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Introduction

Education is perceived as one of the main 
engines of development and growth.

Many development policies are targeted 
towards education. 

… and yet many challenges are still open on 
many fronts.



Introduction
Where do we stand?
What type of policies where?

Demand policies (Scholarships, Conditional transfers)

Supply policies (School building programmes, teacher 
attendance, books etc.)

We cannot talk about ‘education policies’ that fit any situation 
and context

Different levels of development require different policies.
Many issues are country or region specific.



Where do we stand?

Coverage 
Very poor regions
Middle income regions

Quality of education



Coverage
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Quality of education: some indicators



What are the returns to education?

The relevant returns are context dependent.

In very poor countries the relevant margin is:
Literacy and the return to primary education

In middle income countries the relevant margin is:

Return to secondary education
Return to tertiary education

However, even in Middle income countries there are important 
urban/rural differences.



Evidence on the return to education:
an example from LAC

Table 1*: Difference in log hourly real wages.

Year 1987 2002 Growth

BRAZIL

Higher vs. 
Intermediate 0.828 1.002 21%
Intermediate vs. 
Basic 0.926 0.627 -32%



Evidence on the return to education:
an example from LAC

Table 1*: Difference in log hourly real wages.

COLOMBIA**

Higher 
vs. Intermediate 0.899 1.092 21%

Intermediate vs. Basic 0.484 0.429 -11%



Evidence on the return to education:
an example from LAC

Table 1*: Difference in log hourly real wages.

MEXICO

Higher vs. Intermediate 0.375 0.646 72%

Intermediate vs. Basic 0.451 0.384 -15%



Changes in the Returns
The structure of returns has been changing

The returns to Higher Education have been 
increasing to unprecedented levels

Returns to Secondary education have been declining 
(Brazil)

Participation in Higher education is not increasing 
fast enough.



Documenting the changes in returns: 
LAC

Figure 1: Mean log hourly real wages by education, Brazil.
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Documenting the changes in returns: 
LAC

Figure 2: Mean log hourly real wages by education, Colombia.
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Documenting the changes in returns: 
LAC

Figure 3: Mean log hourly real wages by education, Mexico.
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What policies

What are the imperfections that need to be 
fixed? 

Credit markets and liquidity constraints.

Information and imperfect altruism.



How to Structure Policies
Start by focusing on the early years

Importance of early years for child development.

Early Nutrition and Stimulation seems to be key

Big challenges even in middle income countries (Mexico, 
Colombia).

Issues:
Delivery
Interaction with other issues (obesity, female labour force 
participation)



How to Structure Policies

An Interesting example in Colombia:

Hogares Communitarios

Child Minders Offer Child Care and deliver extra 
nutrition from government subsidies

Effects on Height (health)
Effects on Female Labour Supply
Long term effects?



How to Structure Policies

Literacy

Primary and Secondary School Participation



How to Structure Policies
One of the most popular policies for education have 
been Conditional Cash Transfers (CCTs)

They offer a subsidy to families for sending their 
children to school

They tend to target Primary and secondary school 
children

They also sometime attempt try to address early 
interventions (PROGRESA)



Policies: Conditional Cash Transfers

They can be motivated by: 

liquidity constraints and targeting.
We cannot know who is liquidity constrained so we provide 
funds conditional on showing that the child will go to school

Parents bare the cost of education and children obtain the 
benefits. With less than “perfectly dynastic” households 
parents will hold back on education. The CCT counteracts 
this.

Providing a signal for the value of education if families do not
perceive such value.

The value of education is not recognised by families so we 
distort prices now to provide the right signal



Policies: Conditional Cash Transfers

Are CCTs always suitable?

Generally, they have offered an important way forward in 
properly targeting benefits and encouraging schooling

At the household level one can imagine situations where 
poverty is so deep that education is not the first priority. 

Their success depends on good existing infrastructure

Quality of education offered is very important: If enrolment 
goes up what do they learn at school?

In middle income countries tertiary education is also very 
important.

(especially in urban areas) 



Policies: supply interventions
Schools and infrastructure

Effects of School building programmes

Quality of schooling
Very little evidence
This can be key for explaining some phenomena, 
including the low returns for those who do not go on to 
Higher Education

Incentives mechanisms (vouchers, performance 
rewards) 
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