance and achievement in Selective acess is maintained in the subsector
national standardized academic test that rceives institutional public fimding. In

the private institutions: open access according
to and/or family income

3. State financing of HE on the basis of 3. Multiple competitive sources of fimding
incremental fimding

4. Systm coordination provided by State 4. System coordination provided by markets and
authority and institutional oligarchies, policy regulations

SYSTiEM LEVEL EFFECTS OF THE 1980 REFORM

At the system level, the main outcomes of the policy and legislative measures adopted can be seen
as a series of structural shifts that have take place during the last 10 years.

From low to high system differendatio

A relatively small scale 'HE system, with a total enrollment of approximately 119,000 students
distnrbuted in 8 universities with a common funding mechanism and a similar development pattern
-modelled according to the ideal of all becoming 'comprehensive universities' covering a wide array
of discipline and/or profession-based faculties (facldrades) and both research and teaching functions, has
developed into a system with a total enrollment of about 250,000 students distributed in 310 different
establishments. lnstitutions wildly vary in size, function and core values, and each one adopts a
development pattern adjusted to its mission-definition and market orientation. Thus institutional
homogeneity has been replaced by system heterogeneity. In 1990, Chile's HE system included two major
sectors (i.e., a public sector of 20 universities and 2 PIs with public institutional funding and a pbia
sector consisting of new institutions with no public funding, distnbuted along the three vertical tiers). The
growth in the number of establishments by tier and sector is shown in Table 3.
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Table 3
Chile: Development of HE institutions, 1980-1990

Institutions 1980 1985 1990

Universities 8 21 60
With public fiunding 8 18 20
New private,no public funding - 3 40

Professional Institutes - 25 82
With public fumding - 6 2
New private, no public funding - 19 80

Technical TrniDng Centers - 102 168
With public funding 
New private, no public funding - 102 168

Total 8 148 310

Source: Divisi6n de Educacion Superior, MINEDUC, 1991

From a ste subsidized seledive system to open access according to achievement and income

Chile is the first Latin American country to have introduced a comprehensive and stringent cost
recovery scheme for all HE students through tuition fees or the deferred payment of state subsidized
loans. Whereas before 1980 students were admitted without charge to one of the 8 old universities
according to their school performance and achievement in the P.A.A. (national standardized academic
test introduced in 1967), after the 1980 Reform all HE establishments, both public and private, charge
fees that are expected to cover the approximate direct cost of the given program adjusted according to
market reputation of each institution. In practical terms, the 22 publicly supported institutions continue
to sustain selective admission procedures. In addition, students are asked to pay tuition fees but those
who can prove economic incapacity have access to state subsidized loans.7 Students enrolled in the
private sector will be admitted regardless of their school performance and achievement on the
standardized academic test so long as they pay the full price charged by each institution.' The
Government does not control the amount of fees charged by the institutions nor does it intervene in the
process of fixing yearly adjustments.

From incremental budgets to a competitivefunding mechanism

The total amount assigned to the 8 old universities, expressed as a share of GNP, rose from 0.72%
in 1960 to 1.289% in 1970 and to 2.11% in 1972. After the advent of the Military Government and up

7 Only a ftaction of those studnts who request loans will get themn See Sanfuentes, Andr6s,
'Compormiento Universitario y Polfticas de Financiamiento, in C.1 mann (ed.), Financianiento de la Eductci6n
Superior Antecedentes v Deffos. Foro de la Educaci6n Superior, CEP, Santiago de Chile, 1990.

' But a few of the new private institutions are now becoming mor selective as a consequence of increasing
demand and the competition for market reputation.



II-7

to 1980, the same allocative mechanism was maintained, but with decreasing amounts. In 1980, HE
funding totalled 1.05% of GNP. Until 1980, Government allocations to the eight traditional universities
were made on the basis of incremental funding, that is, the previous year's budget plus some increment.
Such budgets did not necessarily relate to the activities at universities or their costs, nor were institutions
given incentives for efficiency or quality.

After the 1980 Reform, Government allocations continued to fall and were drastically rearranged.
From that moment on institutional core funding was restricted to the 22 public sector institutions. Overall,
incremental funding was replaced by four different funding mechanisms:

* Public institutional funding (aponefiscal directo), which is confined to the 8 traditional universities
and the 14 new state institutions. But incremental funding as a way of allocating institutional core-
funding was substituted by a formula consisting in diminishing public resources during a set period
of time and, after that, the levelling of that amount over time.

* In addition, an increasing amount of public resources was tied to a best-students formula", based
on the number of the 27,500 best scores in last years P.A.A. enrolled by each institution (aprorte
fiscal indirecto).

* Publicly funded institutions were asked to charge tuition fees. A Government financed student-loan
scheme was introduced to support cost-recovery (cridito fiscal uniwvitario).

* A separate Fund (Fondo Nadonal de Ciencia y Tecaologfa, FONDECYT) was established to
finance research projects chosen after a peer review process on the basis of a yearly competition
open to all researchers.

The funding of new private institutions was made dependent on resources obtained from tuition
fees. HE institutions were encouraged to seek supplementary funding both from public and private sources
through various means such as conractual funding, income for services and from private philanthropy.

From state-orporative system coordination to market-policy regultions

Traditionally, system coordination was provided by state authority and institutional oligarchies.
In fact, as has been stated by B.Clark, national systems not strictly organized as state systems are likely
to depend heavily on the many ways that academic oligarchy can link persons, groups, and institutions.
When institutions are funded mainly by Government, academics normally seek the privileged autonomy
of a direct and unfettered lump-sum grant from the national treasury to the individual institution (...)
with past commitments and budgets guaranteeing and adequate sum'.' This was precisely the way
Chilean HE worked and produced system coordination until the 1980 Reform. The 8 old universities
benefited from privileged autonomy - which came to an end in its self-governing features after the
military intervention. In addition, they had received permanent Government support through yearly
lump-sum grants, and produced their own self-administered ways and means of coordination, the most
important being the Consejo de Rectores de las Universidades Chilenas (Council of Rectors) chaired
by the Rector of the oldest institution.

E Clark, Burton, p.140-41
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The 1980 Reform radically altered these arrangements. System coordination was to be provided
mainly by a social choice context 'in which there are no inclusive goals, and decisions are made
independently by autonomous organizations"'° which were called upon to compete for students, faculty
and resources. Market-orientation become the catch word that was presumed to best capture the
practical philosophy of the 1980 Reform, both for friends and foes alike. Additionally, system
coordination was to come from regulations provided by policy orientations and the allocation of public
money. Thus institutional leverage and the academic-oligarchic power of professors, deans and rectors
were both curtailed by the Reform, with the expectation of changing the system's self-centerdness (its
monopolistic features, as was claimed by the Military Government) and forcing its opening to society's
demands as expressed through markets and diversified funding opportunities. In this context,
"competition is seen as leading to value for money for the consumer and a diversity of products to suit
individual demands. In broad terms, the public sector is seen as wasteful, inefficient, and unproductive,
while the private sector is seen as efficient, effective and responsive to the rapid changes that are needed
in the modem world'."'

INSTrITTONAL AND OPERATIONAL EFFECIS OF THE 1980 REFORM

This section examines changes in the main functional variables of the Chilean HE system during
the last decade as a result of the 1980 Reform. Modifications, mainly of a quantitative nature, produced
in the following system components will be analyzed: institutions, their size, tier and sector affiliation,
and regional distribution; enrollment growth and its distribution by tier, sector and field of study; and
finally changes in HE funding, public expenditure and institonal fnding. The following section will
examine the impact on quality (including teaching staff and research), efficiency and equity.

Insitutions

As a result of the reforms, the number of higher education insdtutions has rapidly proliferated.
Both the breaking up of the two largest public institutions and the encouragement of new private
education have significantly increased the supply of higher education. A group of 12 new public (state)
universities and 4 PIs was created out of the "rationalization' imposed on the Universidad de Chile and
the Universidad Tecnica del Estado,lhe 2 old State-universities.' Most of these new State institutions
are located in major cities outside Santiago, and their creation as autonomous institutions was supported
by the local communities.

'° bid, p.l137

" Walford, Geoffrey, -Changing Reationship between Goverment and Higher Education in Britain', in
G.Neave and F.Van Vught (eds.), Prometheus Bound. The Changinz Relationshin Betwee Govemment and Hither
Education in Western Eurove. Pergamon Pre, Oxford, 1991, p.169

12 Only two state-PIs remn The other two were icoported into preexisting universities. The Insitute
Profesional de Chilldn was assmilae by the Univeraidad del BEo Bho and the Instituto Profesionl de Valdivia by
the Universidad Austdl de Chile.



n1-9

The founding of new private institutions was encouraged through a permissive licensing system.
In fact, private universities could be established with the only obligation of offering at least three
professional programs leading to different professional certificates selected out of twelve defined by law
as previously requiring the obtention of a licenciatura.Y

To ensure some quality standards, private universities and PIs were required to submit to a special
examination procedure. Once officially authorized by the Ministry of Education, the new private
institution must sign an examination agreement with either one of the traditional universities or one of
the new state institutions. This agreement takes the form of a private, fee-for-service, contract without
any intervention by any public body nor further Government control. In accordance with the examination
agreement new private institutions must submit their teaching programmes for approval by the examining
institution. During a period of 5 to 10 years students of new private institutions as well as the first five
cohorts of graduating students must take their final examinations with a committee composed by faculty
members from both the new and the examining institution. After satisfactory completion of the
examination period, the new private institution will automatically obtain the status of a full autonomous
university or PI. No additional accreditation and/or evaluation procedures were established, the
underlying idea being that quality and efficiency were to follow from competition for students, teachers
and researchers, and for public and private funds.

By Governmental decision, the two old state-universities gave birth (eventually) to 14 additional
(state) establishments. In addition, a total of 276 new private HE establishments have been officially
recognized during the years 1980-1990. In effect, the shape of Chilean HE has changed dramatically,
as shown in Diagram 1. New institutions were established more rapidly in Tiers II and HI (i.e., in the
non-university levels of HE), in part because the founding of new private universities was submitted up
to 1987 to one additional prerequisite, involving a prior authorization by the Minlsterio del Interior, that
is, the Ministry in charge of internal affairs and security. This restriction, and not the socially more
demanding expectations involved in the setting up of this type of institutions, explains the slow emergence
of private universities during the first half of the last decade and the abrupt institutional explosion after
1987 (See above, Table 1).

D This specification was later changed to the obligation of conferring one professional certificate out of a
list of 15 defined by law as previously requiring a Ucendatura. The latter correspond to the following caree law,
economics, psychology, medicine, odontology, engineering, forestry engineering, agronomy, chemistry and
pharmacy, veterinary, biochemistry, architecture, primary education teacher, secondary education teacher, special
education teacher.
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Diagram 1
Changed Configuration of the Chilean HE System, 1980-1990:

Tier and Sector Distribution of Establishments

YEAR 1980 YEAR 1990

SECTOR and SUBSECTORS SECTORS and SUBSECTORS
( ) Number of insti- ( ) Number of institutions

tutions
PUBLIC PRIVATE

1.5. (20)

1.1 11.2 11.3 1.1 11.2 11.3 1.4
(2) (3) (3) (2) (3) (3) (40)

TIER II II
Universi- (12)
ties

1.6. (22)

TIER II 2.1. 2.2.
Professional (2) (80)
Institutes

3.1.
TIER III (168)
Technical Training
Centers

1.1. Old state universities (2) and their offsprings:(12) new state universities)
1.2. Old private catholic universities with public funding (3)
1.3. Old non-confessional private universities with public funding (3)
1.4. New private universities (40)
1.5. Sum total of universities with public funding (20)
1.6. Sum total of HE establishments with public funding (22)
2.1. PIs with public funding (2)
2.2. New private PIs (80)
3.1. New private ITCs (156)
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The rapid increase in the number of HE institutions over a relatively short period of time had four
major effects:

* The Chilean HE system has turned privatedominant in the non-university levels and now is dual
public/private at the university level. Post-secondary, non-university HE is now a (private) market
concern with a wide supply of different study opportunities.

* Establishments have grown more regionally dispersed thus enlarging access opportunities over the
whole of the country, particularly in the non-university levels. Nonetheless, overall distribution
of enrollment between the Metropolitan Region and the rest of the country has changed in the
direction of a still higher concentration in the capital city, which in 1983 accounted for 49% of
total enrollment and in 1990 for 51.2%.

* Supply of HE is now provided by a large number of small size private institutions and a few
medium-size establishments. Appendix Table 1 shows the average enrollment by establishment in
the different tiers and sectors. In the private university sector, the three largest of the new
establishments account for 56.3% of total sector's enrollment.

* The rapid expansion of higher education capacity, however, may be exceeding the demand. The
latter phenomenon is most intense at the non-university levels but can also be perceived in the
private university sector. Thus, while in 1980 the ratio of new openings to first year enrollments
in the 8 old universities was 100.0% in 1990 the ratio for the whole system is 59.0%. That is,
there are more places available than there are first year students enterring the system. But for each
tier and sector, ratios differ: public universities 97.4%; private universities 69.6%; public PIs,
96.5%; private PIs 50.5% and ITCs 45.6%."

Table 4
Chile: HE Supply and Demand, 1983-1990

Variable 1983 1985 1990

Terminal enrollmn
a the secondary level 122,210 137,795 132,018

Number of students who
take the PAA(1) 119,245 121,168 114,343

New openins supplied by
the HE system 72,765 116,564 162,794

1st year enrollments 64,037 71,766 96,089
Ratio of 1st year enrolls./
new openings 88.0 61.6 59.0

Source: Divisi6n de Educaci6n Superior, MlNEDUC, 1991
(1) Considen both High School graduates from last years cohort and school leavens from
previous years who take the PAA .

14 See Yanez, Jost, 'Antecedentes econ6micos y financieros del distema de educaci6n superior' (manuscript,
1991), Table I
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EnroUment

HE enrollments have more than doubled during the last decade. The entire expansion has been
provided by private sector institutions, mostly at the non-university levels. University enrollment
increased by 12.6% during the decade, exclusively by new private universities.

Table 5
Chile: HE Enrolment by Tiers and Sectors

1980 1985 1990

Universities 116,962 118,079 131,702
With Public Funing 116,962 113,128 112,193
New Private, No Public Funding - 4,951 19,509

Profossinal Instiutes - 32,636 40,006
With Public Funding - 18,071 6,472
New Private, No Public Funding - 14,56S 33,S34

Tech Trining Centers - 50,425 77,774
With Public Funding - - -
New Private, No Public Funding - 50,425 77,774

Total 116,962 201,140 249,482

Source: Divisi6n de Educaci6n Superior, MINEDUC, 1991

In 1990, 52.4% of total enrollment was provided by private institutions with no public funding.
But at the university level, enrollment in publicly funded institutions clearly outweighs private sector
enrollment.

From a comparative point of view, the gross enrollment ratio in the Chilean HE system of 18.6%
for the corresponding age group (20-24 years) is similar to other Ladn American countries and as high
as some European countries. Chile's HE system is still in the process of massification, despite the
proliferation of establishments and the doubling of enrollment during the last decade. However, given that
demand for places is for the most part being satisfied, further massification will not be possible until
secondary school coverage is increased.

Enrollment distribution by field of study at the undergraduate level greatly varies between tiers and
sectors. Table 3 presents the overall distribution at the system level and for the different tiers.
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Table 6
Chile: Students by Field of Study According to

Tier Classification of HE Institutions, 1990

FIELD OF STUDY University PIs TTCs

Agricultue 8.5 6.3 6.5
Medical Science and Health 9.7 - 3.7
Engineering and Reltd. Tech. 28.6 16.1 29.9
Natural Sciences and Mathematics 4.4 0.5 0.7
Social Sciences 11.3 17.3 2.8
CLommercwial and Bus. AdrnirL 7.0 24.6 46.9
LAw 6.4 - 0.9
Humanities 7.1 21.3
Education and Teacher Training 12.3 20.6 1.9
Arts and Architecture 4.7 11.0 5.3

Source: Divisi6n de Educaci6n Superior, MINEDUC, 1991

Public institutions enroll students in all fields of study, but tend to concentrate on engineering and
related technologies, education and teacher training, the social sciences, and commercial & business
administration. During the last decade, there have been some major shifts in enrollment distribution
within this subsector. On the one hand, public institutions have witnessed a decline in the area of teacher
training, that was partially absorbed by Tier n institutions (PIs), and in the area of medical sciences and
health related studies. On the other hand, these institutions have expanded programs in agricultural
studies, natural sciences and mathematics, and law.

Private HE institutions possess a very different enrollment distribution profile, specializing in
courses that are relatively low cost In Tier I institutions, law, social sciences and commercial and
business administration careers account for more than 80% of total enrollment. In the case of PIs, the
social science programs and teacher training account for more than half total enrollment. In the case of
7rCs, almost 50 per cent of enrollment is in the social sciences and a third in the technological field.

Funding

Probably the single most far reaching effect of the 1980 Reform has been its impact on financing.
The 1980 Reform envisaged two major changes related to funding. First, there would be an emphasis
on mobilizing non-government, particularly student, resources to finance higher education. This was
achieved via tuition fees at publicly funded institutions and the establishment of private institutions to
expand access. Second, the allocation of public resources would be on the basis of criteria that would
stimulate quality and efficiency.

In accordance with these changes, the Military Government made the following projection of the
percentage allocation of public funds to HE (Table 7).
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Table 7
Chile: Projected Public Expenditurc in BE, 1980 onward

Resources 1980 1981 1982 1983 1984 1985 1986

Institutioal support 100 100 90 75 60 S0 50
Best students relatod formula - - 10 25 40 S0 S0
Student loan scheme - 7 15 23 30 40 50

Total 100 107 115 123 130 140 150

Source: Decreto con Fuemz de Lay NO 4, 1981

Thus not only a change in the funding mechanisms of the publicly supported institutions was
envisaged but also a net increase of the total amount disbursed by the public treasury, over a period of
6 years, after which state funding would stabilize at a level representing 50% more (in real terms) of the
amount apportioned in 1980.

Although the proposed changes were rapidly adopted the budget projections did not materalize. In
fact, Chile's economy experienced a severe crisis in 1982, and during the following years fiscal policy
and public expenditure were highly restrictive. As a result public expenditure in HE followed a very
different path than had been projected in 1981 (Table 8). On their part, public institutions had to cope
with diminishing State resources and with a broadening spectrum of new financing opportunities.

Table 8
Chile: Actual Public Expenditue in BE, 1980-1990

Resources 1980 1981 1982 1983 1984 1985 1986 1987 1988 1989 1990

Institutional support 100.0 96.0 86.2 59.6 S8.7 53.2 47.9 43.7 41.6 37.5 33.4
Best students related formulae 0.0 0.0 11.0 11.0 9.4 8.4 7.8 7.2 7.8 11.0 10.8
Student loan ceme 0.0 7.0 14.7 18.3 22.7 18.9 17.7 16.2 15.6 12.5 9.4
FONDECYT 0.0 0.0 0.3 0.2 0.4 0.4 1.0 1.8 3.0 5.5 5.6
Developmet funds 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 4.1 1.9 0.0

Total 100 103 112.2 89.2 91.2 80.9 74.4 68.9 72.1 68.4 59.2

Source: C.Le .a (ed.). Financiamiento de ls Educaci6n Suneror Antecedentes v Datos. CoJecci6n Foro
de ls Educaci6n Superior, CEP, Santiago de Chile, 1990, p.92

Thus, while direct public allocations were diminishing, the public-sector establishments increased
their income from other public and private sources. The net effecs of these changes are presented in
Table 9, which shows the actual level and composition of HE funding in Chile considering the whole
system (i.e., public and private) and the various funding sources.
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Table 9
Chile: Estimated Total National Expenditure in HE by Sources, 1990

Source USS (million)

Public sources
Public treasury allocations

a) to public sector institutions' 125.6
b) to new private institutions2 2.6

FONDECYT (assigned to HE) 11.8

Subtotal 140.0

Private sounrcs
Private philanthropy

a) going to public institutions 4.9
b) going to new private institutions 1.5

Tuition fees
a) Paid in public institutions2 81.6
b) Paid in private institutions" 77.4

Subtotal 165.4

Publiclmvate sources
Various other incomes5 159.4

Subtotal 159.4

Total 464.8

Source: Ministerio de Hacienda, Direcci6n de Prepueso, Balances
Pre-upuestarios, and
MINEDUC, Direccion de Educacion Superior, 1991

US$ 304,90 pesos.
Inludes apoiie fiscal direcao, Vonefcisal indirecto, pagari urnuario and recpraci6n de pr&stamo por
criddaoflcal. The apone directo rmpresents aound 62%, the aporte indirecto 16%, the pagar6 universitario
15 % and the rest is recuperacidn de prdnwno por crAdito.

2 Share of aportefiscal indirecto going to private universities.
' Estimate based on Appendix Table 10.
4 Estimate based on average cost of tuition fee for private sector institutions according to tier (US$1000,

US$800, US$400).
Estimate based on Appendix Table 10. Includes: wnoa de bienes y seriwos, renta de invetiones, yenta de
acaivos, transferencias del sector privado y de entidades pabiUcas, endedudaniento, recaperacidn de otros
prstanos, yei especiales y oowr ingresos.

In 1990, total national expenditure in HE represents the equivalent of approximately 1.67% of
Chile's GNP. Around 30% is directly disbursed by the public treasury, 36% comes directly from private
contributions, mainly through the payment of tuition fees, and the rest (34%) is mixed funding originating
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from services, various specific public allocations, borrowing, venta de activos, international cooperation
and private philantropy. Student fees in 1990 averaged about USS700. Appendix Table 10 illustrates
the sources of funding at the universities.

Condusions

Overall, the 1980 reforms enabled a doubling of enrollments in higher education, primarily through
a rapid increase in the number of private, non-university institutions. To achieve this expansion, a large
portion of the financing burden of higher education was shifted from the state, to the students and their
families. Market forces came into play in the allocation of state funds and competition for fee paying
students. The next section will attempt to address the impact of such market forces and expansion of the
system on the-quality, efficiency and equity of the system.

EFFECTS OF THE 1980 REFORM ON QUALITY, EFFICIENCY AND EQUlTY

QU4aty

Quality assessments in HE are difficult to come by in general. It is still harder to evaluate the
impact on quality of broad and in-depth changes as those brought about by the 1980 Reform. In the
absence of reliable quality measures, analysis must rest on circumstantial evidence and on indirect
assessments. In the subsequent sections the following quality-related aspects will be analyzed:

* ImPact of enrollment extension on public sector institutions

* Student's institution and career choices

3 Faculty staff

- Institutional research capacities

* Provision of postgraduate studies

* Institutional reputation of establishments in the various sectors and sub-sectors

On the whole, the 1980 Reform does not seem to have negatively affected public institutions in
terms of the qualitative aspects of their performance. Moreover, it might be argued that the policies
adopted prevented these institutions from experiencing the more common negative effects of enrollment
massification. On the other hand, nothing seems to indicate that dramatic improvements in quality
resulted from the 1980 Reform.

Using student choice as a proxy for quality, one can begin to make judgements about 'perceived'
quality shifts within the system as a whole. While such indicators may reflect how one institution stands
relative to another, such information reveals little about how the quality of the system as a whole has been
affected by the reforms. The demand for access to the elite, selective, university portion of the system
has remained fairly constant since the reforms. Whereas in 1980 the ratio of new openings to effective
demand was 0.54%, it was 0.64% in 1990. The relative stability of demand over time suggests that
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potential candidates with less than fair chances to be admitted in the more selective level of institutions
are now opting for private universities and institutions. Moreover, candidates who used to select second
choice programs in the old and more prestigious universities because they were not admitted to one of
the more selective careers, now have the option of still taking their preferred course of study in a private
university. In short, nothing seems to warrant the contention that public institutions are perceived by
students as having deteriorated in quality and would therefore be redirecting their demand to private
sector institutions. It is much more likely that demand is steady in the more selective institutional sector
because supply of openings is not changing in this sector while at the same time selective admission
procedures have been maintained, whereas new private institutions have generated a significant amount
of new HE opportunities, particularly in those professional courses of study that command the highest
prestige and expectations of private returns. On the other hand, an important number of young adults-
with non-elite secondary training or coming from the vocational branch of secondary schools-are now
choosing to enter PIs and TTCs.Y

An important indicator of quality within the new system is the institutional choice by the best
students. In fact, the new funding system rewards those institutions able to attract the best students.
Indirectly, quality can be associated with the enrollment distribution of these 27,500 subsidy-carrying
students. In the years 1990 and 1991, public institutions captured 87,8% and 88,9% of the total sum
allotted for this purpose. Appendix table 2 presents the distribution of these funds between public
institutions and compares their respective share with their participation in total first year enrollment.

The only conclusion to be drawn up to here is that after 10 years of the launching of the Reform,
public institutions, particularly the 8 traditional universities and a group within those derived from the
reorganization of the 2 traditional state universities tend to fare better than private institutions on selected
items that can be used to indirectly assess quality of undergraduate teaching. This can not come as a
surprise, considering the very recent creation of private universities and the well established reputation
of the older and publicly supported institutions. More surprising - at least by Latin American standards -
- is that a system-wide Reform set in motion and implemented in a period during which state spending
on HE was declining did not demolish the public sector institutions, which in general have managed to
maintain their standing and reputation.

One indicator of quality of the system as a whole is the level of staff professionalization. The
percentage of faculty holding graduate degrees (PH.D and MA degrees) increased in the public sector
institutions from 19.3% to 23.3% during the period 1981-1988, which again can be taken as indirect
evidence of quality improvement, particularly if one considers that student/teacher ratios, already low,
were at the same time further decreasing (Table 10).

" For a detailed analysis, see Muga Alfonso and Rojas, Fenando. 'Andlisis dcl Prooeso Regular de
Admisi6n a las Universidades Chilenas, Perfodo 1982 a 1989', in Lmnitre, Maria Jose (ed.), IA Educacion
Superior en Chile: Un Sistema en Transici6n. Colecci6n Foro de la Educacidn Superior, CPU, Santiago de Chile,
1990
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Table 10
Chile: Public Sector Institutions, Total Number of Academic

Staff, Percentage of Postgrduate Degree Holders and
Student/Teacher Ratios, 1981-1987

Total NO of S of Postgrad
Year acadenic staff degree holders SrI ratio

1981 12,833 19.6 8.01
1985 16,683 22.8 7.64
1987 17,655 24.0 7.10

-Source: Consejo de Rectores, Anuarios Estadfsticos,
Santiago de Chile, 1982 a 1987

In public sector institutions, about half of the academic staff is employed on a full time basis,
while in the private sector universities no more than an estimated average of 3% to 5% of the total
academic staff is hired in the same condition, the latter frequently being engaged in authority positions
within the institution. Estimated student/teacher ratios in the leading new private universities are not very
different from those found in the public universities, with an average of 11/1 in the two major private
universities.16 Appendix tables 5 and 6 examine in more detail staff professionalization at different
institutions.

Another indicator of quality is the research output of the higher education system. Such an
indicator, however, only reflects what is happening at the elite institutions in which research activities
are concentrated. In terms of internationally registered scientific publications, the major state university
(Universidad de Chile) produces around 50% of the total university output, followed by the Universidad
Cat6lica de Chile (25%), and the two leading public regional universities (Universidad Austral de Chile
and Universidad de Concepci6n) each with around 8% of the total output."' Amongst those researchers
actively engaged in the presentation of proposals to the yearly competition of FONDECYT (2,137
researchers), during the period 1982-1989, 42% belong to the Universidad de Chile, 24% to the
Universidad Cat61ica de Chile and around 6%, in each case, to the Universidad Austral de Chlle and
the Universidad de Concepci6n. The other four old universities account for an additional 11% of the
active researchers. The remaining 10% is distributed between researchers of the 14 new state
institutions." Table II shows the percentage participation of the various HE institutions in the
distribution of projects and resources assigned by FONDECYT over the 1982-1990 period.

t In these two universities, full time teachers are 5% and 10% of total faculty staff, respecively.
Administrative personnel stands in a ratio of around 0,25 to one faculty, and there are around 45 students per one
administrtive staff member, without considering junior staff (auxiliares).

17 See Krmuskopf, Manuel, op it.

" See Saavedm, Franciso y Vergar, Patricio, Recursos Humanos ea Lvestig&ci6n Cientflica v Tecnol6ica.
Sg girtici;scifn en FONDECYT, CONICYT, SantiaSo de Chile, 1989
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Table 11
Chile: Percentage Participation of the HE Institutions in the

Distribution of Projects and Resources Assigned by FONDECYT,
over the 1982-1990 Period

Approved % of allocated
Institution projects resourca Number%

U.de Chile 1,038 40.1 40.2
U.Cat6lica de Chile 635 24.5 23.0
U.de Concepcidn 156 6.0 6.9
U.Austral de Chile 139 5.4 6.8
U.de Santiago de Chile 106 4.1 4.3
U.Cat6lica de Valparaso 90 3.5 3.6
UTFederico Sta.Mada 79 3.1 2.9
U.Cat6lica del Norte 16 0.6 0.5
New state universities 161 6.2 5.9
Other HE instiutions 17 0.7 0.8
Other institutions and

individual researchers 152 5.8 5.1

TOTAL 2,589 100.0 100.0

Source: BsD n F.Saavedr, EEstadsticas del Fondo Nacional de Desarrollo Cientlfico y TOcnolItico. Peifodo
1982-1991-, CONICYT, Santiago de Chile, 1991

Considers years 1982 to 1991, raourc alrady allocated or set aside for approved projects.

Research productivity meassured in accordance with the science-publication data provided by the
Institute for Scientific Information shows a regular increase during the latest comparable years and puts
Chile steadily amongst the 5 most productive Latin American countries (Table 12).

Table U
Chile and Selected Latin American Countries: Number of Scientific Publications, 1986-1989

Country 1986 1987 1988 1989

Argentina 1,674 1,688 1,648 1,718
Brzil 2,001 2,083 2,193 2,556
Chile 815 799 841 901
Mexico 1,022 1,139 1,061 1,270
Venezuela 382 375 362 412

Source: CONICYT, Op.cit.

In 1988, 82.3 % of Chilean internationaly registered scientific publications originated within the HE
system. The 2 oldest universities, that is, the Universidad de Chile and the Pontificia Universidad
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Catolica de Chile, contributed respectively with 45.6% and 24.4% of all HE institutions originated
publications. In turn, the 8 traditional state supported universities account in 1988 for 94.2% of the
scientific publications produced by the HE system."

Although the Chilean research community is small and beavily concentrated in a few of the old
universities, and public expenditure on R & D is just about average in the Latin American region, its
performance and comparative quality have been assessed positively. A 1988 report prepared for the
National Science Foundation, the National Aeronautics and Space Administration and the Department of
Energy of the United States, declares that although Chile is the least populous of the five major scientific
countries in Latin America, it had twice as many papers as fourth-ranked Venezuela in 1985. 'On a
population-weighted basis, Chile was much the most productive of the five, even discounting international
activity in astronomy. In astronomy, the geosciences, and agronomy, Chile was active in a higher
proportion of rapidly developing areas than average'. The report concludes that Chile's profile in the
international literature is more like that of a small developed nation than one that is attempting new
industrialization efforts'. Appendix table 4 illustrates that this scientific output has occurred with a
declining public expenditure for R&D.

These and other favourable assessments of Chile's university-based scientific performance are
challenged by some recent evaluative studies. For example, Zanelli and GarcIa argue that a country's
position within the Latin American scientific context is not relevant, due to the meager overall regional
science and technology productivity, which is 20 to 60 times lower than that of developed countries such
as Belgium, Australia or the Scandinavian countries. Moreover, Zanelli and Garcfa show that Chile is
losing position compared to more dynamic developing countries such as Nigeria, which already in 1985
was more productive than Chile in terms of main stream science production, and other countries such as
Taiwan, Hong Kong, Saudi Arabia and Korea, which are rapidly increasing scientific output.'

'he provision of graduate studies can also be taken as an indirect indicator of university
development and insdtutional capacity. According to Chilean law, only universities can confer doctoral
and masters' degrees. Presently, these degrees are granted solely by public sector institutions, while most
of 4th level enrollment can be found in the old universities. Total postgraduate enrollment has increased
by 83.1% during the last decade, but still represents only above 2% of undergraduate enrollment. 123
master's programs and 21 doctoral programs were registered in 1988 (Table 13).

t See Kmuskopf, Manuel, *Viaion de la Investigaci6n en Chile a travds de algunos Indicado
Epistemomdtricos' (manuscript, n/d)

D Science and Technology Policy Program, SRI IntentionallWashington, 'New Diections for U.S.A-.a
American Cooperation in Science and Technology', Final Report, 1988

23 See Zaneali, Jorge y Garcia, Martha C., IA Ciencia. la Tocnoloefa v la Universidad, FIACSO, Santiao
de Chile, Contribuciones N.66, 1990
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Table [3
Chile: Graduate Enrollment in Public Sector Universities, 1981-1990

Year Number % of undergraduate
enrollment

1981 1,432 1.4

1985 2,835 2.2

1990 2,622 2.2

Source: Consejo de Rectores Universidades Chiles, Boletfn
Estadfstico, 1990.

As can be expected, almost all graduate enrollment is in the group of old universities that possess
at least some research capacities.

During the last ten years (1981-1991), a total of 3,231 people obtained their degrees at the fourth
level, over a total of 23,500 students enrolled over the same period. Computed on a yearly basis, it took
an average 2350 students to graduate 323; a ratio of 7.2 students enrolled per graduate. Doctoral degrees
conferred during the period amount to around 5% of the total degrees awarded. New private universities
have recently established their first few MA programmes, up to now only in the social sciences and
education.

T he figures thus far analyzed mostly refer to public sector universities. Overall they indicate the
existence of a core group of "quality universities', with a more or less developed research base and
teaching programmes distributed across various fields both at the undergraduate and postgraduate levels.
These universities-amongst which the Universidades de Chile, Cat6lica de Chile, de Concepci6n and
Austral de Chile preeminently qualify-also possess a well established reputation based on their capacity
to attract the best students, successfully compete for research funds and produce most part of nationally
originated scientific publications, grant most of the more prestigious professional and postgraduate
degrees, and on their ability to maintain and increase over time the number of graduate holders within
a predominantly tull-time body of faculty. Appendix table 3 presents a summary of some quality-related
data for the 22 public sector institutions. The remaining group of public institutions, involving 14 (new)
state establishments and 4 old universities (one state university and 3 private state-funded universities)
are more heterogeneous.

Private sector HE institutions, which in 1990 comprise 40 universities, 82 PIs and 168 ITCs can
not be assessed through indirect quality indicators because of the unavailability of public information.
No systematic evaluation studies have been carried out on these institutions. Furthermore, their short
period of existence also inhibits quality assessments. In the case of new private universities the following
arguments referring to academic-quality issues have been debated.'

n See Apablaza, V. and Lavados, H., La Educaci6n Suocrior Privada en Chile. Antecedentes v Persoectivas.
CPU, Santiago de Chile, 1988. Also, Lemaitre, Maria Josd (coord.), Informe sobre la Educaci6n Superior en Chile.
198. CPU, Santiao de Chile, 1988. And Brunner, Jos6 Joaqufn, Informe sobre Is Educacifn Sunerior en Chile.
FLACSO, Santiago de Chile, 1986
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Private universities are said to be queuing behind most public universities having to accept second-
best students. The stereotype is that new private universities would be restricted only to students who
do not perform well in the P.A.A. but have sufficient money to pay their way into HE. In fact, as was
shown earlier, the best performers in the P.A.A. tend to go to traditional public sector universities; only
a small fraction go to private sector establishments. Students wanting to enter the private sector must pay
the full amount of the demanded fees since state funded student-loans and scholarships are restricted to
public-sector students. In short, up to now private universities-with the exception of a few programs-
only attract second-best students who can pay the full cost of their studies. This distribution, as will be
shown later, reflects the more intense socioeconomic selectivity of private universities. On the other hand,
it might also contribute to explain the high drop out rates of these universities. According to the available
information, inter-annual drop out rates in the three oldest private universities vary over 1984 to 1987
between 20.6% and 19.5% in the case of the Universidad Diego Portales, between 36.7% and 30.9%
in the case of the Universidad Central, and between 28.59% and 30.2% (only years 1984 and 1985) in the
case of the Universidad Gabriela Mistral.

On the whole, then, the 1980 reform does not seem to have negatively affected the qualitative
aspects of the performance of public institutions. Moreover, it might be argued that the policies adopted
that year prevented that these institutions experienced the more common negative effects of enrollment
massification. A core group of four public universities-those that originate most research- can probably
be considered as reasonably good institutions within the Latin American context. A more detailed
analysis of these institutions would probably show a very unequal development of its different sections
and levels. For example, in most of them the social sciences-both in terms of research and teaching-
tend to be below level. In all of them, also, graduate studies are still an area in need of development,
both quantitatively and qualitatively. It is much harder to assess the quality of the remaining universities.
With the information at hand it is not possible to draw qualitative distinctions between these different
groups of institutions, although there seems to exist, on the whole, some correlation between the size and
complexity of these institutions and their perceived quality. New private universities have adopted, up
to now, a very different development pattern compared to state-supported institutions, in part precisely
because of this difference in funding. New private universities are solely teaching establishments, with
a high enrollment concentration in a few low cost programs, practically no full-time teachers, with open
access" of students tied to their family income, and only minimal regulations in terms of public assurance
of their quality performance, though the latter trait has been partially corrected through the introduction,
in 1990, of a public accreditation system. With regard to quality evaluation of PIs and TrCs nothing can
be said at this stage due to a complete lack of information.

Efficiency

Efficiency can be broken down into intermal and external efficiency. The study of internal
efficiency in turn has two distinct but closely related aspects. Intra-system (and sectoral) efficiency
considers decision-making at the system level and allocation of resources among the various sectors and
institutions. The second aspect of internal efficiency is intra-institutional efficiency, which considers

D See Sanfientes, Andrds, Polfticas Econ6micas an ls Universidad. ILADES-Georgetown University,
Santiago de Cbile, 1990, p.16 9
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decision-making at the institutional level and the allocation of resources within the institutions.' The
following analysis focuses on internal efficiency.

Intra-system efficiency is said to be low in most Latin American HE systems due to the widespread
employment of public incremental funding procedures,' which do not provide incentives for improving
quality and performance on the part of institutions. On the contrary, it induces counter-productive
organizational behaviors which result in over-dependence on the state and lack of institutional
accountability.

As part of the reform, the government radically altered the means of allocating state resources to
institutions. Enrollment doubled while pubic allocation decreased. The entire cost of HE expansion
during the 80's was carried by the students entering the private sector institutions and their families.
Moreover, students entering public sector institutions also shared the cost of their training, contributing
in 1990 with US$32 for each US$100 awarded by the Government to support teaching in the various
public sector establishments.21 Overall efficiency in the use of public resources allocated to HE
therefore dramatically improved, without severely affecting the quality of public sector institutions.

Student teacher and student administrative personnel ratios greatly differ between public sector HE
institutions. Considering nominal ratios first, differences amounting to almost five times exist between
the two universities with the lower (Universidad de Chile) and the highest (Universidad del Bio Bio)
student teacher ratios. Not counting the Universidad de Chile, the average nominal student teacher ratio
in public institutions is 9:1. If the Universidad de Chile is included, the average ratio drops to around
7:1, since its ratio is 5:1. In terms of FTE teachers, ratios differ by a factor of four between the lowest
and highest, with an average of 11:1 (see appendix table 7).

Overstaffing therefore exists to a similar degree in other Latin American universities. For example,
in Brazil, FTE student/faculty ratios both for Federal and State universities (1988) is 9:1, which still is
about two times higher than the Universidad de Chile. lhe state university of Sao Paulo (USP), the
largest and considered to be the best institution of HE in Brazil and one of the more prestigious in the
Latin American region, has a student teacher ratio of 10:1. UNICAMP, with the highest percentage of
enrollment at graduate level (319%) has a student teacher ratio of 7:1. Also, Chile's average ratio for
public sector institutions compares unfavorably with other country's public sector ratios. Thus for
example, in the USA public 4 year institutions show a student teacher ratio of 17:1 in 1988. In brief,
although similar to the nominal ratios found in other Latin American countries, Chile's average ratio is
significantly lower than ratios found in North American, European, Asian and Oceanic countries, with
the exception of Norway, Portugal and Japan. The number of students to administrative personnel' is

> For these standard distinctions and their application to IAtin American HE, sec Winkler, Donald, Hiibhe
Education in Latin America. Issues of Efficiency and Eauitv, World Bank Discussion Paper 77, Washingtom, 1990

Z See Brunner, Jost Joaquin, Evaluaci6n v Financiiamiento de la Educacion Sugneor en America Latina.
Bases yara un Nuevo Contrato, CPU, Documento de Trabajo 62/91, Santiago de Chile, 1991

X In fact, the actual figure of student's contribution should be stil higher if the sum assigned to loan is
discounted from the overall public allocaton and computed as deferrod expenditure by the individuals.

27 Paradocentes, administrativos and auxiliares
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also low, with an average of 6.1:1, a figure that is better than the very low ratios in Federal Brazilian
universities (3.1 and 4.1 in the UFMG and UFSC) and lower than the ratios of two Brazilian Catholic
universities (11.1 and 14.1 in PUC-Rio and PUC-SP, respectively).

Internal efficiency of public sector institutions needs to be assessed also in terms of productivity.
A study carried out in 1984 shows that on-time graduation rates in 12 university-only based career
programs fluctuate between 23% and 74% percent. Nine out of the 12 programs had less that 50% on
time graduation rate (Table 14).3

Table 14
On-Time Graduation Rates by Field circa 1985

- Careea 

LAW 34
Agronomy 29
Architecture 47
Biochemistry 43
Dentstry 74
Enginering 28
Economics 39
Forstry 23
Vebeinary 47
Medicine 71
Puychology 73
Phamacy 30

Taking year 1985 (or around) as base, a comparative efficiency index for 8 Latin American HE
systems has been computed so as to allow for cross national comparisons inside Latin America and with
European HE systms. As shown in Table 15, total enrollments across a selection of 8 Latin American
systems were 4,218,769 and the graduate output 497,621. In effect, these 8 systems graduate 11.8 per
cent of their total enrollments. If, all other things being equal, this average output is taken to be the
norm and that it constitutes an actual-rather than desirable-measure of efficiency, it is then possible
to see how far effective output for 1985 compares with what might be expected if all HE systems had an
output of 11.8%.1 In the case of Chile, the efficiency index is below the norm.

Surprisingly enough, the Latin American situation does not differ substantially from the situation
of the nine university systems that were analyzed by G.Neave. In fact, expected output in Europe was
slightly below the Latin American norm, at 11.3%. And the efficiency index varied from 51.2 in Austria
to 204.4 in the case of Great Britain.

See J.Ruz, I.Navarro & C.Aguilar, Cuademnos Conseio de Rectores. NO 22, 1984

' The efficiency index represents graduate output x 100 divided by expeted output. The me formula ha
been used by G.Neave for 9 European university systems. See Noeve, Guy. 'Editorial', G. Neave (ad.) Eurpa
Universitv Systems, Part I, CRE-Information, 3rd Quarter, 1986, p. 18
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Table 15
Selected Latin American countries: Efficiency levels in graduate output, around 1985

Country Total enrollments Gmduate output Expected output Efficiency index

Bnzil 1,479,397 2S3,553 174,495 145.3
Colombia 391,490 56,052 46,172 121.4
Costa Rica 63,771 4,908 7,522 65.2
Chile 197,437 20,256 23,288 87.0
Mexico 1,207,709 120,829 142,449 84.8
Peru 443,640 9,706 52,327 18.5
Uruguay 87,707 3,488 10,345 33.7
Venezuela 347,618 29,402 41,002 71.7

Source: Based on UNESCOF Statistical Yearbook, 1988

International comparisons only give very gross relative efficiency measurements because of the
differences in systems, their internal differentiation and the length of studies in the various tiers and
sectors. The above contrast, for example, could be disputed because it does not take into account the
different mix of graduate output of the various systems according to levels (and therefore length) of
careers.

Using the same efficiency index to compare institutions within Chile yields results that are listed
in Appendix Table 8. Total enrollments across the 22 establishments were 121,876 and graduate output
12,624. Overall, the public sector institutions graduate 10.4 per cent of their total enrollments. Graduate
output is lower than expected in the case of 13 institutions, 5 of which belong to the group of the 8 old
universities. The Universidad Catolica de Chile has the highest efficiency index across the old universities
and the Universidad de Talca in the case of the new regional state-universides. Allowing for differences
in the duration of the various careers, on time graduation for the whole sector is on average 38.8 per cent.

The high input-output ratios in the public sector confirm the low levels of internal efficiency
amongst these institutions. In theory, most university based programs take 5 years. But computed input-
output ratios show that on average th figure per graduate is 9.2 years. Although this figure indicates
a reatively high level of inefficiency, when compared to the still higher input-output ratios in other Latin
American countries, as Venezuela for example, the Chilean public sector institutions stand out -in
comparative terms- as 'fair performers'. In Venezuela only the Universidad Sim6n Bolivar, which has
by far the best input-output ratio, favorably compares with the average ratio of the Chilean public sector
institutions .°

Over time, there has been a noticeable rise in input-output ratios over the last two decades (see
Appendix Table 9 for the ratios for 24 institutions). At the end of the 1970's, the average input-output
ratio for the 8 existing HE institutions was 7.1 years. Today, this figure is 9.2 student-years per graduate
at system level and it stands at 10.1 years for the old universities (Table 16).

3° In the case of Univeradad Sim6n Bolivar this figure is 9.13 years. See Reum, Feando, Mg
Feasibility of Introducine Loan Scbemes to Finance Higher Education in Latin America. 'Me case of Venezuela'.
Paper prpared for the IBRD, November 1990
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Table 16
Chile: Old Universities, Input-Output Ratios in 1980 and in 1990

Institution(l) Average Avenge 110 Averge Avenge I/O
enrollment Graduates ratio enrollment Graduates rtio

(1986-1990) (1988-1990) 1990 (1976-1980) (1978-1980) 1980

U. de Chile 16,888 1,734 9.74 52,280 7,208 7.2
U. Cat6lica de Chile 14,817 2,497 5.93 13,845 2,293 6.0
U. de Concepci6n 11,419 1,088 10.53 12,536 2,282 5.5
U. Catdlica Valprulo 6,932 878 7.90 6,832 759 9.0
U. T6cnica F. Santa Mara 5,653 547 10.33 3,537 326 10.8
U. Santiago de Chile 12,261 1,153 10.63 28,840 3,867 7.5
U. Austral de Chile 5,596 657 8.48 4,540 683 6.6
U. Cat6lica del Norte 2,969 149* 19.92 5,882 548 10.1

Total 76,535 17,966 10.05 128,307 17,966 7.1

Source: Consejo de Rectores, Anuario 1980 and IM
' This figure needs to be checked.

High input-output ratios not only reflect levels of inefficiency but also translate into higher public
expenditure per graduate. High public expenditure per student and per graduate will also translate into
high unit costs per student and per graduate. Computation of student unit costs and per graduate cost must
include, in the Chilean case, both public and private expenditure directly related to teaching." Table
17 shows average costs per student and per graduate in the public sector institutions. Leaving aside the
two PIs, student unit cost are highest in the Universidad Cat6lica de Chile and the Universidad de Chile
and lowest in the Universidad de la Serena. Average unit cost for the whole public sector is USS
1.700, well below the figures for equivalent institutions in other countries of the world.

3 Cost of teaching will be estimated as the sum of expenditures incured by the public trey (port
directo, indirecto, pagard universitario and recuperaci6u de crEdito fiscal universitario) and the expenditurm
equivalent to the income originated by payment of tuition fees. Unit costs will thus be computed as the average of
public and private expenditure per stdet anrolled at the undergraduate level. Unit costs of graduates will be
computed as sudent unit cost times the input-output ratio for each establishment
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Table 17
Chile: Average Estimated Unit Costs per Student and per Graduate

in the Public Sector Institutions in US dollars, 1990.

Institution Student Graduate
unit cost unit cost

U. de Chile 2,435.6 23,722.8
U. Cat6lica de Chile 2,582.4 15,313.6
U. de Concepci6n 1,613.1 16,985.9
U. Cat6lica Valpam{so 1,787.8 14,123.6
U. T. F. Santa Maria 1,400.5 14,467.2
U. de Santiago 1,454.6 15,462.4
U. Austml Chile 1,520.7 12,895.5
U. Cat6lica Norte 1,623.8 32,346.1
U. de Valpamaso 1,828.8 11,704.3
U. de Antofagasta 1,505.4 17,823.9
U. de la Seren 1,027.8 7,677.7
U. del Blo Blo 1,271.1 18,641.7
U. la Frontem 1,375.9 11,241.1
U. de Magallanes 1,994.6 13,423.7
U. de Talca 1,894.8 11,937.2
U. de Atacama 1,631.7 16,512.8
U. de Tampad 1,255.1 11,797.9
U. Aruro Pt 1,158.7 15,144.2
U. Mebopol.Cs.Ed. 1,431.7 15,147.4
U. Playa Ancha 1,192.3
I.P. de Santiago 877.2 16,465.0
I.P. Osorno 513.1 7,947.9

Average 1,699.7 15,637.2

Unit costs for graduates differ more widely as they reflect the computed input-output ratios for the
different institutions. The highest per graduate unit costs are found in two of the old universities, the
Universidad del Norte and the Universidad de Chile. The lowest unit costs per graduate are to be
found in some of the new regional universities (Universidad de la Serena, Universidad de la Frontera,
Universidad de Valparaiso, Universidad de Tarapac and Universidad de Talca). But also one of
the old universities (the Universidad Austral de Chile) shows a graduate unit cost that is well below the
sector's average.

Equity

The following section examines available data on to the socioeconomic status of students in higher
education. The results of the various studies cannot be compared to make any judgements about the
impact of reforms over time because of the differing methodologies and disparate sources of information
they use.
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A study carried out in 1966 examined the socioeconomic profile of students in the 8 old
universities.' In general, 40.4% of students came from high and middle high socioeconomic
backgrounds.

A second study, performed by G. Briones, compares the socioeconomic composition of students
entering the 8 old universities in 1976 and 1981.3 A reduction in the representation of students coming
from families with low educational attainment can be discerned (Table 18). Briones contends that ther
has been an elitization of access to the 11 only-university based courses of study in the 8 old universities.

Table 18
Chile:-Socioeconomic Background of University Studlnts Entering into the 8 Old Universities,

in Years 1976 and 1981 According to Father's Education. (percetage)

Father's educaion 1976 1981

Illiterate 0.8 0.5
lncomplete prmay 11.9 12.6
Complete primary 17.0 13.0
Incomplete eondoay 21.9 17.7
Complete eondary 2S.0 28.7
Incomplete university S.9 5.8
Complete univercity 14.S 18.1
Military stdie 2.9 3.S

Source: G.Briones, *LA educaci6n superior en el modelo de la economfa
nooibeosi' in PIlE, Las Inadrmaiones Educaconsles bpi
elRimenMilitsr. PUE, Santiao de Chile, Vol.2, chapter 11.

A further study by Gonzalez, Latorre & Magendzo shows the socioeconomic background of
students enrolled in first year classified by tier and sector, according to father's education in year
1984.' Table 19 presents a summary of the findings. A clear difference of students background exists
between public sector institutions, both universities and Pls, and new private institutions. While in the
fist type of institutions students coming from families where father's education is below the complete
secondary level represent more than 40% of total first year enrollment, in the private sector institutions
the same group is less than 15% in the case of universities and less than one third in the case of Pls.
Moreover, the socioeconomic profile of students in the TTCs is on the whole not very different from the
profile of students in the public universities. These findings confirm the overall strong selective character

32 See E.Schiefelbein y otros, Up Intento de Artlisis Global de la Universidad Chilens. PLANDES, Boletfn
Informntivo, NO 28-29, 1968, p.40

D See Briones, Guillermo, 'La educacion superior en el modelo de la economla nooliberal'. En PHE, Iu
Transformaciones Educacionales baio el Remimen Militar. PIIE, Santiago de Chile, Vol.2, cap. 11

34 See Gonzalez, Luis Enrique, Latorre, Carmen Luz and Magendzo, Abraham, Anilisis de ls incidenca
sobre la educacidn postsecundaria chilena de los cambios producidos por Is reestructuracion universitaris del afo
1981-. PIIE, Santiago de Chile, 1987 (mimeo), Table 3.2
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of the Chilean HE system. Appendix Table 11 confirms some of these findings for first year students
using a different classification of SES.

Table 19
Chile: Socioeconomic Background of Students Enrolled in First Year
Classified by Tier and Sector, According to Father's Education, 1984

Institution Diterate Primary Secdary Unversity
Incomp. CompL Incomp. Compl. Incomp. Compi.

Universities
With public funtds 0.6 9.9 15.9 18.5 30.8 5.4 18.8
No public funds 0.1 0.9 1.9 7.6 31.9 19.5 38.2

Total 0.6 9.2 14.8 17.6 30.9 6.5 20.4

P. Institutes
With public funds 3.0 26.4 20.6 12.5 20.8 5.8 11.1
No public funds 0.4 3.9 5.5 13.6 35.8 9.9 31.0
Total 0.9 8.6 8.7 13.3 32.6 9.1 26.7

TT Centers 0.6 11.4 15.4 17.4 35.3 5.1 14.8

Tota Population
40 yr. and more 14.0 42.0 10.7 23.8 5.5 2.2 1.8

Source: L. E. Gonalez, C. L Latorre, A. Magendzo, AnLlisi de la incidencia sobre la educaci6n posodcundaria
chilena de los cambios producidos por la reestnrcturaci6n unversitaria del aDo 1981. PIIE, Santiago,
Chile, 1987 (mimeo), Table 3.2

J. Castafeda has analyzed the redistributive impact of public educational expenditure for year
198 5 .M This study demonstrates that only 25% of direct institutional allocations benefit the poorer 60%
within society. If one looks more specifically at the beneficiaries of student loan funds, 51,4% of the
funding benefits these groups. Two additional studies reviewed by A. Sanfuentes - one based on the
same 1985 figures and the second based on a special household survey carried out by J. Rodriguez-
corroborate these results. In effect, they show that the top 20% income distribution group obtains around
53% of public expenditure allocated to HE, while the bottom 20% group only captures 6%MI These

M See Castafieda, Tarsicio, Pac Combatir la Pobrezn. Polftica Social v Descentralizacift en Chile durante
los'80 CEP, Santiago de Chile, 1990, Chapter 2, section IV. This analysis is based on data provided by the
CASEN survey (1987). Although these results are very much under dispute, they provide gross estimations that can
be used when interpreted carefully.

Y Sanfuentes, AndrEs, Antecedenteas sobre la distribuci6n del ingreso y gastos gubernamentales par atenuar
la extrm pobren'. In Revista Estudios Sociales, NO 60, 1989, p.29
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figures compare unfavorably with the information available for other Latin American countries, with the
exception of Dominican Republic.'

More recent household-survey data from the Planning Ministry, can be used to construct ' an
inequality index of the ratio of HE share to population share for each quintile (Table 20). The value 1.0
shows equality between population share and enrollment share for a given group. Values below 1.0
suggest discrimination against the group. Values above 1.0 over-representation of the group in
enrollments. Thus, young adults in the poorest group represent one fifth of the total 18-24 age population
but only less than 5 per cent of HE enrollments. At the other end, young adults in the upper income
group represent a mere 13.5 per cent of the age population and approximately one third of total
enrollments. These figures are similar to those of Latin America, but with a more pronounced inequality
index in the case of the low status group and a mDlder index with respect to the high status group.

The socioeconomic background of HE students enrolled in private institutions can be estimated,
although only in very gross terms. While only 1.3 % of the bottom quintile age-group enrolls in private
sector institutions, 13.2% of the top group does. Thus an important result revealed by these surveys is
that lower income groups are far less likely to enroll in private institutions than in public institutions.
That is, poorer students who access the system go to public institutions. Private universities have a much
more unequal representation of the various status groups within society, as presented in Tables 19 and
21.

Table 20
Chile: Distnbution of Enrollments by Income Groups, 1990

Quintile Percent of total Percent of Inequality
18-24 popuation enrollmts Index

1 20.9 4.2 0.2
2 23.5 6.6 0.3
3 23.0 9.4 0.4
4 19.1 15.9 0.8
5 13.5 32.0 2.4

'7 See Winkler, Donald, gyci, Table IV.6, p.62

X MIDEPLAN, 'AnOliais preliminar de la informaci6n de la encuesta CASEN 1990: mddulo educacidn,
(mimeo, 1991). As will be noticed, HE enrollment figure obtained by way of the CASE N survey do not
correspond to the official figures provided by the Ministry of Education. In fact, they are produced on the basis of
a survey with only a very limited number of HE students acting as respondents. Nonetheless, they can be
considered as a gross approximation to student's socio-economic background classfied acoording to per capita
income of their families.
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Table 21
Chile: Percentage of 18-24 Years per Capita Income Quintiles Enrolled in HE

and Percentage Enrolled in Private Institutions, 1990.

Quintile Enrolled Enrolled
in HE in private insts.

1 4.2 1.3
2 6.6 3.0
3 9.4 4.2
4 15.9 7.0
5 32.0 13.2

TOTAL 12.0 5.1

Access opportunities to HE have been improving during the last decades, in parallel to the
enlargement of secondary education. Moreover, as noted earlier, the ratio of new openings to first year
enrollments has steadily increased, to a point where in 1990 the whole system supplied 1.7 openings for
each one student enrolled in first year. But this latter occurrence has more to do with private institution's
supply side strategies than with the actual levels of equality of the system. In fact, over-supply grows in
inverse proportion to the reputation and tier affiliation of establishments, thus allowing the ratios of
applications to admissions to remain stable at the university level while they decrease at the level of
private Pls and TrCs.

REMANING ISSUES AND ACIIONS

In sum, the reforms of 1980 have dramatically restructured higher education in Chile. Enrollments
have doubled during the decade chiefly through a proliferation of private, non-university institutions. The
doubling of enrollment has been achieved at the same time as public funding for higher education has
been reduced.

The introduction of market forces-competition for students, and significant cost recovery measures-
-does not seem to have harmed quality in the public universities, the elite part of the system. In fact, the
measures taken may be seen as having prevented deterioration that has elsewhere been associated with
rapid expansion. On the whole, Chile boasts some of the highest quality universities in Latin America.
There is concern, however, about the quality of the new private institutions.

A more puzzling aspect of the system is the apparent failure to improve the efficiency of the
system, especially the low output of graduates relative to the number of students. Despite competition,
there is no evidence that staff are being more efficiently deployed in public institutions. The relatively
low student teacher and student staff ratios may be explained, in part, by the utilization of staff for
income generating activities and second employment in private institutions.

In terms of equity, the reforms have expanded access overall, but higher education continues to
serve mainly middle and upper middle income groups. The lower income groups do not appear to have
benefited from the rapid expansion of private institutions which mostly serve upper income groups that
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are unable to find places at the elite institutions. On the other hand, the moves towards cost recovery
have limited the extent of public subsidies benefiting upper income groups.

Fwrlher Rcfonn

A central issue of concern that remains after the reform, and is currently being addressed under
further reforms in 1990 and 1991, is the overall development of new institutions and the mechanism for
ensuring quality in new programs. Three issues stand out:

Nwnber and size of inswtutions. Out of 40 private universities, only 2 enroll 3000 students or
more; the next 3 enroll 1000 students or more. These 5 universities account for 68% of the sector's total
enrollment. Most of the other private universities have less than 500 students. (Appendix Table 1).

Inadequate accrediation of these insittions. Up to 1990, all new private universities, once
officially authorized by the Ministry of Education, were accredited through the examination procedure
introduced in 1981. The procedure involves prior approbation of the new institution's teaching programs
by a freely chosen public sector instittion. In each program, students and academic degrees or
professional certificates candidates belonging to an examined university must take their final exams under
a commission composed by faculty members of both intervening universities. After satisfactory
completion of the examination period, the new private institution automatically gains its full autonomy.
The examiination procedures introduced by the 1980 Reform have been criticized mainly because:

* they do not provide institutional supervision,

* the relative academic weakness of some of the examining public institutions,

* they do not provide public assurance that academic standards are being achieved by the new
institution,

- they are based on a commercial arrangement between the two intervening institutions thus
being liable to extra-academic arrangements,

* there is a lack of public control over the whole process.

Standards and professional status of academic stff. A HE Commission set up by the
Government in 1990 voiced the more common apprehensions about the quality of the private universities
teaching bodies: 'absence of objective, merit-based criteria for the recruitment of academic staff; lack
of a core group of full-time academic personnel; high turnover rates of faculty; multiple employment by
the part of faculty members thus preventing the maturing of a sense of institutional identity and
belonging; the fact that numerous private university faculty members come from the old public institutions
which have to bear the cost of supporting a full time academic body without obtaining value for money;
the absence of an academic career structured according to the needs of the new institutions; scarce
attention given to academic personnel development; the inadequate working conditions prevailing in some
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of the new institutions, and the lack of library, laboratory facilities and equipment support for academic
work'.'

Recent developments in the accreditation ofprivate institutions. In March 1990, four days before
the installation of the democratically elected Government a Constitutional Law (i.e., a law that requires
a special quorum for its reform) for the whole educational system was passed by the Military
Government. The larger part of the law refers to the HE system. Under the new law, a public,
autonomous body -the Higher Council of Education (HCE)- was set up, with two major functions:

(1) to accredit new private universities and PIs,

Cii) to approve the core national curriculum for
primary and secondary education.

The HCE has nine members: the Minister of Education, who chairs the Council; 3 members elected
one by the state universities, one by the old and new fully autonomous private universities, and one by
the fully autonomous Pls; 3 members elected by the scientific community; and two members elected,
respectively, one by the Supreme Court and one by the Chiefs of Staff of the Armed Forces and the
Director General of the National Police. The Council designates an Executive Secretary who is in charge
of day to day operations and directs the Council's staff. The HCE is financed through a specific annual
National Budget allocation and is legally entitled to charge fees for its accreditation services. The
Council's staff is composed of 8 professionals and 3 administrative employees. During its first year of
operation, approximately 70 consultants were engaged in assessment activities. The operational cost of
the Council's first year was US$ 85,000.

The accreditation procedures set up under the 1990 Constitutional Law have the following major
characteristics:

* They provide a licensing system for the establishment of new private universities and PIs
centered-around the approval of both an institutional proposal and the programs that will be
offered. Once these have been approved by the HCE, the institution is officially recognized
by the State and can initiate its activities.

- They also provide a temporary Institutional assessment system whereby the development
of each approved institutional program is periodically reviewed (once a year) and closely
monitored, during a minimum period of six years, after which the HCE can declare the full
autonomy of a private institution.

* Under the regulations of the 1990 law, all universities and PIs that were created after 1981
and have not been granted full autonomy are free to choose between remaining within the
examination system or submitting to the newly established accreditation procedures. These
procedures are therefore optional for already existing private HE institutions.

" Comisi6n de Estudio de la Educaci6n Superior, Una Poiftica 2ar el Desarrollo de la Educaci6n Sunerior
en la D6cada de los Noventa', Santiago de Chile, 1991, p. 27
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* Institutions that might be created before March 1992 can decide between being accredited
by the HCE or use the 1980 examination procedures. After March 1992, new universities
and PIs will have to be accredited by the HCE.

Out of the 40 existing private universities, 21 have chosen to be accredited by the HCE. They
comprise 71% of all students enrolled in the private university sector. Of the 80 existing private Pls, 15
of which have already gained their full autonomy under the examination regime, and 18 have chosen to
be accredited by the HCE. They comprise 33% of all students enrolled in private PIs.

Z See, Consejo Superior de Edu-cci6n, Un Aiio de TTabaio, Santiago de Chile, 1991
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APPENDIX TABLES

Appendix Table 1
Chile: Average HE Enrollment by Establishments

Establishments Number Average
enrollment

Universities
W.p.f 20 5,610
New private 40 488

Private Institutes
W.p.f. 2 3,236
New private 80 419

T. T. Centers
W.p.f. _ 
New private 168 463

Source: Divisi6n de Educaci6n Superior, MINEDUC,
1991.
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Appendix Table 2
Chile: Public Sector Institutions, Their Share in First Year Enrollment

and the Proportion of Student-Quality Subsidies They Obtain*, 1990

Institution % of 1st year % of participation
enrollment in student-quality

subsidy

U. de Chile 10.25 19.26
P. U. Cat6lica de Chile 11.67 15.30
U. de Concepci6n 9.66 11.29
U. Catdlica Valparaiso 7.24 8.31
U. Tecnica F. Santa Maria 5.40 5.03
U. Santiago de Chile 8.26 9.28
U. Austral de Chile 5.05 4.75
U. Catolica del Norte 3.53 2.21
U. de Valparalso 3.41 3.48
U. de Antofagasta 2.19 1.49
U. de la Serena -3.11 0.93
U. del Bfo Bfo 5.06 3.32
U. de la Frontera 3.27 2.78
U. de Magallanes 1.19 0.31
U. deTalca 1.91 1.94
U. de Atacama 1.25 0.40
U. de Tarapca 4.02 1.53
U. Arturo Prat 1.73 0.85
U. Metropolitana Cs.Ed. 4.48 2.46
U. de Playa Ancha Cs.Ed. 2.17 0.84
I.P. de Santiago 3.19 3.66
I.P. Osorno 1.95 0.59

Source: Consejo de-Rectores, Anuario Estadfstico, 1990 and Division
de Educacidn Superior, MINEDUC, 1991.

Only considers the amount obtained by public institutions.
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Appendix Table 3
Chile: Selected Quality-Related Indicators

for Public Sector HE Institutions, 1989-1990

Institution A B C D E F G H I J

U. de Chile 16,926 14.7 19.3 3229 5.2 0.17 39.7 41.0 46.3 9.74
P. U. Cat6lica de Chile 14,399 12.4 15.3 1166 12.3 0.43 22.1 24.5 22.2 5.93
U. de Concepci6n 11,192 9.6 11.3 1104 10.3 0.34 6.7 5.9 7.4 10.53
U. Cat6lica Valparamso 6,737 5.8 8.3 479 14.1 0.46 3.8 3.6 3.3 7.90
U.T.F. Santa Ma 5,486 4.7 5.0 255 21.5 0.25 2.9 2.9 2.2 10.33
U. Santiago de Chile 11,324 9.7 9.3 739 17.1 0.18 4.0 4.2 5.3 10.63
U. Austral de Chile 6,863 5.9 4.8 601 11.4 0.35 5.9 5.3 7.8 8.48
U. Cat6lica del Norte 3,013 2.6 2.2 218 13.8 0.40 1.0 0.6 0.3 19.92
U. de Valparaiso 3,001 2.6 3.5 324 9.3 0.11 1.0 0.5 0.9 6.40
U. de Antofagasta 2,757 2.4 1.5 202 13.6 0.34 1.1 0.9 0.7 11.84
U. de la Serena 3,017 2.6 0.9 203 14.9 0.25 1.0 0.7 0.9 7.47
U. del Bio Bfo 4,958 4.3 3.3 276 18.0 0.20 0.2 0.2 0.2 14.66
U. de la Frontem 4,360 3.8 2.8 362 12.0 0.18 1.0 0.8 1.1 8.17
U. de MaguLAnes 1,036 0.9 0.3 90 11.5 0.20 0.6 0.5 0.1 6.73
U. de Talca 2,933 2.5 1.9 14I- 19.8 0.39 0.3 0.3 0.5 6.30
U. de Atacama 1,436 1.2 0.4 97 14.8 0.36 0.4 0.3 0.0 10.12
U. de Tarapaci 3,894 3.3 1.5 307 12.7 0.30 0.9 0.6 0.3 9.40
U. Arturo Pnat 988 0.9 0.9 113 8.7 0.11 0.1 0.1 0.0 13.07
U. Metropolitana Cs. Ed. 4,158 3.6 2.5 366 11.4 0.23 0.5 0.6 0.0 10.58
U. de Plays Ancha Cs. Ed.* 2,203 1.9 0.8 181 12.2 0.47 0.1 0.2 0.1 -
I.P. de Santiago 3,399 2.9 3.7 236 14.4 0.06 0.2 0.1 0.0 18.77
I.P. Osorno 2,074 1.8 0.6 144 14.4 0.15 0.6 0.4 0.2 15.49

A: Enrollment, 1989. Consejo de Rectores. Anuario Estadfstico. 1989 (*) 1988 enrollment figures.
B: % of total enrollment.
C: X of participation in 1990 best students-subsidy. See Table 18.
D: Number of FTE faculty. 1989. MINEDUC. Divisi6n de Educaci6n Supenor.
E: Student/FTE teacher ratio. 1989.
F: Ph.D & MA/FTE teacher. 1989.
0: % of active reseahers in PONDECYT during period 1982-1989. Defined as those who participated at leat once as

'investigador responsable' or two times as 'co-investigador' in approved projects. Percentage over total of active
researchers. 5.8% of these come from outside the considered HE establishments. CONICYT. Recursos Humanos en
Investieaci6n Cientffica v Tecnol6oica. op.cit.

H: % of research projects approved during the period. Percentage over total of approved projects during the period. 5.6%
of approved projects como from outside the considered HE establiments. Source sme as in G.

1 S of publications over total originiutded within HE institutions (85.0 % of national total) for 1989 registered by the I.S.S.
M. Krauskopf. gpRjj. Table V.

J: Grmduates/enrollment ratio. 1986-1990. See below, Table 9.
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Appendix Table 4
Chile: R & D Public Expenditure and Percentage in HE System,

1980-1988

Year USS (million) % GNP % to HE

1980 104.4 0.37 47.0
1984 87.0 0.45 44.6
1988 90.6 0.46 32.5

Source: Based on CONICYT, Op. Cit.

Table S
Chile: Faculty Staff, Nominal Time and Formal Training by Tiers and Sectors, 1986

%FT %HT SPT %PHD %MA %PT %NT

IIniversities
W.p.f. 59.1 7.3 33.6 7.6 12.5 78.9 1.0
private,n.p.f. 5.5 1.5 93.0 8.5 15.1 72.4 4.0

Prfessional institutes
W.p.f. 50.3 12.3 37.4 0.5 9.0 84.3 6.1
Private,n.p.f. 9.7 7.0 83.3 2.2 9.3 80.2 8.3

Source: C. Cox and C. Jara, Datos Basicos Dara la Discusi6n de Poifticas en Educacion (1970-
I.2=, CIDE-FLACSO, Santiago de Chile, 1989.

FT: full time
HT: half time
PT: part time
PT: professional title and/or licencatura
NT: no professional title
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Appendix Table 6
Chile: Institutional Profile of the New State Universities, 1990

Institution Number Faculty staff Number
of approved Major fields of
stildO Number % of % of research enrollment concentration

(1986) FT post- projects
grads. (1988- 1st. 9 2nd. %
holders 1990)

U. de Vparaso 3,391 639 36,3 7,7 5 Medic./health 34,5 Social Scs. 24,2
U. de Antofagasta 2,825 373 61,1 17,2 10 Technologies 43,2 Health 31,7
U. de la Seren 3,066 304 67,8 13,2 9 Technologies 42,1 Education 35,9
U. del Bfo Bfo 5,806 -495* 21,2 25,1 4 Technologies 46,0 Social Scs. 15,7
U. do la Frontera 4,487 573 50,3 10,1 11 Technologies 33,2 Mod./Health 22,6
U. de Magallanes 1,100 192 44,8 0,8 9 Technologies 38,5 Social Scs. 28,3
U. de Talca 2,328 326 54,6 17,2 9 Social Scs. 37,6 Agriculture 22,7
U. do Atscams 1,458 144 54,9 13,2 3 Technologies 81,0 Education 16,9
U. de Tanpcd 4,274 468 58,3 22,9 14 Education 31,5 Tochnologs. 29,9
U. Arturo Pmt 1,206 164 62,8 0,9 - Social Scs. 52,0 Education 14,5
U.M. Cs. Ed. 4,462 485 71,8 11,3 10 Education 100,,0 -
U.P.A. Cs. Ed. 2,071 357 58,3 11,2 2 Education 81,7 Humaities 15,1
I.P. de Santiago 4,221 414 29,0 13,0 - Technologies 49,4 Social Scs. 26,7
I.P. Osomo 4,217 202 63,4 12,4 10 Education 51,7 Agficulture 26,1

Souce: Based on Consejo de Rnctores Universidades Chiles, Anuanos Estadfsicos, 1986 and 1990 and F.
Saavedra, op ct
Does not consider faculty staff of IP de Chillan which was later aborbed by the U.del Bio Bio
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Appendix Table 7

Institution s/r FrE/S S/AP
Ratio Ratto Ratio

UCH 3.1 5.3 2.7
PUC 6.7 9.8 6.5
UC 9.1 10.3 5.9
UCV 7.7 12.3 8.3
UTFSM 13.7 20.1 7.6
USACH 9.3 17.2 8.4
UACH 7.7 9.0 4.7
UCN 13.6 14.0 4.9
UV 4.3 7.7 5.4
UANTO 10.4 12.0 7.6
ULS 13.2 17.7 10.6
UBB 14.5 25.2 17.7
UFRO 8.2 12.4 9.4
UMA 6.2 10.2 9.4
UTAL 11.9 17.0 11.8
UATA 14.0 19.8 10.6
UTAR 9.6 13.4 7.5
UAP 6.8 11.5 8.1
UMCE 8.9 11.9 8.5
UPACE n.i n.i n.i
IPS 9.2 18.2 15.4
IM 12.8 16.7 8.3

IPV 16.0 20.8 9.9
IPO 13.6 18.0 13.5

Average 7.1 10.8 6.1

Source: Consejo de Rectores. Anuario Estad(stico, 1987.
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Appendix Table 8
Chile: Public Sector HE Institutions

Efficiency Levels in Graduate Output, 1990

Country Total Graduate Expected Efficiency
enrollments output (2) output (3) index

Total 121,876 12,624 10,358 100.0

U. de Chile 16,478 1,793 1,707 105.0
P. U. Catolica de Chile 14,566 2,243 1,509 148.6
U. de Concepcidn 11,692 995 1,211 82.2
U. Cat6lica Valparalso 6,976 732 723 101.2
U. T6cnica F. Santa Marfa 6,145 539 636 84.7
U. Santiago de Chile 11,251 1,111 1,165 95.4
U. Austral de Chile 6,562 537 680 79.0
U. Catdlica del Norte 3,291 140 341 41.1
U. de Valparaiso 3,391 275 351 78.3
U. de Antofagasta 2,825 208 293 71.0
U. de la Serena 3,066 347 216 109.8
U. del Bfo Bfo 5,806 680 601 113.1
U. de la Frontera 4,487 594 465 127.7
U. de Magallanes 1,100 133 114 116.7
U. de Talca 2,328 442 241 183.4
U. de Atacama 1,458 152 151 100.7
U. de Tarapaci 4,274 360 443 81.3
U. Arturo Prat 1,206 122 125 97.6
U. Metropolitana Cs, Ed. 4,462 358 462 77.5
U. de Playa Ancha Cs. Ed. 2,071 340 215 158.1
I.P. de Santiago 4,221 332 437 76.0
I.P. Osorno 4,217 191 437 43.7

Source: Consejo de Rectores. Anuario Estadfstico, 1990 and Divisidn de Educacidn Superior,
MINEDUC. 1991
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Appendix Table 9
Chile: Public Sector HE Institutions, Input-Output Ratios, 1990

Institution (1) Average Average 1/0
enrollment Graduates ratio
(1986-1990) (1988-1990)

U. de Chile 16,888 1,734 9.74
U. Cat6lica de Chile 14,817 2,497 5.93
U. de Concepcion 11,419 1,088 10.53
U. Cat6lica Valparafso 6,932 878 7.90
U. Tecnica F. Santa Marfa 5,653 547 10.33
U. Santiago de Chile 12,261 1,153 10.63
U. Austral de Chile 5,596 657 8.48
U. Cat6lica del Norte 2,969 149 19.92
U. de Valpara(so 2,986 471 6.40
U. de Antofagasta 2,813 239 11.84
U. de la Serena 3,510 470 7.47
U. del Blo Bfo(2) 3,576 244 14.66
U. de la Frontera 4,415 540 8.17
U. de Magallanes 1,137 169 6.73
U. de Talca 3,252 516 6.30
U. de Atacama 1,639 162 10.12
U. de Tarapaca 3,929 418 9.40
U. Arturo Prat(3) 1,281 98 13.07
U. Metropolitana Cs. Ed. 4,423 418 10.58
U. de Playa Ancha Cs. Ed. n.i n.i
I.P. de Santiago 3,698 197 18.77
I.P. Osorno 2,820 182 15.49

Source: Consejo de Rectores. AnuaroEstadfstco, 1990.
(1) I.P. de Chilln and I.P. de Valdivia are not considered.
(2) Enrollment, years 1983-1987; graduates, years 1985-1987.
(3) Output figures present steep fluctuations.
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Appendix Table 10
Chile: Income Composition of Public Sector HE Institutions, 1990

(in million pesos)

Institution Total Income Public Tuition Fees
Treasury Payments by Other Sources(3)

Disbursements(l) Students(2)

SS $ 5 $ S 9 

U. de Chile 27,363.1 100 8,381.1 30.6 3,856.2 14.1 15,125.8 55.3
U. Cat6l. de Chile 28,175.9 100 5,676.0 20.1 5,792.9 20.6 16,707.0 59.3
U. de Concepci6n 8,252.0 100 3,954.0 47.9 1,861.0 22.6 2,437.0 29.5
U. Cat6l. Valpar. 5,378.6 100 2,164.2 40.2 1,638.4 30.5 1,576.0 29.3
U.T.F. Santa Marfa 2,812.6 100 1,918.2 68.2 705.8 25.1 188.6 6.7
U. de Santiago 6,732.9 100 3,047.5 45.3 1,924.5 28.6 1,760.9 26.1
U. Austral Chile 3,647.9 100 1,917.6 52.6 1,125.0 30.8 605.3 16.6
U. Catolica Norte 3,616.2 100 1,172.4 32.4 457.0 12.6 1,986.8 54.9
U. de Valpamfso 2,351.1 100 1,079.8 45.9 811.1 34.5 460.2 19.6
U. de Antofagast 3,372.3 100 758.7 22.5 538.0 16.0 2,075.6 61.5
U. de la Serena 1,298.6 100 797.7- 61.4 163.2 12.6 337.7 26.0
U. del Bfo Bfo 2,737.4 100 1,128.9 41.2 1,121.4 41.0 487.1 17.8
U. a Frontera 2,755.4 100 1,014.6 36.8 867.8 31.5 873.0 31.7
U. de Magallanes 943.4 100 333.8 35.4 335.2 35.5 274.4 29.1
U. de Talca 1,620.3 100 728.1 44.9 616.9 38.1 275.3 17.0
U. de Atacama 1,136.6 100 450.3 39.6 275.1 24.2 411.2 36.2
U. de Tarapcd 2,167.7 100 1,084.0 50.0 551.6 25.4 532.1 24.5
U. Aituro Prat(4) 1,114.7 100 211.4 19.0 214.7 19.2 688.6 61.8
U. Metropol. Cs. Ed. 2,712.7 100 1,127.5 41.6 820.3 30.2 764.9 28.2
U. Playa Ancha 1,016.0 100 396.7 39.0 356.2 35.1 262.2 25.8
I.P. de Santiago 1,653.8 100 563.1 34.0 565.9 34.2 542.8 31.7
I.P. Osomo 902.2 100 377.9 41.9 281.9 31.2 242.4 26.9

Total 111,761.4 100 38,283.5 34.3 24,880.1 22.2 48,614.9 43.5
USS 366.5 125.6 81.6 159.4

Source: Based on Ministerio de Hacienda, Direccion de Presupuesto, Balances Presupuestarios, 1990.

(1) Considers aporte fiscal directow, *aporte fiscal indirecto', *Pagare universitario and *recuperaci6n de
credito fiscal universitario-.

(2) Includes direct payment of tuition fees both at the undergraduate and postgraduate level.
(3) Includes service contracting with public and private bodies, research funds, venta de activos, renta de

inversiones, recuperacion de prdstamos, endeudamiento, donaciones, otros ingresos y disponibilidades an
caja.

(4) Income for tuition fees has been estimated.
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Appendix Table 11
Chile: Socioeconomic Background of Students Entering 1st Year in Public and Private Universities, 1990

Father's Occupaton Public Universities Private Universities

Mgers, entrepneurs, administrators, professionals 16.6 33.4

Specized employees, tchnicia, niddle-size entrepreneurs 24.2 23.5

Clerical and saleswoikers 25.0 18.3

Small proprietors and self-employed atisans 15.0 14.6

Skilled vanual workers 9.8 5.1

Semi and umskilled manual workes 5.8 2.8

Personal (domestic) srvices and housewifes 3.6 2.3

Total 100.0 100.0

Source: Uznivesdads Chilenas, Proceso de Admisi6n. 1989-1990.
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OVERVIEW OF THE HIGHER EDUCATION SYSTEM IN BRAZIL

Stnrcuure and History

Higher education in Brazil currently enrolls about 1.6 million students, 97% of which attend
undergraduate programs. As Chart 1 shows, enrollments have grown during the last thirty years from
less than 100,000 in 1960 to 1.6 million by 1989, which is equivalent to 12% of the school age
population and about 58% of secondary school enrollment. First-year undergraduate enrollment is
equivalent to 74% of secondary school graduates in the previous year. About 60% of total enrollments
are in private institutions, of which one third are in private universities. Federal institutions, most of
which are universities, account for 22% of enrollments. State institutions enroll 13%, with the vast
majority in Sao Paulo and ParanA. Municipal institutions, also mainly in the Southeast and South, enroll
5% of students.

BRAZIL: Undergraduate Enrollrent 1960-89 univBities, of which 35 are

hooTou"M federal, enrolling over 300,000
-6- _ students, 39 are private, enrolling

1400 ._ over 300,00 students, and 19 are
state or municipal, enrolling about
150,000. In addition to

10s. universities, the Brazilian higher
/oo education system includes

multiple-faculty institutions that
offer program in more than one
knowledge area (such as social

400 --- -- 7 --------------- ___ sciences and technology) and
200 single-faculty institudons that offer

programs in only one knowledge
o . . . . . . . . . . . . . . . . . . . . . . . . .. . area (such as social sciences).

SO A70 o 11-4 Over 80% of the higher educadon
________________________________ rinstitutions' are of the single-

Chart 1 faculty type. Within these two
egories, most of the single-

faculty institutions and nearly all of
the multiple-faculty institutions are private. Chart 2 summarizes the current enrollment breakdown by
governing authority and institutional type.

'The Ministry of Education (MEC) atistics counts each isolated- faculty as an institution, although, in the
private sector, sevenl *isolated' faculties may be under the control of a single govening board and, thus, actly
constitute a single institution. It is esfimated that the total number of private non-university institutions would
decrease by as much as 50% if the governing board were the inclusion criterion.
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Programs of study range from
Total Higher Education Enrollrnent by Government Authority 4 semesters, such as in pedagogical

and Institutional Type, 1989 programs that prepare elementary
T1,0 uandM school teachers, to 12 semesters, such

as in professional programs that
ao. prepare medical physicians. Degrees

____00__________ are offered in teaching, vocational
areas, by discipline, by profession,

_o- for example), and for military or
religious careers.

100< .-

Almost two thirds of students
Fdisrl |tain Munlidpl P to are emolled in the broad field of arts,

Nen-Unhnraltlz t.Is- IF5"I 53M1 5 79 social sciences and humanities. Exact
Univoaltl_ 323.76 u4me 3SD 36l5 sciences (11%), engineering and

technology (10%), and health
-u~uZ Unlwrnlilm msciences (12%) enroll about one third,

Urn T.bb u-a with agriculture holding only 2-3% of
the enrollment. In 1989 the system

Chart 2 produced over 220,000 graduates,
about half from universities.

Assuming a five-year average for completion of a program by students, and given that the 1985 freshman
enrollment was around 400,000, 50% is a rough estimate of the graduation efficiency rate in BrazDlian
higher education. This rate is relatively low considering that Brazil requires competitive entrance
examinations (vestibular) for all higher education institutions.

In the mid-1960s the Brazilian Government decided to meet the social demand for higher education
by encouraging the establishment of more private institutions, mostly of the non-university type, and
opening new federal universities, mostly in the capitals of the poorer states, where none existed before.
The implicit policy goal was to consolidate a relatively elite public university system, offering
undergraduate and graduate instruction free-of-charge to the country's best students and emphaszing
research, while creating a private sector providing mass education. However, while federal institutions
generally offer better instruction than private institutions, only a few of them undertake significant
amounts of research. While Brazil was pursuing this model, other Latin American countries, such as
Argentina and Mexico, were opening the doors of public higher education to nearly all secondary school
graduates and creating mass public education systems paired with small private systems.

Between the mid-1960s and mid-1970s, Brazilian higher education exhibited continued fast growth,
averaging around 20% per year. Although all sub-systems grew in student enrollment, private enrollment
increased most rapidly. In 1965, 38% of total enrollment was in federal institutions, 17% in state, 1%
in municipal, and 44% in private; by 1983, these proportions had changed to, respectively, 24%, 10%,
6%, and 60%. By 1989, federal and municipal enrollment shares had decreased to 21 % and 5%, while
the state and private shares had slightly increased to 13% and 62%. Since 1983 enrollment in federal
institutions has declined slightly, while state and private institutions have grown steadily.

Brazil's education system is highly differentiated by region. In the poorest region, the Northeast,
roughly 4% of the age cohort attend higher education, compared with 10% do in the richest region, the
Southeast. The public sector predominates in the North and Northeast, while the private sector holds the
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majority of the enrollment in the other regions, especially in the Southeast, where it has more than two
thirds of the students. There is little federal and very strong private (90% of enrollment) presence in Sao
Paulo, where nearly all of public higher education enrollment is in state schools.

Although federal and state institutions charge small fees for student services, and also contract
specialized services (research, training, technical assistance, and health care) to public and private
agencies, the constitution specifically prohibits the charging of tuition. Therefore public universities are
mainly financed directly with government funds. In contrast, private institutions are financed mainly
through tuition and fees, although some private universities receive government funds (mostly for
graduate programs and research) and contract services to public and private agencies. Students attending
private institutions can also benefit from public funds by applying for educational loans and/or
scholarships.

Federal expenditure on federal universities2 in 1988 averaged US$7,930 per student, about fifty
times more than expenditure at the primary and secondary levels (roughly US$150 per student). This
level of spending is higher than that of other Latin American countries and it is similar to that of many
developed countries. The average for Chilean public instititions is US$1,700 and for Venezuela is
US$1,625. Unit expenditures in private institutions range from about US$4,500 in the best Catholic
universities to a low of US$500 in some non-university private institutions. Table 1, which su
enrollments and estimates costs by sector, shows that total public spending in higher education is
equivalent to 1.3% of GDP and accounts for approximately 80% of total spending in higher education
in Brazil. These figures do not include spending on research in universities by agencies outside the
Ministry of Education, which is equivalent to another 10-15%.

In Brazil a large share of total public spending on education goes to higher education. Only 2%
of total public education enrollment is in higher education, but an estimated 23% of total public (federal,
state and municipal) education spending is directed to this level. The Ministry of Education alone spends
about 60% of its budget in its federal institutions, which serve only 22% of higher education students.

Assuming that enrollment in graduate education as well as percentage of faculty with advanced
degrees are proxies for output quality, it is possible to differentiate several tiers of higher education
institutions in Brazil. On this basis, as well as on the basis of informed judgments by relevant observers,
the two state universities of Sao Paulo (USP) and Campinas (UNICAMP) are in a category by
themselves. These are by far the highest quality institutions in Brazil and boast significant graduate
programs (26% of the enrollment in graduate education in Brazil is in these two institutions). Under-
graduate education is also considered by far the best in Brazil. Science and engineering constitute major
portions of enrollment. Total enrollment in these two institutions is around 50,000.

2 Figures are basod on official exchange rates. Excluding university hospital and pension costs, the unit costs
would be about US$6,000. See page M-11 for a more detailed discussion of unit costs.
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Table 1

Aother tier is formed by a rdeltvey large number of public and private universities that provide
:undergraduate education of varying quality. Only a few of these institutions have significant graduate
programs: the federal universities of Rio, MiDas Gerais, Santa Catarina, Sao Carlos, Rio Grande do Sul,
and Pernambuco, as well as the Catholic Universities of Rio and Sao Paulo (PUC-Rio and PUC-SP)
enroll 7% or more of their students mn graduate programs. Total enrollment in these somewhat research
oriented institutions is around 92,000 in the federal univerities and around 45,000 in the private
institutions. Enrollment in the remaining federal univerities, several of which are reported to be of
reasonable quality (that is, those without significant graduate education) is around 215,000. Other state
institutions of similar quality enroll 140,000. The remaining private institutions can be divided between
universities (enrollment 310,000), which generally offer undergraduate education of reasonable quality,
and faculties which offer low quality, mostly evening, courses in the social sciences and law, mainly for
a lower middle class clientele (enrollment 580,000). Table 2 is a breakzdown of enrollments by these tiers
of higher education in Brazil.
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Equity and External Efficiency

romUment by Tvpe of Istitution 1989i'
Several studies have documented that

.... the vast majority of students in all higher
Two High QuitY st univerhie -50,000 education institutions, both public and private,

- -(USP and UNICAMP) - . . . - - are from the middle or upper classes. Public

Sax Pedael Univ;es 9wilb }te#uch - - -- - institutions have students of the highest
-- d Gdsuaozdmtatios A- -- :-socioeconomic status. A recent survey of

income of parents of federal university
T.o High Quai Calho Us_-ver:ties 45,0w0 students shows the following breakdowns

(1989) in terms of minimum salaries: 0-3
minimum salaries, 18% of students; 4-10,

- Other Swec and MwdCIDh Z18,000 37 %; and 11 and above 44%. This compares
with an estimated 10% of the general

Odher Private Univerities - population earning more than ten minimum
Conf,ssiorul and Communiy 191,000- salaries.' Socio-economic class within higher

. . - -:-Cunl 155,000- education varies by subject studied. A study

Private-Non-Umveauy52a±matzoea(Paul, 1991) shows that over 30% of
enrollees in day engineering, biomedical

Total: -- - , studies, and law in a private institution in Sao
-___-_- Paulo had fathers with higher education,

compared to 13% in teacher training and 16%
!t -D d53O5flUflfl5 OfDS?Of Perf',,~~ in night courses in law and social sciences.

j''.OII~ . __' Fully 61% of students in the federal
univerity in Ceara studying civil engineering
had fathers with at least an undergraduate

Table 2 degree. This compares with 20% or less for
areas such as literature, nursing, geography,

and pedagogy. For Brazil as a whole about 8% of the adult population has attended higher education
institutions. The student profile of the more prestigious private institutions (some Catholic universities)
is similar to that of the public institutions. Table 3 provides a summary of recent studies on the socio-
economic status of higher education students.

As can be expected the earnings of those with post secondary education of any sort are high. Data
from the 1980 census shows that the income of those with 13 or more years of schools is more than
fifteen times those with five years of schooling and more than 180 times the income of those with less
than three years of schooling.

Meyer (1982), Farret (1985), Salih (1990), Gomes (1990), and Paul (1991) have documented these income
inequalities. Estimates of income distribution in the generl population are from Camargo, et al. (1990). he lop
docile of the labor force earned an average of 17.1 mininmu wages in 1989. The second docile earned an averge
of 5.6 minimum wages.
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4 Reporte in Claudia de Mourn Cato (1990).
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in the same job they had while studying, possibly with some salary increment or some modest increased
aspirations because of their degree. These people are paying for low-cost courses and getting modest
perceived benefits from them.

There is little information on private and social rates of return to education in Brazil. One study
(Psacharopoulos, 1985) reports private rates of return of 25% for secondary education and 14% for
higher education and social rates of return of 24% and 13%. A more recent study (Leal and Werlang,
1989) reports private rates of return of 16% for both higher and secondary education, 12% for full
primary education, and 16% for four years of primary education during the period of 1982-86.

Graduate Education and Research

Graduate education is a small but important part of the higher education system. Current
enrollment is estimated atkbout 50,000, the bulk of which is in master's programs. Roughly one third
of the graduate students are pursuing a degree in the 'hard' sciences (including technology). About half
of the graduate enrollment is in federal institutions and one third is in state institutions, nearly all (97%)
in the state of Sao Paulo. There are more than 1,300 master's and doctoral courses, or an average of
40 students in each degree program. Graduate education has recently grown rapidly, and is of relatively
high quality compared to undergraduate education, to a great extent because of a relatively effective
competitive funding system operating outside MEC's regular funding of higher education institutions.

The funding mechanism for graduate education and research in both the public and private sectors
is based to a great extent on open competition and peer review. Public and private universities and non-
profit research institutes get funds for graduate education and research. These funds may not appear in
their budget if they are received through foundations'. The most important Government agency
financing (and undertaking) science research is the Council for Scientific and Technological Development
(CNPq). The CNPq provides funds for researchers in the form of salary increments and also provides
support in the form of research grants, usually to individual researchers and for relatively small amounts.
Along with its grant program, CNPq administers eleven separate research institutes and a large
scholarship program (at present, there are 30,000 scholarships inside Brazil and 3,500 overseas).

The Agency for Financing Studies and Projects (FINEP) is a public corporation which acts both
as a conventional research foundation and as a development bank lending funds for technological
innovation in Brazilian industry. FINEP was set up in 1967 to develop Brazil's engineering industry.
FINEP has 700 staff, more than 100 with doctoral or masters' degrees, and in 1988 supported 1,840
projects split almost equally between scientific research and technological development. FINEP also
functions as the Executive Secretariat for the National Scientific and Technological Development Fund
(FNDCT), a major government source of grant funding for infrastructure, new buildings and new
equipment in university based science and technology research. Funding for FNDCT in 1992 as well as
for CNPq was severely reduced because of Brazil's ongoing economic difficulties.

The Agency for Training of High Level Personnel (CAPES) of the Ministry of Education and
Culture (MEC) coordinates graduate education in Brazil. CAPES's principal instruments of support have
been grants and fellowships for study in Brazil and abroad for individuals preparing for careers in
university teaching and research (in 1989, CAPES supported around 14,000 students at Brazilian
universities and 2,000 students in North America and Europe). CAPES certifies and rates all graduate
programs in terms of overall quality and provides support to 700 graduate courses (two-thirds of all the
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courses in the country). It also runs a program to help build up institutions so that they can offer new
courses. In 1989 CAPES' total budget was equivalent to US$200 million.

Private Higher Education

Private higher education has existed for over a hundred years in Brazil. Its participation in the
overall system increased during the late 1960's and 1970's, when the military regime, confronted with
strong pressures for increased enrollment in public institutions, as well as political opposition centered
in the public insttutions, resolved to permit the opening of large numbers of new private institutions.
During that time higher education, both public and private, increased rapidly, but the greatest increases
were in private non-university institutions.

Since the 1970's, a majority of students have enrolled in private institutions. In the 1960's and
1970's private higher education grew at 15% per year, much faster than the secondary system, with the
result that a more heterogenous clientele, including students with deficient preparation, now attend private
institutions. Growth over the past six years has only been 2% per annum as a result of the economic
downturn as well as continuing restrictions by CFE on opening of new programs.

The private sector in 1987 comprised 72% of the institutions, offering 67% of the first year
openings, enrolling 60% of the students, and supplying 67% of graduates. Compared to public
institutions, the private sector emphasizes undergraduate education and humanities, social services, and
teaching. It has 75% of the student enrollment in humanities, 66% of languages, 57% of exact sciences
and technology, 14% of agricultural sciences, 43% of health sciences, and 51% of arts. For teacher
training the private sector has 67% of teaching programs, with 69% of students and 75% of graduates.

Although the private sector concenrates on undergraduate education, it is also an important partner
in graduate education: 11% of programs, and almost 20% of students. However 60% of private sector
graduate enrollment is concentrated in two universities, the Catholic Universities of Rio and Sao Paulo
(PUC-RJ and PUC-SP). In comparison, about one third of the federal universities have no graduate
education, and 50% of graduate enrollment in federal institutions is concentrated in three universities,
in Rio, Minas Gerais, and Rio Grande do Sul. CAPES' program of peer evaluation and rating of
graduate programs shows that graduate education in the private institutions is of quality comparable to
that of many federal universities. Private graduate education receives more than 10% of the funds
allocated by the government agencies CAPES, FINEP, and CNPq and supplies 15% of theses and
dissertations.

Private Univenties. PUC-Rio and PUC-Sao Paulo enroll 25,000 students, offer high quality
undergraduate and graduate education, and produce research. PUC-Rio has a student teacher ratio of
10:1, which is similar to that of federal universities; 17% of its enrollment is in graduate education.
PUC-Sao Paulo has 15% in graduate education and a 16:1 ratio. These two institutions were founded
many decades ago, have large numbers of graduate students, student-teacher ratios lower than in many
other private but higher than in public, some full-time faculty, and costs higher than many other private
but lower than public ones.

' Mhis section draws (thoughnot exclusively) on comprtive case studies, undertkn by VabI (1990), of four
commumity universities, including 2 Catholic universities (PUCs).
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In private universities other than PUC-Rio and PUC-SP, 80-90% of teachers do not have graduate
degrees; only about 15-20% are full time; 63% are hired on hourly bases for teaching only (no research
expectation) and receive salaries of about USS 200 per month. In contrast, in public universities 55%
of teachers did not have a graduate degree in 1988; and 77% were full time. With regard to student
flow, the ratio of 1985 first year openings over 1989 graduates was 789%, compared to a public university
ratio of 63 %. Private universities use facilities, libraries, and laboratories, and use them more than twice
as intensively as public institutions. FiE student/teacher ratios are 24:1 and unit costs average about
US$1,000 compared to 8.8:1 and around US$8000, respectively, in federal institutions.

Private Non-University Instiutions.' A large number of the non-university institutions offer all
levels of schooling, from pre-school to tertiary education, thus maximizing the utilization of their facilities
and direct administration systems. They usually do not have campuses, simply occupy buildings,
sometimes in more than one location, often offering night courses only in buildings operating as
secondary schools during the day. Some have good facilities but the majority do not. Many single-
faculty and multiple-faculty institutions aspire to university status, because of higher prestige and
relatively more autonomy. The vast majority of these institutions are located in Sao Paulo and Rio.

Income from tuition accounts for 50% to 96% of an institution's budget, with an average of
approximately 80%. The federally-funded student loan-program brings in 5-30% of the budget, with an
average of about 13%. Other sources of income are provision of services, such as health services in
hospital-schools and at-large education programs contrcted by local corporations for the training of their
employees, as well as the investment of tuition money in the capital market. Since these institutions do
not keep detailed accounts it is difficult to reconcile income and expenditure. Many institutions award
partial or full tuition waivers to students in financial difficulty. Waiver levels vary from 5% to 45%,
averaging 10%. About a third of the scholarships provide 100% discounts, the rest vary from 15% to
90%, with about a third falling at the 30% discount rate level.

One group of private institutions is that of wcommunity' institutions, which see themselves as non-
govermmental public entities providing social services. This group actually consists of two types of
institutions, both sharing the same mission, but with distinct affiliations. The most traditional sub-group
is that of the confessional institutions, founded and administered by consortia of religious orders,
generally in existence many years prior to the 1968 reforms and consequent expansion; many of them
are university, but not all. A smaller and newer sub-group of community institutions is that of secular
institutions, all universities founded and administered by community-based groups with no religious
affiliation. Total enrollment in confessional institutions was around 225,000 in 1989 (25% of total private
enrollment).

A second group, the majority of private institutions, can be defined as 'entrepreneurial"
institutions, which consider themselves as educational enterprises seeking a profit to all intents and
purposes. Many general directors of these schools are their own founders. Their background is diverse,
from teachers to retired army generals to lawyers. Some were established by elite families (such as
UNIFOR in Ceara, Mackenzie in Sao Paulo, and SBI in Rio de Janeiro), others are owned by business
partnerships capable of cost-effectively delivering low-cost programs (such as UPIS in Brasilia and
Objetivo in Sao Paulo). Total enrollment in 1989 in entrepreneurial institutions was around 700,000

' This section draws on case studies of 16 higher education institutions of the state of Rio de Janeiro
undertaken by a team of researchers led by Laura Dantas of SBI.
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(about 75% of total private enrollment). However, unlike in the primary and secondary education
sectors, the law governing private higher education does not allow institutions to be profit-making.
Nevertheless, owners figure out creative ways to capture profit.

Demand for Private Higher Education. Considering that public institutions have higher prestige
and charge no tuition, they are almost invariably the first choice of students. Private higher education
becomes the choice when: (i) the student is unable to gain admission to a public institution; (ii) the
student is a full participant in the labor force and, thus, cannot afford to attend daytime classes; (iii) the
local public institution does not offer the course of study desired by the student; and, in some cases, (iv)
the student sees the private institution as better quality in selected courses of study. Once the first-order
decision is made to seek admission in the private sector, a second-order decision is often required,
because most locations have more than one private institution. The profile of students in the best Catholic
universities is similar to that of public institutions. However, most of the low quality, non-university
institutions are attended by older, less prepared students, most of them working full time, and staffed by
less prepared teachers, sharing low intellectual demands on each other the ("pacto currupto'). The
widespread perception (largely unmeasured) is that the majority of these schools are 'diploma mlsW
offering formal credentials but very little content. Hard data on this overall impression, through studies
of learning or income after attending these institutions, is not available.

Severa factors account for the phenomenon of people paying for low-quality private higher
education. First, there is demand overflow; demand for higher education outweighs supply by at least
2:1, but the ratio of applicants by opening is as high as 60:1 in high prestige programs, such as
engineering, dentistry, and medicine, at some institutions. Second, where higher education (and even
education in genera) has a high scarcity value, acquiring even low-quality higher education is better than
acquiring no higher education, especially in a labor market where the majority have a less than primary
level educadonal attainment. Third, the public sector of the labor market is dominated by crentiaism,
in which career ladders for civil servants are defined by credentials and seniority (as well as patronage).
Hence, the Government actually encourages low quality private higher education by assigning an intrinsic
value to the diploma. Although the private sector of the labor market is generally more interested in
skills than in credentials, it still has to comply with regulations which are created by trade associations
and mandated by the public sector. For example: the law regulating the profession of journalism states
that corporations producing any form of publication (such as client newsletters) must employ certified
Brazilian journalists, whether they need them or not, an artifice of the jourmalists union to guarantee jobs
for its members; companies often work around the legislation by hiring a card-caring journalist who
receives token compensation for agreeing to have his/her name on the company's masthead, but who does
not do the work. Similar legislation exists for many other professions. Such labor market regulation
guarantees that investment in any private higher education pays off, given that students attending private
institutions receive diplomas with the same nominal certifying value as one obtained from a high quality
(public or private) institution.



ISSUES IN HGHER EDUCATION

This section seeks to document the main issues and problems of the current higher education system
in Brazil. It covers the key areas of the costs, governance, and management of federal higher education,
the relationships between the federal govermment and private higher education, and overall financing of
the higher education system.

Costs of Federally Funded Higher Education

There is much controversy within Brazil on whether or not the costs of higher education are
excessive. Based on comparisons with state and private institutions in Brazil as well as through some
international comparisons, it can be concluded that, while federal institutions emphasize higher cost
programs in science and technology, and some of these institutions provide significant programs of
graduate education, overall the unit costs of these institutions are significantly higher than private
institutions in Brazil providing similar programs. The main factors accounting for such high unit costs
are the low student/teacher and student/non-teaching staff ratios. There are only minor differences in
expenditures between research and graduate oriented federal universities and purely undergraduate
institutions; nor are there any economies of scale among federal institutions. In addition physical facilities
in the federal institutions surveyed are grossly under-utilized.

International Comparisons. Because of Brazil's rapid inflation and extremely variable exchange
rates, it is difficult to arrive at reliable dollar estimates of unit costs. In the years 1988 and 1989, in
particular, the difference between the official exchange rate and the parallel exchange rate (more than
40% in 1988) makes reliable international comparisons difficult. Estimated average unit costs in federal
institutions in 1988 are US$7,930 per student, based on work undertaken by Jean Jacques Paul and Elisa
Wolyneck (1990), which simply divides MEC's budget per institution by the number of students and
which uses official exchange rates prorated on a monthly basis during 1988.7 Francisco Gaetani and
Jacques Schwartman (1991) argue that these unit costs would be about 40% lower if the parallel rather
than the official exchange rate were used, which would put the federal institutions in a more favorable
light in international comparisons. Gaetani and Schwartman also argue that unit costs would be reduced
by an additional 25%, to about US$6,000 if the costs of university hospitals (about 10% in many
institutions) as well as the costs of payments to retired teachers (15% for some institutions) were
discounted from the overall budget. However, retirement costs may be considered a part of wages.
However, even making the exchange rate adjustment suggested by Gaetani and Schwartzman, Brazil's
unit costs are equal to about half of those in the USA, Japan, and Australia, and are significantly higher
than those of its Latin American neighbors.

Because the main determinant of costs in higher education world-wide is teaching, which normally
accounts for 70% of higher education costs, the use of student-teacher ratios, which are not subject to
problems of exchange rates corrections and are relatively stable over time, provide another way of doing
cross-country comparisons. Full-time equivalent (FIE) student-teacher ratios in Brazil's federal

7 Unless otherwise noted, this report relies on the officia exchn ate.
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institutions average 8.8:1, compared with 12.1 students per teacher in US private institutions, and 17.4
students per teacher in US public 4 year institutions'.

Another element of importance is the ratio of students to non-teaching personnel. While no
international comparisons are available, the current students to non-teaching staff ratio in Brazilian federal
institutions is 3.9:1 (it was 5.1:1 in 1980). In short, despite the usual caution attached to international
comparisons, Brazil's federal system is undoubtedly one of the high cost systems in the world, once one takes
into consideration Brazil's salary levels. The main determinant of these high costs is the large numbers of
teaching and non-teaching staff compared to students.

Compaisons within Broi. The overall FTE student teacher ratio in federal institutions is 8.8:1,
compared to 10:1 in state universities and 29:1 in private universities. A review of the data shows the
following:

* Federal institutions vary greatly in student teacher ratios, from about 4:1 to about 12:1. A few
small specialized institutions in agriculture and medicine have around 4:1 ratios.

* In terms of student-teacher ratio, there are no economies of scale among the 23 universities. In
fact several of the largest institutions, such as the Federal Universities of Pernambuco and
Paraiba, have student teacher ratios ef less than 7:1, and the largest institution, the Federal
University of Rio, has a student teacher ratio of 8:1.

* the highest student teacher ratios in federal institutions appear among the youngest institutions.
While this may in part be a result of a lack of graduate education, it may also be a result of an
inaequate ability to lobby MEC to authorize new positions.

* The state university of Sao Paulo (USP), the largest and best institution of higher education in
Brazil, has a student teacher ratio of 10:1. UNICAMP, with the highest percentage of
enrollment at graduate level (31%) has a student teacher ratio of 7:1, and UNESP also 7:1.
Most of the other state institutions have student teacher ratios of 10:1 or above.

- Graduate education, which requires lower student teacher ratios than undergraduate education,
affects the student teacher ratio in UNICAMP, with 31% of enrollment at the graduate level, and
USP, with 259% of enrollment at the graduate level. Among federal institutions only the federal
universities of Rio and Minas have more than 9% of their enrollment in graduate education (18%
and 9%).

* The highest unit costs are in the Federal University of Vivosa, which is a specialized agricultural
institution. The three universities in Rio also have among the highest unit costs. The lowest
unit costs are in institutions in the North and Northeast with little graduate education.

Paul and Wolyneck (1990) estimated that unit costs in federal institutions are 60% higher than the unit
costs of the University of Sao Paulo (USP), in spite of the fact that 25% of USP's enrollment is in graduate

' Te argument made by Francio Gaetai and Jacques Schwartzman tha comparsons with Americn
insttutions are inapproprite, becu much teacig in the US is done by teaching assstants, results in only
marginal adjustments when student-teache rtios are baed an FTE ither ta headoounL
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education, and USP is considered the highest quality institution in Brazil. But Gaetani and Schwartzman have
argued that more than 9,000 students in USP reported as full time graduate students are in fact not engaged
in full time study or research. After eliminating these students and taking out funds for retirees, he argues
that the difference is only about 13%. However, in a separate paper, Paul (1989) has noted that there are
also significant numbers of *ghost" students in federal institutions. The conclusion, even after accepting
Gaetani and Schwartznan's revisions, is that the highest quality public institution in Brazil, USP, does not
appear to be particularly cost efficient but nevertheless has lower unit costs than the major federal institutions
with which it is compared.

Institutional case studies undertaken by Rogerio Vahl break down expenditures in 1989 by budgeting
categories, by faculties, and by departments for two federal universities, Minas Gerais (UFMG) and Santa
Catarina (UFMG). The average unit cost of the two federal universities studied is US$10,000 (1989 data).
The nominal student teacher ratio is 6:1. Full-time teachers are required to teach 8-14 hours (compared to
24 hours in the private institutions) per week and are expected to prepare classes and undertake research
during the rest of the time. The top salary for a full professor is around US$2,300 per month in the federal
institutions (compared to US$1,600 per month in the private universities surveyed). The number of non-
teaching staff in the two federal institutions is equivalent to about 25% of student enrollment (compared to
5% of enrollment in the private institutions). The average salary of the non-teaching staff is roughly
US$1,000 per month in the two federal institutions (compared to S300 in the private institutions).

Vahl sought to break down costs by program of study. Since universities do not keep systematic
records of this sort, only rough estimates, covering teaching costs only (but not maintenance and materials),
are possible. lhe following are the average cost breakdowns in the two federal insdtutions: science and
technology, $9,447; biomedical sciences, USS11,985 (e.g., medicine US$11,844, dentistry US$13,059,
nursing US$11,755); and humanities and social sciences, US$6,854 (e.g., law US$6,681, mathematics
US$7,290, pedagogy US$9,863). The cost differential between the hard sciences and the social sciences and
law, is about 1.5:1, compared with a USA differential ranging from 2 to as much as 5:1. It suggests that
the incentive system is such that there are no rewards for making savings in potentially low cost programs.
In fact federal universities rarely use the combination of very large lectures accompanied by smaller classes
common to the USA.

Another element of interest is that of space utilization. The two federal universities surveyed by Vahl
provide 28 square meters per studenh compared to 6 square meters in the four private universities surveyed.
More importantly, the former has an average of 1.6 seats for every student enrolled in the system compared
to 0.8 in the private institutions. Assuming that classes can take place eight hours in a day (a reasonable
expectation, with classes running 8-12 a.m. and 2-6 p.m.), and students attend about four classes of one hour
per day, on average seats in the two federal institutions are utilized about 30% of the time, compared to 85%
utilization in the comparable private institutions. Based on this analysis, the physical facilities in the two
federal universities surveyed are adequate to serve about twice the number of students currently being served
without initiating any night classes.

The argument has been made that the higher unit costs of the federal institutions are a result of higher
quality staff, many of whom undertake research, of programs in science and engineering, and of graduate
programs. It is certainly true that the two federal institutions surveyed do undertake research and extension
and do have many programs in higher cost areas such as medicine and engineering. On the other hand, PUC-
Rio and PUC-SP which are the two private insdtutions which are acknowledged to be among the highest
quality institutions in Brazil, with high percentages of graduate students, and with input and output quality
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measures similar to the two federal institutions surveyed have much lower unit costs. Available data (from
Tramontin and Braga, Vahl and Paul) are shown in Table 49:
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Table 4

Unit costs in the two fedeal universities are twice as high as PUC-Rio and about four times as high
as PUC-SP, which have equaly high quality staff and major graduate programs. It should be noted that
PUC-SP focusses on the social sciences and has very little enrollment in medical or hard sciences.
Therefore its unit costs should be compared with estimated unit costs of ova US$6000 for the two federal
universities in humanities and the social sciences (Vahl). PUC-Rio's enrollment profUe is similar to the
two federal instiutions surveyed, since it has a very strong science and engineering program (but no
medical school), much of it supported by grants from FINEP. In short the two best private institutions
in Brazil offer programs similar to those of the two federal institutions at less than half their costs.

It should be noted that the two federal institutions surveyed are among the oldest and best federal
institutions. In contrast, the Federal Universities of Ouro Preto, Mato Grosso, Juiz de Fora and Espirito
Santo have negligible graduate enrollment and are reported to undertake little or no research but have
FrE student teacher ratios of 9:1 or less and unit costs ranging from US$6500 to US$9000.

Governance and Management of Federni Inslttow

The system of governance and management of federal higher education encourages high costs and
discourages efficiency, quality, and diversity. Under the current system federal institutions have little
autonomy of decision making and the federal government has inadequate knowledge of the performance
of these institutions.

9 For purposes of com4ability, data from Paul for 1988 on student teacber rasios and unit cost is used for
the four insttutions. Data On the other item ar, for the fedal institions, from Vahl, and for the privae
institutions, from Tramontin and Baga
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Personnd PoUicy. The federal universities themselves have no policy with regard to personnel.
All permanent staff are contracted by the universities but paid by the federal government through the
Civil Service System according to civil service rules. However universities are permitted to contract
personnel on a temporary non-civil servant basis. No university is permitted to establish its own plan
of positions and salaries, nor to establish its own criteria for promotion, nor to establish salaries for
administradve/technical personnel on the basis of market factors or productivity. Without a doubt this
lack of flexibility leads to low motivation on the part of faculty. Universities are not permitted to hire
staff, since the federal govermment sets overall hiring policy, and recently has enforced freezes on hiring.
Furthermore the universities cannot fire staff except under the strict limitations of federal law for civil
servants.

The 'Law of Isonomy of 1987 regularizes employment of all teaching and non-teaching staff in
federal universities on a national basis. The law establishes 354 non-teaching (technical/administrative)
categories as well as the regulations for teaching staff advancement in the career ladder (that is, being
promoted from auxiliary, assistant, and associate to full professor). The law includes salary relationships
for all positions. It requires payment of the same salary for each category throughout Brazil. Under the
law promotion may be gained through getting higher degrees (masters or doctorates) or through time of
service. A teacher can reach the associate rank solely on the basis of time of service. The law requires
evaluation of professional output only for entering the profession and for becoming a full professor. In
no case are advanced degrees required (advanced degrees were required before 1987). Among those
currently at the associate level, 23% have doctoral degrees and 53% have master degrees. Without the
requirement for advanced degrees, these percentages will fall and many full professors will not have
advanced degrees. Legally a teacher cannot be fired because his academic work is deemed mediocre or
weak. Furthermore, if a teacher were fired, there would be no assurance that a replacement could be
hired, since such decisions are subject to the ongoing federal hiring regulations.

Acadekic Decision Making. While the law states that federal universities have *didactic,
administrative, financial and disciplinary autonomy,' in practice there are many restrictions. The internal
statutes of each university must be approved by the Federal Council of Education (CFE). The area of
greatest autonomy is in the area of teaching and research, where, since the end of the military
dictatorship, the universities have been quite free. The CFE, besides accrediting all universities and
faculties, establishes the minimum curriculum for each course in all public and private institutions in
accordance with national standards. On average the minimum curriculum covers 94% of the total of the
credits needed to obtain a diploma. Within Brazil scores of professions require a valid higher education
diploma to operate either publicly or privately. With the exception of law, there are no objective national
examinations for entrance to a profession, which is solely determined by the holding of a valid dipioma.
Sao Paulo is currently experimenting with a professional examination for medicine. Universities are
highly constrained when making innovations in courses, since they must obey the federal guidelines on
minimum curriculum. Furthermore, while the universities are permitted to increase or decrease the
number of students per course, they are presently prohibited from contracting new professors and
generally they are prohibited from firing any teachers, nearly all of whom are civil servants with tenure.
Finally the University level Council of Teaching, Research and Extension, composed of representatives
of all teaching levels, must approve the closing down or extinction of any course. This practice helps
explain the existence of faculties and/or departments with a large number of teachers and a very small
number of students in areas where demand is down.

Internal Management. The federal universities are formally managed by a university council,
consisting of the rector and his staff, representatives of the main academic bodies, and representatives
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of students and society as a whole. A council of overseers includes representatives of academia, the
overall community (including the private productive sector), and MEC. Other councils are related to
teaching and research. There are also councils on teaching and for each department and faculty.

The rector of the university is selected by the President of the Republic from a list of three
presented by the university and can be rector for only one term. Since the end of military rule, most
universities have a popular eection in which all students, teachers, and administrative personnel vote.
The candidate with the highest vote total is sent up to the President as the first on the list. Until recently,
with few exceptions, the President selected the first name on the list. Students and faculty have gone on
strike when the second or third on the list has been selected. The democratic election of rectors has in
some campuses resulted in the election of highly qualified and dynamic rectors. However, there is a
strong tendency for the process to become highly politicized, with resulting political battles between
various parties. In addition many candidates find it necessary to make commitments to their
constituencies which at a later time make it very difficult to introduce tough requirements or measures
to increase cost-effectiveness, such as requiring students to attend classes or eliminating excessive
numbers of non-teaching staff'.

The rector of the university seects his technical administave staff from among existing faculty
and staff. These staff do not act as managers but rather as interlocutors between faculty, students,
technical personnel, the rector, and the governient. There is no permanent planning staff in the
university. The staff who work with the rector generally handle only short term budgeting problems.
There is no institutional planning mechanism. Therefore institonal planning occurs by accretion based
on the interests and strengths of the various departments and faculties. The office of the rector has no
authority or capacity to make difficult decisions in resource allocations between programs. To a great
extent this lack of central planning is a result of history. Universities have never had a strong centralist
tradition and they have grown as accretions of independent faculties11. In addition the proliferation of
large numbers of committees with overlapping jurisdictions has made it difficult for university leadership
to take any controversial decision.

Effects on Quality. The lack of evaluation of teachers and subsequent awards or punishment based
on such evaluation, as well as the "credendalism* in the system brought about by the requirement for
diplomas, leads in both public and private institutions to what has been described as the 'pacto corrupto'
between students and teachers. For many students, obtaining a degree is more important than learning.
For the teacher, the pacto means he does not have to prepare challenging lectures, carefully correct
tests and exams and/or spend his time working with and advising students. The pacto is most common
in programs of lower social prestige as well as in night classes. In fact, given the nature of the system,

The most flagat example of politicizd election of a rector was reported by various Brzilian newspaper.
In this case the rector of the Federal Univasity of Rio de Janeiro (UFRJ) hired, through temporary contrats, Iarge
numbers of administative personnel who supported him and helped to ens his e-election-in spite of the fact
that university by-laws did not permit a secol tm After a year of turnoil the rector resid and the situation
was normalized.

" The case of the rector of the University of Juiz de Fora, also reported in the newspapen, illustates the
lack of power of the rector. This rector resigned after the University Council pae a resolution to incre the
restaurant subsidy from 30% to 70%. With the pasing of this resolution, the subsidy for the resturat wu
equivalent to 82 % of the university's discretionary fimds for non-salry operting costs.
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it is surprising that many teachers (to some extent in all areas but especially in the sciences, engineering,
and graduate education) are dedicated and that quality is adequate.

Financing of Higher Educalion'2

Public Financing of Federal Institutions. MEC is the main funding source for federal universities,
providing approximately 85% of the income of the federal universities. MEC's total budget for higher
education in 1989 was around US$3 billion, of which US$2.5 million went to federal universities. The
way MEC determines each institution's budget has an important impact on the behavior in each
institution. Additional funding, especially for graduate education and research, is provided by other
government agencies, as well as by private industry and by local government. A few federal universities
(e.g. Brasilia, Minas Gerais) have their own endowment (patrimonia), usually in the form of real estate
which can be sold or developed.

The budget of federal institutions can be broken up into two basic components, salaries for staff,
who are civil servants, and much smaller discretionary budgets which institutions use to fund everything
else. Personnel payments are made directly througb the National Treasury and do not enter the budget
of the institution, since MEC has complete control over them. Overall 94% of payments from MEC go
to personnel and 6% finance other costs and to capital. The university has no control over the 94% since
they are simply based on payment to staff. The 6% of budgets which institutions can control covers
utilities, travel, materials and equipment, maintenance, restaurant, and library. Ordinary maintenance
generally accounts for 70% of these funds.

At the beginning of each fiscal year, each institution is budgeted only a portion of its expected
requirements. Each institution receives these funds on the basis of historical criteria, e.g., the
percentage of the total budget it received the previous year. The first payment is made on March 1, with
inflation corrections. After six months, MEC provides a supplemental budget. Universities are not
permitted to spend funds which have not been budgeted, so it is very difficult to plan the purchase of
materials on a yearly basis. Furthermore, the universities are not allowed to keep funds in interest
bearing accounts, so in a high inflation period the real value of their funds is rapidly eroded. Purchases
must therefore be made on an emergency basis. While universities have a fair amount of flexibility in
determining how to apply non-salary finds, they appear to exercise little or no controls on use of these
funds by staff. For example universities have no internal control on use of energy, telephones, copy
machines, etc.

The budget negotiations between the federal universities and MEC generally result in budget
increases. But the number of staff and faculty members, the physical capacity of institutions and the
allocations for non-salary expenditures are made without any reference to what is expected of the
institutions. The five year period between 1983 and 1988 exemplifies the problem. During this period,
budgets rose while enrollments fell an average of 7%. Institutions received extra funds but decided to
maintain their elite status. The extra per student funding could have been used to improve teaching or
research quality, but there is no indication that this has been accomplished. Furthermore, a significant
part of the non-salary budget is used to provide extra student subsidies, such as discounted meals, health
services and other welfare services.

12 This a description of the financing system a of January 1991.



The determination of budgets without any consideration of cost or of output results in waste.
Public money has been used to purchase teaching and physical capacity that is not being used. Since the
budgeting is done without any attention to outputs or costs, the funding increases have not resulted in
perceived quality improvements.

Sources of Funds for Fedeial Institutions, Induding Cost Recovery. Public higher education
institutions are legally prohibited from charging tuition. They do, however, charge a variety of small
fees for services to students as well as to the community and industry. Overall the two federal institutions
surveyed in depth get 80-85% of their funds from MEC. The remaining 15% comes from service fees
charged to students (graduation fees, restaurant charges, etc.), contracting agencies (e.g., in-service
training programs, technical assistance and studies provided to government and industry), health
authorities (reimbursements for health services provided by university hospitals), and research donors
(CNPq, FINEP). Because they are subject to complex civil service regulations regarding use of funds,
many universities have established independent 'foundations' to manage more efficiently manage non-
MEC funds, especially those coming from FINEP, CNPq, CAPES, and PADCT for research and
graduate education. The budgets of these foundations have been growing and they are providing an
important element of flexibility.

Traditionally public institutions subsidize medical and restaurant services provided to students. The
average restaurant subsidy in UFMG was 48% and in UFSC was 70%. The average yearly subsidy in
the two institutions per student was US$31. It has been reported that the subsidy at the University of Juiz
de Fora was 70% in 1989.

The legal prohibition against charging tuition reduces both the efficiency and equity of the higher
education system. Since students do not pay for their education, they have little incentive to complete
their course-work in a timely manner. Because students in Brazil's public institutions are
disproportionately from the upper economic classes, the government spends far more of its money for
the benefit of the rich rather than the poor. Since the provision of basic social services such as primary
education and health care are not effectively reaching the poor, funding higher education only from the
broad tax base results in a regressive transfer of funds from poor to the rich.

Public Financial Suppot of the Private Sector. Until the end of the 1960s, the federal
government provided a significantVmount of direct public support to private, especially Catholic
institutions, covering as much as 50% of the costs of these institutions in some years. ln the period 1970-
1980 this amount changed to around 10% of expenditures. In the early 1980s, the Government
effectively ended all direct support of private institutions. However, in the period 1986-1989, the
Government again indicated its willingness to support 'community' institutions, increasing to 7 % of the
total expenditures of about 20 community institutions in 1987. In 1989-90 such direct support has again
fallen to almost nothing. The Government continues to support graduate education in a few private
institutions through FINEP, CAPES, and CNPQ. Of particular note is FINEP's long term support of
science and engineering in the PUC-Rio, which has helped make it the best private institution in Brazil.

The Student Loan Program. Recently the main source of public financial support to private
institutions has been the provision of subsidized student loans. In 1976, the Brazilian government
implemented the first student loan program to provide financial support for students to pay fees and
maintenance costs in private and public institutions. Established by the Ministry of Education, executed
by the Caixa Economica Federal (CFE, or Federal Savings Bank), the Programa de Credito Educativo
(PCE, or Education Credit Program) has since provided loans to 712,688 students. Although presently
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PCE funds are available for the payment of tuition by (undergraduate only) students attending private
institutions, during the first phase (1976-83) of PCE funds were also directed to stipends, so students
attending private as well as public institutions benefitted from the credit line. The program has
experienced severe financial problems since early 1980s and it has been reformulated twice.

Eligibility was prioritized according to a household income formula adjusted for the number of
dependents. Loan money was intended to meet tuition costs at private institutions, and the
accommodation, food and book expenses for the most needy students in both public and private
institutions. Because resources were plentiful in 1976, loans were granted to almost everyone who
applied. Once students were awarded a loan in a given year, they were automatically eligible for loan
renewal for a period equivalent to the average length of course-work, with a one year automatic
extension, if necessary. The repayment terms included a fixed nominal interest charge of 15% (while
the annual inflation rate averaged almost 100% during the period 1976-83). Students were granted a 1
year grace period and repayment was to be no longer than the period of the loan itself.

The student loan program was administered by the Caixa Economica Federal, and losses were to
be paid to the Caixa by the Ministry of Education. The Caixa, a banking structure with branches
throughout the country, was regarded as the most appropriate body to administer the program since it had
extensive experience with private lending. Furthermore, it was believed that the Caixa's control over
credit ratings would be a significant deterrent against default.

By 1983, the program was essentially bankrupt. As inflation exceeded 100%, the nominal interest
rate of 15% on the loans implied that the loans had a subsidy of around 90%. This was so high that
students found themselves obliged to pay only nominal amounts per month. The amounts were so low
that many did not bother paying back their loans, nor did the Caixa pursue them since the costs of
recovery outweighed the value of outstanding debt. When administrative costs and default losses are
included in the financial assessment of the program, it is clear that the loans were more expensive than
outright grants.

Despite the collapse in 1983, a strong demand remained for educational credit. The PCE's
effectiveness as a means to bring relatively poorer students into the education system, particularly the
private sector, led the government to reformulate it. The first task was to secure a financing source for
the program. The government dedicated a fixed percentage of annual income from the federal lottery to
the new loan program. In an attempt to make the program self financing, both the eligibility criteria and
the terms of repayment were altered. Support was restricted to needy students in the private sector, for
the purpose of paying fees only, and credit was limited to the maximum official length of course-work
Between 1987 and 1989, PCE granted approximately 40,000 loans to new students each semester.
Table 5 summarizes the experience of those three years.

During the second phase of PCE, the terms of repayment were tightened somewhat, but a large
subsidy remained. Considering the high inflation rate of the period and the (modified) repayment terms,
the interest subsidy on the program amounted to over 55%. This subsidy level was a substantial
reduction over the previous one, but not enough to make the program financially viable.

A few other reforms were introduced in the second phase of PCE, including the requirement for
a loan guarantor and the payment of an up-front insurance fee. Both these changes were believed to be
important steps to minimize losses through default and evasion. Nevertheless, the program continued
being financially unsustainable because of the high interest subsidy. Hyperinflation exacerbated program



m-20

losses and the insufficiency of dedicated lottery income again brought the program to the verge of
bankruptcy in 1989, when the program was again reformed.

Two important changes have been made to reduce the interest subsidy. First, the interest charge
will be 6% above the BTN (a new indicator of inflation). Second, the period of repayment has been cut
in half, to equal the period of borrowing.
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Table S

The current PCE structure has an estimated interest subsidy of 8%. There are other more
significant subsidies covering default and administaive costs. Therefore, the program will require
continued infusion of public funds. In addition, it remains to be seen how effective the Caixa Economica
will be at collecting the loans from graduates. lhe requirement of a loan guarantor, the control that CFE
has over other access to credit, and CFE's experience in education lending suggests that default problems
may be containable. The essential problem now confronting the PCE is that it has no money to makce
initial loans. The current allocations from lottery income are insufficient, either for start up loans, or
to repay the losses that will result from the remaining subsidy, default and administrative costs.

The central problem of the first two stages of PCE were huge subsidies because the interest charges
on debt was far below the rate of inflation. The interest subsidies on the loans have been 89.7%E, 55.4%
and 8.0% of the three loan programs respectively CIable 5). Thus, the most serious problem seems to
have been corrected. In order for the program to continue as planned, however, it will be necessary for
the government to provide access to initial capital funds and a commitment to provide funds for about
2S% of the annual lending.
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The PCE has facilitated access to higher education for many students from lower income
backgrounds. However, two important factors have reduced access to loans among the neediest students:
(i) the lack of funds available to sustain the losses of the program has meant that there has been less
overall credit available, and (ii) poorly conceived target restrictions, particularly the absence of a firm
limit on who is eligible for a loan has meant that the program has not been as effective in reaching the
neediest students as it could have been. During the first few years of PCE, many loans were made to
wealthier students in the public sector to support their living expenses. The eligibility restriction on loans
to students in private institutions was certainly a targeting improvement, but it is not yet clear that the
targeting is as effective as it could be.

A third factor that will become increasingly important is existence of adequate mechanisms to
minimize losses due to default. The Caixa's requirement of a guarantor and its ability to bar access to
other credit are powerful tools that will certainly minimize the problem. There are still several important
details, however, that need to be addressed. Requiring a guarantor may imply that those who need loans
the most will be unable to receive them. The repayment policy may force too many graduates into
default unnecessarily, as a result of the rigid policy of categorizing anyone 60 days late in payment as
in default. Studies have consistently shown that the inability to pay due to temporary shortfalls in income
has been one of the major causes of high default rates in the US loan programs. It has also been shown
in other countries, particularly in Sweden, that allowing any graduate whose income falls below a
threshold to defer payments (while still accruing interest charges) is an effective way to minimize default.

A fourth issue petains to the quality of education that public credit is supporting. While some
private institutions are of high standards, a wide range of instituions are being subsidized (and indeed
survive) through the loan scheme. The PCE has enabled some of Brazil's worst institutions to have
access to public subsidies that were necessary to their survival. Other institutions have used the loan
funds to increase their hidden profits rather than improving the quality of education. Ensuring that public
subsidies are used by institutions to promote quality improvements should be a major task of reforms,
as discussed later. Another issue would be the extent to which the public is adequately informed of PCE.

Rekationships betwen the Federal Government and Priwet Higher Education"'

The various arms of the Government regulate private institutions through a multiplicity of often
conflicting rules, regulations, and instniments, especially those related to establishing new programs and
to regulating tuition, which are, in theory, supposed to ensure minimum levels of quality and public
accountability but which generally have had the effect of discouraging public accountability and
encouraging low quality. Nunes and others have documented these problems. This section summarizes
the legal background as well as actual practice.

Legal Background. By law the CFE establishes the conditions and limits for the existence of
Brazilian institutions of higher education, both public and private. The CFE authorizes programs of study
and sets first year enrollments in all institutions of higher education. Two years after such authorization,
the CFE accredits' them, that is, gives them a more or less permanent right to exist. Legally the CFE
provides greater autonomy to universities than for isolated faculties, although in practice the difference
is minimal in authorization of new programs and increasing enrollmens. The CFE authorizes the

U The following discussion is based on a consultant report prepared by Edson de Oliveim Nunes, I.ar
Dantas, and Violets Maria Monteiro.
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establishment of universities which must fulfill more rigorous criteria than isolated faculties. The CFE
authorizes the minimum curriculum necessary for all 'recognized' courses, which normally accounts for
95% of all course work. The CFE also has the obligation to review the quality of higher education
institutions and to require their disbanding if necessary, and is supposed to review all institutions after
ten years. The Government has the right to regulate tuition at all private institutions and has exercised
this right through the CFE, MEC, the Ministry of Finance and other Government agencies. By law all
private higher education institutions must be non-profit, with ultimate authority in each institutions held
by a wMaintaining Authority or 'Council". In fact, many higher education institutions are profit making
in all but name and many are run by individual wentrepreneurs' with a council under the direct control
of the entrepreneur. The constitution of 1988 permits direct public support of 'community, philanthropic,
and confessional' institutions. This possibility is provided for in all the constitutions since 1946. Tax
laws exempt private institutions from paying certain social costs of employment and also permit tax
deductions for tuition payments.

Actual Prfctice. A review by Nunes et al. (1990) of legislation issued since 1960 shows that the
various laws and decrees regularly require that new programs of study should be created only in areas
where there are identified 'shortages' in the labor market in relationship to national or regional
development needs, although these are never systematically defined. Other laws and decrees since the
1960s have at times emphasized 'social needs', 'non-proliferation' of professions, emphasis on quality,
and emphasis on research and extension. In reality, formal and systematic criteria for establishment of
new institutions have never been established and the CFE's authorization of private institutions has been
based on ad-hoc criteria. As one member of the CFE has stated, the CFE basically legitimizes existing
courses. However the delays and uncerinties are such that private institutions hire 'despachantes'
whose job is to ensure that their requests for approval are reviewed favorably and in a timely manner.
The CFE has also never terminated any course for cause and has never reviewed any institutions after
ten years as mandated by law. A review of the data on the percentage of requests approved by the CFE
shows a wide variation in the percentage of approvals. In the period 1971-1974, for example the CFE
approved on average 85% of more than 1000 requests for new courses. During the period 1978-1981,
the CFE approved only 20% of more than 1000 requests. After 1982 the CFE again returned to a policy
of approving over 80% of such requests. In January 1991, the Minister of Education announced he
would not approve requests for 3000 new programs of study because the Government needed to put more
'rigor' into its criteria for accreditation. The CFE's own data confuses the number of 'authorized' and
'recognized' courses and also contradicts the data on courses prepared by MEC's statistical office
(according to the CFE there are 6,435 programs of study, while MEC statistics report only 4,288 such
programs).

The history of federal regulation of tuition in private institution is also one of lack of transparency
and changing regulations which have made it difficult for these institutions to plan. Nonetheless over the
long run Government control of tuition has not discouraged entrepreneurs from continuing to expand their
offerings and from all evidence higher education in the lower quality insdtutions is a lucrative operation.
In 1989 a report by IPEA stated that the use by the Government of homogenous criteria for tuition
increases had particularly put the confessional institutions in a dilemma since they were unable to keep
quality up. The system therefore expressly encourages expansion of lower quality institutions.
Historically the CFE has been responsible for establishing the 'formulas' for tuition increases. An
expected tuition level is specified on the request that is submitted to CFE, based on number of openings,
number of teachers, teaching load, etc. Once CFE approves this price level, changes cannot be made
without CFE's approval (inflation adjustments are also subject to Government approval).
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In the period 1987-89 a variety of contradictory decrees were issued under the Cruzado and Bresser
plans. In the last two years responsibilities have become blurred, with the CFE, MEC, and the Ministry
of Economy playing major but unclear roles. In 1990 there were twelve Government decrees on tuition.
Most recently the Government has required private institutions to negotiate and reach agreement with
students and staff on the amount of tuition increases. If agreement is not reached then the federal
govermment decides on such increases. Private institutions have had to hire lawyers solely to deal with
the federal govermnent on getting permission for such increases.

New Proposals. Recent proposals for a new 'Basic Education Law' may worsen a difficult
situation with regard to federal regulation of private education. The draft law proposes to establish a new
National Education Council (CNE) with 28 members each of them specifically representing a segment
of society, as well as a National Forum of 60 members which would provide advice on national policy.
The CNE's structure would make it very difficult to act decisively, since it would need to balance
politically the concerns of each pressure group represented on it. The new draft law proposes that the
CNE would determine mcriteria for allocation of federal funds among higher education institutions'-but
it does not provide a mechanism for the CNE to implement such criteria and budgetary control would
still remain with MEC.

Private Sector Reachons. A lobbying organization for the private sector of higher education was
formed in 1982. The Brazilian Association of Maintaining Bodies (ABM) has over 140 mantoras
representing over 200 institutions (or about one third of the private sector). It defends the principle that
education is neither a pure enterprise activity nor a purely social service activity. It lobbies government
for reform in public policy towards the private sector, with the following agenda: (a) less regulation: let
(public and private) prices be defined by market; give institutions freedom to create/close programs,
increase/decrease first year openings (m one case of a Rio-based medical school, MEC wants to decrease
number of openings from 150 to 50, due to pressure from the Medical Association), to change curriculum
timely; (b) public funds for research and community services; (c) profit provision. The present situation
is hypocritical: the school is treated as an industrial enterprise, in terms of duties-for example-it gets
no special financial credit terms from banks; but when the school sets prices, then it is treated as a special
enterprise; (d) change the public role from that of econcessionaire" of privileges to that of gauger' of
quality and "guardian" of public interest (make sure that there is 'truth in advertisement"); (e) explicit,
consistent and transparent public policies; and (fl expediency in processing requests: 3 years turn around
time from CEE is commonplacel
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HIGHER EDUCATION REFORM

1Te Need For Higher Education Reform in Brad!

Increasingly, world wide economic success is based on ability to incorporate new technologies into
industrial processes rather than on the simple exploitation of natural resources. The increasing Inowledge
content of production means that human resource development at all levels will become the fundamental
source of economic development. Brazil is far behind in its investment and output in primary and
secondary education. Innovation and discipline on the factory floor will come from workers, not just
from managers. Not only is Brazil's current public investment in primary and secondary education
inadequate an- inefficient, but there is a lack of public awareness of the importance of a cost-efficient
primary and secondary sector.

Inequities of income between the rich and poor are higher in Brazil than in most other countries
at its income level. Brazilian society will need to bridge this gap, not only for social and humanitarian
reasons, but also because a modern economy requires a broad base of educated manpower. A social
development policy should therefore be a fundamental element of the Government's economic reform
program, with its strongest focus on providing a quality primary and secondary education to the majority
of Brazil's citizens as well as on expanding basic health services. A broad base of an educated citizenry
will be essential for Brazil's internal tranquility as well as to ensure international competitiveness.

The fundamental definition of quality in education should be that of 'value added'-in the sense
that an educational institution takes the raw material i receives-the student, whatever his or her native
ability or prior knowledge-and provides a product in the form of a graduate whose abDlities to reason,
solve problems, and communicate have been increased to the maximum extent possible. As more and
more economic development becomes knowledge-based, it becomes fundamental to ensure that the
population increases its stock of knowledge. A high value added institution in higher education could
well be one which accepts very poor students, or those with inadequate preparation, and educates and
develops their capacity so that they become productive members of society. Many U.S. community
colleges should therefore be considered of high quality, since they provide good remedial and/or technical
education to young men and women with inadequate preparation. Institutions such as the University of
Ijui in southern Brazil appear to be providing this kind of education. But, in general, the current system
in Brazil encourages excessive credentialism as well as what is called the 'pacto corrupto,' where
students and staff may have an unwritten agreement to demand little in the way of teaching and learning.

Brazil also needs to strive to establish institutions which add directly to the stock of human
knowledge of the world, similar to the great research universities of the United States and Europe.
Developing countries must strive for similar excellence in those areas where their resource endowments
are such that they could benefit from increased lnowledge. For example, Brazil especially needs middle
and high level expertise to enable it to exploit in a sustainable manner its rich endowment of physical
resources and its diversified flora and fauna. Brazil also needs to keep pace with world wide
developments in economics, management and other social sciences to strengthen management of its own
society. Finally Brazil, as well as other countries, needs to have an education and research system which
will retain its best scientists and researchers within the country so that they can serve their country's
needs. There is a world market in ideas-the fundamental building blocks of technological advances,
which developing countries need to be capable of tapping into. While it is difficult to measure directly
Brazil's position vis a vis the world, in 1984 Braziian scientists published about 1000 articles in scientific
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journals of international reputation, a number which, while higher than any other Latin American
country, amounts to less than .04% of the 230,000 scientific articles published in the world in 1984.
Using a larger data base-the number of books and papers produced by Brazilian authors in the social
sciences, arts, humanities, science and technology, Brazil in 1986 produced about 7000 of such
documents out of a world total of 1.2 million. Furthermore, it is striking that Brazil's two world-class
universities are the state-run universities of Sao Paulo and Camnpinas while the federal universities, many
of which strive for this excellence, have relatively small numbers of graduate students and only islands
of higher quality research in the federal universities of Rio, Sao Carlos, Minas Gerais, Pernambuco,
Santa Catarina, and Rio Grande do Sul.

There is a growing awareness in Brazil of the need for reform of higher education, especially at
the undergraduate level, as the burden on federal government budgets of federally funded higher
education continues in a period of financial stringency. For the Government to follow through on its
objectives, it is essential to begin to treat higher education with an insistence on efficiency and cost-
effectiveness as in other sectors of the economy-through reducing control and regulation, increasing the
cost-effectiveness of public expenditures, and re-defining the role of Government so as to meet only those
social needs which cannot be met by the private sector. Government will need to mobilize its most
progressive and farsighted citizens to implement a program of reforms which will in the short run
adversely affect the fortunes of pressure groups and lobbies but in the long run will ensure meeting the
nation's goals of long term social and economic development.

The Government's Higher Education Reform Prgram, September 1991-August 1992

The overall compression in government spending, declining real wages in universities as a result
of fiscal constraints, continuous strikes by faculty and students, and the impossibility of improving quality
under the current system clearly put Brazilian higher education in crisis. Beginning in September 1991,
the Goverment began to put forth an important package of reforms.

The program of reform was a comprehensive attempt to make Brazil's higher education system
more efficient, effective and equitable and to improve the quality of output with the same level of
funding. The reform especially sought to change the relationships of Government to public and private
institutions, through establishing new systems of autonomy, accountability, evaluation, certification, and
fiancing of both public and private institutions.

Refonning the Student Loan Scheme. The objective of the reform of the loan program was to
establish a transparent and sustainable student loan system, to ensure that federal funds could assist the
largest numbers of students at the lowest cost to Government, and to utilize loans as a cost effective
means of encouraging increased quality in the private sector. After four months of discussion, Congress
passed a law making MEC responsible for establishing the regulations for the student loan program, and
mandating a minimum of US$50 million per year for the program. This is a major step forward, since
it integrates the loan program into national higher education policy.

Reforming the Financng of Federal Higher Education. The Government's long term objective
was to provide financial autonomy to federal higher education institutions, as a means of ensuring that
institutions operated efficiently and effectively. The main instrument of financing would be a funding
formula encouraging improved efficiency and quality. The formula, reproduced in Annex 1, had the
following explicit objectives: (a) to increase student teacher ratios by 25%, as well as to similarly increase
student non-staff ratios; (b) to increase enrollment in public institutions with no increase in staff, as a
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means of achieving the targeted reduction in unit costs (it was ascertained that the institutions had more
than adequate physical capacity to enroll more students); (c) to encourage upgrading of faculty by giving
extra weight to faculty with advanced degrees; (d) to encourage more timely completion of studies by
providing funding on the basis of graduates rather than enrollments; and (e) to ensure adequate
maintenance and support services. An additional set of funds would be made available, on a competitive
basis, for specific institutional development projects. Tbe fornula was designed to be a dynamic
instrument, changing over time. Institutions would be subject to audit to ensure the reliability of their
statistical reporting which formed the basis of the formula.

Formula funding would help to break the culture where accountability was absent. To get the most
Government funds, institutions would need to move towards the parameters set by the formula.
However, they-could make their own specific trade-offs among elements such as salaries, maintenance,
equipment, student teacher ratios, and teaching standards. In principle the institutions could also seek
outside funds from students, graduates, and the private sector if they wished to maintain standards higher
than those which formed the basis of the formula.

Through early August, MEC was using its formula to allocate portions of the discretionary funds
directly under its control. In 1993, it planned to allocate all of these funds (about 10% of the higher
education budget) on the basis of the formula. Based on the formula, a number of institutions already
moved to increase enrollments (many through night classes that facilitate access for lower income
students) and to increase staff qualifications. The implementation of the formula would carry with it a
variety of risks that institutions will not behave as expected. MEC would need to review carefully
implementation, and revise the formula as needed.

MEC also introduced several laws which would explicitly provide financial autonomy to higher
education institutions through making them autonomous public insdtutions' not subject to normal civil
service regulations. Passage of one of these laws would be a major step forward in giving federd
insttudons the capacity and responsibility to manage their own affairs. Parallel to this, MEC was seeking
to permit all federal insdtutions to establish associated private foundations which would give them even
firther flexibility to seek new sources of funding and to provide additional services to government and
industry. Twinned with autonomy would be a new system of accountability that has until now, been
absent from the system.

Over the long run, MEC was seeking to replace the law of 'isonomy', which provides a single
salary and promotion policy for all higher education teaching staff, as well as civil service protection,
with a new system under which teaching and non-teaching staff would be employees of the institutions
where they work. In principle, this would allow institutions to develop differentiated programs and to
manage their funds more effectively. Passage of legislation of this sort would be difficult and time
consuming. As an intermediate measure, a law which establishes a 'floor' for salaries which higher
education institutions could supplement with their own funds was submitted to Congress. On this basis
MEC hoped to enable institutions to be free to establish their own set of salary incentive. Passage of
laws on financial autonomy and on isonomy will be essental for full implementation of the funding
formula.

Evaluaion of Higher Education. MEC initiated work on a long term plan for evaluation and
certification of undergraduate higher education institutions and programs, to be mainly carried out by peer
review committee and with a minimum of bureaucracy. The main objectives of the plan would be to
provide publicly available information on the quality of public and private institutions, so as to help
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inform students' decisions on attendance, as well as to partially tie public funding to the results of these
evaluations, as a means of encouraging increases in quality. MEC would begin with evaluations of
medical education followed by teacher education.

Deregulatng Professions. MEC planned to introduce legislation to deregulate a large number of
professions, with the exception of the traditional areas of health services, law, structural engineering,
teaching and accountancy. Deregulation would help to end the pervasive *credentialism of higher
education. Professional associations are expected to oppose vigorously these proposals.

Changing the Seledion Process of Redors. MEC was planning to introduce legislation leading
to indirect election of rectors through election by the university council. This would enable institutions
to carry out neuded restructurings.

Divensiing Funding Sources. Many of the laws described above would encourage institutions
to diversify their sources of income. For example, financial autonomy would free institutions from
excessively strict civil service regulations. Current regulations, for example, do not permit institutions
to deposit funds into interest bearing accounts. The establishment of private university associated
foundations would also encourage diversification of income. Permitting institutions to use their own
funds to top off teachers' salaries would also function as an incentive for universities to seek additional
sources of revenue. Implementation of the funding formula would make institutions more aware of the
trade-offs in expenditure categories and may lead them to reduce subsidies in the provision of services.

Recovering Costs in Public Institutions. The Minister of Education floated numerous ideas on
ways and means of asking students in public institutions to pay for a portion of their education, either
now or in the future. These included a *parent- tax., a graduate income tax, and encouraging institutions
to charge for miscellaneous services such as diplomas or parking. The graduate tax idea was perhaps too
easily dismissed on the grounds that the current fiscal reforms seek to overhaul the tax structure to
simplify it and reduce the number of taxes. Another idea, currently being implemented in Minas Gerais,
is to establish a scholarship fund which better off students would be required to contribute to, and which
would then be provided to needy students attending the same institution. Given the political uncertainties,
and in order not to jeopardize the implementation of the other reforms, MEC was not seeking a
constitutional amendment which would permit the charging of tuition in public institutions. Furthermore,
MEC believed that reforms in financing would enable it to achieve a 25% savings in unit cost
expenditures in higher education, without reducing quality.

The reform program thus put forward was significant. Its focus was to improve the efficiency and
effectiveness of the current public intervention in higher education. The strategy was two-fold: first to
improve the governance and oversight of the system, by providing institutions with greater autonomy and
introducing new mechanisms of accountability - through evaluation and a new funding formula. Within
this new autonomy and accountability relationship, public finance would be used to stimulate quality and
efficiency. A funding formula for public institutions would promote efficiency, while the student loan
program would be used to promote quality in private institutions.

The resignation in early August 1992 of the Minister of Education and his team put the reform
process on hold. It remains to be seen whether reform will be taken up again at a later time.
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ANNEX 1. PROPOSED FUNDING FORMULA FOR
BRAZIllAN FEDERAL HIGHER EDUCATION INSTIUTIONS

Objeetive: Stimulate Quality and Productivity

I. Calculation of the number of Full Tune Equivalent Undergraduate Students

N. = NS * D. * 1.3 + (Ni-Nk) * D, / 2 (1)

N. = Number of FTE undergraduate students
N, = Number of students receiving and undergraduate degree
De = Duration of course
Ni Number of new entrants

The coefficient of 1.3 assumes that a student completes the course in 30 percent more time than
the official duradon of the course.

The term (N,-N,) indicates the drop-out and the term (N;-N3) De / 2 assumes that students
who drop-out remain in the institution for a time equal to half of the duration of their course.
It is also the equivalent of a linear drop-out throughout the length of the course.

IL. Calculation of the Ideal number of teachers per undergraduate student

TABLE 1

Area Students/Teacher
(R)

Engineering and
Agricult. Sciences 9

Health Sciences 6

Natural Sciences
and Biology 9

Humanities and
Languages 12

Social Sciences 12
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The ideal number of teachers per student, Nd,, is calculated using the number of FTE students
in equation (1) for each of the areas in table 1 and dividing by the corresponding number of
students per teacher.

Ndg N,IR

3L Calculating the Basic Number of Graduate Students

N. e 3 Nuimber of Masters Theses (2)
- N,d =5' S Number of Ph.D. Theses (3)

N. = Basic number of Masters students
N,= Basic number of Ph.D. students

IV. Calculating the Ideal Number of Teachers for Post Graduate Programs

For each Masters Program, the ideal number of teachers, Nd. is:

Na. = 2 + (N_ I tY * R)) (4)

Where R is the ratio of students per teacher in table 1 and Y depends on the assesment by
CAPES (the national evaluation organizadon of post graduate training and rsearch) as shown
in Table 2.

Table II

CAPES Asssment Value of Y

A 0.5
B 0.7
C 1.0

D or not evaluated infinite

To obtain the ideal number of teachers, N,. for doctorate programs, the same method is used.
substituting irh (4) N, for N.

Ndd = 2 + (Nd/ (Y *R)



m-35

The ideal number of teachers for graduates is the sum of the teachers for masters level and for
doctorate level of all programs. A program that does not have theses, or whose evaluation is
worse than C or not evaluated, receives 2 teachers.

V. Ideal Number of Teachers for the Institution

The ideal total number of teachers, Nd, is the sum of the teachers calculated for all areas of
undergraduate studies plus the teachers calculated for the graduate programs with an additional
10 percent above the total.

VL Cakulation of the Number of Non-Teaching Staff, excluding those for hospitals.

1. Support staff dedicated to teaching (Ntrw):

Nf_ -(Ideal Number of teachers in the area) e Z (6)

The ideal number of teachers in an area uses the values calculated for the undergraduate and
graduate, supplemented by 10 percent, and Z is given in the table below.

TABLE 3

Areas Staff/Teacher

Engineering and
Agricult. Sciences 1.1

Health Sciences - 0.9

Natural Sciences
and Biology 0.8

Humanides and
Languages 0.15

Social Sciences 0.2

2. Staff for other activities:

N,|, = 1.05(130 + 0.06 * (N. + N,) + 0.07 " Nf + 0.0006 Physical Area (7)

N. + NN = The calculated total number of FTE students (undergraduate and post graduate).
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Area = Construction area in square meters of the institution.

The ideal number of staff is calculated:

N, - Ntr. + Nf,, (8)

VIL Budget Allocation, Excluding Resources for Hospitals

The budget can be divided as:

1. Salaries and benefits for active teaching staff
2. Salaies and benefits for non-teaching staff
3. Budget increase for with higher level degrees
4. Other recurrent costs and capital costs

Maintenance
Basic Expenditures

5. Trnsition (Adjustment) Budget
6. Institutional Development Projects

The budget will be calculated in the following form.

1. Salaries and benefits of teaching staff utilizing the average salary and the ideal number of
teachers.

2. Salaries and benefits of non-teaching staff utilizing the ideal number of non-teaching staff and
the average salary.

3. Budget increase for staff with higher level degrees.

T -((E + 3M + 7D) / (G + E + M + D)) * (0.2 / 7) (9)

T = Percentage budgetary increase
E = Number of teachers with a specialized (technical) degree
G- Number of teachers with a undergraduate degree
M = Number of teachers with a masters degree
D - Number of teachers with a Ph.D

In equation (9), if all teachers have Ph.D's, T=20%

The budget increase for staff upgrade is:

T * No S,

St = Salary of full time professor with doctorate
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4. Other recurrent costs and capital costs

Maintenance: (USS1.5) * Constructed Area in Square Meters
Basic expenditures: 0.2 * Ndt * SI

5. Transition (Adjustment) Budget
The institutions whose budgets as calculated above are below the expenses for active

personnel will receive a transitional allocation, negotiated case by case on the basis of an
adjustment plan.

6. Institutional Development Projects
These will be allocated especially for projects of institutional development.
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ANNEX 2. LIST OF CONSULTANT REPORTS'

T1TE AUTHOR(S)

Administra,co de Universidades PSIblicas: A Jacques Schwartznan
Racionalidade da Ineficiencia

A Produtividade Interna das Institui;5es de Ensino Jean-Jacques Paul
Superior no Brasil

Aspectos do Perfil do CandidatoJBeneficiario do Herbert Guarini Calhau
Programna de Credito Educativo no Brasil'

Credito Educativo no Brasil: 0 Programa do MEC/Caixa Herbert Guarini Calhau
Econ6mica Federal

Evolu,co e Institucionaliza;ao do Ensino Superior Privado Edson de Oliveira Nunes
no Brasil: 1968-1990 Laura Dantas

Violeta Maria Monteiro

O Futuro da Educa;ao Superior no Brasil Simon Schwarlzman

O Problema Administratvo das Universidades Federais Pedro Lincoln Mattos
Brasileiras: Quest6es-Chave

O Processo Decisorio e a Problemdtica do Gerenciamento Teodoro Rogerio Vahl
das Universidades Federais
Brasileiras

Universidades PlSblicas e Privadas: Sfntese Comparativa Teodoro Rogerio Vahl
de Alguns Indicadores de Universidades
Comunitarias e Universidades Federais

1. All dated 1990 and written in Portuguese (unless noted othewise).

2. Also available in English.
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STRUCTURE AND ENROLLMENT

The Venezuelan higher education system includes 100 different establishments, classified in two
broad categories: university institutions (enrolling 75% of students) and non-university institutions
(enrolling 25%), which include technological institutes, pedagogical institutes, polytechnic institutes and
junior colleges. Public institutions enroll 78% of students, compared to 22% in private institutions.
Private education is more important in the non-university sector, where it accounts for 51% of
enrollment, compared to only 12% in the university sector (table 1). The structure of the system is
similar to Mexico, Central America, Peru, and Argentina, where the public education system dominates,
rather than Colombia and Brazil, where the majority of students are enrolled in the private sector.

Table 1
Higher Education Enrollment, 1990-91

Public Private Total

University 419,993 59,654 479,647

Non-University 78,928 80,551 159,479
Polytechnic 11,150 0 11,150
Technology Institutes 53,698 64,616 118,314
Colleges 14,080 15,935 30,015

Total 498,921 140,205 639,126

Source: OPSU

University institutions, both public and private, are overseen by the National University Council
(CNU). The Department of Higher Education (DES) of the Ministry of Education (MOE) oversees all
non university systems. The CNU, controlled by the higher education institutions themselves, is
responsible for allocating the budget which is negotiated directly with the Ministry of Finance.

A striking aspect of the systeurhas been the rapid growth over the last thirty years, as can be seen
below.
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VENEZUELA
Enrollment Grovth In Higher Education

1960-1990
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1960 1970 1980 1990

Private-- 2.634 4.736 38.869 140.205

Public 22.088 70.816 296.726 498.921

Total -W- 24.722 75.552 335.595 639.126

Source: OPSU
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Enrollment in 1960 was less than 25,000. This amount has increased rapidly to 639,000 in 1990.
Private enrollment has grown from 2,600 to 140,00 during the same period, increasing its share of overall
enrollment from 12% to -20%. Enrollment is equivalent to about 26% of the 20 to 24 age group. This
figure is well above the 19% average for Latin America. Only Ecuador (33%) and Argentina (38%)
enroll higher percentages, and Brazil (11 %), Mexico (16%) and Colombia (13 %) are significantly lower.
In 1960 the corresponding gross enrollment rate was below 5%. However, the very high levels of
repetition in Venezuela significantly inflate the gross enrollment ratios. Furthermore as much as 10%
of enrollment in the public system is reported to be fictitious, i.e, to consist of students who rarely, if
ever, attend classes.

Graduate enrolment has grown significantly. For the year 1987, enrollment was 11,881. The
number receiving advanced degrees was 1,917. In 1987 437 graduate programs were officially
registered, 51 of them Ph.D programs, 208 MA programs and 178 labelled 'especializaciones'. This
means that the average size of such programs was an excessively low 27 students. Nearly half of the
doctoral programs were offered by the Central University of Venezuela (UCV). There is little
information on the quality of those programs.

Interndl Efficency

In 1988-89, the higher education system employed about 35,000 teachers. 65 % of those employed
in the public sector worked full time. In comparison only 13 % of teachers in private institutions work
full time. After accounting for part-time teachers, the FTE student teacher ratio in public universities
is 16:1. This compares with over 35:1 in private institutions as well as in public non-university
institutions. In the public universities the ratio varies between Simon Bolivar University, with a 7:1 ratio,
and the University of Carabobo, with a 44:1 ratio. Table 2 summarizes these figures. If the 10% of the
enrollment in public institutions reported to be fictitious is subtracted from the total figures, then the FTE
student teacher ratio should be 14:1 rather than 16:1.

Table 2
Student-Teacher Ratios in Higher Education, 1988-89

Nom. Student/
Full-Tim Half-Time Part-Time FTE/Studant Teacher

Enrollmt Teo:as Teachers Teachers* Rato Ratio

University
Public 280,507 15,521 1,781 4,133 16.1 13.1
Private 56,825 784 412,212 36.8 16.6

Public Pedagogical
Institutes 52,976 1,654 175 2,894 21.5 11.2

Non-University
Public 53,551 1,088 292 559. 39.0 27.6
Private 64,672 307 222 4,155 44.4 13.8

Total 508,531 19,354 2,887 13,953 20.9 14.1

Source: OPSU
*Part-ti"m teachers etmated to be working onequrter time



IV-4

International comparisons are difficult because some countries report only nominal student teacher
ratios. The nominal ratios for neighboring countries are: Argentina (1985) 17:1; Chile (1984) 11:1);
Colombia (1987) 9:1; Brazil (1988 public 9:1 (FIE) and private 30:1). Outside Latin America some
figures are as follows: USA, public four year institutions 17:1; Spain 19:1; and United Kingdom 12:1.
Therefore, Venezuela's public student teacher ratios are roughly in line with similar countries.

Table 3 provides an estimate of completion ratios in the higher education system:

Table 3
Completion Rates - Higher Education

Entered Entered Completed s
1983 1986 1989 Completing

Universitie
Public Universities 53,300 14,096 26
Prive Universities 4,807 4,191 87
Public Pedagogical InsL 12,673 1,506 12

Non-Univerities
Public Polytechnic 1,964 622 32
Publc Technology InsL 13,312 3,051 23
Privae Technology InsL 13,892 5,722 41
Public Coleges 2,502 1,571 63
Private Coleges 2,977 1,656 56

Total 70,730 34,647 32,415 31

Source: OPSU

The graduation rate in the university subsystem-considering entrants in year x and graduates six
years later-is estimated at 26% in the public universities, compared to 87% in the private universities.
In the non-university sector, which mainly provides three year diplomas, the public completion rate is
29% compared to 45% in the private institutions. While in principle it should take only five or six years
of schooling to produce one university graduate, in fact, after accounting for the years of repetition and
dropout, it probably takes the subsystem around 16 years of schooling to produce a graduate, or about
three times the ideal cost.

Another way of looking at the efficiency of the higher education system is to calculate the number
of graduates as a percentage of total enrollment. On this basis the ratio of graduates in public institutions
in 1989 to total enrollment was 1:15. The ratio of total graduates (both university and non-university
institutions) to total enrolment in other countries in Latin America is as follows: Brazil 1:6, Costa Rica
1:13, Cuba 1:9, Chile 1:10, El Salvador 1:12, Mexico 1:10, Peru 1:46 and Uruguay 1:25.

The low internal efficiency of public higher education is a result of a number of ad-hoc policies
which have become generalized. In spite of having a national entrance examination, most public
institutions have a de facto open entrance system. They then seek to weed out students through failing
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them in the first and second year of their studies. At the same time these institutions do not enforce
regulations requiring failed students to leave the university. The result is that enrollments are severely
inflated.

Output and External Efficiency

The higher education system graduated 210,577 new professionals and technicians during the period
1980-1988, with a yearly average of 23,400. Graduates from the universities have doubled during that
same period, increasing from 11,500 to 21,100. Graduates from the non-university sub-sector have
increased three times, expanding the proportion of graduates coming from this subsystem from 24.5%
in 1980 to 359%.The distribution of graduates according to inowledge areas and its differences between
public and private universities is as follows:

Table 4
Distribution of Graduates according to Knowledge Area, 1987

Public Private

Number 17,155 3,964
Percent 100 100
Basics Sciencec 2.0 0.03

Enineerin, architecture
& lmohnlogy 24.1 21.0

Agricultual scienee 6.5 0.4
Health science. 21.9 2.5
Education 14.5 7.3
Social scence and BA 29.3 67.9
Humanities 1.6 0.8

Source:OPSU

Compared to about ten years ago these figures show decreases in sciences and engineering and an
increase in social sciences. Overall 11% of the total labor force has post-secondary education, compared
to 5% twenty years ago.

The estimated private rate of return to students attending public institutions is about 12%. The
social rate of return is about 7%, which reflects the public costs of providing free public higher
education. This figure is considerably lower than the social returns at lower levels, which are estimated
at 18% for primary education, 9% for general secondary education, and 11% for technical secondary
education.' At the same time unemployment of higher education graduates was estimated at 6.7% in
1990, much lower than the figure of 11% among secondary school graduates.

Pscharopoulos and Fizbein.
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HIGHE EDUCATION COSMS AND FINANCING

Table 5 below summarizes unit and total costs of higher education in 1990:

Table SA
Annual Expenditre in Higher Education, 1989-90

Enrollmt Unit Total % of
1989 Cost (USS) (USS) Total

Public 386,638 1,625 628,165,158 89.2
University 332,091 1,747 580,215,582 82.4
Non-University 54,547 879 47,949,576 6.8

Private 140,205 543 76,067,900 10.8
University 59,654 600 35,792,400 5.1
Non-University 80,551 500 40,275,500 5.7

Total 639,106 1,802 704,233,058 100

Source: OPSU and misson estimate.

Table SB
Unit and Total Cost in Selected Higher Institutio, 1989-90

Enrolmet Expenditur Unit Costs
(USS) (US$)

Centrd University of Venezuela 52,268 133,840,849 2,561
University of Cambobo 45,854 57,323,658 1,250
libertador Pedagogical University 64,924 55,386,809 853
Simon Bolivar University 7,144 32,274,263 4,518
Open University 54,410 15,336,365 282
Andres DBelo Catholic Uni;eruity 11,000 148,850 650
Francisco de Miranda College (private) 3,900 1,714,248 440
Public Technology Institutes 53,689 31,927,470 595

Source: OPSU

Total public expenditures in higher education were equivalent to US$628 million, while private
expenditures were about US$76 million. Thus Govenument contributes 89% of the total costs of higher
education, while the private sector contributes about 11%. These figures do not include expenditures for
loans and scholarships (discussed below). They also do not include expenditures for R&D, much of
which goes to universities. About 39% of the income of public universities comes from the sale of goods
and services, a significant portion of which may be purchased by public agencies.

The Fundacidn Ayacucho (FGMA) is the largest provider of loans and scholarships, providing in
1990 a total of 3,406 loans and 4,970 grants, with an average size of loans equivalent to about US$4,600.
Of these loans about one third are for study outside Venezuela and about a third are for undergraduate



IV-7

studies. Currently FGMA recovers 1.5% of the real volume of its outstanding loans. FGMA's budget
in 1990 was about B350 million, or USS7.8 million, or about one percent of total public expenditures
in higher education. A number of other institutions (BANAP, Educredito, CONICIT, PDVSA) provide
smaller numbers of loans and scholarships. FGMA is planning to strengthen its management, expand the
numbers of loans, and set new repayment requirements, with support from a recently signed World Bank
loan.

In terms of unit costs, the estimated unit cost in public universities higher education in 1989 was
US$1,747. This figure has been decreasing significantly. Two years earlier it was estimated at
US$2,600 and the estimate in 1990 is approximately US$1,200. Within the individual universities these
figures vary significantly from a high of USS4,500 for Simon Bolivar University, which is the best
research oriented higher education institution in Venezuela, and CNU, which has a large research
establishment, to the Pedagogical University (UPEL), at US$850. The Open University, with students
participating on a part time basis usually on weekends, has a unit cost of USS280.

The private contribution to the financing of higher education in Venezuela consists mainly of tuition
fees paid by students enrolled in private sector institutions. There is no comprehensive study of tuition
fees in all private institutions. However, currently several of the larger private universities are charging
about USS600 per year and several non-university institutions about US$500 per year. A small portion
of expenditures of private institutions is covered bty govermnent through student loan schemes, as well
as through grants and support for capital construction to a few of the higher quality private institutions.

Because of the low internal efficiency of public universities, the unit cost per graduate in public
universities is estimated at 16 times USS1,747, or $27,952. This is more than three times the ideal cost
of US$8,735 if all students completed their studies in five years without repetition or dropout. This
compares to a cost per graduate in private universities of about $3,600.

Table 6 below summarizes the sources and uses of funds in public universities. It shows that public
universities get 89.5% of their funds directly from government. An additional 6.3% comes from
'deficit' financing, in which the universities borrow from future government allocations. Only 2.7%
comes from sale of good and services. By law the public universities do not charge tuition and therefore
this does not exist as a source of income.
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Table 6
Public Universities

Sources and Uses of Funds, 1991

%) USS
(00(0)

Direct Goverment Support 88.5 642,023
Other Government Support 1.0 7,254
Sale of Goods and Services 2.7 19,587
Other Income 1.5 10,882
Deficit Financing 6.3 4S703

Total 100.0 725,449

Uses by Program:

Teahng 26.8 194,618
Research 4.6 33,172
Extension 1.5 11,044
Socioeconomic Protection 36.2 262,766
(including pensions)
Academic Services 4.4 31,612
Financial Services 9.8 70,883
General Services 7.9 57,257
Physical Plant 2.0 14,688
Development 1.7 11,976
AdminiStation .2 7433

Total 100.0 725,449

Uses by Expenditur Ctegory:

Personnel 58.1 421,808
Maintenance 10.5 75,995
Debt Service 0.0 29
Equipment and Furnitue 3.2 23,329
Support to Other Public Agencies 0.0 64
Constuction & Capital Investment 0.9 6,865
Transfers 16.7 121,493
Investments 0.0 8
Other Financial Transations 5.1 37,222
Other Undefined Expenditures S. 38,637

Total 100 725,449

Source: OPSU
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Table 7 summarizes public higher education expenditure in Venezuela and neighboring Latin
American countries:

Table 7
Public Higher Education Expenditure as a Percentage of

Total Education Budget and of GDP
Selected Countries

X of Education % of Year of
Budget GDP Data

Venezuela 35.3 1.24 1988
Costa Rica 39.9 1.72 1988
Mexico 31.7 0.67 1988
Bolivia 23.2 0.72 1988
Brazil 21.0 1.20 1989
Colombia 20.3 0.55 1987

Soure: UNESCO and World Bank reportL

Compared to the rest of Latin America, the unit costs of Venezuelan public higher education in
1990 were higher than Argentina, Mexico, and Chile but lower than Costa Rica, Colombia and Brazil.
At the same time Venezuela's total public expenditures as a percentage of the education budget, as well
as a percentage of GDP are, along with Costa Rica, among the highest in the region and among the
highest in the world. This is the result of a public higher education system which, while its unit costs
are not excessively high, enrolls a very high share of the 20-24 year old population, comparable to that
of many developed countries. In short Venezuela, like Costa Rica, has opted to utilize public funds to
satisfy the continually growing social demand for education while at the same time it has sought, with
increasing difficulty, to retain a reasonable level of quality in at least some of these public universities.

During the 70's, the proportion of the public educational budget devoted to higher education
increased from 32% to 46% and then declined to 33% during the first six years of the 1980 decade.
In 1987 the proportion of the public education budget going to higher education escalated to 54.5% and
then dropped in 1988 to 38%.

EQUIrY

Venezuela is unusual among many Latin American countries in that it collects detailed information
on the socioeconomic status of students in higher education. Table 8 summarizes this information for
1986. The information which forms the basis of the table is self-reported by first year applicants who
provided information on the education and occupations of their parents.
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Table 8
Socioeconomic Status of Students Entering Higher Education, 1986 (%)

Private Public Population
Instiutions Institutions as a Whole

High 22.3 5.9 1.0
Middle 38.6 21.7 4.5
Middle-Low 32.4 42.9 14.1
Worker. 6.5 27.1 42.4
Marginal 0.2 2.4 38.0

Total 100 100 100

Source: Navarro

The table reveals that public institutions enroll a much larger percentage of the two lower
socioeconomic groups than the private institutions-29% compared to 7%. Therefore to a great extent
the current public system provides an avenue of access to higher education for large numbers of under-
privileged young adults. However, at the same time overall enrollment in higher education is heavily
skewed towards the higher income groups. A full 70% of the population as a whole is in the two lowest
income levels, compared to 29% attending public higher education institutions. Put another way the
chances of those in the two highest income groups attending public or private higher education are about
twenty times greater than those in the two lowest income groups.

Thirty-four percent of students enrolled in public institutions attended private fee charging
secondary schools. These students could at a minimum afford to pay similar fees in higher education.
However, public institutions are legally not permitted to charge tuition, therefore heavily subsidizing those
students recruited from the higher and middle income groups.

SCIENCE AND TECHNOLOGY

Venezuela's effort in science and technology is estimated at 0.7% of GDP, a figure which is higher
than most other Latin American countries. As a matter of policy Venezuela has been increasing this
percentage, which stood at 0.4% in 1984. Venezuela recently sought to further increase the amount of
funds provided to science and technology, especially through a recently signed MDB loan of US$92 million
to CONICIT for support of science and technology research. In 1991 a total of B15 billion is estimated
to have been invested in R&D by Government as well as by parastatal organizations. Of this amount
approximately 11% is expended through university budgets, 73% is expended by autonomous public
research institutions, and 16% is expended through the Consejo Nacional de Investigaciones Cientfficas
y Tecnol6gicas (CONICMI). Table 9 shows the changes over time.
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Table 9
Venezuela: Public Investment in R & D

1978 1984 1991 1991

Universities 31% 22% 7% 11

Research Institutions 54% 72% 71% 73%

Planning and Supporting Institutions 15% 6% 21% 16%

Total
9% 100% 100% 100% 100%
Amount (Bs. mils) 600 1,361 12,300 15,250

As a Percntage of GDP .4 .6 .7

Source: CONICIT (1991)

Several Venezuelan research institutions are of world-class quality. The most notable is the Center
for Research and Investigation in Petroleum (INTEVEP), which gets a significant portion of all of
Venezuela's R&D funds (30%). Other high quality institutions include the Venezuelan Institute of
Scientific Investigation (VIC) as well as research centers in agriculture and environment. In the last few
years these institutions have significantly increased their share of the total government budget for R&D
from 54% in 1978 to the current 73%.

CONICIT itself appears to be a well-managed institution utlizing a system of peer review for
award of most research contracts. It has no research institution direcdy under its jurisdiction and is
therefore a purely informational, planning, and fincing agency. CONICIT uses the peer review system
to recognize and categorize active researchers. It currendy recognizes 6,000 researchers, of which only
about 1000 are receiving special salary supplements (an average of 20,000 Bs per month) on the basis
of their research productivity. CONICIT also has a program of approving graduate programs (masters
and doctorates). CONICIT's new and major effort in financing R&D in Venezuela is being financed
through the IDB loan, which focusses on the key areas of chemistry and chemical engineering,
metallurgy, new materials, medicine, and environment. Agricultural research is being supported under
separate funding and institutions. CONICIT has also set up a fund, equivalent to US$200 million, to lend
money for technological innovation in industry.

The weak link in Venezuela's effort in R&D is that of university-based research. The number of
classified researchers represents less than 5% of the total number of faculty of the public universities,
ranging from 22% in the case of the USB to none in the case of UPEL. 85% of these researchers are
concentrated in three universities-UCV, ULA and USB. Currently CNU allocates only 3% of the
university budgets to research. This percentage has been declining significantly since 1978, when it was
equivalent to 7% of the university budget. The result is that many institutions are finding that their
equipment is outdated. In addition, growth in enrollments and decreasing salaries relative to industry are
making a research career within the university system far less attractive than it was a few years ago.
Students have been responding to these trends. The result is that few students are studying the hard
sciences (only 2% in 1990). The apparent deterioration of the quality of puplic secondary education may
also be restricting entrants into science and technology careers.
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MANAGEMENT AND BUDGElTING

The Venezuelan public system is widely perceived to be in a crisis, with student and teacher strikes
regularly closing institutions, often because of opposition to reducing subsidies such as bus transportation.
Public institutions themselves are under severe budgetary pressures and the annual negotiations with the
Ministry of Finance are becoming increasingly difficult.

Many of Venezuela's difficulties and problems with public higher education stem from the current
way it budgets and oversees the university system. Under the current system the CNU reviews and
approves plans, budgets, and policies of each university. However, the CNU is fundamentally a
cooperative institution formed by the higher education institutions which it oversees. Specifically, votes
in the CNU are as follows: each autonomous university has one vote; three votes are made available to
the experimental universities and the private universities; one vote is provided to a representative of
teachers; two votes to representatives of the Congress; two votes to students; and one vote to CONICIT.
Overall some 40 people, some with partial votes, meet eleven times a year to decide on policy.
Therefore the CNU is not a ubuffer" institution which is independent of both Government and the
institutions it oversees. Rather it is a cooperative management group controlled by the institudons.
Therefore the CNU has a very limited mandate for insisting on improved efficiency or quality of the
institutions it oversees. Its most hotly contested function currently is its ability to approve new programs
and courses in both public and private institudons. About 80% of its work is adminitative and only
about 20% is related to policy.

The budgeting process normally begins in September, when each university makes a budget
proposal based on technical guidelines provided by CNU, fundamentally related to numbers of students
and numbers of staff. OPSU studies these proposals and, on the basis of technical criteria, normally
questions or cuts the university's request. On average about 30% is cut by OPSU. Overall 80% of the
budget is fixed on the basis of enrollments, and OPSU examines the remaining 20%. Because of budget
constraints CNU has been strongly resisting requests by public institutions for authorization to increase
intake of new students. Normally the CNU mandates a small percentage for non-teaching salaries,
currently 3% for research and 0.75% for library expenses. The CNU does not utiize criteria of internal
efficiency or faculty productivity for funding decisions, which are taken on an historical basis. However,
the CNU recognizes that the more research-oriented institutions like the UCV and Simon Bolivar
University should receive more funding per student than the less prestigious institutions. On this basis
unit costs vary by as much as a factor of three among the various universities.

The CNU sends its proposed budget on to the Ministry of Finance, which recently has cut these
amounts by about 30%. However, in the course of the year the universities go on spending on a monthly
basis as if their full amount has been approved. By October of each year, the universities run out of
funds and then request additional funds to complete the year. This request has generally been accepted,
often after strikes, but the funds are considered to have been drawn from the following year. On this
basis the universities are gradually accumlating an increased deficit into the following year which makes
forward budgeting and planning increasingly difficult.

All universities are required to provide the same salary scale and rules of promotion to all staff.
University teachers can retire at age 50 after 25 years of service. Large numbers of staff are currently
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reaching retirement age and large numbers of vacancies in the older institutions are expected shortly.
Pensions for all retired staff are included in the university budget under the rubric 'socioeconomic
protection". These currently account for 20% of the total budget of the universities. A few institutions
(UPEL for example) are already unable to finance pension payments fully. Some institutions have
worked out procedures by which teachers can retire but can continue to teach on a contract basis.

The CNU staff has prepared a proposal for more systematic review of institutional budgets. The
proposed system would be based on a formula utilizing enrollments, number of sections, and numbers
of professors. Using this formula the CNU would be able to put pressure on institutions to fully utilize
its teaching staff, who are supposed to teach 12 hours per week. In addition a new parameter would be
set for the ratio of non-teaching to teaching staff, which is an excessively high four non-teaching staff per
teacher or one for every three students. The new parameters might be that of one half per teacher.
Finally the proposal for research would provide a fixed amount allocated to each public university, which
is expected to be 6% of the total yearly allocation to each university, and a variable amount that will take
into consideration three productivity indicators: i.e., the ratio of accredited researchers working in each
university to the total number of researchers in the corresponding science sector, the ratio of accredited
researchers to FTE faculty in each institution and the ratio of postgraduates to postgraduate enrollment
within each university.

These proposals are still under consideration. Other proposals include incentives for universities
to diversify their sources of funds, including fuller cost reimbursement for services rendered to other
government agencies and increased student payment for services such as food and transport, as well as
trnsferring out of each instituton's budget all payments related to pensions and health. While all of
these proposals are a clear step in the right direction, they will not encourage increased internal efficiency
of these institutions, especially with regard to students. Because of the collegial nature of the CNU as
well as possible political opposition from students, it will be difficult to develop stronger formulas.
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c ,;--onstructionprogram was 80% finane by government and 20% byprivate inidustry.The physica.l$S

--aci.ities are'a,dequate in size: and well manaie and 'manicured.'. UAB salaries"-are equivalent'-.o
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"e .af memerfo e 0 students ecaeo ac of f sB oes researc only.
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institution has :10,000 applicants for 2,00 spaces the first year of education. .Students at. UAB
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The University of Carabobo (UC) is a public university with problems which, albeit similar
to those of.other public institutions,.appear. to be more severe. UC currently enrolls 52,000.
students', which makes it one of the thiree largest public institutions in Venezuela. However, it is
estimated that it least '10% of these students do notz atend classes. Ihe physical facilities at

.. Carabobo are extremely"outdated and.inadequate. .t has.0.8 square meters for each enrolled,'
stdent,: a figure which'is far'lower than the. interiona y a epted re of five'sare meters..;
-per student andis.lower than any other institution in Venezuela. .Pysicaly most buldingsaren',
:.:deplorable:shape withitotallynindequiatescientific and' teaching equipment.and a lc'lkofalibrar.
'.boos.- .UC,.has' been unable to resist pressur.sto accept'large numers of unquaified sudent.
Only about "I o entering students scred Abve 60' in the entra'n exaia . About 47*%are' .
in the -middte :or uper classes .. * e' situation -i such hat' on 17% of ene ng'meering

" students, of which there are 1000, passed the end .of the first year examination.:. Similarly:'UC was.,
accepting 800 per year into medicine, while the"insitution has agreements with the local hospitals
-to train a maximum of 100. There'are 8500 students enrolled in' the faculty of law. Utl' last year..
students were permitted to continue their studies no matter how they iscored on the,final examination..
-and no checks were made on how manyclasses they attended.,.. ; ......

-About.19% ofientering students eventually graduate. Because of high repetition rates, the
-system 'requires 222shool i yes to rod onegrde.., Crty; g adu om o
medicine take :avcrageeof9aOf half years colete the 6 year cour.. h education and

~~~~~~~~~~. . -. . i . ;-;. . ..--iii. .. ... .

'engineering those who`do compd the.:courso aveeage ' .sixeao..ac'' ' coralte. e.r lei
erall: "the fitcos U$100rnslteintoaompc raduate-couo. about S 0. --o'

~tih aks tam6t ourti esusex eniv.a .... .... toal.bud et :- sao ut US 5 ilo

,-nis was in tne fraed-ofu.lages sc000 students proests. it mmMcr of the schooli" are'als o' -'-

famuntyof000, and amnthe. Fmealschooly f acrcepted200 rater tag nitsi permcitted'amountiof10om0
this wadiin the face' of large S. e st;ulet protests.A number of the ichool are alssponsoring
pre-,, ente ourses to help raise up the standard-of c ntering students. ofC is also fial biing
tomenrce rules f read ONITboo for 'student attendance, requeiraiyg stuidents to pass at least50%,,..
of the cou-re work or -to drop out To uvimdroadinistration, ec has established a w pivate"C
foundation to administrate the library aed to:p p d -'-va - ety of infort sy'stems for' students:..'
faculty, and administrators. Fnally the UC has recevived'aagreement in princijplefrom government.
that additional facilities wfil,be built. The total 'costs would be :in. excess, Of Us$50 million....
'Currentl the faculty of law is under: construction.,

lDespite being one of the weakest pulcuieste ntrsof research,UC hasatrce
some funds from CONICrr for engin'eering research,' especiall in healthi and environmentally,.
related areas., A total o6f 3 % of UC's budget'is allocated to research. In. accrdance wit 
gUidelines, I75 ialoated to libraries.



IV-16

OPTIONS FOR REFORM

To create an environment that will provide the necessary incentives to improve quality and
efficiency in the public system, enhance faculty performance, and encourage self-assessment, a new set
of transparent funding criteria and mechanisms will need to be introduced, based on how much the
Government estimates the public system should cost rather than on how higher education institutions
would like to spend such funds. As noted above the CNU is already discussing moving away from
incremental funding through establishing a formula which combines different criteria for allocating
resources to teaching, research and extension. However, the current attempt should be considered only
a modest attempt at setting a formula which would provide appropriate signals for institutions to improve
their efficiency; given the collegial nature of the CNU even these modest attempts may fail.

While the current proposed formula would help to regularize use of staff time, would reduce the
number of non-teaching staff, and would put research support on a systematic basis, it would not deal
with the most fundamental problem of public higher education, which is high dropout and repetition rates
and the excessive time i takces for students to graduate. It is highly inefficient, both for students and
for Government, for public institutions to accept large numbers of students and then to fail them
repeatedly.

The simplest and most powerful formula to encourage improved efficiency would be one which
finances institutions, at least partially, on its numbers of graduates. A model which could be considered
would be that of the Netherlands, which has an utomatic admissions policy. The proposed Brazil
formula could also be adapted to Venezuela. In the Netherlands' funding formula, universities receive
4.5 years of annmal unit cost funding per graduate and 1.5 years for dropouts-regardless of how long
students take to complete their studies or at what point in their studies they drop out from the institution.
The dual incentives are both to weed out poorly performing students early on, and to get people to
graduate as quickly as possible. Odter criteria should be based on performance and efficiency in the use
of resources and should help ensure that institutions do no arbitrarily award degrees to get increased
funding. The results of such changes would be a major reduction in the costs per graduate and a much
higher social and private rate of return to investment in higher education.

The implementation of such funding mechanisms would require a change in the status of the CNU,
which should become independent of the institudons h oversees. A majority of the CNU would consist
of representatives of Govermment and society as a whole. 'Buffer' institutions of this sort have been
shown to work well in the United Kingdom, Netherlands, and the United States.

There is also a strong case for reducing the absolute amounts of public expenditure on higher
education and for increasing the private contributions. The most straightforward way of achieving this
aim would be to charge tuition fees to all students in public institutions and simultaneously offer
subsidized loans and scholarships for the neediest students. At a minimum such fees could be equal to
the current charges in private secondary schools which one third of public university students have
attended, and loan and scholarships could be offered to the remaining two thirds of students. Venezuela
currentdy has some small but relatively well organized student loan schemes (Fundacidn Ayacucho,
Educredito) which could be expanded under this scenario.

As in most of Latin America there is very strong opposition in Venezuela to charging tuition in
public institutions with their long tradition of free education. It has been argued that cost recovery could
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also be achieved through a graduate income tax system, in which graduates of public institutions would
pay, say, an additional tax equivalent to 29% of their income over a fifteen year period. An alternative
currently under discussion in Brazil would add a portion of the costs of public higher education tO the
gross income reported on tax returns of parents of students attending public institutions, who would then
be taxed at the current marginal rate. However both these alternatives require a better functioning income
tax system than Venezuela's current system.

In addition, higher admission standards in public institutions will result in increased private sector
growth. This is already happening under the pressure of reduced funding for public institutions. Under
this scenario public universities would increasingly become higher quality, research and graduate
education oriented institutions. This policy would also require expanded loan and scholarship schemes
for needy students wishing to attend private institutions.

Increased funding on the basis of open competition for innovative research, teaching and extension
programs should also be explored. The recent expansion of funding by CONICIT on the basis of open
competition for research contracts is a strong step in the right direction but more can be done by CNU
itself in areas such as extension and innovative teaching programs.

Along with funding mechanisms based on formulae, contractual arrangements, student fees and
other similar provisions, it will be necessary to strengthen current initial efforts towards utilization of
institutional self-assessment procedures as well as the use of external evaluations and accreditation. Such
procedures, as well as the reporting to the public of results, can serve to guide resource allocation and
to create further incentives for quality and performance improvements.

In addition to these system changes, Venezuela needs to examine closely the role of the higher
education system in training and upgrading primary and secondary school teachers. The current system
seems to be succeeding in providing bachelor's degrees to large numbers of currently practicing and
future primary school teachers but with little discernible impact on student learning or reduced repetition
or dropout. It may well be appropriate to reduce the requirements for primary school teacher certification
from those of the five year bachelor's degree to a three year 'certificate' while at the same time
refocussing pre-service training on increased practice teaching through 'sandwich' courses and supervised
internships.

Another way that the higher education system can provide a service to the lower levels would be
to undertake research on the results of the university entrance examination and then report the results of
this research to secondary school teachers and school directors. This research could identify the higher
order thinking skills in which students are deficient. The results would then be incorporated into in- and
pre-service training programs.

CONCLUSIONS

The adoption of funding mechanisms based on formulas, contractual arrangements, student fees
and other similar provisions would greatly enhance the already emerging trend towards the utilization of
institutional self-assessment procedures and the continuous use of external evaluations and accreditation.
Evaluation, at its simplest need not be linked to funding criteria but it can serve to guide resource
allocation andlor create incentives for quality and performance improvements. Another policy option
which would help ensure that higher education serves society more effectively would be reform of the
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system of training teachers to emphasize increased practice teaching and to shorten the excessively lengthy
period of training primary school teachers. In addition, the CNU could undertake research on why some
students do better on the university entrance examinations, as well as remedial programs for
underprivileged students doing poorly on such examinations.
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