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OKUL KUPONU REFORMU, GEL iSiMi VE EGITIME ETK IiLERI: SiLi ORNEGI*
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OZET: Bu makalede okul kuponu reforngili 6rnegi ile incelenmitir. Sili askeri yonetimi 1980’den itibaren
velilerin cocuklarini isterlerse 6zel okula yazdatarini sglayan gitim kuponu sistemini tum ana 6zellikleri ile
benimseyerek llke ¢capinda uygulanm Uygulamanin kapsami ve sureldilinedeniyleSili drnegi egitimde kupon
sistemini anlamak iginsgiz bir firsat sunar. Bu literatir taramasinda orelilkdgretimde kupon reformu ana
Ozellikleri ile tanitilmg, Sili'de okul kuponu refromunun zaman iginde uygulame gelsim surecleri anlatiingtir.
Ayrica, kupon reformunungéim sistemi Uzerindeki sonuclarinin agilanasi igin bu reform ile ayni zamanda
uygulamaya konulmuolan yerinden yénetim reformu, farkli okul sekésirlve bu sektdrlerin uymakla yiukimli
oldugu farkh kurallar gibi kurumsal dgskenler gerek konu ile ilgili agiirmalar taranarak ve gerekse ikincil veriler
kullanilarak irdelenmtir. Bu c¢alsmanin sonuglari okul kuponu reformunun yerinden efiom reformu ile
etkilestigini, reform sonucu ortaya ¢ikan farkli okul sekéditiin sosyo-ekonomik diizlemde agrgini, ve neticede
reformun kendisinden beklenen llke ¢apindagitktimde iyilgmeyi bugiine dek gayamadgini gostermitir.

Anahtar Kelimeler: Egitim Politikalari, Okul Kuponlari, Evrensel Okul @m Sistemi Sili.

SCHOOL VOUCHER REFORM, ITS DEVELOPMENT AND EDUCATIONAL EFFECTS: THE CHILEAN
CASE?

ABSTRACT: This article examines school voucher reform usimg €Chilean case. In 1980, the Chilean military

government introduced school voucher reform, whadbws parents to enroll their children to privatehools, 187

nation-wide in its most complete form. The Chilease presents us with a unique opportunity to urtalels
educational vouchers due to the comprehensive antincous nature of the reform. In this surveyhd titerature,
fundamentals of school vouchers are first introdua@nd the reform’s application and developmenChile are
discussed. Moreover, in order to understand theherns’ impact on the education system, decenttalizaeform

and institutional variables such as different s¢tseators and the rules that govern them are exaiifhe results
show that school voucher reform interacts with déedization, different school sectors borne of cloer reform are
socio-economically segregated, and that the refcomid not deliver the expected nation-wide improeats in

primary education to date.

Keywords: Education Policy, School Vouchers, Universal Sil@hoice, Chile.
INTRODUCTION

School voucher reform is one of the most contraakesiucational policy reforms today. The idea thatents who
prefer to leave their public schools should be fled by the government with a voucher to enrolirtigildren at
private schools who accept these vouchers hastéBectual roots in Milton Friedman’s (1962) prajabfor school
vouchers, and Chubb and Moe’s (1990) theory of ttgardzational consequences of democratic controduge
market accountability in education. These defimitiworks in the field proposed that a market fomany and
secondary education rather than public provisiotesirable on several grounds. First, parents ghioave the right
to leave a failing school and enroll their childtenother schools. Second, if parents do so, thllgpwt pressure on
failing schools’ finances and threaten with closunich in turn will force them to improve their @zhtion.
Consequently, school competition will improve alhsols and lead to educational innovation. Thirdyljguschools
are accountable to several layers of bureaucratychwmakes them feel less accountable to their idiae
constituency, the parents and students. Hencedimting private schools financed by educationalcheuns will
create a new private sector in education, privateckier schools, which would be far more accountabudents’
and parents’ needs and wants. Although, the madideteducation reform proposal has seemingly dekdrab

! Bu makale yazarin doktora tezinden Urefjtimi
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"‘.H.‘?
Dumlupinar Universitesi Sosyal Bilimler Dergisi — @iyl 37 — Temmuz 2013

characteristics, it is difficult to obtain credib&vidence on whether these outcomes can be obtainpdactice
without a fundamental restructuring of the educatdyystem. Fortunately, we do not need a restrugjuof the
Turkish primary education or any other educatiostesy to see the outcomes of school voucher prapoSakch
restructuring took place elsewhere. Carefully ingeging the voucher proposals and their applicationdifferent
countries can provide credible evidence to setorgse expectations on what school vouchers carewaehin
different contexts. Significant experimentation lwgchool vouchers has already taken place in maoytdes
including England, Australia, New Zealand, and CKiolf and Macedo, 2004; Plank and Sykes, 2003;dLacd
Fiske, 2001

Chile underwent sweeping reforms in education in 0198nd witnessed the most drastic and thorough
implementation of a school voucher system. The ¢&iabgovernment decentralized the administratiosaobiools
and began to provide school vouchers to all pudoiid most private schools. The school voucher systasnishaped
by a group of University of Chicago educated Chileaonomists who applied Friedman’s school vouchan pl
(1962) to transform the public K-12 education inlI€hAs a result, the Chilean universal school vouslystem has
become the most extreme and mature market reforpulitic education. The lump-sum voucher set ataadsrd
amount (flat rate) that follows a student to a sthand the fact that such school vouchers canskd anywhere in
the country resulting in the ability of parentscttoose schools without district boundaries makevtheher system
in Chile closest yet to the ideal voucher systenppsed by Friedman (1962). However, the originaigiesf the
school voucher system did interact with the scamal political realities of Chile in the past few dédes, and affected
how the competitive effects of this market-like teys worked in practice. The aim of this articldasintroduce the
reader to this prime example of a universal scloboice system, the Chilean universal school vousfistem, and
highlight the significant features of the systemattimteracted with other reforms and contextuaidiecso as to create
its own unique characteristics despite the systémitial rules that mimicked text-book descriptiapfsan educational

1 8 8 voucher system.

This article begins with explaining the birth oétechool voucher proposal, and its applicatiométiroader context
of social reform of the era. It discusses regiatedentralization, the design of the Chilean schoakchers and how
regional decentralization might have affected tbhosl voucher outcomes. Next, it investigates thkesr and

regulations governing public schools and privatecler schools. It also reviews the literature dne@ment in the
Chilean school voucher system, which is directlidith to the argument that school competition in acher system
should improve educational outcomes. Last, theoles$rom the Chilean case are discussed with emploas@ow

practice in policy reform in this case departedifdhe initial reform design and the overall systeide effects of

the universal school voucher system.

THE EMERGENCE OF SCHOOL VOUCHERS IN CHILE

Before the coup d'état of 1973, the Chilean educatystem was the most developed in Latin Ameridzims of its

coverage and literacy rates (Castafieda, 1992). Tihistly of Education was responsible for administgrpublic

schools. Half of the remaining private schools wdministered by the Catholic Church. The private stshaere

also receiving subsidies from the government, witotiered almost 30% of their costs (Espinola, 1988}his

centralized system of education, the teacher uwammstrong and the teaching profession had higlalsstatus. With
the coup d'état (1973) the centralized nature dfipieducation and the privileges enjoyed by thel€zim teachers
came under attack. But it was not until 1980 thatdtiack had a coherent ideology.

The neo-liberal ideological wave that swept thefal®wing the election of Ronald Reagan, and GreatiaBrj under
the Thatcher administration, became an all-pengfiamework of ideas in Chile with the military regg (1973-
1990). The junta of generals and admirals thatesef@ower in 1973 lacked a definite government ptoj€heir
national security doctrine could not provide theithva vision for a new regime. The Chicago Schodtecbnomics
and its Chilean students who later became Ministader the military regime supplied Pinochet wittegolutionary
project whereby political discourse of the Chileamacratic culture was replaced by an ideology tiraposed
economic and market solutions for practically abiidgems in society.

The neo-liberal revolution in Chile had two phasdsady differentiated by the economic crisis of 298
(Oppenheimer, 2007; Valdes, 1995). The naive pbb€ailean neo-liberalism created reforms withoyp@gition or
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criticism and witnessed a quick application of nearkeform without much attention to social adjustineosts. A
group of University of Chicago educated economistsupied all the main state economic pdsthie same group
built social networks between the public sector &tdle’s main centers of financial and industriaieo, and
participated in an active press and television @igmto spread the messages of neo-liberal ecosdnihis initial
core of economic ministers and advisors devisedagpplied a wide range of neo-liberal reforms in ynaectors
traditionally considered public such as educationd &ealth-care. The second phase of reforms fotowe
economic crisis of 1982. This era was marked bydeyearture of the “Chicago Boys” (Valdes, 1995; FpxE983)
from office who were replaced by a second genaraifcChicago-educated economists. This period r@m f£983 to
1989 and witnessed state-led corrections to theany, and further privatization (Oppenheimer, 2007)

The hallmark of the first period of neo-liberal ash movement is the so-called “seven modernizatiohs

September 1979 General Pinochet announced thatdhaeached some of the goals of national recortgirnyche

government would now become a government of natiorernization. The “seven-modernizations” refdrte

drastic changes in seven areas: labor policy, ssaaurity, education, health-care, regional deedimtition,

agriculture, and justice (Foxley, 1983). The inteshdiirection of economic reforms were then to daedine public

institutions, leave as many of these activitiep@ssible to the private sector, and let marketgpei\decision making
dominate the economic arena. Hence, these refeomght to create a private market for educatiomjtheand

housing services where the government would onbratee the provision of free minimum serviceshi® tery

poor.

The allocation of public funds for these servicesuld be very centralized, and the public instim$ialistributing
them at the local level would be directly dependemtthe president. So, economic decentralizatiah political
centralization would go hand in hand. Then newlfjpered 1980 constitution helps better explain giifange mix of

political centralization and local decentralizatiBiblioteca del Congreso Nacional, 1980). The newstitution 1 89

defined the nature of the political institutionstloé new regime, but it would not be applicablélurihe years after it
was approved. Meanwhile transitory emergency reguis would prevail, which meant extreme political
centralization. Hence, although the institutioripudated in the constitution were mostly created@acordance with
neo-liberal thinking on local autonomy and markeform their governance became very centralized i
emergency regulations.

One of the seven modernizations, regional decérdtain, has affected the shape of “modernizationstnany
public services including education. So, a disarssif the nature of regional decentralization i®ider here. First
of all, as mentioned above political centralizatisas embedded in regional decentralization. Théajalivided the
country into 13 regions and the regions into proggand more than 300 municipalities. At each |ehel president
appointed governors and mayors from the militaryriby the 1970s, the Ministry of Education, simitarother
ministries, deferred some powersS3ecretario Regional Ministeriabr Regional Ministry Secretariats (SEREMIs),
which were charged with administrative and superyisiuties formerly performed by the central minisDespite
the apparent move toward decentralization, theegystften functioned as a military chain of commasrganized to
implement central government directives (Parry,7lewart and Ranis, 1994). Mayors of municipaiti@uld not
be elected democratically until 1992, and thereewer elected bodies. As a result, regional dedetimn did not
mean sharing power with the local constituencyrhtiter organizing the military rule locally.

Another feature of the regional decentralizatiorthis difference in wealth between municipalitieatthffected the
resources these municipalities could bring to tfevipion of the newly decentralized public servicése policy of
regional decentralization targeted mainly SantidgoGreater Santiago, the policy of Pinochet furteeacerbated
the resource problem by doubling the number of kipalities in the area and creating more segregaiads within
the Metropolitan Region of Santiago. According te tirban planPlan Reguladarthe boundary lines between
townships were drawn to make the municipal systemnenefficient by creating greater homogeneity wittowns
(MINVU, 1998). In the mean time, the government emodok a massive relocation of “pobladores”, orkirg class
people, out of well-to-do townshif¥sAs a result of relocations and the boundariesesfly created municipalities,
per capita income differences among municipaljiesked.

State funding further reinforced differences amwgns. Revenues such as business taxes that formentyto the
central government and later redistributed now reethin the municipality. The sudden inflow of mgrte already
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wealthy municipalities with large tax bases redllii®@ an increase in the range and quality of sesvin wealthy
towns whereas poor towns could not even providebtimc services to its citizens (Oppenheimer, 2@ man,
1994). In fact, one of the first consequences gforal decentralization was the firing of thousamdspeople
working in public services, including teachers hesga many municipalities were too poor to provide tasic
municipal services (Oppenheimer, 2007).

It is against this background of political centzation, local decentralization and urban segregatirough
sometimes forced relocation that all the other “eradzations”, including modernization in educatitopk place. In
the domain of education policy “modernization” meél) decentralizing the management of public sth&om the
Central Ministry of Education to municipal levelsgdvernment, (2) opening the way for private opmsato create
schools to compete with public schools, (3) creptimationwide voucher system that pays equal ataquer child
to both public and public and private schools, éhdcreating a testing system to provide informatan school
performance that will enable parents to choose afigey send their children (McMeeken, 2004; Delgna®00;
Gauri, 1998; Parry, 1997).

While local governments would have jurisdiction og&ff management at public schools and the tightire and
dismiss teachers and administer educational fasilitthe Ministry of Education would maintain reafoiry,
pedagogical, and surveillance functions (Cox andzalms, 1998). In 1980, with the issuance of ther&e8,476,
the government started directly subsidizing publid private schools based on monthly enrolmentifin 1993:
144). Consequently, both Catholic and for-profit rdigious private schools began to receive voucimeasidition to
the public schools. With the same decree, schoitdibgs and land were signed over to municipal oan{Gauri
,1998; Parry, 1997). All schools were transferredrunicipalities by 1987 (Jofré, 1988). MoreovBistema de
Medicion de la Calidad de la Educaci¢8IMCE), System for Measuring the Quality of Ediima, was instituted.
SIMCE serves as a standardized test of school-&héevement in mathematics, language, and sciantand &
grades of the primary school and tH8y&ar of high school. In brief, the reforms in eattimn targeted mainly school
governance and finance, and supplied the choidersywith a testing tool to compare schools. Beloarisn-depth
discussion of reform in school governance and thehers.

DECENTRALIZATION AND THE UNIVERSAL SCHOOL VOUCHER SYSTEM

In 1980 the military government transferred resjdlity for public school management from the Mitmis of
Education to local municipalities. The Law of Muipial Revenues of 1979 served as the legal found#iotthe
transfer of schools to municipalities. The law tegaa centrally mandated system of municipal edmecaMunicipal
mayors, oralcaldes most of whom were military officers, were ordetedassume control of educational services
(Gauri 1998). After return to democracy mayors Inetgabe publicly elected in 1992.

Once transferred to municipalities, public schosése placed under the control of one of two kinfi;stitutions.
Most of the schools chose to manage their schoittsDepartmento de Administracion de la Education Migak

or Department of Municipal Education AdministratigpAEM). DAEMs are educational departments within
municipalities, which exist under the larger umlaraf the municipal bureaucracy and are governednbwicipal
rules. They do not have a constitutional standiregice, they are politically weak and dependenttbaranunicipal
units. DAEMs hire teachers for public schools, compith ministerial provincial directorates’ requssfor
information and propose the municipal teaching @mrdents (Gaury, 1998). DAEMs do not manage resounces
make financial decisions. The division of admirastbn and finance within each municipality receiaes distributes
the vouchers to schools.

The second type of institution is called “CorporatioCorporations are non-profit organizations theg not subject
to direct mayoral control. Their operations are egaity subject to fewer regulations. In contrastY@EMs, the

corporation head is not required to be a teachdrcamporation employees are not subjected to mpaiaiules

regarding the hiring and remuneration of municigalployees. The share of enroliment in corporat@hosls at the
K-12 level has always been very low.

The decentralized system of school governance éeer ibeen similar to a local governance schemeaekblyeschool
administration can receive first hand informatigonf the school environment and react to the demahdbhe
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receivers of the service and the immediate commuhistead, public schools remained in the hands winicipal
bureaucracy with multiple layers each having aedéht function. Moreover, the decentralized systgnschool
governance affected the extra resources that capdre on education in different municipalitiesciRmunicipalities
can add onto the voucher only for public schoots thiiey may build school facilities.

In addition to administrative decentralization, tievernment drastically altered school finance. @aregulation of
the K-12 education system in Chile was modeled ditéton Friedman’'s (1962) proposal for school voech
Before 1980, public school finance was determinethkyneed to sustain the existing teachers anthtilgies. The
private schools were subsidized before 1980, bayt there charging tuition and receiving funds frotheo sources
such as the Catholic Church to cover their costsn@aand McEwan, 2003). After the reforms, the Miryisof
Education began disbursing monthly payments to oipalities based on a fixed voucher multiplied bg humber
of students enrolled in their schools; private sthaoeceived equivalent per student payments if thié not charge
tuition. According to Gonzales, Mizala and Romegisef2004: 2-3) classification Chilean vouchers avasidered
flat and lump-sum, because equal amount of perestudouchers are paid to schools automatically dbasetheir
monthly enroliment levels. As a result, paymentptblic and private schools began to fluctuate riopprtion to
student enrollments.

L.O.C.E. ey Organica Constitucional de Ensenanda. the Organic Constitutional Education Lawabished a

base voucher, which varied according to the lefreldaication and the location of the school. Chilleanspecifies a

factor by which the base voucher is adjusted faodestts at every grade level. Both public schoolsmivéte schools

that are deemed eligible to receive a voucher vedbie base voucher and the adjustments. Thevoaséer itself

can be considered a flat voucher. Selected mutiigsareceive “ad hoc” zone assignments to comatenfor high

poverty or isolation. Since 1987, schools withinatumunicipalities have received upward adjustmeBecause of

the economic crisis of the early 1980s, the deuljrdiopper prices in the 1980s, the real value®f/thucher declined
precipitously until the end of 1980s. It bouncedki the 1990s and continued to rise (Carnoy an&wémn, 2003; 1 9 1
Gauri, 1998). Private voucher schools may alsoibanted by contributions from parents (shared fiirag), a

practice instituted in 1996.

Currently, there are at least 22 monthly and yaaplyard adjustments to the base voucher based aretdgraphical
location of the school, the needs of teachers tegdh poor, rural areas, or in schools with cteldwith special
needs or from disadvantaged backgrounds (DepartandenEstudios y Desarrollo 2007). Despite thegesaents
the fact that parents can now add money onto theher if they wish to send their child to a tuiticimarging private
voucher school creates inequalities in choicesasegparental resources. Moreover, wealthy muniitigs can add
money onto the voucher for their public schoolsjoltcreates both inter-sectoral and inter-municipatjualities.
When these differences are taken into account $alesources vary based on the location and theoiseétthe
school; however, because most adjustments anddraree also based on the average number of studerolled
in the school the pressure to enroll and keep msim@ents continues to be a defining feature otthecation system.

The initial reforms looked like a text book apptioa of vouchers espoused by Friedman (1962).\elathers based
on monthly enroliment were accepted in most schaotsparents were, and still are, able to choogaetmool. After
the democratic government came to power in 1998 fdhm and function of Chile’s voucher system wengély
maintained although new policies were developeatidition to the existing ones such as the shaneahdiing system
of 1996. So, instead of changing the voucher sygBamcertaciona coalition of center-left political parties in i&h
has put special emphasis on instructional refomasiavestments.

Beginning in 1996, President Frei proposed a six-yefarm that included lengthening the school dgy8khours a
week, developing new curricula for these additiohalrs, conducting teacher training and provididglitonal
money for special innovative programs to be awamtea competitive basis. School day was lengthémédhours
in the Lagos government. Also, the democratic gowvemt gave priority to improving poor primary schothrough
direct resource investments. The 900 Schools PmgR900, was targeted at high poverty and lowedhg
schools (OECD, 2004). In 1992, The Program to Imerdhe Quality of Equity of Pre-Primary and Primary
Education (MECE) was initiated with World Bank finamg to improve all public schools with textbookibréries,
and infrastructure improvements. Later, Presidenth®lle Bachelet highlighted education in her campaand
promised programs to reduce educational inequsilitire June 2006, however, she faced massive giretdsts by
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public school students who demanded reform of tieC.E. (Ley Organica Constitucional de Ensenanizt)eopast
military regime, and similar current protests ercptrently in Chile.

DIFFERENCES BETWEEN SCHOOL SECTORS
Public schools and private voucher schools

Chile’s reforms encouraged a rapid growth in privetbool enroliment in the 1980s that was drivenabsapid
expansion of nonreligious and profit maximizing @ols. Hence, Chilean K-12 education has developegeth
sectors: public, private voucher and private noneber elite schools. Fee-paying private schools;chvhave always
existed, do not compete with public schools, ag fee is, on average, about five times the pedestt subsidy. On
the other hand, the voucher plan created a massdistribution of enrollment across private vouchad public
schools. At the beginning of the 1980s, around 1&f %udents were enrolled in private voucher sthaad almost
80 % in public schools. During the return to deraggrin 1990, the same figures became 32% and 58%98§,
around 33 % of enrollments were in private vouctarools. As of 2006, 44% of total enroliment wareprivate
voucher schools, whereas 49.7 % of the studente werolled in public schools (Departamento de Estug
Desarrollo, 2007; OECD 2004). In 2012, a majoritykei2 students, 52.9% of them, is in private vouchehools
(Departamento de Estudios y Desarrollo, 2012).

In addition to Catholic schools, many for profit yaie schools joined the voucher program. For-pnafucher
schools best fit the description of educationaVvatization proponents (e.g. Chubb, 2001). They aofitpdriven,
targeting large numbers of students in order toimie profits from Chile’s per-pupil voucher formul@hey are
often controlled by a group of off-site owners,siobme cases with private shareholders, and oftea ties to other
industries, which permits them access to a greatetber of potential customers and investors (Elac@ontreras,

1 9 2 and Salazar, 2008). Private voucher schools wigselcharacteristics are more likely to recruit eatdin a higher
portion of less expensive to educate students tamize their profits. McEwan and Carnoy (2000) regbat for-
profit schools account for 21 % of primary schootaments, whereas 10% of primary enrollmentsni<atholic
voucher schools. Using tax status to classify pesghools, Elacqua (2005) finds that 70% of peathools is for-
profit.

Non-profit voucher schools, including CathdficProtestanf’ and secular organizatiofisare more likely to be
characterized by a mission that targets disadvadtagidentsThese schools, which are subsidized by the Church or
local businesses, often have access to donatdiidacand teachers willing to work for below-matlsalaries, and
thus are able to provide a range of services taddentaged students whose costs exceed the vo(Elaegua,
Contreras, and Salazar 2008).

The students who enroll in each type of schooldifferent in many respects. Those attending privete-voucher
schools come from families that have much higheoiimes on average, and are headed by parents \bishastially

more schooling. The average father of a studeatpnivate non-voucher school has at least somegmkducation,
which is not true of any other school type. Diffeces among students from public and private vousbleools are
somewhat less pronounced. Nonetheless, the fanufiessudents from private voucher schools are sefilhigher

socioeconomic status than public school familiesrasvn in Tables 1 and*2.
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Table 1: Classification of Schools into Socioecorm@ioups for # Grade Students Taking the SIMCE Language
and Mathematics Tests.

SCHOOL'’s YEARS OF EDUCATION HOUSEHOLD THE

SOCIO- MOTHER FATHER INCOME VULNERABILITY
ECONOMIC INDEX (IVE)*
GROUP MOTHER

LOW Less than 9 Less than 9 $0 - $134.000 60,01dmsore
LOW-MIDDLE 9-10 9-10 $134.001 - $215.000 37,51%0%
MIDDLE 11-12 11-12 $215.001 - $375.000 20,013%7;5%
MIDDLE-HIGH 13-14 13-15 $375.001 - $800.000 | 0,01% - 20%
HIGH More than 14 More than 15 $800.001 and more 0

* |VE stands for the percentage of vulnerable stid in the school. It refers to the percentagstoflents
benefiting from the National School Aid and Schshaps Program (JUNEAB) in each school.

Source:Departamento de Estudios y Desarrollo, 2007

Table 2: Distribution of Students and Schools a®shool Socioeconomic Status Groups and Sectods'fGrade

Students Taking the SIMCE Language and MathematstsT

SCHOOL's SOCIO-| ENROLLMENT SCHOOLS

ECONOMIC % % % Private | % Public % % Private

GROUP Public Private Non- Private Non-
Voucher | Voucher Voucher | Voucher

LOW 7% 2% 29% 9%

LOW-MIDDLE 24% 7% 22% 6%

MIDDLE 14% 21% 6% 12%

MIDDLE-HIGH 1% 15% 0% 1% 9% 1%

HIGH 1% 6% 1% 5%

NATIONAL 47% 46% 7% 58% 37% 5%

Source:Departamento de Estudios y Desarrollo, 2007

The differences are even more visible when we ktake share of vulnerable children in each scBector 32% of
total enrollment in private-voucher schools withaduition is composed of vulnerable students whetbassame
figure for private voucher schools with tuition 19.8%. The add-ons to the voucher seem to creathefu
segregation within the voucher school sector baseglarent resources. Inter-sectoral and socio-eoimndifferences
are also reflected in academic achievement. T&bkesd 4 show language and mathematics SIMCE scor#sand

8" graders across school sectors and school socimeto status (Unidad de Curriculum y Evaluacién 00
Average SIMCE scores across sectors for both larggaad mathematics show a private school advanittmeever,

when we look at each school’s socioeconomic stgtasp, public, private voucher, and private nonelar schools

perform best among low, middle, and high statusigsaespectively.

Table 3: Distribution of SIMCE Language and MathaeosaTest Scores across School Socioeconomic SErtugys

and Sectors for'dGrade Students

SOCIO- LANGUAGE MATHEMATICS

ECONOMIC % Public | % Private | % Private % Public % Private % Private

GROUP Voucher Non- Voucher Non-
Voucher Voucher

LOW (+)239 230 - (+)224 210 -

LOW-MIDDLE 236 240 - 225 229 -

MIDDLE 248 (+)258 - 240 (+)250 -

MIDDLE-HIGH 274 278 - 269 273 -

HIGH - 292 (+)300 - 291 (+)299

AVERAGE 241 261 299 231 254 298

(+) means that the average SIMCE score if highethfat school sector among schools with the saroils

group.
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Table 4: Distribution of SIMCE Language and Matlaios Test Scores across School Socioeconomic sStatu
Groups and Sectors fol"&rade Students

SOCIO-ECONOMIC | LANGUAGE MATHEMATICS
GROUP % % Private | % % Public % Privatg % Private
Public Voucher Private Voucher Non-

Non- Voucher
Voucher

LOW (+)233 225 - (+)234 224 -

LOW-MIDDLE 235 238 - 236 240 -

MIDDLE 246 (+)258 - 248 (+)260 -

MIDDLE-HIGH (+)292 277 - (+)299 281 -

HIGH - 299 301 - 308 (+)314

AVERAGE 241 260 299 242 263 312

social group.

(+) means that the average SIMCE score if highethfar school sector among schools with the sg

nme

Source:Departamento de Estudios y Desarrollo, 2007

In addition to class and sector differences, thde@hieducation has a sharp rural urban divide. @2l4% of the
total enrollment is in rural areas in Chile, butaluareas have 48.7 % of all schools in Tables 5@fidnidad de
Curriculum y Evaluacion, 2008). The difference i® do the high supply of public schools: 79.3% dfsahools in

rural areas is public. Because the density of thpuladion is low in rural areas the private schagbgy remained
limited. However, the number of schools neededitiress the needs of scattered families is high pabtic schools
address the needs of these families. This artmbeides on the Metropolitan Region of Santiago becadists

competitive urban context and population densighd®l choice policies including vouchers are ofpeaposed as
cures to the ills of inner-city public schools; benfocusing on the urban context is particulaggful. However, it
should be noted that the market-like school chaitangements are least likely to take root in ramadtexts where
the number of children is not high enough to attemweral private schools to the area. Hence ih swmeas, school
supply remains too low to induce competition.

Table 5: Distribution of Schools across Rural andddrAreas and School Sector

Geographic Area Public Private Voucher Private Npfiotal
Voucher
Urban 1.777 39,2% 2.328 51,3% 430 9,5% 4,535 51,3%
Rural 3.415 79,3% 876 20,3% 15 0,3% 4.306 48|7%
Total 5.192 58,7% 3.204 36,2% 445 5,0% 8.841 100%
Source: Unidad de Curriculum y Evaluacion, 2008
Table 6: Distribution of Enrollment across Rural &itban Areas and School Sector
Geographic | Public Private Voucher Private Non-Voucher Total
Area
Urban 827.593 44.0% 914.139 48,6% 137.393 7,3% 9112B 87,6%
Rural 205.436 77.2% 57.760 21,7% 2.781 1,0% 265.971 12,4%
Total 1.033.029 48,2% 971.899 45,3% 140.174 6,5% 45102 100%

Source: Unidad de Curriculum y Evaluacién, 2008

Rules and regulations governing public and private voucher schools

Public and private voucher schools in Chile difierniany respects: the standards they have to cowifty their

ability to hire and fire teachers, school finanaad admissions practices.

In order to understanether those
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differences parallel Chubb and Moe’s expectationprifate and democratic accountability and charaton of
public and private schools this article discuss d¢stéablishment and operation standards, rules agdlations
governing teacher’s employment, school’s financedources, and admissions policies first for thblipuschool
sector and then for the private voucher schoobsect

As explained above public schools are governed byicipalities through DAEMs and they receive thHeiancing
including vouchers from the division of administoat and finance within each municipality. Hencegithmany
functions are monitored and supported by diffefayers of the municipal bureaucracy. In additiora¢écountability
to DAEMSs, the public schools have to comply witlke tinistry of Education regulations.

The role of the Ministry is supposedly limited tee¢hnical-pedagogical issues”, with administratieft to

municipalities, or in the case of private schoatsthe school owners but the Ministry’'s technicaler gives it
discretionary power in setting the curriculum. Bessathe minimum curricular requirements are high $etwols can
propose its own curriculum. The Ministry enforctsrules on curriculum, infrastructure, and classiacapacity by
auditors from the ministerial provincial directaat(DIRPROVS) to check schools’ physical state, msése of
necessary documents, conformity with ministeriatrm® and enrollment records (Gauri, 1998: 26-27)esth
regulations apply both to public schools and pewathools.

There are other regulations, however, that applgtineo public school¥.Ministerial Decrees define the role of the
director, inspector, the pedagogical unit, the aistiative unit, teacher’s council, the parent agg@mn, and student
organization. Also the documents public schoolspamenitted to keep, grade scales, tests that shmutiministered
in certain intervals, and personnel ranks areralhgerated by the Ministry and enforced by the SEREMI

In addition to these regulations public schools@mestrained in their governance because of theliegaCode that
governs the hiring and firing of their teachers.tA¢ beginning of the education reform movemenrg, rtilitary 19 5
government dissolved the teachers’ union and fieeghers with anti-junta views (Parry, 1997). TeasHost their

status as civil servants, reverting to municipaltcacts (Gauri, 1998; Parry, 1997). In the mearetieachers became
municipal employees and instead of conforming te miationalEscala Unica de Remuneracion€khe Scale of
Renumerations), their wages and working conditioagevgoverned by the more flexibBodigo de TrabajqLabor

Law). As a result, teachers lost guaranteed jobrigcpaid vacations, standard wage scales, aci®®-Wweek, and the

right to collective bargaining.

With the return to democracy teachers began seékipgoved wages and working conditions. Negotiagibatween
the government and teachers resulted in the pasfage 1991Estatuto DocentéTeacher Code), which introduced
regulations to the public school teacher marketg&\#oors were set for teachers with various lewélexperience
and training; these minimum wages were legislabedhty in lockstep with the voucher’s value. Limits hiring and
firing of public teachers were also introduced.

Public school teachers could be hired as eithairéghor contracted teachers. Tenured teachers tedoe hired
through public contests in each municipality, aadese restrictions were placed on their firing a@assignment. If
they are fired from one school they have to bereehin the same township unless a serious criroerigmitted. The
Estatuto Docentenakes it unlawful for municipalities to dismisatbers on the grounds of a decline in enroliment,
or even to transfer a teacher to another schodl gri¢ater enrollment without her consent (Bibliotdeh Congreso
Nacional 1996)" Contracted teachers had fewer restrictions placeth@in hiring and firing but could account for
no more than 20% of a municipality’s teacher wamicé. The contracts of private school teachers stitgoverned

by theCodigo Trabajo(Labor Code), which permitted significantly morexibility in hiring and firing for private
voucher schools.

Although public and private voucher schools arehbeligible to receive the same per student voucheslthy

municipalities can add to the per student vouctransfer funds to schools in financial distressbaild school

facilities. However, they can not officially try t@duce their costs by “cream skimming’' easy tocatki students
because public schools are legally forbidden fraimiaistering admissions tests or selecting studempt®ther

means. However, most private voucher schools ajpfidymal interviews, and certain parents can bealisaged
from applying to the school during the interview.
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Unlike public schools, private voucher schools acd governed by DAEMs but by their governing boards
owners. In the first few years of the voucher paogs, setting up a private voucher school had \@myréquirements
such as holding a primary school degree; howewar, time complaints about lax standards somewltaeased the
requirements private voucher schools should comjily. For instance, in 1983, the Ministry authodzZBEREMIs
to inspect schools for safety and hygiene (Decr&83), and gave the provincial directorates theharitly to
establish the required teaching materials for esatiool (Decree 615/83). A decree passed in 1996 raljuires
private voucher schools to have at least 15% vabierstudents. Despite the increase in regulatitvesstandards
they are subjected to still do not go beyond whaieicessary for maintaining the infrastructureepkéor curriculum
as explained above.

The initial requirements to set up a private vouddahool are explained each year in tReldcational Subvention
Guidé published by the Ministry of Education (Departarteede Estudios y Desarrollo, 2007). The schoohétar,

el sostenadqgrwho is responsible from the operations of thegie voucher school is required to have secondary
education, and no serious criminal record. 51 %rdfate voucher schools belongs to individual ownéf the
sostenadois a legal person, similar rules apply to its mersbin order to be eligible for vouchers there@stmple
rules for the school (Departamento de Estudiosserello, 2007: 4-5):

1. The school should be officially recognized by tHeEREMI.

2. The school should have at least 15% vulnerablesstsdDecree 196/1996).

3. The regulations on the maximum and the minimum remalp students should be applied to class size
unless otherwise noted by the Ministry for pedagalgdr other reasons.

4. The school should have a full cycle of grades gaired by the level of education.

5. The school should have an internal regulation $yiegi the rights and duties of the school, students
and parents and what should be done in case ofomgi@nce. The internal regulation should be
communicated to the parents at the time of registraand amendments should be immediately sent to
parents. Only those sanctions and measures that tire internal regulation can be appli&d.

6. The school office have a publicly visible noticatstg the admissions rules and disciplinary measure
according to the law N°18.962 and to the Decreedfi4®98 of Subsidies.

7. No real or legal person can supply funds for thkost that violate registration rules except as
authorized by the laW. In the case of schools that implement processeselettion, the total and
conditions of the registration fee should not exicie limit set by the Ministry

8. The school should abide by the personnel contrantsJaws governing their payments.

In brief, private voucher schools should adoptritieimum requirements in curriculum, comply with theximum
class-size number, possess a complete cycle ofpyrior secondary education, charge no more thasriz! fees
deemed permissible, and pay the social securith@femployees. In 1986, a series of infrastructacgiirements
were imposed on private voucher schools becauakegfed abuses (Gauri,1998). The decrees thawfeticset exact
measurements on school infrastructure and equipmérith suddenly increased the costs of the sch@®sause
the adaptation period was short many schools cldsesh as a result. However, the 1986 requiremeastsia longer
enforced or rarely enforced. It is extremely rdratta school closes down because it does not cowiftlythese
requirements. Perhaps the only real scrutiny peivatucher schools are subjected to is their firnaudits.
Auditors from the DIRPROVs randomly check attendadeeuments because schools have an incentive te over
report their enrollment to receive more vouchesslufe to comply with proper account keeping rukesults in large
fines (Circular 606, MINEDUC).

Private voucher schools face no extra limitatiord@aling with the teachers compared to other peobecause
their contracts are governed by t@edigo Trabajoand not byEstatuto DocenteMost private voucher school
teachers are not in a union. The relative lackobf §ecurity resulted in the hire of relatively ipexienced young
teachers especially by the for-profit private voercechools. Some of these teachers had to worlwansthools
because the schools operated in a two-shift bdsise private voucher school teachers, public stheachers tend
to be more experienced, and work for the same $diaodonger periods of time (Departamento de Emtsid/
Desarrollo, 2006) because only public schools hatenure system. The fact that wealthy municigaitan add
funds to the voucher help their public schools @yphore experienced and better teachers.
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Private voucher schools’ main source of incoméésger student voucher. As mentioned above, theypol shared
financing, which began in 1996, contributed to thacome. 43% of all private voucher schools chatiggon,
however small (MINEDUC 2008). The tuition contribaris do not reach the level of wealthy municipaitie
contributions to their public school. However, @i voucher schools with religious affiliation ceeteive funds
from their religious organizations, and some vouckehools that belong to a network with privateéeechools
receive add-ons to the voucH¥rln addition, private voucher schools can use sttgelection tools such as exams,
but their criteria should not be based on socias<l In short, except the minimum standards byMhsstry of
Education the school owner has the authority iml@dlisions in a private voucher school. The sci®obt subjected
to the authority of DAEMSs. Setting up a schoolaslf easy. The owner basically needs to have h bidpool degree
and comply with building codes and space requirésjeand have a list of teachers. Gauri (1998) aagevidzo et
al. (1988), however, argue that compared to angropieriod of Chilean history the government monitorisate
schools more closely and frequently. Monitoring atehdardization may have increased in Chilean ¢iductor all
schools; but there is a clear difference betwedslipand private school governance, their suppléaiaesources
and their flexibility in the teacher labor markBtespite intra-sectoral differences especially far private voucher
school sector, the institutional arrangements alatv for private voucher schools seem to give tlieenincentive to
cater to their parents’ wishes more.

School sectors and standardized test scores

Given the enormous energy devoted to educatiofiaimein Chile, the fact that Chile scores badly itemational

tests, and that its own testing system SIMCE shavis glight improvements cause major disillusionmeith how

the educational system performs as a whole (OECD4)2Hsieh and Urquiola (2006) using differencemss

roughly 300 municipalities show that the first eff®f the school voucher program was increasedngpand not
improvements in test scores, as the “best” puldimsl| students switched to the private sector. @sast scores,

repetition rates, and grade for age as measurashiévement, they find no evidence that the lasgdiocation of 1 9 7
students from public to private schools improvedrage educational performance in Chile.

Most parents rely on reputation of the school ieirtischool choice decision, and in Chile reputai®simply a
function of the social class of a school’s studespulation. SIMCE results were not widely distrikiiteecause of
resistance from teachers, who feared it would sénteirpreted. Instead of social background of thdents and the
low level inputs to the school parents would blatine teachers (Gauri, 1998). Although the test stquablic
dissemination increased over time, parents may have time interpreting them because the SIMCE scdeenot
control for selection bias and do not provide vaddeed information per student. As a result, parermy use social
class as a shortcut to academic success, whidrrinréduces the pressure on private voucher schiodtaprove
their test scores. Instead, they can attract padeptenrolling and keeping students from relativieigher social
classes, hence, reducing their overall costs.

In fact, Carnoy and McEwan (2003) concluded thatgte voucher schools do not score higher than psihools.
Using Spanish and Mathematics achievement testcdéiescted by the Ministry of Education between Q@&d 1997
and background data on students they (McEwan, 20@Ewan and Carnoy, 2000) find that non-religiouivgtely
run voucher schools are marginally less effectivant public schools in producing Spanish and Matliema
achievement in the fourth and eighth grades afiatrolling for socioeconomic status. Nonreligious/ate voucher
schools are even less effective compared to psblhiools when they are located outside of the dapit&antiago.
McEwan and Carnoy (2000) argue that the differenag be due to the different resources in nonreligivoucher
schools such as the existence of a greater pegeemthteachers with short-term contracts. On theerohand,
Catholic voucher school students score higher thasligp school students controlling for SES differescand
selection bias.

Although they produce somewhat lower test scoresraebgious private voucher schools cost about 1836 than
public schools. The differences in costs may betduggulations imposed on municipal schools butaroprivate
voucher schools. These include higher public-sestages for teachers and other personnel and lddc{sector
flexibility in managing infrastructure investment€atholic schools produce somewhat equal test sdmrethey are
equally cost-effective controlling for test-scorasdent social class, and school location. McEwad Carnoy
(2000) argue that Catholic schools spend more imlatesterms compared to public schools, therebylpeing
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greater achievement, even though their cost effetiss is similar to that of public schools. Thisp argue that
thanks to vouchers and public school response dmased competition, the average scores of pupilsublic
schools may have increased by 1990 to the pointevhablic school effectiveness achieved parity vptivate
schools.

Also, McEwan and Carnoy (1999) find that the effgicprivate voucher school competition on test ssdsepositive
in the metropolitan region of Santiago, though natigeso, accounting for a roughly .2 standard déweincrease in
test scores over 15 years. Outside the metropaiéigion competition has small negative effects. [Ho& of or the
minimal size of competitive effects may have twasens. First, some public schools may lack thegromentive
to compete, in spite of declining enrollment anderaies. Gauri (1998) explains that some municipalifaced
“soft” budget constraints during the 1980s. Whenaher revenues declined, these national governnhaitged the
national government for extra budget allotmentstead of improving quality. Second, some publicosth may not
possess the means to improve quality, even givepeprincentives because they may simply lack thanftial,
administrative, or pedagogical resources that acessary to raise achievement.

CONCLUSIONS

The universal school voucher system in Chile was efeat after Milton Friedman’s (1962) proposal fohsal
vouchers. Hence, its design is very close to héa iof creating a market for schools. The voucherdlat and can be
spent in public or private schools, including rigigs private schools. Parents can enroll in angaktand all parents
have to make a school choice decision. With theeshfinancing scheme introduced in 1996, parenisacld money
onto the voucher. Moreover, As Friedman would haneglicted a host of new schools have entered th2 Kxarket.
The growth in the private voucher sector was dritsgnfor-profit voucher schools. The criteria foigdbility to
receive a voucher for private schools are nottstric

These main features of the existing system seefit lsziedman’s (1962) description of a school voerclsystem.
However, there have been other developments tli@ttefi how schools are financed and governed sacthea
military regime’s urban policy. That policy createdgregated zones within metropolitan areas aneased the
resource gap among municipalities. Combined with deeentralizing features in the education reforohosl
finance became more local than ever for public stshim Chile. Public school resources came to vagpaling to
municipal transfers in addition to school enrollmemd the fact that such transfers apply onlyublis schools skew
the playing field considerably in favor of publich®ols. As a result, it is extremely rare that aljguschool closes
down for financial distress. However, such disctesthave happened in the private voucher schotirsespecially
in the mid 1980s (Gauri, 1998).

Also, the local control of public schools typicdlsthool voucher proposals is not the municipailizabbserved in
Chile. The military regime’s application of decefitration created another layer of local control the junta of
generals. As a result, it was not geared towarttingdirst hand information on what students amademts need and
want and making changes accordingly. The mayord tla high-ranking personnel of the military emg@dyin the
DAEMs had very little information on governing sct® With the return to democracy, mayors have beco
publicly elected. Public election of the mayor ofmanicipality should increase her sensitivity t@dbeducational
needs; however, election zones are smaller tharrentie vouchers can be spent, basically everywhrerthe
country. It is because most public school studgat® schools in their township that the wealthynmoipalities have
an incentive to transfer extra resources to schatier in funds, or as school facilities.

Aside from the effect of decentralization on theafices of public schools in wealthy municipalitif®e main
structure of the initial design is still in plaage Chile. Flat vouchers, with many but minor adjusiteeaccepted in
public and private schools everywhere, and almoes £ntry into the private voucher school markekenthe
Chilean system very close to what Friedman prestrile the 1960s. However, Friedman himself left the
consequences of having both public and privateasha a voucher system open. As the Chilean casessince
the school voucher reform is applied, the sectdifférences become more visible. In order to urtdexs how the
voucher school system performs as a whole, we teeedderstand the environment surrounding the diffetypes
of schools.
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Chubb and Moe (1990) characterize public and prisek®ols as institutions with different constituescoperating
in different environments. Public schools are actable to many constituencies and the bureaucr#tigegulate
them. As a result, they have less autonomy, ang dhe less likely to prioritize their most immediatonstituency,
the parents. On the other hand, private schoolawmomous and because their survival dependseoparents they
serve they are more attuned to their needs. Thewesf the governance of Chilean public and privsieools show
that public and private voucher schools are somesihdlar to the ideal types described by Chubb lstoe (1990).
Public schools are governed by DAEMs which are mipal organizations, yet they are also subject toidterial
regulations due to several government decrees anaédn in public schools. As a result, they arébedded in
municipal and national bureaucracies. On the dtlaed, private voucher schools are relatively autwogs. Their
owner or the governing board is responsible froematiministration of the school. The schools haveotoply with
the minimum standards set by the Ministry in healtd safety, infrastructure, and account keepltigt seems the
only exception is the curriculum standard, whicltamsidered too high by most schools. Moreover, igipalities
help their public schools, if they can, by increasiheir vouchers or by building facilities. Althglu private voucher
schools may charge tuition, this extra-income fiatés according to enrollment whereas the far highta-funds
given by wealthy municipalities to public schodfsedd public schools from enrollment pressures.

The similarities to Chubb and Moe’s (1990) accounpublic and private schools having different aat@ibility

structures seem to have increased after the ragutemocracy. Although the military government vdpmut teacher

unions, and subjected teacher contracts to therL@bde in the 1980s, with the return to democraachers in

public schools once again strengthened their johirity with the new Teacher Code. Even if a pubtibool loses

students and faces financial distress, the tenalieigs for teachers protect them from gettingdir&@here is no

similar protection for private voucher school tearsh Their employment is governed by the Labor Caddch

makes hiring and firing teachers considerable ea&ia result, teacher’'s employment is linkedhte survival of the

private voucher school, which runs on per studenthers. 1 9 9

In short, although the main features of the schoakher system and how public and private vouctieoals operate
parallel assumptions of the school voucher propasathe literature, one should pay attention tetextual changes
in the system, especially in school finance, whighy mediate the effect of vouchers on school oussorRirst, with
the urban decentralization in the Chilean contédn,resource differences between municipalities seeaffect the
degree to which public schools are exposed to kneok threats. Second, the shared financing scheeses an
extra source of revenue for tuition charging pevabucher schools, and 43% of all voucher schddINEDUC,
2008) charge additional tuition. Although smallesk tuitions may change the status of these schotie eyes of
the parents. The tuition payment is directly magéhe parents unlike the voucher, which automdtidallows the
child to the school. Hence, empirical studies stiaadcount for municipal wealth and tuition for @& voucher
schools. Third, employment of teachers is goverbgdwo different laws. School voucher outcomes $thdae
interpreted with an eye on these two different imise sets for teachers, one with a tenure systedhthe other
without it.

Another set of impacts involves academic qualitykii2 education. One educational outcome linkedschool

vouchers is improved test scores. However, impraestl scores do not directly follow from the markeddel of

education, which promises efficiency, i.e. reducedts for the same level of educational output disodefined.

Despite the fact that improved test scores is rugtrdaral feature of the idea of having a marketsfdrools, previous
research has focused on whether the universal bclooagher system delivered higher test scores. idsudsed
above, McEwan and Carnoy (1999) show that contlfor student level confounding effects the privatdool

advantage in standardized test scores diminishies, Msieh and Urquiola (2006) showed that the nmostediate

impact of school vouchers has been parental sob@sgd on socio-economic status and not improwsgdcores.
Moreover, stagnating or marginally improving scoreternational tests have been a cause of carfoerChileans
since the inception of the universal school voudystem. Hence, the evidence has so far showrihtbatniversal
school vouchers could not produce higher test s¢are an organizationally effective private scheettor that
improves test scores controlling for parental deraphics.

The relative high satisfaction of private vouchel@l parents compared to public school parents emplain why
after the transition to democracy Chilean governséiatve kept the basic structure of the univergdabacvoucher
system of the military regime despite stagnatirsg seores. The democratic governments of Chile rohdages in
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regulations governing hiring and firing of teachiershe public school sector in the 1990s, butdhee governments
did not alter the rules of the game for private aluer schools. Despite recurring legal proposalstiact control of
private voucher schools, the changes in the lawgming educational institutions at the K-12 lekept the for-
profit status and autonomy of private voucher sthoo

From the perspective of academic achievement, tdi®lisy of the universal school choice policy Hascome more
of a curse than a blessing. The finding (Erisefi82Qhat private voucher school parents’ satisfexcts driven by
non-academic considerations suggest that paremedsgres can not be counted on to improve academic
achievement. If parents and schools care more aomidl class than academic achievement, andyfdhe satisfied
with their schools, educational reform proposat #im to improve academic achievement by altettigstructure
of the existing school voucher system may not finsroad constituency supportive of change. If gdarumber of
parents were unhappy with their schools it woulcebsier to address the problem of stagnating ¢eses in Chile
by new educational reform movements. In the long, however, democratic politics of education caso ajive
parents and students in low income schools, whiehmaostly public schools, a political voice. Thepyrdemand
more educational equality and create a countengpfbirce against private voucher school parents pvbter to keep
the current system as it is.
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"In fact, market reform ideas began to take shapeginning of the 1950s in the publications of Emmic
Commission for Latin America of the United Natioasd in collaborations between University of Chicago
Department of Economics and Universidad Catolicghile.

" As part of a contract between the University ofd@agb, the Universidad Catolica de Chile, and thenatéonal
Cooperation Administration (later Agency for Intetinaal Development), which fostered the study afreamics in
Chile, a group of twenty six Chilean economists weamed in Chicago. Some of them were hired aspfidfessors
upon their return to Chile by Universidad Catolidaene they completely transformed the economicsrtiapat
with the help of their professors at Chicago. Hehbgyersidad Catolica’s “Chilean Project” supplié thuman
capital needed by the military government to createw regime and became the ideological hub fostrial
reforms that followed.

" Similar1980 television series “Free to Choose” kiftdh Friedman was broadcast in the US by Public
Broadcasting Corporation. The series was update896 tvith introductions by figures like Arnold Schwenegger
and Ronald Reagan.
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V Urban policy created a large number of peopleedaijuests” forced to live with relatives or friendut of 12
million Chileans in the late 1980s about 2.5 milliware guests (Clert and Wodon, 2001).

¥ Local mayoral elections and universal school veustthat can be spent in any municipality woulditze
dilemma for mayors if parents tended to choosedstacross municipalities. Better service provisiauld
increase the demand from parents living outsidertheicipality for the municipal schools. Becausegtms of
mayors are local and out of municipality parentsncd vote in local elections, mayors would haveréased
political pressure to improve the municipality’$isols. However, wealthy municipalities still tramiséxtra-funds to
their schools. The existence of such transfersinwigate that parents tend to choose schools iniiicipalities.
Hence, urban segregation and geographically ckterhool choice sets of parents may still makeethr@nsfers
electorally useful for mayors.

"' The “shared financing” law in Chile allows privateucher schools and public high schools to chfegs that can
be up to 1.6 times the basic voucher payment. Distsato vouchers are applied progressively. If miyrtuition is
less than half the level of thénidad de Subvencion EscoldtJSE), no discount is applied. Tuition fees betweae
half and one USE incur a 10% deduction. Fees batwae and two USE incur a 20% deduction. Fee chargi
schools must also devote up to 10% of their addifilncome to finance scholarships. The USE isiibaetary
index, valued at $14.206,936 Chilean pesos (US9 29 207.

V” Branches of the Catholic Church include religiousosdparishes, archdiocese, and religious founmkatio

Y Protestant church schools include Methodist, Ba@isventh-Day Adventist, Anglican, Lutheran, Pygshan
churches.

X Most of the secular nonprofit schools are branatiésundations that were created for other spetifsks, such as
the Aid Corporation for Children with Cancer. Somerfdations were created by community developmentpgo
such as the Rural Social Development Corporation.

* The figures presented in Tables 1 and 2 are dlaitaly for the 2007 examinations. The MinistryEafucation in
Chile determines the socio-economic status of sshwaded on the information collected with the adstration of
SIMCE tests, based on -among other things- parenegs. SIMCE test are administered in all schoo&and &'
grades of the primary school and tif#& grade of high school. Hence the Tables 1 and @& smoollment and the
number of schools across socioeconomic categangsehool sectors based on 2007 SIMCE tests of égyegand
mathematics for3graders.

¥ Rules on the selection of school names and catorschool uniforms apply to both sectors, publid arivate
vouchers.

X Seehttp://www.seremil3minvu.clor different Decrees and Laws applied by the djgdlitan Region of Santiago
SEREMI.

* Seehttp://subvenciones.mineduc.cl/seccion/documentd®2040416132811094.pftfr theEstatuto Docente
¥ The 8" requirement entry continues with the internal iitary measures. See
http://w3app.mineduc.cl/mineduc/ded/documentos/@2@Subvenciones%202007.pdf

*In 2007, the maximum contribution at the time egistration was 3,500 Chilean Pesos. The contdbutan be
paid monthly. Also, Parents Association can chamygributions up to 16,000 Chilean pesos, whichlmpaid in
installments.

xvi In 2007, such schools were allowed to chardectien fees up to 3,500 Chilean Pesos.

xvii The information is based on an interview wishegory Elacqua, former advisor to the Chilean bt of
Education, dated February 20, 2008.

xviii However, one should also note that religigusffiliated private voucher schools may have theapective
religious bureaucracy.




