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Abstract

This paper examines a number of education-related aspects of

Venezuela's labor market in the 1975-84 period using a sample of 40,000

workers from the National Household Survey. The findings indicate that the

returns to schooling have declined by ornly 2 percentage points in a decade

of rapid educational expansion. Also, the returns to education estimated

on the basis of earnings of those in the competitive sectors of the economy

(private sector employees and the self-employed) are of the same order of

magnitude as those estimated on the basis of all wage earners in the

economy. And the over-time change in income inequality is consistent with

the beneficial distributive aspect of eaucational expansion: the increased

supply of more educated persons contributed to the narrowing of earnings

differentials and hence to a more equitaLble distribution of income during

the period under investigation.
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I. Introduction

Venezuela has been conspicuously absent from the growing

collection of studies that have recently analyzed LDC labor markets within

a human capital framework. The last published returns to investment in

education for Venezuela date back to 1957, and they were computed on a very

limited data set (Shoup, 1959).

This paper examines some education-related aspects of Venezuela's

labor market in the 1975-84 period. This period has been one of great

contrasts. Following the 1974 oil shock, Venezuela went from a state of

apparent wealth to one of near financial disaster (Betancourt, 1979; Ewell,

1984). During the period of affluence, special emphasis was given to

investment in education, especially at the university level. Therefore, it

is of interest to find out what happened to the value of human capital

during a period of rapid expansion.

The following section gives a description of the Venezuelan system

of education and its growth in recent years. Section III analyzes the

structure of earnings by means of a human. capital earnings function.

Section IV presents some evidence on the change of income inequality

between 1975 and 1984. Section V restricts the analysis to Caracas in

order to address some issues related to urban labor markets. The final

section draws a number of conclusions frcm the analysis.

* The World Bank, Washington, D.C. 20433. The views expressed here
are those of the authors and should not be attributed to the
World Bank.
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II. The Educational System

Primary Education. Until 1980 only primary education of 6 years

was compulsory. With the 1980 Education Law, the whole "Basic" cycle

became compulsory (9 years of study) (See Table 1). About 90 percent of

the pupils are enrolled in the public system since 1974. The rest are

enrolled in private schools, mainly operated by the Catholic Church.

However, the Ministry of Education determines all curricula and registers

all teachers, thereby ensuring an important State control over this level

of education.

Table 1

The Structure of the Education Svstem

Primary Secondarv Hizher
(6 years) Basic Diversified (3-5 years)

(3 years) (2-3 years)

------Compulsory------ General University
Comercial Autonomous
industrial Experimental
Agricultural Private
Social Service Non-university
Teacher Training Technology Institutes

Polytechnic Institutes

Secondarv 7ducation. Secondary (or intermediate) education

consists of two cycles: a basic coamon cycle (3 years) and a diversified

cycle (2 or 3 years depending on the course of study). The purpose of the

basic cycle is to complete the general education given at the primary

level, without any specialization or professional training. The

diversi-.ied cycle was first imolemented in 1972. It consists of 3 branches



of study: General or academic (2 years); vocational or technical (2 or 3

years); and teacher taining (3 years).

The Vocational branch of the diversified cycle offers 4 sections:

agricultural (3 years); industrial (3 years); commercial (2 years); and

social service (3 years). Each section ln turn consists of a number of

specializations, as many as 7 in the commercial section and 18 in the

industrial one. The purpose of the vocational branch is to foster lower

and middle level technicians necessary for the country's economic

development. Yet because of the prestige traditionally associated with the

popular university curricula (such as lawT and medicine), which require a

general intermediate education, enrollmenits in this branch represent only 2

percent of the relevant age group.

Higher Education. Higher education can be pursued at University

and non-University institutions. There are three types of universities:

Autonomous, Experimental, and Private.

Autonomous universities are supported by the State and are largely

self-governing. The degree of governmenl: intervention has fluctuated

widely since 1958; after an initial phase of (almost) total "hands-off"

policy (that included the granting of extraterritoriality status to the

university campuses) and frequent student: unrest, the 1970 Education Law

took away some of these privileges -- which led to more student unrest and

frequent university shutdowns. The five most important autonomous

universitites are: Central (or UCV: 1721), Los Andes (1785), Zulia (1891),

Carabobo (1833), and Oriente (1953). Together they accounted for

72 percent of all university enrollments and 83 percent of public

university enrollments in the 1983-84 academic year. The autonomous

universities generally display the traditional separation into faculties,



- 4 -

each with its own area of concentration and little interchange between

them.

ExDerimental universities were established mainly in the 1970's.

They are "experimental" in the sense that they are more flexible to respond

to their environment, and they have different academic and administrative

structures (Burroughs, 1974).

Private universities accounted for 14 percent of total university

enrollments in 1984. The oldest (A,ndre Bello) is Catholic, but the others

are secular. Some are highly competitive, such as Metropolitana, while the

rest have a more popular scope Auch as Santa Maria. Their increased

selectivity, academic and/or financial, is responsible for their

comparatively lower wastage rate.

Non-University Institutions. There were only three non-universi:y

institutions in 1968 versus sixty in 1980. Non-university institutions

were created in part to alleviate the overcrowding at the regular

universities, and also to help satisfy the nations's needs in skilled

manpower, both in applied science and technology, and in teacher training.

Applied science and technology curricula exist mainly in the University

Institutes of Technology (IUT), the Polytechnic Institutes (IU?), and the

University Colleges - though the latter offer other types of curricula,

similar in nature to Junior Colleges in the United States. Teacher

training takes place in the Pedagogic Institutes.

The IUT and IUP, while generally covering the same fields of

study, are geared to t-wo different types of students. The IUT's shorter

academic requirements (3 years) aim at producing higher level technicians

(as implied by the title of the degree: "Tecnico Superior"), while the



IUP's curriculum (5 years) parallels that, of the engineering courses

offered in the regular universities, with less emphasis on theory.

There were six Pedagogic Institutes in 1984. Their function is to

train secondary school teachers though they are beginning to accept primary

school teacher trainees as well. Admission is with a Bachillerato diploma.

The curriculum lasts four to five years (including a one-semester teaching

practice), and the 25 percent drop-out ra,tes are lower than at most other

higher education institutions.

The System's Growth

Venezuelan population growth has; exceeded 3 percent per year since

1965. This has fueled a remarkable exparLsion of the education system. In

1958, Venezuela had 6 universities and orLe Pedagogic Institute; in 1984,

there were 19 universities, seven Pedagogic Institutes and 46 other higher

education institutions. The decade of the seventies saw a dramatic

increase in higher education student enrollments, with the result that 22

percent of the 20-24 age group was enrolled in 1980 vs. 8.5 percent in 1968

(Cowen and McLean, 1984). During the 1975-1984 period enrollments

increased at an annual rate of 9.1 percent, from 193,262 to 376,209

students (Table 2). Such a rapid increase was bound to have a negative

effect on the overall quality of higher education.1

The rise in enrollments has been accompanied by a substantial

increase in the share of students attending private institutions, an

indication of the existence of excess demand for higher education places.

1/ Gabaldon (1982) notes that 94 percent of students entering higher
education in 1980 had graduated from secondary schooling with a
grade average of 10 or 11 (out of a maximum of 20).



Public education in Venezuela is in theory financed by a combination of

funds coming from all three levels of government (Central, State and

Municipal), but in practice most funding comes from the Central government.

Over the 1975-84 period the Ministry of Education has contributed on

average three quarters of the total public educational expenditure.

Table 2

H4gher Education Enrollment, Facultv and Graduates
1975 to 1984

Year Student Enrollment Faculty Graduates
Public Private Total

1975 172,068 21,196 193,264 14,604 9,250
1976 199,654 21,927 221,581 16,185 9,562
1977 224,642 22,876 247,518 19,787 12,965
1978 239,915 25,756 265,671 21,534 14,030
1979 251,602 30,472 282,074 23,451 13,983
1980 260,238 38,646 298,884 26,633 15,250
1981 272,396 35,594 307,990 28,031 15,943
1982 282,274 48,712 330,986 28,039 17,363
1983 295,233 53,570 348,803 29,071 20,476
1984 313,474 62,735 376,209 28,705 24,933

Source: Based on Ministerio de Educacion (1984), Table VI.2

The distribution of education among male workers is shown i.n

Table 3. There has been a dramatic reduction in the work force's share of

illiterates over the period (from 27.3 to 9.7 percent), and an impressive

gain in the share of those with secondary education. Between 1975 and

1984, the average number of years of schooling of the male work force grew

from 4.6 to 6.6.
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Table 3

Educational Distribution of the Labor Force, 1975 and 1984

Educational 1975 1984
Level

No Education 27.3 9.7

Primary 58.0 50.7

Secondary 10.3 32.2

Higher 4.5 7.5

Total 100.0 100.0

Note: Refers to the male labor force.
Source: Based on the Venezuelan Household

Surveys of the respective years.

III. The.Earnings Structure

The empirical analysis in this paper is based on the computer

tapes of the 1975 (lst semester) and 1984 (lst quarter) Venezuelan National

Household Sample Survey. The Survey (Encuesta Nacional de Hogares por

Muestreo) has been conducted by OCEI (Oficina Central de Estadistica e

Informatica) since 1967, twice a year until 1983, and four times a year

starting in 1984. The sample of householc.s interviewed in a given semester

consists of 22 independent weekly sub-sanmples chosen randomly, each one

being representative of the whole population.



Table 4

Mean Hourly Wage of Graduates
bv Educational Level and Field of Studv

Educational Level/ Hourly Wage I/ Wage Index 2/
Field of Study 1975 1984 1975 1984

No education 4.65 7.87 79 57

Primary 5.90 13.86 100 100

Secondary
General 11.67 20.45 198 148
Vocational 12.44 22.40 211 162
Teacher Training 15.78 21.12 268 152

University
Agronomy 17.76 39.31 301 284
Science 22.58 32.58 383 235
Law 28.76 49.41 488 357
Economics & Soc. Sciences 22.21 40.57 376 293
Humanities & Education 19.29 34.85 327 251
Engineering 25.03 42.62 424 308
Medicine 26.57 38.75 450 280

Pedagogic Institutes 18.90 Z7.87 320 201

1/ In current Bolivars.
2/ Index base: primary education 2 100.

The hourly wages of graduates 2/ and the corresponding indices by

level and field of study are given in Table 4 (Annual wages and the number

of observations in each cell are reported in Appendix Table A-1). The

relative earnings spread between all types of graduates has decreased from

2/ A "graduate" of the respective educational level is defined as having
completed 6 years of primary, 5 years of secondary or 4 to 6 years
(depending on the field) of higher education. Uneless otherwise
speci_ied all statistical results will refer to those workers declarizg
str-ctly positive earnings and hours worked in 1975 and 1984.



1975 to 1984. Among university fields of study agronomy graduates were the

least paid in 1975, earning even lower than those from Pedagogic Institutes

(i.e., secondary school teachers). In 1984, the latter were the least

paid, to be followed by science university graduates. The top paid in 1984

were lawyers.

These mean wages do not take into account the worker's age or

number of years of work experience. In crder to sulmmarize the effect of

education on earnings in the two years we used the typical (Mincer, 1974)

human capital earnings function

ln Y = a + b S + c EX + d EX2 + e ln H + u

where

Y is the individual's earnings,

S is the number of years of schooling,

EX is the number of years of work experience,

H is the hours worked per week, and

u is the error term.

Alternative specifications of the basic function have been fitted,

including interaction terms between years of schooling and experience, and

a dummy variable "training" having the value of 1 if an individual reported

in the survey that he had received any technical education training at the

secondary or non-university level. The results appear in Tables 5 and 6.
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Table 5

Earnings Functions for Male Workers, Entire Country, 1975

Variable (1) (2) (3) (4) (5) (6)

Education (S) 0.137 0.139 0.137 0.117 0.131 0.131
(116.58) (30.82) (119.96) (41.02) (29.83) (29.83)

s2 (10-3) 0.56 1.49 1.11 1.15
(2.52) (7.54) (5.08) (5.23)

Experience (EX) 0.077 0.083 0.073 0.074 0.078 0.078

(67.62) (51.44) (65.06) (65.49) (49.62) (49.64)

EXZ (103) -1.13 -1.20 -1.06 -1.08 -1.13 -1.13
(-54.49) (-48.51) (-52.52) (-53.10) (-47.00) (-47.01.)

S.EX (10-3) -0.49 -0.44 -0.44
(-4.46) (-4.13) (-4.13)

Ln(Hours) 0.449 0.455 0.455 0.455
(37.88) (38.33) (38.39) (38.27)

Techn cal
Trai^ning -0.034

(-1.40)

Constant 3.614 3.553 1.969 1.985 1.909 1.909

'Z 0.370 0.371 0.401 0.402 0.402 0.403

N 27,635 27,635 27,635 27,635 27,635 27,635

Note: t-ratios in parentheses.
Dependent Variable is the logarithm of weekly earnings.
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Table 6

Earnings Functions for Male Workers, Entire Country, 1984

Variable (1) (2) (3) (4) (5) (6)

Education (S) 0.112 0.120 0.114 0.105 0.116 0.116
(88.51) (22.07) (92.95) (30.68) (21.98) (21.95)

S2 (10-3) -0.03 0.63 0.32 0.31
(-0.13) (3.01) (1.35) (1.33)

Experience (EX) 0.054 0.058 0.051 0.052 0.056 0.056
(44.93) (30.67) (44.28) (44.39) (30.12) (30.08)

EX2 (xl- 3) -0.71 -0.77 -0.68 -0.69 -0.73 -0.73
(-32.02) (-27.79) (-.31.37) (-31.46) (-27.28) (-27.26)

S.EX (x10-3) -0.36 -0.31 -0.31
(-3.12) (-2.79) (-2.77)

Ln(Hours) 0.555 0.557 0.557 0.557
(31.39) (31.51) (31.47) (31.47)

Technical
Training 0.013

(0.46)

Constant 4.792 4.717 2.729 2.746 2.671 2.671

R2 0.379 0.379 0.417 0.417 0.418 0.418

N 14,974 14,974 14,974 14,974 14,974 14,974

Note: Student t-ratios in parentheses
Dependent Variable is the logarithn of weekly earnings
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As found elsewnere, the two basic human capital variables, years

of schooling and education, explain nearly 40 percent of the variance of

relative earnings. The fact that someone has received technical training

is, surprisingly, not associated with higher earnings.

According to Column (1) in these tables, the private returns to

investment in a typical year of schooling have declined from 13.7 to 11.2

percent in a nine-year period. This is again very similar to what has been

found elsewhere, i.e., the returns to education do in fact decline over

time, although not in a dramatic way. 3/

3/ See Appendix B for more disaggregared estimates of the returns to
education.
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IV. Distributional Issues

The type of data available permits to analyze changes in

income distribution between 1975 and 1984. The variance of the logarithm

of earnings (Var Ln Y), used above as the dependent variable in the

earnings function, is a common measure of income inequality. 4/ Such

statistic has moved as shown in Table 7 between the two years.

Table 7

Income Inequality, 1975 and 1984

Mean
years of
schooling
of the Inequality

Year labor force (Var Ln Y) Index

1975 4.6 .704 100

1984 6.6 .461 65

Note: Refers to male wage and salary earners.

The 35 percent improvement of income distribution in a nine year

period is dramatic, and of course must also be attributed to factors other

than education. (See also Musgrove, 1981; Urdaneta, 1977).

4/ Although, admittedly, not one of the best (see Sen, 1973). This
measure is adopted here for convenience, as done extensively in the
literature, because it relates directly to the Mincerian earnings
function.
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V. The ComDetitive Sectors

It has been a common criticism in the economics of education that

rates of return estimated on the basis of observed earnings differentials

may not reflect the true (social) productivity of individuals with a given

amount of schooling. In order to address this we split the sample

according to two dimensions that proxy the different degrees of

competitiveness in a labor market: private sector employees, and the

self-employed. It is assumed that private employers cannot pay wages too

much above or too much below the contribution of the worker to production,

and that the self-employed realize a labor income due to their human

capital characteristics.

In doing so, we concentrate on the Caracas labor market where the

ma,ority of the control group of civil servants is. Also, by focusing on

the urban labor market we avoid issues associated with rural

self-employment and the difficulty of arriving at the labor income of

owners of small-farm enterprises.51

The educational distribution of the Caracas samples is su= arized

in Table 8. The capital has a generally better-educated population than

the country as a whole, for each of the two years, as displayed by the much

lower illliteracy rates and smaller percentages of workers with only primary

schooling, and the greater percentages of workers with secondary and higher

education. This is also evident in the average number of years of

schooling: 7.2 and 5.6 in the public and private sectors, respectively, in

1975, and 9.5 and 8.2 years in 1984.

5! For similar analyses of urban labor markets see Chiswick (1977) on
3angkok; Heckman and Hotz (1986) on Panama; Corbo and Stelcner (1983);
U;hoff (1986) on Santiago; Bourguignon (1983), Fields (1980)
and Mohan (1986) on Bogota; Henderson (1983) on Teheran; Martinez
(1983) on Mexico.



Table E,

Educational Dlistributlon of the Caracas; Labor Force by Emnlovment Status

(Percent)

1975 1984

Emoloyees .Emplovees
Education Public Private Self- Entire PfubiIc Private Self- Entire
Level Sector Sector Employed Employers Sample Sector Sector Employed Employers Sample

None 22.1 22.9 16.7 18.3 21.4 1.3 1.2 2.7 0.0 1.4

Primary 40.9 56.6 67.1 46.0 54.4 31.5 43.2 54.0 38.8 42.5

Secondary 17.9 12.0 9.9 19.0 13.4 40.7 42.5 38.0 35.2 40.6

Higher 19.1 8.4 6.3 16.7 10.9 26.5 13.2 5.3 26.0 15.5

Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Table 9

Hcurly Wages by Education and Emrloyment Status. Caracas

(in current Bolivares)

1975 1984

Employees Em lovees
Education Public Private Self- Public Private Self-
Level Sector Sector Employed Employers Sector Sector Employed Employers

None 7.96 6.62 7.50 12.62 10.39 12.05 12.41 -

Prlmary 6.28 5.24 6.04 10.55 13.92 15.01 16.41 30.52

Secondary 10.21 9.92 11.51 18.58 17.71 20.04 20.32 36.27

Higher 19.11 19.29 18.41 26.29 32.94 34.44 39.67 52.07
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Average wages were higher in 1975 in the public than in the

private sector, but such earnings advantage disappears in 1984 (See Tables

9 and 10). This is in line with other results found in the literature.

Table 10

Public/Private Mean Wage Ratio, by Educational Level

Educational Level 1975 1984

No education 1.20 0.86

Primary 1.20 0.93

Secondary 1.03 0.88

Higher 0.99 0.96

Source: Based on Table 8.

The above comparisons should be interpreted cautiously, as they do

no: take into account key variables such as age or work experience. A more

precise picture emerges by separately estimating the standard earnings

function for public- and private-sector employees in each year of the

survey. The function is also estimated on the pooled public-cum-private

samples, in order to test for the structural differences in the wage

determination process that may appear between the two sectors. The results

appear in Tables 11 and 12. The model explains nearly forty percent of the

variance of relative wages. The Chow test strongly rejects the null

hypothesis of equality of wage structures between the two sectors.
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Wage earners and self-employed

An examination of Tables 8, 11 and 12 reveals that the

self-employed have the lowest schooling level of the three groups

considered: 5.5 years in 1975, and 7.1 in 1984. They display the largest

(within group) shares of workers with a primary education (67.1 and 54.0

percent in 1975 and 1984, respectively, bit the lowest share of illiterates

in 1975 (16.7 percent); their share of highly educated workers is the

lowest in both years, and it further shows a decrease over the period, from

6.3 to 5.3 percent (the two other groups display an increase).
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Table 11

Earnings Functions by Emplovment Status
Male Workers, Caracas, 1975

Emolovees Public & Private All Employees
Public Private Self- Private Sector and Self-

Variable Sector Sector Employed Sector Employees Employed
Employees & Self-

Employed

S 0.085 0.104 0.089 0.100 0.100 0.098
(24.28) (39.82) (14.70) (48.90) (41.29) (49.89)

EX 0.042 0.064 0.048 0.060 0.062 0.059
(9.17) (21.58) (6.31) (24.10) (22.85) (24.99)

EX2 (10-3) -0.64 -0.92 -0.76 -0.87 -0.93 -0.83
(-7.33) (-15.08) (-5.77) -17.29) (-17.42) (-19.07)

ln(H) 0.148 0.113 0.424 0.108 0.220 0.188
(2.47) (2.61) (6.51) (3.08) (6.18) (6.11)

Constant 4.083 3.717 2.825 3.824 3.362 3.552

RZ 0.394 0.429 0.278 0.435 0.386 0.398

N 950 2,541 748 3,491 3,289 4,Z39

Variable Means

S 7.19 5.61 5.47 6.04 5.57 5.94

EX 22.25 18.79 27.99 19.73 20.88 21.19

41.70 43.85 46.85 50.68 --

Note: t-ratios in parentheses.
Dependent Variable is Ln (weekly earnings)
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Table 12

Earnings Functions by Employment Status
,* Male Workers, Caracas, 1984

Employees Public & Private All Employees
Public Private Self- Private Sector and Self-

Variable Sector Sector Employed Sector Employees Employed
Employees & Self-

Employed

S 0.097 0.098 0.081 0.095 0.094 0.093
(18.90) (26.26) (11.82) (32.00) (28.66) (33.99)

EX 0.040 0.046 0.031 0.044 0.043 0.043
( 7.97) ( 13.11) (4.33) (15.09) (14.08) (16.04)

EX2 (10-3) -0.59 -0.64 -0.40 -0.63 -0.58 -0.59
(-5.67) (-8.54) (-3.01.) (-10.28) (-9.30) (-10.89)

ln(H) 0.380 0.142 0.577 0.248 0.302 0.334
(5.57) (2.33) (7.09) (5.36) (6.20) (8.30)

Constant 3.728 4.637 3.3L.2 4.263 4.096 3.983

R2 0.423 0.405 0.290 0.397 0.365 0.369

N 555 1,262 524 1,817 1,786 2,341

Variable Means

S 9.50 8.23 7.L0 8.62 7.90 8.28

EX 19.58 17.80 25.L3 18.34 19.95 19.86

H 41.16 41.70 42.95 --- --- ---

Note: t-ratios in parentheses.
Dependent Variable is Ln (weekl: earnings)
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The model explains a significantly smaller fraction of the

variance of log earnings for the self-employed than for the private or

public sector employees: less than one third in both years. The Chow test

rejects the null hypothesis of wage structure equality between the private

sector employees and the self-employed. The test of equality between

individual variable coefficients reveals a statistically significant

difference in the schooling and hours coefficients but not in the

experience coefficients. This suggests parallel log(wage)-experience

profiles in the two sectors, and implies that 'seniority" plays a similar

role in the experience progression of wages in the two sectors.

VI. Conclusion

The availability of Census data at two points in time allowed us

to analyze a number of still debated issues in the literature. The

Zollowing propositions are supported by the analysis in this paper:

a) The returns to investment in education decline over time

--the probable result of supply shifts of educated labor

faster than demand shifts. Such decline, however, is

not a' dramatic as one might expect a priori. In the case of

Venezuela, the overall returns to education declined by 2

percentage points in a decade of rapid school expansion.

b) The returns to education estimated on the basis of earnings of

those in the competitive sectors of the economy (private

sec:or employees and the self-employed) are of the same order

of magnitude as those estimated on the basis of all wage

earners In :he economy. This gives credlbility to older rate

of return estimates where data on competitive sector earnings

was non-existent.
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c) The over time changes in income inequality in Venezuela is

consistent with the beneficial distributive aspect of

educational expansion. Namely, the increased supply of more

educated persons contributed to the narrowing of earnings

differentials and hence to a more equitable distribution of

income.
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APPENDIX B

The Returns to Education

The regression-derived returns to education given above are

necessarily averages referring to the typical year of schooling. In order

to obtain a more detailed picture of the returns to education one needs to

base the estimation on the age-earnings profile specific to each level of

schooling. The last such rate of return estimates for Venezuela were

reported by Shoup (1959), who use'd a very limited 1957 data set. He found

private rates of 82, 17 and 23 percent for primary, secondary and higher

education, respectively'.

Table B-1 gives the unit-cost structure for each level and type of

education, and Table B-2 reports the private and social rates of return for

the two years of the survey. The rates of return are based on the

"elaborate method," i.e., parabolic age-earnings profiles were first

fitted within each education cell, and then the discount rate was found

that reduces the net present value of the profile to zero (for an

exposition see Psacharopoulos, 1973). The returns to primary education

were based on only two years foregone earnings given the near zero

opportunity cost of children below the age of 10.
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Table B-1

Public Expenditure per Student
(in Current Bolivars)

Educational Level 1975 1984

Primary 1,235 2,169

Secondary X,045 3,908
General 2,730 3,228
Vocational 4,883 6,235

Higher 16,572 27,624
University 17,816 30,547
Non-University S',240 18,746

Source: Based on Ministerio de Educacion, Memoria y
Cuenta (1975, 1984), and UNESCO Statistical
Yearbook, various years.

Table B-2

Rates of Return by Level and Type of Education
(Percent)

Educational Level 1975 1984
and Field Private Social Private Social

Primary 24.5 16.4 24.3 17.5

Secondary 20.2 14.6 12.4 10.5
General 19.5 14.3 12.2 10.4
Vocational 26.3 17.6 14.3 12.0

Higher-All 21.5 11.2 15.0 8.7

University 23.1 11.6 15.6 10.7
Science 17.1 a/ 10.9 a/
Law b/ 14.1 --

Economics and
Social Sciences 21.5 -- 15.7 --

Humanities 12.4 -- 8.0 --
Engineering b/ _ 20.3 --

a/ Not computed because unit costs by field unknown.
b/ Not computed because of insufficient number of observations

to generate age-earnings profiles.
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Table B-3

Index of Public Subsidization of Education
by Level (Venezuela)

Educational Level 1975 1984

Primary 49 39

Secondary 38 18

Higher 92 72

Source: Based on Table B-2.
Note: The subsidization index measures the percent

by which the private rate exceeds the
social rate.

The structure of the private rates of return to Venezuelan

education is one of rates that increase from the secondary to the

higher level. Due to the educational unit cost structure, however, social

returns decrease with the level of schooling, as observed elsewhere (see

Appendix Table A-2).

In fact, the difference between the private and social rate of

return measures the degree of public subsidization of education. Table B-3

shows that, as found elsewhere, the degree of public subsidization of

education is heaviest at the university level.

It Is of interest that the social returns to secondary vocational

education exceed those of general education in boch years. The

substantially higher cost associated with the vocational branch of

secondary education did not wipe out the earnings advantage of vocational

graduates.
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Low significance should be attributed to differences between the

returns to particular university faculties as these are based on a small

number of observations.
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Appendix Table A-1

Annual Earnings bv Level of Education

(in current Bolivars)

Educational 1975 1984
Level (N) (N)

No education 10,260 17,608
(7,551) (1,448)

Primary 13,547 30,869
(7,719) (4,422)

Secondary 25,563 44,711
(1,011) (1,290)

General 25,332 44,130
(900) (1,159)

Vocational 27,959 50,335
(86) (94)

Teacher Training 24,380 37,310
(15) (21)

All Post-Secondary 48,461 81,767
(495) (584)

University 51,366 84,956
(424) (526)

Agronomy 41,948 83,385

(8) (23)
Science 48,061 64,236

(16) (34)
Law 54,606 100,142

(56) (50)
Economics & Social Sciences 49,163 84,431

(56) (130)
Humanities & Education 35,608 67,510

(41) (76)
Erngineering 56,430 94,781

(146) (152)
Medicine 54,721 80,131

(58) (27)

Pedagogic Institutes 34,725 52,845
(24) (20)

Overall 13,611 33,196

Note: Data refer to graduates of the respective levels.
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Appendix Table A-2

The Returns to Education in Latin American Countries

(Percent)

Social Private
Country Year Prim. Sec. Higher Prim. Sec. Higher

Bahamas 1970 20.6 26.1

Brazil 1970 23.5 13.1 24.7 13.9

Chile 1959 24.0 16.9 12.2

Colombia 1973 15.1 15.4 20.7
1981 9.6

Costa Rica 1974 13.1 8.7 25.7

Mexico 1963 25.0 17.0 23.0 32.0 23.0 29.0

Paraguay 1982 14.0 11.0 13.0

Peru 1972 46.9 19.8 16.3
1980 41.4 3.3 16.1

Puerto Rico 1959 24.0 34.1 15.5 68.2 52.1 29.0

Venezuela 1957 82.0 17.0 23.0 18.0 27.0

Source: Psacharopoulos (1985, Table A-1).
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Appendix Table A-3

The Coefficient on Years of Schooling in Latin American Countries
in the Human Capital Earnings Function:

Country Year Coefficient
(Percent)

Latin America

Brazil 1970 19.2

Chile 1974 8.3
1980 9.6

Colombia 1965 17.3
1978 14.4

Costa Rica 1974 15.0

El Salvador 1975 17.0

Guatemala 1975 10.8
1977 11.3

Mex±co 1963 i5.0

Venezuela 1984 11.7

Psacharopoulos (1985), unpublished Appendix Table B-1.


