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Introduction 

The 2001 economic and political crisis in Argentina led to enormous increases in unemployment and 
poverty. Income inequality, which had been steadily rising since the mid-l970s, peaked in the aftermath 
of the crisis. As a result, one of the key challenges that Argentina faces today i s  building the skilled labor 
force needed to ensure that the country embarks on a path o f  sustained, and equitable, economic growth. 
In this document, we report on a study that analyzed various aspects related to building sk i l ls  in the labor 
market in Argentina. In the process of preparing the study, we held meetings with government authorities 
and representatives of the private sector, labor unions and social organizations. We are indebted to them 
for greatly informing the study. 

The purpose o f  the study and o f  this report i s  to contribute to the ongoing dialogue in Argentina on how 
to build sk i l l s  for achieving more sustained and equitable economic growth. Instead of presenting 
recommendations for policy action, our goal i s  to provide analytical information to enrich the ongoing 
discussions around improving education quality and raising equity in Argentina. As such, the report 
introduces more questions than answers. 

The organization o f  the report i s  as follows. In the next chapter, we evaluate the benefits o f  investing in 
education in Argentina and find that, throughout the last decades, education exhibits high returns at all 
levels. These high returns to education investment appear both to result from an increase in the demand 
for skilled labor and to increases in productivity. Investing in education has high returns throughout a 
worker’s lifetime in Argentina, so that adults who get additional schooling are rewarded in the labor 
market with higher pay. From a societal perspective, then, adult education and lifelong learning programs 
are important and may be financed partially through innovative savings and credit programs. However, 
returns to education are not equal for all: an analysis o f  the returns to education across the wage 
distribution indicates that among men, higher wage earners have higher returns to education than do 
individuals with lower wages. Part of the reason, we show later in this report, i s  due to large differences 
in school quality and access to on-the-job training. 

Chapter 2 focuses on the role o f  adult learning and on-the-job training in building labor market sk i l ls .  
On-the-job training opportunities are generally limited to workers in the formal labor market, which 
accounts for around 40 percent o f  employment. Thus, the majority o f  workers (in the informal market) do 
not have access to training at work. Compounding the prevailing inequality in access to training i s  the 
fact that most public training resources are used to provide subsidies for formal employees, excluding 
large numbers of workers in the informal sector. 

Access to on-the-job training i s  also closely related to educational attainment, with workers with more 
education having greater training opportunities. This unequal access to training in the workplace results in 
increased inequality: the more educated, who earn higher wages, have greater opportunities to increase 
s lu l ls  and thus increase their chances o f  earning pay increases. In contrast, the least educated, who earn 
lower wages on average, get few additional opportunities to acquire new skills, and consequently their 
salary growth i s  limited. One option could be to realign training resources so that smaller f i r m s  benefit, 
possibly through expanding the linkages between large and smaller f i rms.  In addition, the impact of 
training programs would be much higher if the average level o f  schooling o f  the labor force increased. 
Therefore, increasing secondary school completion rates and facilitating access to secondary school 
among adults would be a priority, through incentives and scholarships to keep children in school. Some 
programs are currently underway to address this issue. 



The main national training program i s  a component o f  the Heads o f  Household Program. (Jefas y Jefes de 
Hogur) a large national workfare program launched in 2002 as a social safety net in the aftermath o f  the 
crisis. Given the improvement in macroeconomic conditions, the Government o f  Argentina has decided 
on a transition strategy for the Jefas y Jefes de Hogar program, to transform it into less of an emergency 
safety net and more of a program leading to employability. The transition of Jefus y Jefes de Hogar into a 
program that focuses on facilitating employability w i l l  require a better and more focused training program 
for participants. Given that rates o f  return to education are so high, secondary school completion promises 
to be an important road out of unemployment and poverty, particularly for participants in this program 
who constitute the poorest households. There might also be other programs that could be o f  interest to 
Argentina for ensuring that adults who have not completed secondary have access to training, such as the 
General Equivalency Diploma in the United States. A recent review o f  the international experience 
indicates that training programs in developing countries work best when they are on the job and include 
active employer involvement and when employment services, such as counseling and placement 
assistance, are provided to participants. 

Chapter 3 then turns from examining the s k i l l s  o f  the working population to an examination o f  school 
quality in Argentina - as these determine the sk i l l s  o f  school graduates in the labor market tomorrow -, 
with a special focus on the prevailing inequality in school outcomes. We look both at how Argentina’s 
average education quality fares in an international context as well as at the variation in school quality 
across regions within the country. In addition, we investigate what factors are associated with student 
learning in Argentina, attempting to understand to what extent learning outcomes vary by student 
background and school characteristics. We also explore regional differences in the correlates o f  student 
achievement. 

In comparison to most other Latin American countries (with the exception o f  Cuba and Uruguay which 
perform better), education quality in Argentina i s  high. However, Argentine students’ average 
performance lags well behind that of students from middle-income countries outside the Latin American 
region and more advanced economies in the international assessments o f  student learning in reading, 
science and mathematics. 1 

Our analysis o f  the international assessment data shows that Argentina has one o f  the highest dispersions 
in test scores among all participating countries. While some students in the top-tail of the achievement 
distribution perform as well as average students in very advanced education systems, the majority o f  
Argentine students perform well below internationally agreed benchmarks for their age andor grade 
level. Thus, Argentina’s education system faces two challenges simultaneously: raising educational 
quality and improving equity in the distribution o f  student achievement. 

Inequality in education outcomes in Argentina i s  high. Students have access to schools o f  different 
quality depending on their personal characteristics, socioeconomic background and geographical location. 
The gap in student achievement between the wealthiest and poorest students i s  greater than in most other 
countries, even when compared to other Latin American countries where income inequality i s  also large. 
Parental education i s  strongly associated with student achievement, and children o f  better educated 
parents have higher average test scores. Thus, inter-generational mobility in educational attainment and 
learning remains a challenge. In addition, regional disparities in school quality are significant, with 
students in the poorest Northeast and Northwest regions systematically under-performing in mathematics 
and language tests relative to the rest o f  the nation. Research on the impact o f  the education 
decentralization reform in Argentina on student performance has found that while, on average, 

Argentina participated in the regional assessment of  student learning in language and mathematics (LLECE), as 
well as in two recent international assessments of student achievement: PIRLS 2001 and PISA 2000. Although it 
did not participate in PISA 2003, the results from PISA 2000 and PISA 2003 are comparable. 

2 



decentralization improved the performance of public school students in test scores, public school 
students’ performance declined in schools located in poor areas or in provinces with weak administration. 

One key promising initiative to improve learning outcomes includes regular assessments o f  learning 
outcomes nationwide and strengthened use o f  national and international student assessments. Information 
from student learning assessments not only serves as an indicator of how well a nation overall as well as 
each province and school i s  achieving i t s  skill-building goals, but also can be extremely useful to 
teachers, school administrators and education policy makers in improving teaching practice. In 
Argentina, some provinces, such as the Province o f  Buenos Aires, have implemented their own 
assessments and are using them in innovative ways to provide useful information to schools and teachers 
for improving instruction. However, much more can be done in this direction, and in this report we 
discuss how other countries around the world are creatively using assessment information to improve 
school quality, especially for schools serving students from disadvantaged backgrounds. 

The last chapter includes a brief summary o f  the main findings from the analyses conducted for this report 
and highlights unresolved issues and questions for further investigation. The Government has put the 
reduction o f  inequality in education and training opportunities as one o f  the key challenges for Argentina 
to achieve sustainable and equitable economic growth. Our hope i s  that this report w i l l  contribute to 
inform the ongoing debate on raising education quality and training opportunities for all children, youth 
and adults in Argentina. 

3 



1. The  Benefits of Investing in Education 

Argentina has one o f  the most developed education systems in the Americas. Despite the recent economic 
crisis, school enrollment rates are high (Espafia and others 2003). Average years o f  schooling of  the 
population are 8.5, significantly higher than the regional average. Argentina also compares well with East 
and Central Europe and East Asia, where average educational attainment i s  8.4 years and 7.6 years (Barro 
and Lee 2001). 

In this chapter, we evaluate recent trends in the rate o f  return on investment in education in Argentina. In 
particular, we explore differences in salaries between workers with different levels of  education, focusing 
on explaining the sources o f  the observed salary differences. We find that the returns to schooling in 
Argentina increased over the 10-year period between 1992 and 2002, and that this rise reflects increases 
in worker productivity. Further, we document that the demand for skilled labor has increased sharply, 
heightening the need for workers to have a secondary school degree in order to earn higher wages. This 
increase in the demand for skilled labor i s  not peculiar to Argentina. In fact, countries around the world 
have experienced in recent decades substantial increases in the returns to education, especially post- 
secondary education (see, for example, de Ferranti and others 2003; Psacharopoulos and Patrinos 2004). 
Related to this, earnings inequality increased in high income countries in the 1980s and 1990s (see, for 
example, Levy and Murnane 1992), and then similar patterns emerged in many middle-income countries 
(de Ferranti and others 2004). 

1.1 High Returns at All Levels and Periods 

The labor market benefits o f  investments in education remained high over the decade o f  the 1990s and 
early 2000s in Argentina. Wages o f  university-educated workers relative to those o f  secondary-educated 
workers in Argentina increased, despite the rising schooling levels o f  the population. The simultaneous 
increase in the relative wages and relative supply o f  university-educated workers may constitute evidence 
of increases in the demand for such workers (Sanchez-Paramo and Schady 2003; de Ferranti and others 
2003). 

Table 1.1. Education Attainment of the Total Population Aged 15 and Over 
(average years of schooling) 

Argentina Brazil Chile Mexico Uruguay Korea Canada Greece Italy Portugal Spain 

1960 5.3 2.9 5.2 2.8 5.4 4.3 9.1 4.8 4.7 1.9 3.7 8.5 

1965 5.5 3.0 5.0 2.9 5.1 5.4 8.8 5.1 5.0 2.4 3.8 9.1 

1970 6.2 3.3 5.7 3.7 5.7 4.9 9.1 5.4 5.5 2.6 4.8 9.5 

1975 6.3 3.0 5.6 3.9 6.2 6.6 9.8 5.9 5.7 2.8 4.7 9.7 

1980 7.0 3.1 6.4 4.8 6.2 7.9 10.3 7.0 5.9 3.8 6.0 11.9 

1985 7.1 3.5 6.7 5.2 6.9 8.7 10.8 7.3 6.2 3.9 5.8 11.6 

1990 8.1 4.0 7.0 6.7 7.1 9.9 11.0 8.0 6.5 4.9 6.4 11.7 

1995 8.5 4.5 7.3 7.0 7.3 10.6 11.4 8.3 6.9 5.5 6.8 11.9 

2000 8.8 4.9 7.6 7.2 7.6 10.8 11.6 8.7 7.2 5.9 7.3 12.1 

United 
States 

Source: Barro and Lee 2001. 
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Despite evidence that the demand for educated workers increased during the 1990s (de Ferranti and others 
2003), Argentina’s youth and adults are currently under-investing in secondary schooling. According to 
the 2001 Population Census, 50 percent of the economically active population has not completed 
secondary school (Figure 1-1). The importance o f  secondary education as a qualification for access to 
good jobs i s  growing in Argentina as well as in other countries in the region. This trend i s  evident in the 
widening wage gap between skilled and unskilled workers during the 1990s (Acosta and Gasparini 2004 
and below). In fact, some argue that complete secondary education-12 years o f  schooling-has become 
a necessary requirement for a job in the formal labor market (Filmus and Moragues 2003). 

20 - 

10 - 

0 -  

Figure 1.1. Educational Level of Economically Active Population 

primary 

Incomplete 

No education - 

Complete 
second a q  

Source: Ministry of Labor. 
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Box 1.1. Estimating Rates of Return to Investment in Education 

The concept o f  the "rate o f  return on investment in education" i s  very similar to that for  any other investment: 
it i s  a summary of the costs and benefits o f  the investment that incur at different points in time, and i t  i s  
expressed in an annual (percentage) yield, similar to that quoted for bank savings accounts or government 
bonds. If the rate of return on education i s  10 percent, when $100,000 are invested in education, the annual 
benefit w i l l  be $10,000 over the lifetime o f  the average graduate, over and above what the same person would 
have earned without the investment. A very important distinction in rate o f  return calculations i s  whether the 
evaluator wears a private or a social hat. A private rate o f  return refers to the case where the costs are what 
the individual actually pays to receive her education. A social rate o f  return calculation includes on the cost 
side the full resource cost o f  one's education. That is, not only what the individual pays but what it really 
costs society to educate one person. 

Estimating the returns to investments in education, as for any other sector, involves an implicit projection o f  
anticipated benefits over the lifetime o f  the investment. Since only the past earnings are observed, or, most 
commonly, only a snapshot o f  the relative earnings o f  graduates o f  different levels o f  schooling i s  observed, 
adjustments have been used in the literature to provide a realistic projection o f  earnings o f  graduates. The 
most common adjustments refer to the anticipated real growth in earnings, mortality, unemployment, taxes 
and innate ability. The age-earning profile o f  the control group has to be adjusted in the same way, with 
growth, mortality, unemployment and tax rates specific to that group. In addition, the resulting net benefit of  
more education can be further adjusted to reflect differential ability between the two groups o f  graduates. 
Extensive empirical application o f  these adjustments in the early literature from the 1960s on the economics 
o f  education led to the conclusion that the pluses and minuses essentially cancel out and one ends up with a 
net benefit almost equal to the unadjusted one. This i s  understood by the fact the adjustments are dealing 
with differences in, for example, mortality rates or unemployment rates between the two groups o f  graduates, 
and this does not amount to much in practice. In the 1970s, the adjustment to the gross earnings differential 
that drew the most attention was that for differential ability between the two groups o f  graduates, often 
known as the "filter" or "screening" hypothesis. Researchers often attributed one-third o f  the private earnings 
differential to differential ability. But again, extensive research, including natural experiments using identical 
twins who have been separated early in life has shown that the ability correction i s  not empirically validated, 
hence it i s  dropped in contemporary practice. All the above adjustments refer to monetary measures. Yet 
education has often been compared to a public good, yielding benefits beyond what i s  captured by the 
individual's earnings. Differential externalities by level o f  education might alter the real structure o f  the social 
returns to education, hence leading to a different allocation decision. However, empirical work on the 
documentation o f  externalities i s  s t i l l  in i t s  infancy. Some evidence that education as a whole might explain 
differential growth rates i s  being picked up in the new growth models. Yet, in empirical applications for 
guiding allocation decisions at the margin between different levels o f  education, little has been done to 
change the general rule that the lower the level o f  education, the higher the social rate o f  return. 

Previous estimates o f  the private (or individual) rate o f  return on schooling show that in 1985, in Buenos 
Aires, the private rate o f  return on a year o f  schooling was 9 percent (Kugler and Psacharopoulos 1989), and 
in 1989, in urban Argentina, the private rate o f  return was 10 percent (Psacharopoulos 1994). Rates o f  return 
on education began increasing in 1975 (Cossa 2000). From 1986 to 1993 in Buenos Aires, returns increased 
from 10 percent in 1986, to 13 percent in 1989, but then dropped to 9 percent in 1990, and increased again to 
10 percent by 1993 (Pessino 1995). The data indicate that returns were higher and rising during the 
hyperinflation period, but when inflation was brought under control in 1990, they began to decline. In terms 
o f  returns by education level, workers with incomplete secondary education experienced rather stable returns 
(on average 12 percent), while workers with complete secondary education experience had slightly higher 
returns in 1980-99 (13  percent on average for the period), and workers with complete university education 
are experiencing increasing returns (Margot 2001). Research on the determinants o f  wage changes (Galiani 
and Sanguinetti 2003) suggests that trade liberalization played little role in the 1990s. Andres (2003) shows 
that workers educated in private schools in Buenos Aires have higher returns and that the quality o f  schooling 
significantly affects returns. 
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1.2 Returns to Schooling over Time 

The 1990s was a decade o f  tremendous change in Argentina. There were episodes o f  economic growth, 
decline and severe financial crises. Argentina also experienced growing unemployment and real wage 
declines in the last few years o f  the 1990s and early 2000s (see, for example, Beccaria and Maurizio 
2004). 

Schooling levels o f  the Argentine population increased significantly over the 1990s. In 1992, 30 percent 
o f  the labor force had completed primary education, 18 percent had completed secondary, and 12 percent 
had completed university. Women had more than one-half year more schooling than men: 10.6 versus 9.8 
years. B y  2002,23 percent o f  the labor force had completed primary education, 19 percent had completed 
secondary and 17 percent had completed university (Figures 1.2 through 1.5). Women had almost one full 
year more schooling than men: 11.4 versus 10.5 years. That is, women increased their schooling by 
almost one year. Overall schooling in the labor force increased to 11 years in 2002, from 10 years in 
1992, an increase o f  one year in a 10-year period. 

Figure 1.2. Level of Education, M e n  (percent) 
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Figure 1.3. Level of Education, Women (percent) 

35 

30 

25 

20 

15 

10 

5 

0 
1992 1994 1996 1998 2002 

Source: World Bank. 

Figure 1.4. Level of Education, All (percent) 
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Figure 1.5. Years of Schooling 
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The average return to investment in schooling in Argentina i s  high and has increased over the last ten 
years. In 2002, the average rate of return on an additional year o f  schooling was 1 1.5 percent (Figure 1.6), 
while the average for middle-income countries was 10.7 percent (Psacharopoulos and Patrinos 2004).* 
Changes in the returns to schooling by level were significant (Figure 1.7). In 1992, primary education 
exhibited the highest returns. Five years later, the returns to primary education decreased, only to recover 
again in later years. The returns to incomplete secondary education have decreased, while the returns to 
complete secondary have remained remarkably stable. The returns to higher education, both complete and 
incomplete university, have increased substantially, with university now exhibiting the highest returns o f  
all education levels. 

The returns to schooling are slightly higher for men than for women. Our estimates o f  the rates o f  return 
on an additional year of schooling in 2002 are 12 percent for men and 11 percent for women. These rates 
have increased since 1992, when they were 9 and 8 percent, respectively. The returns to all levels o f  
education are higher for men than women (confirmed in the international literature; see, for example, 
Psacharopoulos and Patrinos 2004), perhaps reflecting some level o f  discrimination against women, 
and/or some lower level of labor force attachment by women. 

~ 

In 2002, the Argentine government introduced Plan Jefes y Jefas as a public safety net response to the severe 
economic and political crisis that hit the country in 2001. The program provides direct income support to families 
with dependents who lost their main source o f  earnings due to the crisis. To  assure that the program reached those in 
greatest need, work requirements were imposed. Therefore, beneficiaries are considered employed, and we follow 
that convention. When reanalyzing our estimates, we document that the returns to schooling vary when we exclude 
Jefes recipients, but not by very much. The overall rate o f  return on schooling i s  depressed when Jefes beneficiaries 
are included, but by only 4 percentage points, or less than half o f  a percent. Including Jefes reduces returns to 
primary and secondary education, but by  only 7 and 6 percent. Other levels are left  almost unchanged. 
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Figure 1.6. Returns to Schooling over time (percent) 
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Figure 1.7. Returns to Schooling by Level over time (percent) 
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1.3 Reasons for Increasing Returns 

Returns to schooling increased in Argentina throughout the 1990s and into 2002, regardless of the 
economic cycle. The returns to education increased while the economy grew (during the early 1990s), 
when the economy contracted (mid-I990s), and during the severe economic crisis of 1999-2002 (Figure 
1.8). 

Figure 1.8. Growth and Returns to Schooling, 1992-2002 

15 

10 

5 

0 

-5 

-10 

-15 

1990 1992 1994 1996 1998 2000 2002 2 W  

-Returns (9%) ”#& RealGDP plc GrouthRate 
- 

Source: World Bank. 

Figure 1.9. Unemployment and Returns to Schooling, 1992-2002 
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Returns to schooling increased irrespective of changes in the unemployment rate (Figure 1.9) and declines 
in real wages (Figure 1.10). This trend could result from the withdrawal from the workforce o f  individuals 
with low earnings potential or from an increase in the demand for labor in key sectors. Further, returns 
increased while overall schooling levels increased and schooling inequality - measured here as the 
coefficient o f  variation (a relative measure o f  dispersion which relates the mean and standard deviation by 
expressing the standard deviation as a percentage o f  the mean) - decreased (Figure 1.1 1). These facts 
suggest that the returns to education in Argentina may be driven by an increase in the demand for skilled 
labor. 
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Figure 1.10. Real Wages and Returns to Schooling, 1992-2002 
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Figure 1.11. Schooling Inequality and Returns to Education, 1992-2002 (percent) 
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The only common factor during the period under consideration i s  that Argentina maintained an open 
economy (Table 1.2). As economic growth continues to recover in 2005 and beyond, i t w i l l  be important 
to evaluate the extent to which the economy remains open and to observe changes in the demand for 
labor. There i s  international evidence o f  a demand effect for workers with secondary education that i s  
positively and significantly related to trade openness. Also, openness i s  associated with increasing returns 
to education in developing countries (O’Connor and Lunati 1999; Cohen 2001). 

~ 

Period Macro  conditions Demand for labor Returns 
1992-98 Growth, openness, fixed exchange rate Increased for skilled Increased 
1998-00 Recession, openness, fixed exchange rate Reduced, less for slulled Increased 
2001-02 Crisis, openness, devaluation Reduced Increased 

Table 1.2. Macroeconomic Conditions, Demand for Labor and Returns to Schooling 

To explore the extent to which the increases in the returns to schooling over the decade are due to an 
increase in the demand for skilled labor, we analyze the supply o f  educated labor over time. We allow for 
different education types to yield different returns in order to assess whether the increase in the returns to 
education i s  limited to specific s k i l l  groups. As mentioned above, the average level o f  schooling o f  the 
population increased significantly in a short period o f  time. Following Katz and Murphy (1992), we 
divide our data into 64 distinct groups, distinguished by gender, education, and experience. For these 
groups, we calculate the change in supply and in the mean wage in 1992-2002. If the demand for sk i l ls  
remained constant over time, the development o f  wages should be inversely related to changes in supply. 
This simple framework gives an impression o f  the importance o f  demand changes. 

For the period 1992-2002, the relationship between changes in supply o f  skilled workers and changes in 
wages was significantly positive (Figure 1.12). However, while the s i g n  o f  the schooling change variable 
i s  positive and shows that demand for s k i l l s  might have increased over the decade, the coefficient 
estimate for schooling change i s  barely statistically significant, and the overall model does not explain 
much (World Bank). At the very least then, one can say that the demand for s k i l l s  may have increased 
(see also de Ferranti and others 2003). (For applications to other countries, see Fersterer and Winter- 
Ebmer 2003.) 

Figure 1.12. Wage and School Changes, 1992-2002 
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1.4 Screening versus Productivity-High Returns Mostly due to Productivity 

Much o f  the overall rate of return on schooling has been driven by the returns to complete and incomplete 
university education. One could argue that i t  may be screening (or credentialism) that i s  driving returns to 
schooling. This would be the case if employers reward more educated individuals not for their higher 
sk i l ls  but because the credential (for example, university diploma) provides a signal that the individual 
has a higher level of ability than someone without the credential. We undertook a number o f  tests to 
assess the extent to  which screening plays a role in explaining increasing returns to schooling. We do not 
find evidence o f  credentialism or screening. Our results are consistent with those in most other developing 
countries, including the studies reviewed by Heywood and Wei  (2004), and those reported in Mehta and 
Villarreal (2003, 2004) for Mexico. There i s  more evidence o f  screening in higher income, developed 
countries such as Canada and Spain (Ferrer and Riddell 2002; Sanmartin 2001). 

In the case o f  both secondary and university education, the analysis suggests that there i s  a premium for 
completing the level. When the analysis i s  undertaken over time, we find no change in the premium on 
primary education. Returns to complete secondary improved slightly. Furthermore, while the gap in 
returns between complete and incomplete secondary education has increased somewhat, the gap between 
complete and incomplete university has actually decreased. 

When controlling for both levels of schooling and the number o f  years o f  schooling, we find that, while 
returns to completed primary have decreased slightly, returns to each additional year o f  primary schooling 
increased between 1998 and 2002. In contrast, while returns to complete secondary education increased, 
returns to an additional year o f  secondary school decreased during the same period. Returns to complete 
tertiary education increased, and by more than did years o f  tertiary education, an indication o f  possible 
credentialism at the secondary and tertiary levels. 

Figure 1.13. Non-Linearities in Returns to Education 

Years of schooling 2002 

Source: World Bank. 

We also evaluate the impact o f  school dropouts by analyzing year-to-year returns to schooling and look 
for discontinuities in the estimates at years corresponding to the termination o f  levels. Evidence o f  
nonlinearities in returns to education could be seen as “sheepskin effects.” This method provides even 
weaker evidence of any credentialism. No significant increases appear to be associated with years of 
schooling that would represent the attainment o f  a primary or secondary certificate. The only signal that 
there might be credentialism occurs at 17 years o f  schooling, which could be argued to represent the 
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attainment o f  a tertiary education degree (Figure 1.13). Curiously, 15 years o f  schooling represented a 
significant “threshold” in 2002 (but not in 1998). 

Additionally, we test for evidence in support of the “weak” versus “strong” screening hypothesis. In a 
“weak” screening scenario, employers pay higher wages to more educated workers only at the initial 
hiring point - later adjusting them to account for productivity differences among workers -, whereas in a 
“strong” screening scenario, they pay higher wages to more educated workers continuously (Table 1.3). 
Our empirical strategy i s  to split the sample into public and private employment and compare the returns 
by sector o f  employment. The assumption underlying this analysis i s  that in the private sector employers 
have greater flexibility to adjust wages to observed differences in productivity, and thus the returns to 
education would differ between workers with similar demographic and labor market characteristics but 
who work in different sectors (public v. private). 

We find that the returns to an additional year o f  schooling are higher in the private sector, but the rate o f  
change i s  about equal for both sectors between 1998 and 2002. For example, the returns to schooling in 
1998 were around 10 percent and 9 percent in the private and public sectors, respectively. In 2002, the 
returns to schooling in the public sector increased to 10 percent but surpassed 11 percent in the private 
sector. In terms o f  returns to each level of schooling (e.g. primary, secondary, university), we find that 
while in 1998, the returns to all levels o f  schooling except for secondary were higher in the private sector, 
by 2002, the returns to primary and incomplete secondary education were higher in the public sector. Our 
findings thus provide little support to the screening hypothesis (see Table 1.3). 

Table 1.3. Returns to Schooling by Sector of Employment (percent) 

1998 2002 

Source: World Bank. 

1.5 Returns across the Wage Distribution 

Returns to schooling estimated from wage equations using ordinary least squares allows us to estimate the 
mean effect o f  education on wages (Card 1999). However, differences in the returns to education along 
the wage distribution, and not just around i t s  mean, can also be estimated using quantile regression 
methods (Buchinsky 1998). Differences in wages reflect not only differences in education but also 
variation in unobservable factors, including ability and social sk i l ls .  For example, workers at the bottom 
o f  the wage distribution are likely to have little education but also, perhaps, lower ability and related sk i l ls  
that are difficult to measure yet valued in the labor market. Thus, a relevant question i s  whether the 
effects of education are independent of these unobservable sk i l l s  or whether education i s  related too them 
(e.g. compensates for their absence or complements them). If the effect o f  education i s  independent of 
unobservable slulls, then we should find that it i s  the same throughout the wage distribution. However, if 
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education compensates for low ski l ls ,  then we should find a larger effect at the bottom o f  the wage 
distribution than at the top. Similarly, if education complements unobservable ski l ls ,  then we should 
estimate a larger effect at the top o f  the wage distribution (Walker and Zhu 2001). Also, if the expansion 
o f  education participation has drawn more and more from the lower end of  the distribution o f  unobserved 
ski l ls ,  then we might expect to see the returns to education at the l ow  end o f  the distribution fall relative 
to the top. 

We find that, for men, returns are higher toward the upper levels, thus indicating complementarity 
between education and unobservable factors (Figure 1.14). However, the returns at lower levels o f  wage 
distribution have increased over time, and the gap between returns at the top and bottom has narrowed, 
thus leading us  to reject the idea that expansion has brought more lower ability individuals into the system 
and reduced returns to schooling. On the contrary, education i s  becoming a better investment at the lower 
ends o f  the distribution. (For women, returns may be higher at the bottom end, implying that education i s  
to a great extent a substitute for unobserved ability, but this may not be a robust finding since an 
alternative methodology seems to suggest movement in the opposite direction (see Diaz and Santamaria 
2005). Because returns at the lower end of the distribution have increased over time, and the gap between 
the top and bottom has narrowed, we may conclude that education i s  a good investment in Argentina. 
Box 1.2 presents some international findings. 
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Box 1.2. Returns to schooling across the distribution- 
complements or substitutes for ability? 

Returns to Schooling across the Distribution (males) 
Year 1st Deci le 9th Deci le Diff 

Portugal 1995 6.7 15.6 8.9 
Chile 1998 8.3 16.4 8.2 
Austria 1993 7.2 12.8 5.6 

UK 1995 4.9 9.7 4.8 

USA 1995 3.9 7.9 4.0 
Singapore 1998 9.6 13.5 3.9 
Ireland 1994 7.8 10.4 2.6 
Venezuela 2002 8.6 11.1 2.5 
Spain 1995 6.7 9.1 2.4 
Argentina 2002 11.2 13.3 2.1 
Denmark 1995 6.3 7.1 0.8 
Italy 1995 6.7 7.1 0.4 
Germany 1995 8.5 7.5 -1 .o 
Mexico 2002 11.3 9.5 -1.8 
Greece 1994 7.5 5.6 -1.9 

Philippines 1999 15.1 11.3 -3.7 
Ethiopia 1994 20.9 10.4 -1 0.5 

Source: Patrinos, H.A., C. Ridao-Can0 and C. Sakellariou. 2006. 

In most high-income countries, returns to education are higher at the upper ends o f  the wage 
distribution for males (Martins and Pereira 2004). They are higher at the lower end only in 
Germany, Greece, Mexico (Patrinos and Metzger 2004), South Africa (Africans) (Mwabu and 
Schultz 1996) and Venezuela (females) (Patrinos and Sakellariou 2004). That is, for most advanced 
countries, education i s  a complement to ski l ls ,  so the better able receive higher returns. However, in 
a few developing countries, there i s  some evidence that education i s  a substitute for sk i l ls  and 
ability among some groups. 

1.6 Returns to Education for Adults-the Profitability of Lifelong Learning 

An examination o f  the simulated profitability o f  lifelong learning efforts in Argentina shows that, in 
contrast to the average industrial country, the rates o f  return on lifelong learning are substantial at 
the university and secondary school levels for both youths and adults. Simulations o f  the returns to 
lifelong learning (Berlinski 2003) provide insights into the economic incentives for lifelong 
learning in Argentina for youths and adults. Taking into account labor market earnings, informal 
employment, labor force participation, and unemployment, simulated estimates o f  the returns to 
learning for youths and adults are large. 

While differences in average income are revealing, it i s  also important to look at the evolution o f  
earnings over the l ife cycle. Figure 1.15 presents age-earnings profiles for different education levels 
in 2002. Earnings increase over the l i fe cycle, reaching a maximum in the 45-54 age group, falling 
off slightly thereafter. For university graduates, earnings increase faster with age than for less 
educated workers. 
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Returns to lifelong learning - or adult education - are high, regardless o f  unemployment risk. For 
youth, the average rate of return for men between 1998 and 2002 was 10.7 percent without 
unemployment risk and 12.4 percent including unemployment risk. For women, these rates were 
16.1 percent and 18.0 percent. Differences in unemployment risk lead to higher rates o f  return, 
because they reduce the expected net present costs o f  education and increase the expected net 
present benefits in relation to the case with no unemployment. For adults acquiring education at the 
ages o f  30 and 40, returns to university education are high. In the case of tertiary education, the 
results are mixed, but in all cases returns are larger at age 30 than at age 40. 
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Figure 1.15. Log monthly income-age profiles by level of education, 2002 
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Returns to complete secondary education for women and to university education for both genders 
are fairly large. In fact, they compare well to similar estimates for industrial countries (Table 1.4). 
Nevertheless, the benchmark rates for tertiary educated individuals are low and in some cases 
negative. 

I Countrv 

Table 1.4. Benchmark Rates of Return without Unemployment Risk when Attaining 
Education at age 20 in the OECD (percent) 

Secondary University 
Males I Females Males Females 

Canada 
Denmark 
France 
Norwav 

I Australia I na I na I 8.2 I 13.1 I 
-0.1 6.5 4.8 9.9 

4.1 6.1 3.6 4.3 
4.8 11.7 16.5 17.3 
2.9 3.9 12.0 9.6 

Sweden na na 5.5 4.3 

Note: na=not available 

United States I 7.6 I 11.6 

Not surprisingly, rates o f  return on education increase substantially, in many instances doubling, 
when individuals are able to earn at least 50 percent o f  the earnings they were previously earning. 
Thus, a suitable way o f  increasing incentives to withdraw from the labor market and go back to 
school could be subsidizing forgone earnings for a limited period. An alternative policy strategy to 
increase incentives for lifelong learning i s  reducing the length o f  study by  giving individuals school 
credits for their labor market experience. 

8.4 10.9 

However, high returns do not necessarily imply that everybody w i l l  be equally compelled to pursue 
postcompulsory education. In fact, attendance rates are significantly higher for youths with higher 
parental income. The positive association between parental income and school attendance could be 
due to: constraints on individuals from low-income families stemming f rom lack o f  private savings 
and prohibitive costs o f  capital for loans to attend postcompulsory education; the reflection in 
present income o f  longer term permanent differences in families and individual school readiness 
which determine postcompulsory school attendance; and lack o f  information among individuals 
from low-income families and a preference for a low-skill/low-risk job instead o f  facing the risky 
prospect of acquiring further education. We do not know o f  any attempt to look at which of these 
factors may better explain why low-income families have lower rates o f  attendance to post- 
compulsory education in Argentina. However, this type o f  research should be the cornerstone of 
any policy attempt to foster equitable and efficient opportunities for l i felong learning in Argentina. 
In Box 1.3, various programs around the world to foster lifelong learning are described. 
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Box 1.3. Lifelong learning Approaches throughout the World 

Learning beyond the core competencies i s  funded two ways: cost-sharing schemes and subsidies. Most 
countries use a variety o f  instruments. Cost-sharing for vocational and tertiary programs can promote efficiency, 
but without other policy measures such a system largely excludes the poor. Innovative cost-sharing schemes 
such as income-contingent student loans and human capital contracts are currently largely conceptual. Most 
cannot be implemented in many countries for lack o f  necessary institutional arrangements. Effectively targeted 
public subsidies can promote equity, but they may not be sustainable on a large scale. A s  learners pursue 
learning across their lifetimes, they wi l l  require more flexible financing options. A package o f  financial aid for 
each learner consisting o f  financial grants and a voucher (means-tested), some student loans, and some expected 
private contribution from the learner, her parents or both, holds great potential for meeting lifelong learning 
needs. The importance o f  each o f  these elements would vary over the learner’s lifetime. 

Incentive programs for keeping youth i n  school have been tried and are being used in developing countries. 
Brasilia had a school savings program - a complement to i t s  Bolsa Escola program - that created an incentive 
for staying in school. The school savings program deposited money into the account o f  each chi ld whose family 
i s  a beneficiary o f  the scholarship program if the child i s  promoted to the next grade. Ha l f  o f  the amount 
deposited can be withdrawn when the child reaches the fifth grade. Withdrawals can be made again upon 
successful completion of the eighth grade and secondary school. In Mexico, the Government recently 
introduced Jdvenes con Oportunidudes, a credit program that rewards scholarship recipients for staying in 
school, and upon graduation the beneficiaries may use their credits to finance further study. 

Individual learning accounts (ILAs) encourage savings for education while providing vouchers to people 
interested in pursuing training. An ILA i s  a base amount o f  resources set aside for an individual to use for 
learning. I L A s  can be used to develop knowledge, skills, and abilities that increase their human capital. In the 
United States, individual development accounts ( IDAstded ica ted  savings accounts simi lar  in structure to 
Individual Retirement Accounts-can be used only for education, job  training, capitalizing a small business, or 
purchasing a first home. The accounts are managed by  community organizations and held at local financial 
institutions. Contributions for lower-income participants are matched using both private and public sources. 

Canada’s LeardSave program stresses the role o f  savings for financing lifelong learning. Under the program, an 
individual’s contributions are matched by the state in a ratio o f  3 to 1. The maximum amount an individual can 
save i s  about $3,750 a year. Program participants can use the funds in the account for learning activities or for 
capitalizing a small business. LeardSave targets low-income families. One o f  the interesting features o f  
LeardSave i s  the evaluation program used to assess its effectiveness. The evaluation, to be conducted by  an 
independent research organization, wi l l  draw on surveys o f  more than 4,600 learners 18, 36, and 54 months 
after the initiation o f  the program. The study w i l l  compare the results among people who received only financial 
support, people who also received other kinds o f  support, and a control group. 

The United Kingdom government launched the Child Trust Fund, a savings and investment account for al l  
children born on or after 1 September 2002. The government w i l l  start the account with a gif t  o f  $375 
(equivalent) and wi l l  make a further contribution when the chi ld i s  seven. I t  i s  a long-term savings account and 
the child w i l l  not be able to access the money until reaching the age o f  18. An account i s  opened with a voucher. 
Only the child can withdraw the money upon turning 18, and no tax i s  paid on income and gains in the account. 
A maximum o f  1800 each year can be saved in the account by  parents, family or friends. 

An idea worth pursuing i s  the subsidylloan package. This kind o f  program allows learners to save and invest in 
their human capital and it meets the financing needs o f  people at different stages in the learning cycle. A 
package to encourage lifelong learning through sustainable mechanisms would consider the interaction between 
motivation for learning and financing needs. The focus would be on motivating learners to acquire productive 
sk i l l s  throughout the l i fe cycle. Subsidies would play a larger role for low-income learners, and loans would be 
more important for higher income groups. The idea i s  to facilitate and encourage the accumulation o f  savings 
and assets while increasing incentives to invest in education. The role o f  the government as a provider o f  
information would become critical to ensure effective decision making. 

Source: World Bank 2003; www.childtmstfund.nov.uk 
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2. 
and Training 

Skills for the Labor Market: The Role of Vocational and Technical Education 

In the previous chapter, we documented the high returns to education in Argentina. We also 
discussed an analysis o f  the returns to lifelong learning, which showed that even for adults, 
education yields returns in the labor market. In this chapter, we explore the lifelong learning 
opportunities for adults in Argentina. In particular, we focus on the sk i l l s  building role o f  vocational 
and technical education as well as on-the-job training. 

In Argentina, provincial governments have policy-setting authority over vocational training and in- 
firm training, but the private sector plays a dominant role in providing worker training. The 
national government, in turn, carries out training programs for the most vulnerable groups. 

Although our focus in this chapter i s  on formal training opportunities in the workplace, most 
accumulation o f  human capital post-schooling occurs informally on the job and not through explicit 
training programs. Indeed, the missed opportunities for informal training at work by doing and 
observing others are one the reasons why unemployment among young school leavers i s  an issue of 
concern. 

Further, a large gap in volume and quality o f  training exists between small and medium enterprises 
(SMEs) and large enterprises, with the latter allocating resources to training activities by using their 
own personnel and short-term external instructors as training providers, while the former rarely 
provide their workers with training (Kritz 2003). Given that SMEs  account for 69 to 78 percent o f  
employment and 61 percent o f  production (World Bank 2002) and that workers in SMEs are often 
low-wage earners with low levels of education, fostering training in S M E s  would greatly contribute 
to raise the sk i l l s  o f  the Argentine labor force, thus generating more equitable economic growth. 

2.1. Institutional Framework for Vocational Training 

Vocational and technical education and training (known as Formacidn Tkcnicu Profesional, FIT) 
involves the delivery o f  technical ski l ls ,  including both general technical labor market s k i l l s  and 
specific qualifications that are not available in formal education sector (Hernandez 2003). Also, the 
system provides different services and activities to address the knowledge needs o f  a diverse group 
o f  individuals defined by their integration in the labor market. 

The provision of vocational training services i s  divided into two main systems: (1) formal education 
(secondary technical education and nonuniversity tertiary technical education) and (2) nonformal 
“professional” training. Formal technical education includes careers linked to a broad set of 
technical areas and i s  associated with a diploma or other formal credential (secondary, tertiary). In 
contrast, nonformal training aims to provide qualifications in very specific sk i l ls  recognized by the 
labor market in the short term. 

Vocational training services constitute a complex institutional framework. They are offered by a 
wide range o f  institutions, including publicly financed (by national or provincial governments), 
private institutions that are subsidized by the public sector, public and private associative 
institutions, and private unsubsidized institutions (Table 2.1). 
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Table 2.1. VocationaVTechnical Education and Training in Argentina 

System 

Formal 
education 

Nonformal 
education 

Provincial governments 

Secondary level with technical 
orientation 
- Secondary technical 

(traditional structure) 
- Polimodal with Trayectos 

TCcnicos Profesionales 
( T V )  

Technical tertiary non- 
university institutes 

Training centers 
(Centros de Formacidn 
Profesional) 

National government 

Programs in the Social 
Development Sector: 
- Training component of 

Jefas y Jefes de Hogar 
(2002-today) 

Programs in the Labor/ 
Employment Sector: 
- Proyecto Joven (1994- 

- Talleres Ocupacionales 

- CrCdito Fiscal (1 996- 

2001) 

(1995-2003) 

today) 

Other 

Higher Technical 
Institutes (ITECs) 

Private training 
institutes 
- Private academies 
- Training centers 
managed by 
workers unions, 
nongovernmental 
organizations 

Source: Staff compilation, World Bank. 

Provincial governments in Argentina have authority over service provision, financing, regulation, 
and supervision of all non-university education in both public and private institutions. This includes 
formal vocational and technical education-upper secondary technical (Polimodal, three years) and 
technical tertiary nonuniversity level (three to four years)-and nonformal training (professional 
training centers). Provincial financing responsibilities include paying for teacher salaries, school 
maintenance, and infrastructure; managing staff assignments; supervising personnel; and tending to 
the general administration and management o f  the system. In the case o f  private institutions or 
nongovernmental organizations (NGOs), provincial governments usually partially or totally finance 
the salary scheme but not capital investments. 

Since 1998, in the context o f  the Higher Education Law (Ley de Educacidn Superior), the national 
government has promoted the creation o f  Higher Technical Institutes (ITECs) in the provinces 
(postsecondary technical education and short sk i l l s  programs recognized by the labor market) and 
has financed the infrastructure cost o f  ITECs. The local governments, in turn, finance recurrent 
costs associated with the ITECs. 

During the 1990s, the national government introduced several training programs aimed at providing 
training to specific groups (Proyecto Joven, Talleres Ocupacionales) or at giving companies 
incentives to train workers (Crkdito Fiscal). The Fiscal Credit Regime (Crkdito Fiscal) has two 
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national programs: (1) Fiscal Credit Regime for Training, a program that provides financial support 
to SMEs through the reimbursement of a percentage o f  their expenditures on human resources 
training via a tax credit certificate; and (2) Fiscal Credit Regime for Technical Education, a 
program through which the Ministry of Education seeks to finance training projects that link the 
human resources training provided by companies and the procurement o f  equipment by the 
participating training entities. 

Today, the main national training program i s  a component o f  the Jefas y Jefes de Hogar program, a 
large national workfare program launched in 2002 as a social safety net in the aftermath of the 
crisis. Later in this chapter, we devote a section to reviewing this training program as a promising 
mechanism for reaching the poor. Finally, a number o f  private institutions offer courses in a wide 
range o f  specialties, curricula, and duration. These institutions are not regulated by the national or 
provincial governments, and little information i s  available about them. However, the National 
Institute for Technical-Professional Education (Znstituto Nacional de Educacidn Tkcnico- 
Profesional, or WET) has been charged by the current administration with the task o f  establishing 
some national guidelines and a regulatory framework for technical-vocational education in 
Argentina. 

2.2. Inequality in Access to Training: Most Takes Place in Leading Enterprises 

In Argentina, on-the-job training opportunities are generally limited to the minority o f  workers in 
formal employment. Including employers and the self-employed, the private formal sector 
comprises 43 percent o f  employment. Registered salaried workers in private firms make up only 25 
percent o f  the labor market. In contrast, informal workers comprise 34 percent o f  total employment, 
excluding those enrolled in workfare programs (8 percent). Intermittent workers, whose 
unemployment rate i s  37 percent, compose almost 18 percent o f  the labor force. 

Not only does the formal private sector not compose the major part o f  the labor market, i t s  size has 
also been reduced by the economic crisis. Since 1998, i t s  share o f  total employment has fallen 6 
percentage points; this loss was composed mostly o f  registered salaried workers. Informal 
employment, on the contrary, has kept i t s  pre-crisis size. 

Access to training i s  related to socioeconomic background. While individuals in low-income and 
lower middle-income households comprise 52 percent of the working age population, 8 1 percent of 
these individuals have never taken a training course and o f  the 19 percent who have, one third took 
i t  more than five years ago. 

Access to training i s  also related to educational attainment. As mentioned previously, adults who 
have not completed secondary school constitute 45 percent o f  the working age population. Among 
workers with less than secondary education, only around 20 percent took at least one training 
course over the last five years, as compared to 26 percent o f  secondary school graduates, 62 percent 
of workers with some tertiary education, and almost 70 percent o f  workers with complete tertiary or 
university education (see Table 2.2). 
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Table 2.2. Access to Training and Skills by Education Attainment 

At least 1 training course last 5 years 
Has computer s k i l l s  
Has English language sk i l l s  

Incomplete Complete 
Primary Secondary tertiary/ tertiary/ 

university University 
6.3 14.2 26.2 61.8 69.7 
0.9 10.4 33.3 68.4 67.2 
0.0 5.2 20.8 44.1 55.5 

Incomplete 
secondary 

~ 

Source: Kritz 2003 

I Occupation category 

Directors and top managers 

Mid-level managers 

Senior employees and technicians 

Finally, access to training, even among formally employed workers, depends greatly on whether the 
individual works in a large as opposed to a small or medium enterprise (SME). Recent labor 
productivity growth in the largest f i r m s  has been the result o f  a strong investment effort, not only in 
technology but also in human capital. Training on a regular basis throughout the various levels of 
these organizations goes hand-in-hand with technology and management innovation. 

Average Maximum and minimum 

Communications: 70 hours 
Pharmaceutical industries: 8 hours 
Financial services: 39 hours 

High tech: 50 hours 
Pharmaceutical industries: 8 hours 
Financial services: 20 hours 

53 High tech: 80 hours 

44 Capital goods: 51 hours 

44 High tech: 50 hours 

A survey o f  200 leading f i r m s  especially conducted for this study confirms the relevance o f  quality 
training efforts (Kritz 2003). Around 50 percent o f  these large f i r m s  have a regular training 
program for their workers, and an additional 33 percent carry out occasional training activities. 
Companies offer a variety of training activities and often combine various types o f  training courses. 
The most common are short-term courses (90 percent) and on-the-job informal training (55 
percent). On average, Argentina’s leading f i r m s  allocate 42 hours or 2.3 percent o f  annual working 
time to training activities (Table 2.3). A worldwide survey conducted by the International Labor 
Organization (EO) suggests that this effort i s  equivalent to that o f  more advanced economies. 
Respondents in Europe reported 49 hours per eligible employee. I t  should be remembered, 
however, that these are labor force averages (that is, including employees o f  small and medium 
companies) while those of Argentina refer only to leading corporations. Given that on-the job 
training i s  more intense in larger enterprises, i t  i s  l ikely that this effort i s  less intensive than that o f  
comparable corporations in more advanced economies. 

Table 2.3. Number of training hours b y  occupation category 

Administrative personnel 

1 Mass consumption: 50 hours 
Pharmaceutical industries: 8 hours I Financial services: 18 hours 

I Chemical industries: 50 hours 

I 

36 

I Public utilities: 48 hours 
Pharmaceutical industries: 8 hours 

1 Financial services: 18 hours 
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Production workers 

Sales and customer service personnel 

Communications: 55 hours 
Chemical industries: 52 hours 
Pharmaceutical industries: 8 hours 
Mass consumption: 23 hours 
Communications: 67 hours 
High tech: 60 hours 
Pharmaceutical industries: 8 hours 
Mass consumption: 23 hours 

40 

40 

Leading firms use a variety of resources for training, though commonly they use their own 
personnel and short-term external instructors. Training centers, technical institutes, and universities 
are also used, though less frequently, by leading f i r m s  to train their own staffs. Some innovative 
programs for training are being implemented by leading firms, such as e-learning in Argentina’s 
Banco de Galicia (see Box 2.1). 

Box 2.1. E- Learning at Argentina’s Banco de Galicia 

Banco de Galicia y Buenos Aires (www.bancogalicia.com.ar) i s  Argentina’s largest private bank. Through 
more than 250 offices, the bank offers loans to businesses and individuals. I t  also provides consumer, 
corporate, and investment banking; insurance; risk management; and credit and debit cards. The bank has 
subsidiaries and offices in neighboring countries, as well as in New York and London (www.hoovers.com). 
The bank employs 4,000 people. Before the current economic crisis, the bank invested 2 to 3 percent o f  
revenues on training; today i t  invests only half  that amount. However, two years ago the bank began 
developing an e-learning system that i s  functioning today. I t  has a different curriculum to fit the profile for 
each job. While it i s  a distance learning program, there i s  some face-to-face instruction. The system contains 
certification o f  knowledge and evaluation. For each task, once the employee completes a module, their work 
i s  certified. If they do not obtain the certification, then they are not authorized to perform the task on their job. 
So far, 200 hours of on-line learning content has been developed, with the assistance o f  Accenture. 

Source: Interview with Enrique Beherends, Director of Human Resources, Banco de Galicia. 

Regular assessment of training outcomes i s  not a common practice. Less than one fourth o f  leading 
f i r m s  providing training have a corporate system to evaluate i t s  impact on employee productivity. I t  
i s  not clear why assessment i s  so uncommon. Top management at some f i r m s  may simply assume 
that training has a positive impact. Some managers argue that, with the possible exception o f  
production workers, there are no accurate methods for measuring the return on investment in 
training. Fostering a culture o f  evaluation o f  training programs could help improve program design 
and implementation, and thus may contribute to increase the impact o f  on-the-job training on 
productivity. 

2.3. Training in Small and Medium Enterprises 

There i s  growing concern about the role o f  training in small and medium enterprises, as SMEs 
represent a significant share o f  employment and production. Across the world, many governments 
have devised policies to support training in SMEs. There are many arguments that justify 
government intervention to foster training in small and medium enterprises. For example, i t  i s  
argued that the social returns o f  S M E  success exceed the private returns to individual companies. 
S M E  success i s  said to reduce concentration o f  economic power, and thus reduce inequality, by 
broadening the base o f  private sector participation. In addition, i t  i s  argued that it raises equity in 
the distribution o f  income (Levy and others 1999). 
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In the 1990s, the number o f  training programs to support SMEs substantially increased. Today, 
according to the Secretariat o f  Small and Medium Enterprises, Argentina has about 300 programs 
and credit lines to support SMEs. Despite this growth of training and technical assistance programs 
in the 1990s, however, relatively few SMEs have access to training and consulting services. 
Although there were some successful national programs to foster training in SMEs, most o f  them 
have played a minor role in improving productivity or expanding employment opportunities. For 
example, in 1996, only 24,000 persons registered at the Proyecto Joven sixth opening, and only 
1,600 registered for Aprender, while the unemployment rate reached 17 percent and more than 2 
mill ion people were jobless (Marshall 1997). 

On the supply side, the Argentine Technology Fund (Fondo Tecnoldgico Argentino, FONTAR) was 
created in 1996 to provide financing and technical assistance to f i r m s  engaged in developing and 
adapting new technologies. Also in 1996, the National Agency for Science and Technology 
Promotion (Agencia Nacional de Promocidn CientljFica Tecnologia) was created in an effort to 
coordinate various existing and new training programs. Concerned about duplication, the Ministry 
of Labor led a centralization effort to concentrate decision making within the organization. The 
Secretariat o f  Small and Medium Enterprises (Secretaria de Pequelias y Medianas Empresas, 
SePyME) was created and charged with consolidating many o f  the existing SME assistance 
programs. 

In spite o f  these efforts, training in SMEs continues to be relatively scarce. Increased coordination 
and effective incentives for training in SMEs could enhance access to training for workers in SMEs, 
thus contributing to increase productivity and equity. 

2.4. Reaching the Poor: Training Component in Jefas y Jefes de Hogar Program 

The Jefas y Jefes de Hogar program, a large national workfare program was launched in 2002 as a 
social safety net in the aftermath o f  the crisis. In 2003, at i t s  peak level o f  coverage, the number o f  
program beneficiaries reached almost 2 million. Since then, the number of beneficiaries has 
declined an average o f  20 percent. Program beneficiaries have less than 8 years o f  education, on 
average, as compared to almost 11 years in the population o f  18-65 year-old active adults. 
Beneficiaries’ total household and per capita income are less than half the corresponding mean 
incomes o f  active adults in Argentina. Participants are required to work or engage in 
training/education activities a minimum of  20 hours a week in exchange for a cash transfer. So far, 
the training component o f  the program i s  available in only 8 provinces and the city o f  Buenos 
Aires. 

A very small share o f  beneficiaries has enrolled in training courses. Between September 2003 and 
June 2004, the total number o f  beneficiaries who took advantage o f  the training opportunities in the 
program was 32,183, o f  which 20,000 were completing their basic education. However, a recent 
survey carried out in 6 provinces (accounting for about 60 percent o f  total beneficiaries) found that 
66 percent of beneficiaries expressed interest in continuing their formal studies, and 80 percent said 
they wanted to take training courses. 

The training component o f  the program was organized in flexible education modules so that 
participants can access training conveniently. Importantly, the education completion component 
generates opportunities for beneficiaries to complete the primary and secondary levels. The training 
component i s  based on general and specific curricula with a professional training track in local 
productive activities. I t  promotes activities that are tailored to the needs o f  beneficiaries (e.g., their 
socioeconomic level, previous knowledge), to enable them to find jobs and meet the demands o f  
their local labor markets. 

26 



Given the improvement in macroeconomic conditions, the Government o f  Argentina has decided on 
a transition strategy for the Jefus y Jefes de Hogur program to transform it into less of an 
emergency safety net and more of a program leading to employability and, therefore, to reducing 
income inequality in Argentina. The Ministry o f  Labor would continue to administer the Jefus y 
Jefes de Hogar program, but would increase i t s  efforts to help as many o f  the remaining 
beneficiaries as possible find employment. Central to the Ministry’s efforts i s  the development o f  a 
national network o f  employment services. These offices would provide personalized services to 
program participants, and on demand, to other unemployed individuals or those seelung a better 
job, including labor orientation, job search support, and labor intermediation services. These 
offices would also link participants to expanded opportunities to complete their basic education, 
and selectively, undertake other training. At the same time, the Ministry o f  Labor would assist in 
restructuring some workfare activities with the aim o f  helping improve the employment prospects 
for beneficiaries. 

The transition o f  Jefus y Jefes de Hogur into a program that focuses on facilitating employability 
w i l l  require a better and more focused training program for participants. Given that rates o f  return 
to education are so high, secondary school completion should be a priority, particularly for 
beneficiaries o f  this program who tend to come from very disadvantaged backgrounds. Learning 
from international experiences in facilitating alternative paths to ensuring that adults who have not 
completed secondary have access to training need to be developed, such as the General Equivalency 
Diploma (GED) in the United States, can be very useful for Argentina (see Box 2.2). 

Box 2.2. International Efforts in Adult Training 

In the United States, about one in seven high school “diplomas” awarded i s  a GED credential. Research 
has shown that for high school dropouts, acquisition o f  a GED credential can have a substantial impact on 
earnings (Tyler, Murnane and Willett 2000), primarily due to a “signaling” effect. Given that gaining 
information about the future productivity potential o f  j ob  applicants can be a difficult and expensive 
enterprise, employers appear to value the GED as a signal o f  unobservable or costly to observe productive 
attributes. As a result, secondary school drop outs who use the GED to ‘signal’ higher levels o f  
motivation, maturity, commitment to work, or other productive attributes tend to have higher earnings 
than drop outs who lacked the signal (Tyler 1998). 

A recent review o f  the international experience in training programs found that training programs in 
developing countries work best when they are on the j o b  and include active employer involvement. 
Further, employment services, such as counseling, placement assistance, j ob  matching and labor 
exchanges generally have positive effects on the post-program employment and earnings o f  participants 
(Betcherman, Olivas and Dar 2004). 

Targeting efforts for beneficiaries o f  Jefus y Jefes de Hogar to complete secondary schooling and 
access further training can be a promising way of reducing income inequality in Argentina and 
fostering economic growth. The research on economic rates o f  return to secondary school 
completion presented in the previous chapter indicates that these are high and have increased over 
time, while the earnings o f  secondary school dropouts have remained stagnant. 
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2.5. International Practices in Vocational and Technical Training 

Vocational and technical training systems vary substantially by country. Many developed countries 
have a strong tradition o f  promotion of vocationalhechnological education and training. 
Government agencies, national research bodies, universities, public and nonprofit organizations, 
and private companies are among the key elements in technology development and dissemination. 
Given that SMEs play a major role in economic growth in each country and constitute an important 
source o f  new jobs, governments tend to focus on technology diffusion programs for SMEs. There 
are differences in each country’s system between academic education and vocational training and 
also between the various forms of vocational training. 

Training in Industrialized Countries 

In Commonwealth countries such as the United Kingdom, Australia, and Canada, where the 
majority follow an academic pathway, on-the-job training i s  the dominant practice. In continental 
Europe, including Germany, Austria, the Netherlands, Denmark, and France, where vocational 
education i s  dominant, apprenticeship and school training coexist. 

The United Kingdom tried a number o f  successive schemes for supporting training for SMEs, such 
as the Small Firm Service and Training and Enterprise Council (TEC). In 1988, the central 
government established local Training and Enterprise Councils (TECs) in England and Wales, and 
Local Enterprise Councils (LECs) in Scotland. The primary role o f  the TECs and LECs i s  to 
identify and meet local training needs. They also encourage employers to invest in their workforce, 
to assess the local labor market, to identify opportunities, and to coordinate activities for local 
training, enterprises, and business growth. 

The combination of general and vocational education i s  facilitated by the variety and diversity o f  
qualifications on offer in most colleges in the further education sector and in schools. Traditionally, 
schools have concentrated on academic provision, while colleges have concentrated on vocational 
education and training. Since the 1960s, however, colleges have offered full-time academic 
programs and schools have introduced vocational courses. This has led to competition between 
schools and colleges for full-time students in the 16 to 19 year age range (OECD 1998). 

The United Kingdom also emphasizes partnerships, public-private, as well as between large firms 
and SMEs, and collaboration among SMEs in supporting technology diffusion. For instance, in the 
1970s local authorities built Local Enterprise Agencies as public-private partnerships to transfer 
expertise and know-how to SMEs, while the central government had a Small Firm Service 
combining counseling with information. There are also some innovative initiatives in the private 
sector (see Box 2.3). 
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Box 2.3. Barclays Bank Promotes Staff Training 
~ 

Barclays, the United Kingdom-based banking group, gives staff &150 each in i ts  efforts to pull them into 
training to learn, rather than push them into training. The funds can be used for any kind o f  training. The 
program has proved a successful initiative in the bank’s efforts to promote training for i t s  staff. Encouraging 
employees to participate in corporate training programs i s  something many companies struggle with. Too 
often, employees feel overwhelmed by  their workload and are reluctant to take on what they see as an 
additional chore. Barclays’ approach has been to treat learning as something fun, easily accessible, and not 
necessarily work related. Considerable resources have been spent on working out how best to market i t s  
learning programs among its staff. The bank recently won an award in the marketing category. Barclays has 
set up a number o f  innovative ways for staff to access training programs. For example, laptops loaded with 
requested learning content can be delivered to employees anywhere in response to a phone call. The Barclays 
University library contains more than 7,000 books, videos, audios, and CDs that can be ordered and sent to an 
employee’s workplace. 

I Source: Sarah Murray, “Let’s make it attractive and sexy: The Barclays Experience,” Financial Times, June 25,2002. I 

Another example i s  Australia, where public technical colleges operated by state governments 
(technical and further education, TAFE) have been the major providers for post secondary 
vocational education. Therefore, measures the Australian government took to improve flexibility of 
training provision are worth a look. 

As in other high-income countries, i t  i s  not the public sector but industry that makes important 
decisions on providing training services, including developing new accreditation procedures, 
encouraging new training providers, and operating a certification system. However, this neither 
means that the role o f  the public sector i s  getting smaller, nor that i t i s  better for the private sector to 
provide all training. Demand for vocational and technical training i s  enormous, and governments 
and the public sector have to meet some parts o f  that. 

The Australian National Training Authority (ANTA), consisting o f  the federal and state 
governments, employers, and labor unions i s  another example o f  joint responsibility for the 
development o f  a nationwide system o f  vocational training assessment by both the public and 
private sectors. In 1996, Australia allowed employers to buy training from whatever suppliers seem 
most appropriate to them, instead o f  having funds go automatically to government-funded 
providers, including TAFE. The governments provide the financing up to a given maximum, 
regardless whether the training i s  public or private. 

Training in Developing and Middle-Income Countries 

While high-income countries have developed various training systems for more than two or three 
decades, middle-income countries began reforming their Vocational Education and Training (VET) 
systems comparatively late, in the 1990s. Some Latin American and Caribbean (LAC) countries, 
such as Chile and Brazil, introduced new training programs. Several Asian countries, such as 
Malaysia (1992), China (1993), and Korea (1993, also started to introduce an incentive system o f  
voluntary training in the 1990s. These countries ran into hardships in the 1980s and 1990s because 
o f  economic recession and crises. Although some VET systems had trained skilled workers and 
showed good performance for the last few decades, they needed to reform the schemes. The VET 
system was asked not only to increase s k i l l  levels, but also to  create employment. 

A few developing countries have successfully reformed their VET systems, even though i t  i s  too 
early to tell whether reforms in developing countries can succeed in increasing the efficiency and 
effectiveness of their VET systems. This i s  because there are a number of prerequisites for a strong 
VET system such as a well-developed administrative organization, an efficient financial system, 
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and a negotiation culture to mediate conflicts and reach agreements between employers and labor 
unions. 

For example, Korea introduced an incentive system o f  voluntary training with a Job Ski l l  
Development Program (JSDP) and an Employment Insurance System (EIS) in 1995. EIS consists of 
four programs: (1) the Employment Stabilization Program; (2) the Job Sk i l l s  Development 
Program; (3) Unemployment Benefits; and (4) Maternity and Parental Leave Benefits. This 
program encourages employers and employees to participate in training with financial support. 
While the old levy system took the government-dominated and supply-driven approach, the new 
JSDP adopts a private sector-initiated and demand-oriented approach. 

However, SMEs s t i l l  did not participate in the training o f  their workers under JSDP, even though 
the total number o f  f i r m s  and workers participating in training increased. In 2002, the participation 
rate o f  SMEs in JSDP was five percent, while that o f  large firms with 300 and more workers was 78 
percent. Thus, in 2001, another project, Small Business Training Consortium (TC), was proposed 
by the Chamber of Commerce and Industry with government subsidy. This project was proposed by 
the Busan Chamber of Commerce and Industry (CCI) with a grant from the Asia-Europe Meeting 
(ASEM) and a government subsidy. 

Several innovative strategies make this project attractive. First, it started with a private sector-led 
initiative to promote cooperation and self-help among SMEs with financial support by many 
national and international partners. Government agencies and SME associations are wil l ing to 
provide technical and financial assistance, and public training institutions and large enterprises also 
participate in the TCs. As a result, partnerships for training were established between chambers, 
government agencies, training institutions, and academia. I t  also helps organize SMEs into groups 
intended to build trust and, ultimately, demand for training services. 

Second, this project allows market forces to work through the competitive selection o f  training 
institutions suitable to individual SME needs. In the Korean T C  project, three public training 
institutions participated in the TCs through open competitions. 

Third, this project was introduced as a pilot and was later expanded on a national scale. This type o f  
implementation strategy can reduce the risks associated with introduction o f  a new program as well 
as provide opportunities to improve program design before i t s  implementation i s  universal. 

Finally, this SME Training Consortium project demonstrated that once SMEs were given adequate 
organizational and technical assistance, in addition to the financial incentives, they were wil l ing and 
able to make investment in their workers and were able to  improve their productivity efficiently and 
in a sustainable manner (Lee 2004). 

2.6. Improving vocational education and training in Argentina 

In this chapter, we reviewed the vocational education and training system in Argentina, and 
documented the shortage o f  training taking place in SMEs. Because SMEs account for a large 
share o f  low-skilled, low-wage workers, fostering training opportunities in SMEs can have a large 
impact on economic growth and equity. In contrast, we found that the leading f i r m s  in Argentina 
are relatively advanced in the provision o f  training and diversification o f  sources o f  training that 
they offer their employees. 
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We have seen that access to training in Argentina i s  unequal. A minority o f  workers - formal 
workers, workers with higher levels of education, workers from higher income backgrounds, and 
workers in leading enterprises - have much better access to training than do the majority o f  
workers, who tend to be less skilled and work in the informal sector. On the job training 
opportunities are generally limited to the minority o f  workers in formal employment, a share o f  
total employment that has declined in the aftermath o f  the crisis. Access to training i s  also related 
to socioeconomic background, educational attainment, and firm size, thus increasing inequality. 

The Jefas y Jefes de Hogar  program can provide a channel to raise secondary school completion 
rates and skil ls, and thus employability, among the most poor and unskilled. The restructuring o f  
this important workfare program provides an opportunity to design more effective training 
programs that are better targeted to the poor and unskilled, which could have a strong impact on 
employment, productivity, economic growth and equity. 
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3. Education Quality 

/Upper middle income 63.4 93.2 68.6 

In the previous two chapters, we found that labor market returns to education in Argentina are very 
high, and that workers with low sk i l l s  levels are penalized in the labor market both in terms o f  
employability and wages as well as by enjoying limited opportunities to receive further training on 
the job. Hence, today’s s k i l l  distribution (and access to skill enhancement) i s  unequal and 
contributes to the existing high income inequality in Argentina. In this section, we turn to the sk i l ls  
that students learn while in the formal education system. To  what extent do students in Argentina’s 
schools have access to the basic sk i l l s  now needed to access good jobs, retain them, and earn 
increasingly higher wages? To what extent i s  there inequality in student achievement across schools 
and regions? What student, school and community-level variables influence both school quality and 
i t s  distribution? Finally, how can information from student assessments be best utilized by the 
national and provincial governments o f  Argentina to influence school practices, so as to raise 
school quality for all children? These are the questions addressed in this chapter. 

5.2 

In the last few decades, Argentina has made great progress in expanding access to primary and 
secondary edu~at ion.~ Today, i t  has one o f  the highest rates of access to primary and secondary 
education in Latin America. Nevertheless, the nation’s education system continues to exhibit 
relatively low coverage in preschool, high repetition rates in primary and secondary school, and 
relatively high age-by-grade distortion and dropout rates, especially in secondary education (Table 
3.1). 

Table 3.1. Education Indicators for Argentina and Selected Comparison Countries, 2000 

For an analysis of access to education in Argentina during the last decade, see Bertranou (2002). 
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In 1993, Argentina launched a large education reform which transferred national secondary schools 
and tertiary education institutions, including teacher training institutes that were s t i l l  administered 
by the central government, to provincial authorities. One o f  the major objectives o f  this reform was 
to bring school decision-making to the local level, in the belief that this would increase efficiency 
(Llach and others, 1999). With this transfer, provincial governments became responsible for the 
administration o f  education institutions at all levels, with the sole exception o f  un i~ers i t ies.~ A t  the 
national level, there i s  a Federal Council o f  Culture and Education (Consejo Federal de Cultura y 
Educacidn) which i s  formed by the Ministers o f  Education o f  each jurisdiction and the National 
Minister o f  Education. Though each jurisdiction has autonomy over policy setting in education, the 
Council meets regularly to plan and coordinate education policy-making. 

The 1993 reform also involved a restructuring o f  the basic (preschool and elementary) and 
secondary education systems and an increase in the number o f  years o f  mandatory schooling, from 
seven to ten years. The new system consists o f  one year o f  early childhood education (age 5), 
followed by three general education cycles o f  three years duration each (EGB1, EGB2, EGB3), and 
an upper secondary school cycle of three years (Pol imod~l ) .~  The mandatory years o f  education 
include one year of pre-school and the years comprised in EGB1, EGB2 and EGB3. 

At the same time Argentina established for the f i rst  time a system for monitoring the quality o f  
education, f i rst  called Sistema Nacional de Evaluacidn de la Calidad Educativa (SINEC) and later 
named the Operativo Nacional de Evaluacidn, or ONE. The assessments were set up to measure the 
knowledge obtained by students as they progress through the primary and secondary education 
systems. Children in the 3rd, 6th and 7th grades are evaluated in language and mathematics skil ls. 
Assessments have been administered in 1997, 1998, 1999 2000, and 2001. However, due to the 
financial and political crisis that Argentina faced beginning in 2001, the latest year’s results have 
not yet been made available to the public. 

Researchers have used national assessment data to analyze the impact o f  the decentralization reform 
on student performance in public schools. The findings from this research suggest that, on average, 
decentralization improved the performance o f  public school students in test scores (Galiani and 
Schargrodsky 2001). However, the impact o f  decentralization on public school students’ 
performance seems negative for schools located in poor areas or in provinces with weak 
administration (Galiani, Gertler and Schargrodsky 2005). This research supports the theoretical 
hypothesis that areas with effective administrations and populations that have enough voice to 
defend their preferences, decentralization can improve the provision and benefits o f  education and 
other public services. In contrast, decentralization can result in less effective education services in 
areas with weak administration and populations that are not successful in voicing their preferences. 
Galiani, Gertler and Schargrodsky (2005) argue that education decentralization in Argentina has 
helped the good get better and made the already disadvantaged worse off. Such growing 
educational inequality i s  an issue o f  concern, as it contributes to  increased inequality in labor 
market outcomes. 

Argentine universities are autonomous, meaning that their administration i s  independent from the national 
or provincial executive governments. However, there i s  a central Secretariat o f  University Policies (SPU) 
located at the national Ministry o f  Education that i s  responsible for setting university policy and determining 
resource allocations to universities. 

The extent to which the reform has been implemented varies widely between provinces, and the Provinces 
of NeuquCn, Rio Negro, and the City o f  Buenos Aires have yet to adopt the reform. Technical education and 
professional training, which had been traditionally provided by  specialized secondary schools and tertiary 
education institutes, was an area largely ignored by the reform. 
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3.1 Argentina’s School Quality in an International Context 

In this section, we analyze Argentina’s performance in two recent international assessments, the 
2001 Progress in International Reading Literacy Study (PIRLS), the 2000 Programme for 
International Student Assessment (PISA). Later in the chapter, we present results from an analysis 
o f  Argentina’s 1999 nationwide assessment o f  student learning in language and mathematics, the 
most recent national assessment for which school-level data by province are made publicly 
available. A weakness o f  our data i s  that they consist o f  three assessments, each at one point in time 
(cross-sections), and thus we cannot conclude that the relationships are causal. However, a strength 
of our approach i s  that, by analyzing the variables affecting learning using three different types o f  
student assessments (PIRLS, PISA, and the national assessment system, ONE), we can validate the 
robustness o f  our findings across the different data sources. Furthermore, the availability of national 
data allow us to investigate differences in the correlates o f  achievement across regions.6 

In 1997, Argentina participated in a regional study o f  student achievement, the First International 
Comparative Study in Language, Mathematics, and Associated Factors administered by the Latin 
American Laboratory for the Assessment of Quality in Education (LLECE). Because these data are 
almost a decade old and have been analyzed elsewhere (Cassasus and others, n.d.), we only briefly 
summarize how Argentina fared in this study. For readers unfamiliar with international 
assessments of student performance, Box 3-1 presents a brief description o f  the regional assessment 
by LLECE, as well as the two international assessments, PIRLS and PISA. 

Box 3.1. International Student Assessment Programs 

In 1997, the Latin American Laboratory for the Assessment o f  Quality in Education (LLECE) carried out the First 
International Comparative Study in Language, Mathematics, and Associated Factors in the Third and Fourth 
Grades o f  Primary Education. LLECE i s  coordinated by  the UNESCO Regional Office for Latin America and the 
Caribbean. Argentina and 12 other countries participated in the study, which measured acquisition o f  language and 
mathematics skills. 

The Programme for International Student Assessment (PISA) assesses how far students near the end o f  compulsory 
education have acquired knowledge and sk i l l s  that are essential for full participation in society. This i s  a three- 
yearly survey o f  the knowledge and sk i l l s  o f  15-year-old students in reading, mathematics and science. In 2000 and 
2002, the same assessments were applied, with focus on reading. In total, 43 countries, that is, 25 countries in the 
Organization for Economic Cooperation and Development (OECD) and 15 non-OECD countries, participated in 
the 2000 and 2002 assessments. Instead o f  assessing knowledge and sk i l l s  specified in the national curriculum o f  
the participating countries, PISA aims to assess student’s ability to apply acquired knowledge in real l i fe situations. 

The Progress in International Reading Literacy Study (PIRLS) i s  a large international comparative study o f  the 
reading literacy o f  young students. The PIRLS study focuses on the achievement and reading experiences o f  
children in 35 countries in the grade equivalent to fourth in the United States. The study includes a written test o f  
reading comprehension and a series o f  questionnaires focusing on the factors associated with the development o f  
reading literacy. PIRLS 2001 was the first in a planned five-year cycle o f  international trend studies in reading 
literacy. The studies are coordinated by  the International Association for the Evaluation o f  Educational 
Achievement. 

Sources: OECD 2004(b); Casassus and others (n.d.); NCES 2004. 

To  conduct our analyses o f  the factors associated with student achievement, we use regression methods 
(Generalized Least Squares or Ordinary Least Squares with Robust Standard Errors) that account for the 
hierarchical nature o f  our data: students - our unit o f  analysis - are grouped within classrooms, which are 
grouped within schools. In turn, schools are grouped within sectors (public or private) and regions. 
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In the 1997 Latin American Laboratory for Assessment o f  Quality in Education's comparative 
study of language and mathematics skil ls, third- and fourth graders from 13 Latin American 
countries were evaluated in math and language. Students from Argentina were among the top 
performers, along with students from Cuba, Brazil, and Chile (Table 3.2). 

Table 3.2. Median Scores on Latin American Assessment of Educational Quality, Ranked by 
Country, 1997 

Source: Laboratorio Latinoarnericano de Evaluaci6n de l a  Calidad de la  Educaci6n 1998. 

In contrast, when compared to students in the rest of the world, Argentine students are lagging well 
behind. In two recent international assessments including countries in Latin America and the rest of 
the world, the Progress in International Reading Literacy Study (PIRLS) and the Programme for 
International Student Assessment (PISA), students from Argentina and other Latin American 
countries were among the worst performers. In PIRLS, which tested the reading performance of 
fourth-graders in 2001, Argentina ranked 31St out of  a total o f  35 participating countries (Figure 
3.1). In PISA, where 15-year olds from participating countries are tested in mathematics, reading 
and science, Argentina ranked 35" in reading, out o f  a total o f  41 participating countries in 2000 
(Figures 3.2 and 3.3). Only 15-year olds from Chile, Brazil, Macedonia, Indonesia, Albania, and 
Peru had lower PISA scores in reading than students from Argentina. 
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Figure 3.1. P I R L S  2001 Average Reading Scores, by Country 

ource: Data from the International Association for the Evaluation o f  Educational Achievement, Progress in International 
Reading Literacy Study (PIRLS) 2001. 
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Figure 3.2. PISA 2000 Average Reading Scores, by Country 
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Source: OECD 2000. Online data from the Programme for International Student Assessment (PISA) 2000. 
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Figure 3.3. PISA 2000 Average Mathematics Scores, by Country 
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Source: OECD 2000. Online data from the Programme for International Student Assessment (PISA) 2000. 

The debate on whether the quantity o f  monetary resources devoted to education i s  directly related to 
education quality remains unre~olved.~ However, most analysts agree that while a minimum level 
of expenditure i s  necessary to guarantee adequacy in the material and human resources needed for 
schools, how resources are used matters a great deal in producing results. International data appear 
to support this view. Table 3.3 presents annual expenditures per student (in absolute and relative 
terms) in primary education in a sample o f  countries that participated in PISA 2000 and 2003. The 
mean student achievement in reading i s  also presented. I t  i s  worth noting that some of the worst 
performers in PISA, such as Brazil and Peru, also spend the least in education, thus supporting the 
notion that minimum levels o f  expenditure are needed to guarantee adequacy.’ Importantly, 
however, some countries such as Chile, which spend a great deal more resources than Argentina on 
education, do not achieve higher student performance. Similarly, Uruguay, which spends less than 
Argentina on education, had better average results in PISA 2003 than the rest o f  Latin America. 
These simple averages mask important differences within countries, but do suggest that how 
resources are invested in education can have an important impact on student outcomes. 

For a good summary o f  this debate, see Burtless (1996). 
* Exactly what level o f  expenditure is needed to guarantee adequacy in education i s  also a source of  debate, 
both in the literature and, in United States courts (see, for example, Rechovski and Imazeki 2000). 
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Country 

Argentina (2000) 
Brazil (2000) 
Chile (2000) 
MCxico (2000) 
Peru (2000) 

OECD Average (2000) 
Uruguay (2003) 

Table 3.4 presents a breakdown o f  the PISA reading levels and their interpretations. More than 40 
percent o f  Argentine 15-year olds scored in categories “Level 1” or “Below Level 1,” meaning that 
they can only recognize main themes on familiar topics, make simple connections, or do not have 
the sk i l l s  necessary to use reading for learning (Figure 3.4). 

Annual expenditure on Annual expenditure on primary educational primary educational institutions per student institutions per student relative to GDP per Reading 
capita (2001) (2001), equivalent 

(percent) US$* 

1,655 14 418 
832 13 396 

2,110 22 410 
1,357 15 422 

43 1 9 327 
1,202 14 434 
4,819 20 500 

M e a n  Score in PISA 
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Table 3.4. Reading literacy levels in PISA 2000 

Retrieving information 
Level 5 
Locate and possibly sequence or 
combine multiple pieces of deeply 
embedded information, some of 
which may be outside the main body 
o f  the text. Infer which information in 
the text i s  relevant to the task. Deal 
with highly plausible andor  
extensive competing information. 
Level 4 
Locate and possibly sequence or 
combine multiple pieces of embedded 
information, each o f  which may need 
to meet multiple criteria, in a text 
with unfamiliar context or form. Infer 
which information in the text i s  
relevant to the task. 

Level 3 
Locate, and in some cases recognize 
the relationship between pieces o f  
information, each o f  which may need 
to meet multiple criteria. Deal with 
prominent competing information. 

Level 2 
Locate one or more pieces of 
information, each o f  which may be 
required to meet multiple criteria. 
Deal with competing information. 

Level 1 
Locate one or more independent 
pieces o f  explicitly stated 
information, typically meeting a 
single criterion, with little or no 
competing information in the text. 
Source: OECD 2004(b). 

Interpreting texts Reflection and evaluation 

Either construe the meaning o f  
nuanced language or demonstrate a 
full and detailed understanding o f  a 
text. 

Critically evaluate or hypothesize, 
drawing on specialized knowledge. 
Deal with concepts that are contrary to 
expectations and draw on a deep 
understanding o f  long or complex texts. 

Use a high level o f  text-based 
inference to understand and apply 

Use formal or public knowledge to 
hypothesize about or critically evaluate 

long or complex texts. 

the text as a whole. Deal with 

the meaning o f  a word or phrase. understanding o f  the text in relation to 

comDeting information. a -  , 

Identify the main idea in a text. I Make a comparison or connections 
understand relationships, form or between the text and outside 
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Figure 3.4. Proportion of Argentine 15-year olds by PISA 2000 Reading Literacy Level 
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ource: Abdul-Hamid 2004. 

3.2 Inequality in Student Achievement 

Argentina’s average performance in international assessments o f  education quality i s  low when 
compared to OECD countries and to the high-performers in the region (e.g. Cuba and Uruguay), but 
some students are achieving very good results. However, a large share o f  Argentine students does 
not achieve basic sk i l l s  as measured by international assessments. Thus, the gap between the top 
and bottom tails o f  the student achievement distribution i s  very large, especially when compared to 
other countries. T h i s  comparatively large variation in student test scores i s  explained by differences 
across regions, between schools and among students o f  different socioeconomic backgrounds. 

Figure 3.5 shows the PISA average scores in mathematics by country on the vertical axis, and the 
dispersion on the horizontal axis. Each point in the graph represents a participating country’s 
results. For example, Argentina and Mexico had s imi la r  average scores, but the standard deviation 
in scores i s  much larger for Argentina. In contrast, Spain and Korea had relatively high average 
scores and low dispersion, indicating that students in these countries are receiving education o f  
similar quality regardless of geographical or socioeconomic differences. 
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Figure 3.5. PISA 2000 Mean Scores and Dispersions, by Country 
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mrce: Abdul-Hamid 2004. 

The variation in PIRLS scores among students from Argentina was also relatively large when 
compared to that o f  students from other participating countries. For example, as shown in Figure 
3.6, although Colombia and Argentina both had similar (low) mean PIRLS scores, the dispersion o f  
scores was much greater for Argentina than Colombia. As a result, the worst-performing Argentine 
students in PRLS had much lower scores than the worst-performing Colombian students. These 
figures suggest that improving the performance o f  students in the bottom-tail of the achievement 
distribution would greatly contribute to raising Argentina's average performance. 
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Figure 3.6. PIRLS 2001 Median Scores and Distribution by Percentiles, by Country 

800 

700 

600 

e 
8 

500 

I 
400 

300 

200 1 I I 1 I I , I 

Argentina Colombia Turkey Macedonia Germany Greece Italy England 

Countries 

I I 
'ource: Woessmann and Fuchs 2004. 

Figure 3.7 presents average standardized scores in math from PISA, by family wealth. In each 
country, we divided the sample into four groups based on family wealth: poorest (level 1). level 2, 
level 3, and wealthiest (4). Several features are worth highlighting. First, Argentine students from 
all four groups scored below the international average for their group, indicating that school quality 
in Argentina i s  generally low, even for financially well-off students. Second, students who come 
from the wealthiest groups in Argentina outperformed their peers from other Latin American 
countries, but underperformed relative to their peers in most other countries. Finally, relative to 
their family wealth groups, the wealthiest two groups performed better than their peers in Latin 
America, but the poorest two groups had lower scores than their Mexican peers. 
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Figure 3.7. Performance in PISA by socioeconomic background 
(standardized scores) 
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National assessment data also indicate that there i s  substantial variation in student achievement 
across regions. The relatively wealthy Pampean region, which includes the City of Buenos Aires, 
has the highest scores in national evaluations. In most grades and subjects, the poorer regions of the 
Northeast and Northwest exhibit significantly lower average student test scores in math and 
language (Figure 3.8). 
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Figure 3.8. Average test scores in national evaluations by region, 1999 
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Differences in school quality are also important within regions. Figure 3.9 presents the percentile 
distributions of  mathematics test scores in the national assessments, ONE, by region. I t  i s  clear 
from the figure that the lower average scores o f  the poorest region, the Northeast, i s  at least 
partially explained by comparatively very low scores o f  students in the bottom percentiles. For 
example, students in the 10" percentile of math scores in the Northeast had lower average scores 
than students in the 5" percentile of the rest o f  the nation's regions, yet Northeast students in the 
top 90" and 95Ih percentiles had s imi lar  average scores to those of students in the 90" and 95Ih 
percentiles in other regions. Raising the performance o f  the bottom tail o f  the student achievement 
distribution i s  thus one of the main challenges for Argentina to improve education quality and 
equity. 

Figure 3.9. ONE Math Scores by Percentiles and Region, 1999 
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Because the gap in student achievement between the top- and bottom-performing students in 
Argentina i s  greater than in most other countries, even when compared wi th  other Latin American 
countries where income inequality i s  also large, targeted compensatory education programs and 
policies for students from disadvantaged areas and families are a promising option to narrow the 
gap in student achievement. Focusing on the lowest achieving students not only i s  desirable from 
an equity perspective, but also i s  the key to improve Argentina's average performance in 
international assessments. But what variables explain student achievement? In other words, if 
targeted interventions are needed to raise the performance o f  students in the bottom-tail o f  the 
achievement distribution, what variables should such interventions address? To these questions we 
turn next. 
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3.3 Factors Associated with Student Achievement in Argentina 

In this section, we analyze data from ONE, PISA and PIRLS to explore what variables affect 
student performance in Argentina, and how these vary between regions, schools, and among 
students. Our goal i s  to better understand what factors explain both average student achievement 
and its unequal distribution in Argentina. In what follows, we discuss what student, household, 
teacher and school variables are associated with student achievement in Argentina. For ease of 
exposition, Tables 3.5 and 3.6 summarize the main findings from the analyses o f  factors related to 
student achievement in reading and math, respectively, in the three assessments, leaving the 
presentation o f  al l  estimated coefficients for all the tests, including relevant statistics, to the 
A p p e n d i ~ . ~  

Student- and Household-Level Variables and Student Achievement 

Consistent with prior research on the factors associated with learning in Argentina and in other 
countries, our analyses also find that family background i s  closely related to  student achievement 
(Coleman 1966, Hanushek 1986 and 1995, Cousinet 2000, Cervini 2002, Glewwe and Jacoby 
1994). Parental education i s  strongly associated with student achievement in all three assessments. 
Children o f  better educated parents, have higher scores, on average, in al l  three assessments 
evaluated for this report (see Appendix). This consistent result indicates that intergenerational 
mobility in educational attainment and quality remains a challenge. 

The three assessments included different measures o f  household resources. In PIRLS and ONE, the 
number o f  books in the household was reported. This measure i s  strongly related to student 
achievement in all regions o f  Argentina as well as in other countries: the more books are present in 
a child’s household, the higher tends to be her reading literacy score. In PISA, an index 
representing home educational resources was created, and our analyses indicate an important effect 
on student achievement . lo 

Other household-level variables that in various ways provide measures o f  a student’s 
socioeconomic background such as the number o f  rooms in the home, the number of individuals 
sharing the home, and the student’s report o f  his or her parent’s interest in school are all associated 
with student achievement in ONE. 

Our analyses reveal gender differences in student achievement, and these vary consistently by 
subject across the three types of assessment. Girls outperform boys in language (reading) in PISA, 
PIRLS, and ONE. Boys have higher math scores in PISA and ONE and higher PISA science scores. 
These differences in average test scores between girls and boys by subject area also prevail in many 
other countries and suggest a need for targeting teacher education programs and creating incentives 
to enable teachers to develop teaching methods that are better tailored to the different learning 
styles of girls and boys in each subject. 

Last, in ONE, students were asked whether they had ever repeated a grade. In all regions and for 
all grades, having repeated a grade i s  associated with lower test scores in math and language, 
holding constant all other factors. The size and significance o f  the coefficient estimates on this 
variable suggest that repetition has a strong negative impact on student learning. 

Repetition i s  an important phenomenon in Argentina’s education system. The analyses conducted 
for this report show that, after controlling for other student background and school-level 

For readers interested in more detail, we refer them to the three background papers conducted for this report: 
Abdul-Hamid (2004), Rucci (2004) and Woessmann and Fuchs (2004). 
lo This variable includes measures o f  the availability o f  a dictionary, a quiet place to study, books, calculators. 
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characteristics, students who have repeated a grade have lower average scores in all subjects and 
grades (see Tables A4 thruA6). Thus, repetition can be seen as an important predictor o f  learning 
outcomes. Repetition i s  also results in age-by-grade distortion and, often, leads to drop out. 

School- and Teacher-Level Variables and Student Achievement 

Data from PIRLS, PISA and ONE data indicate few institutional factors that have consistent effects 
on student performance. For example, controlling for student background and other school-level 
variables, there are no consistent differences in average test scores between public and private 
schools. Our data do not allow us to separate the impact o f  the private school itself from other 
confounding factors, such as the fact that parents who choose private schools may also differ in 
other important ways from parents who send their children to public schools. These differences 
may have a direct impact on student performance. In addition, while private schools can select 
students, public schools serve students from diverse and often poor socioeconomic backgrounds. In 
Argentina, as in most countries, children who attend private schools usually also have a better 
socioeconomic background, including better educated parents, and parents who are more involved 
in their education (Naradowski and Andrada 2000; Naradowski and Nores 2000). Thus, to generate 
good educational outcomes, public schools face the additional challenge o f  compensating for these 
student background differences. 

Second, the evidence from the assessments regarding the impact o f  school resources on student 
achievement i s  mixed. From information collected and analyzed in PIRLS on variables representing 
resource endowments at the school level (e.g., number o f  students per classroom, teacher 
educational attainment and experience, availability o f  instructional materials, instructional time) no 
statistically significant relationships were identified between these variables and student 
achievement. This finding i s  consistent with international research on the relationship between 
school resources and student performance." 

Similarly, ONE data suggest that while for most regions, school resource endowments do not 
significantly affect student performance, the presence o f  inadequate school buildings i s  negatively 
correlated with achievement in the Northwest for almost all grades and subject areas. Given that the 
Northwest i s  the poorest region in the country and, therefore, that a principal's report that a school 
building i s  inadequate likely implies very unfavorable facilities, this result supports the notion that 
a minimum adequacy in resources i s  necessary for student learning. 

PISA data suggest that when school resources have a direct connection to the curriculum, they can 
be associated with higher test scores. For example, in science, the presence in the school o f  
laboratory equipment was found to be significantly associated with student performance, and the 
effect was stronger among the higher achieving students. 

Third, PIRLS data suggest that schools that closely follow the official curriculum achieve higher 
average reading literacy scores. This finding i s  consistent with evidence from other countries 
(Woessmann 2003). Similarly, schools that group children in different classrooms based on ability 
exhibit higher than average PIRLS. Unfortunately, the PISA and ONE surveys did not collect this 
type o f  information, so we cannot assess the extent to which the PIRLS evidence i s  consistent 
across the assessments. 

Research throughout the world has documented that teachers have an important impact on student 
learning. However, most observable teacher characteristics such as educational attainment, years 
o f  experience, and certification status are not directly related to student outcomes (Rivkin, 
Hanushek and Kain 1998). The three assessments evaluated in this report provide a mixed view o f  

For a review and update, see Hanushek (1997). 11 
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the impact o f  teacher characteristics on student achievement. For example, while in PIRLS and 
PISA, teacher experience i s  not related to student achievement, in ONE the impact o f  teacher 
experience varies by grade and region, with no clear pattern. 

However, a relatively consistent pattern emerging from ONE and PISA i s  the relationship between 
subject-specific teacher training and student achievement. In ONE, students o f  teachers with math- 
specific training had higher average math scores than did students whose teachers did not have such 
training. Similarly, in PISA, students whose teachers have a degree in science had higher science 
test results than students whose teachers did not have specific science training. These findings are 
consistent with research in the United States that has documented a strong impact o f  specific 
subject-matter knowledge on student learning (Ingersoll2003) and suggest that more could be done 
from a policy perspective to ensure that teachers have strong qualifications in the subjects they 
teach. 

Finally, several measures o f  school climate collected in PISA are found to affect student 
performance. The learning climate of a school encompasses many factors that are not easily 
measured or quantified. In PISA, three indices were constructed to capture student-teacher working 
relationships and behaviors that may affect student learning, based on principals’ students’ reported 
perceptions o f  factors such as, teachers’ morale and commitment, teachers’ expectations o f  student 
learning, and teacher support toward students. In schools with a more positive climate, where 
teachers have strong relationships with students (as reported by the school principal) and where 
teachers have high morale levels (again, as reported by the school principal), average student test 
scores tend to be higher (Abdul-Hamid 2004). 

49 



Table 3.5. Summary of the Estimated Effects of Student, Household, School and Teacher 
Variables on Student Achievement in Reading, by Test 

I PISA 2000 I PIRLS 2001 I ONE 1999 (National Samde) I 

Student i s  female 
(Syearolds) 4thgrade 1 3rdgrade I 6thgrade I 7thgrade 

positive, positive, I positive, I positive, I positive, 

Number o f  siblings in the 
familyhousehold members 
Parental education 

Home educational resources 

Number o f  rooms in household 

significant significant 
Student has changed schools negative, negative, 

significant significant 
School i s  private positive, not positive, positive, 

significant significant significant significant 
Percentage of girls at school positive, 

significant 
School i s  in a large city positive, not not not 

significant significant significant significant significant 
negative, negative, negative, 
significant significant significant 
positive, positive, not not 
significant significant significant significant 
positive, positive, positive, positive, 
significant significant significant significant 

positive, positive, 

I significant I significant I significant I significant I 
Student teacher ratio I not significant 1 not 

significant 
Frequent use of computers at school 
Frequent use o f  the Internet at school 

Index o f  teacher morale at school 

Index o f  student’s sense o f  belonging 

not significant 
negative, 
significant 
positive, 
significant 
positive, 

1 significant 
Proportion o f  certified teachers at I negative, I not 
school Significant significant 
Proportion o f  teacher with degree in 
subject matter 
Teacher participated in professional negative, 
development significant 
Official curriculum i s  followed in positive, 
school significant 

Notes: (i) “Significant” indicates that coefficient estimate i s  statistically significant at the 5% level or better; (ii) A blank cell 
indicates that the variable was not included in the test; (iii) Several variables are measured by different indicators in each test, 
we summarize the conceptual variable here; the detailed indicators are included in the tables in  the Appendix and described in 
the background papers. 
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Table 3.6. Summary of the Estimated Effects of Student, Household, School and Teacher 
Variables on Student Achievement in Math, by Test 

Notes: (i) “Significant” indicates that coefficient estimate i s  statistically significant at the 5% level or better; (ii) A 
blank cell indicates that the variable was not included in the test; (iii) Several variables are measured by different 
indicators in each test, we summarize the conceptual variable here; the detailed indicators are included in the tables 
in the Appendix and described in the background papers. 
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3.4 
Education assessments can be seen as a tool to improve education policy. In the best-case scenario, 
information from educational assessments would be used to provide feedback to school leaders and 
teachers, who would then use it to improve teacher practice. Central education policy makers would use 
the results to tailor teacher professional development programs to fill the gaps in teacher knowledge and 
pedagogical practice that would be highlighted in the assessments. Parents and communities would use 
the assessment results to help their local schools improve. Some would additionally propose that the 
results from student assessments be used to reward schools and teachers that are doing a good job and 
to help improve schools that are not performing adequately. 

These are all important issues for discussion and should be part o f  the policy dialogue process in 
Argentina and elsewhere. However, they are not the focus o f  this section. Here, we empirically explore 
the extent to which education quality assessments are used for policymaking purposes, as represented in 
the published media in Argentina and in a group of countries participating in PISA. 

Based on an analysis of around three hundred recent articles published in national and local newspapers 
in Argentina, we may conclude that education quality assessments are rarely referred to when policy 
decisions affecting the education sector are communicated in the media. Although most current 
education policies are offered as a response to the poor quality o f  education in Argentina, this judgment 
does not appear to be based on the results o f  international or national assessments. Instead, a few 
assumptions seem to be widely shared: (1) that education quality in Argentina i s  generally low; (2) that 
the key determinant o f  learning i s  socioeconomic background, and thus that poverty i s  the main cause 
of the low educational quality; and (3) that historically education quality in Argentina was very high. 
Litt le information i s  used to support these assumptions, even when such data are available. In general, 
then, there are few references to teaching practices as a factor affecting the quality o f  education in 
Argentina. B y  centering the discussion on poverty and largely ignoring the information available from 
the national and international assessments, Argentine education policymakers and stakeholders 
consistently minimize the role that teachers and schools play in student learning. 

In contrast, a review o f  the published media in PISA-participating countries suggests that education 
policymaking was highly affected by the assessment results, especially in high- and average-performing 
countries. The media in many countries widely covered PISA, focusing on: (1) the overall rankings; (2) 
disparity between the 5” and 95” percentile scores; (3) the percentages o f  performers at the very top 
and bottom; (4) the effect o f  socioeconomic background on student performance; and (5) gender 
differences. High-performing countries were not complacent with their scores. Their main concerns can 
be grouped into two areas: (1) the need to expand the very top performers (for example, Korea and 
Japan) and (2) the need to lift the bottom performers, especially disadvantaged and minority students, 
while maintaining the top-level performance (for example, New Zealand, the United Kingdom, and 
Australia) (Koda 2004). 

Average- and low-performing countries’ reactions varied. Germany’s PISA performance led to a major 
overhaul of i t s  education policy. The United States was not satisfied with the mediocre results. While 
pleased with the many ratings at the top, it was also concerned about the large number at the bottom. In 
Greece, although PISA results raised some concerns about the state o f  i t s  education system, some 
criticized the assessment as being biased toward Anglo-Saxon education systems. On controversial 
education policy issues, various education sector actors used PISA to support their positions. This was 
most notable on the issues o f  the standards-based teaching and learning, and comprehensive versus 
selective systems, especially in the English-speaking countries. Table 3.7 summarizes the issues 
covered by the national news media in various PISA-participating countries. 

Education Quality, Assessments and Education Policymaking 
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Table 3.7. Issues covered by the national news media in PISA 2000 participating countries 
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Source: Koda (2( 
Notes: X’s indicate whether a particular issue appeared in the media in the corresponding country. 
a. China and India did not participate in PISA 2000, but their news media reported the results. 
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Most countries in the Organization for Economic Cooperation and Development (OECD) used PISA 
results to justify and substantiate education reform initiatives. Many countries that did not perform well 
in PISA used the experience to launch education reforms. In Germany, media coverage was extensive, 
and the public sector initiated a major review o f  i t s  education system with support from the OECD. The 
Danish government was also less than satisfied with the results, asked the OECD to produce a report, 
and has pledged to  implement all o f  the recommendations. 

Some countries continue to participate in international assessments with limited media coverage and 
without much public debate o f  the poor results in PISA, TIMSS and PIFUS (for example, Greece). One 
may conclude that without purposeful use o f  the results, including media coverage, public debate, 
sector review, and policy reform, outcomes are unlikely to improve. 

Argentina’s Federal Council of Culture and Education recently decided to no longer disseminate 
national assessment results by school or province. Although, as intended, the lack o f  information by 
school and province may contribute to reduce rivalries between them, reducing access to information 
about school performance to education actors and stakeholders l i m i t s  their opportunities to improve 
education quality and equity. 

In February 2005, the Federal Council of Culture and Education approved a resolution that introduces 
mandatory examinations in the last year of EGB3 (lower secondary) and Polimodul (upper secondary). 
According to the national Minister of Education, the examinations are intended to contribute to raise 
education quality in these two cycles, thus reducing secondary school dropout rates. T h i s  i s  a 
promising initiative, though i t s  impact wi l l  depend on the extent to which the information from these 
assessments i s  made public and used to provide feedback to schools, parents, and teachers. 
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4. Conclusions and Issues for Discussion and Further Research 

In this report, we presented the main findings from our study o f  sk i l l s  and the labor market in 
Argentina. The purpose of the study and of this report i s  to contribute to the ongoing dialogue in 
Argentina on how to build s k i l l s  for achieving more sustained and equitable economic growth. In this 
final section, we briefly summarize the main conclusions from the study and highlight unanswered 
questions for discussion and further investigation. 

In the f irst chapter, we concluded that education remains a good investment in Argentina. The returns to 
schooling in urban Argentina increased over the 10-year period 1992-2002. The average rate o f  return 
on an additional year o f  schooling increased from 9 percent to 11 percent-a 32 percent increase in 
only 10 years. The returns to all levels o f  education are higher for men that than for women. 

Our findings suggest that increases in returns to schooling over time reflect productivity. Much o f  the 
overall rate o f  return on schooling has been driven by complete and incomplete university education. 
Although screening or credentialism could be hypothesized to be driving returns to schooling, after 
various empirical tests we found no evidence that screening plays a major role in explaining the 
increasing returns to schooling in Argentina. Another hypothesis, which we did not test in our study 
due to limitations in the available data, i s  based on the notion that individuals enroll in additional levels 
o f  schooling with expectations o f  high wage increases upon graduation. Once in school, these 
expectations are reassessed, and those individuals who adjust down their expectations o f  wage increases 
are the f i rst  to dropout. Under this hypothesis, a reassessment o f  the payoff to schooling, as opposed to 
screening, i s  the main factor in explaining the high returns to education. 

Our analyses indicate that the demand for skilled labor most likely increased. A simple analysis o f  the 
demand for skilled labor over the decade shows a positive relationship between changes in supply and 
changes in wages for the entire 1992-2002 period. Therefore, a tentative conclusion i s  that demand for 
sk i l ls  may have increased over the entire decade, a finding that i s  not peculiar to Argentina. Most 
countries have experienced increases in the demand for ski l led labor in recent years. 

In addition, secondary schooling for workers has become a necessity to access jobs and adequate 
wages. The returns to primary schooling remained unchanged during this decade, as did the (already 
low) returns to incomplete secondary schooling. The returns to complete secondary education 
increased, but not nearly by as much as did returns to university education+omplete or incomplete. 
While complete university education has a high rate o f  return, the rate o f  return for incomplete 
university education increased faster. Workers with incomplete secondary schooling do not earn 
significantly more than those with complete primary education. A complete secondary education 
appears to be necessary before earnings rise significantly. 

While our findings suggest that education may substitute for ability for women - although more 
research i s  needed - and complements ability for men, the gap in returns i s  decreasing. In addition to 
average returns, estimates o f  returns to schooling across the distribution show that, while returns 
increased over the decade for all groups, men at higher ends o f  the distribution experienced higher 
returns to schooling than those at the lower ends. Increasing schooling for all i s  likely to increase 
income inequality, although less so today than in the early 1990s. Therefore, the extent to which 
differentiated education investments and more investment in those who have the greatest sk i l ls  gaps i s  
worthy o f  further investigation. 

Finally, our analyses o f  the benefits o f  investing in education also show that lifelong learning i s  a good 
investment in Argentina. The simulated private benefits o f  lifelong learning efforts show that, in 
contrast to the average industrial country, the rates o f  returns to lifelong learning are substantial at the 
university and secondary school levels for both youths and adults in Argentina. 
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In the second chapter, we focused on the role of adult learning and on-the-job training in building sk i l ls  
for the labor market. One of the most important issues to highlight i s  that that access to training in 
Argentina i s  unequal. A minority o f  workers - formal workers, workers with higher levels of education, 
workers from higher income backgrounds, and workers in leading enterprises - have much better access 
to training than do the majority o f  workers, who tend to be less skilled and work in the informal sector. 

An important related issue, which we mentioned but did not analyze in Chapter 2, i s  that much o f  the 
ski l ls  building in the workforce takes place through informal channels, by doing and working with 
others. In this sense, high youth unemployment i s  particularly problematic, as i t  l i m i t s  the training 
opportunities for young school leavers. This important policy issue also warrants further research and 
discussion (see Beccaria, Esquivel and Maurizio 2005). 

In the third chapter, we focused on education quality and emphasized that Argentina has two important 
challenges in education: raising school quality and reducing the inequality in student outcomes. For 
Argentina to achieve sustainable and equitable economic growth, school quality needs to increase. At 
the same time, there i s  great inequality in student outcomes, both across and within regions. Thus, while 
mean student scores in international assessments are higher than those o f  other Latin American 
countries, the dispersion in scores between top and bottom performers i s  greater than in most other 
countries. Differences in student performance in the national assessment across regions are important, 
but so i s  the gap in performance among students within the same region. Thus, focusing on students 
whose performance i s  in the bottom tail o f  the distribution w i l l  help in both improving average school 
quality and equality in educational outcomes. 

The analysis o f  factors associated with student learning presented here indicates substantial diversity in 
education systems across the country, so that no one solution can improve education quality for all. I t  i s  
important to understand the realities o f  each province, o f  each school, and o f  each particular student. 
Student assessments are a key tool to measure the learning that takes place in schools, and thus provide 
valuable information for teachers, parents, and policy makers. 

An important contribution of this study i s  to highlight the value o f  student assessment information, at 
the provincial, regional, national and international levels. Information from student assessments can be 
used to identify where schools are failing students and thus to target policies and programs to improve 
teaching practices and compensate students who come from disadvantaged backgrounds. In this sense, 
recent delays in the publication o f  results from the last two applications (2001 and 2002) of the national 
evaluation o f  student performance and from Argentina’s participation in the 2003 Third International 
Math and Science Study (TIMSS), as well as the nation’s withdrawal from participation in PISA 2003, 
signal a weak commitment or capacity to generate information on education quality in a timely manner. 
Undoubtedly, the 2001 financial and political crisis partially explains the delays in producing the 
assessment information. Hopefully, with resumed growth and increased political and economic 
stability, education leaders at the federal and provincial levels w i l l  be able to ensure that assessments o f  
student performance (provincial, national, and international) continue to be applied and that the 
information be used to improve teaching practices and student outcomes. 

The recent Federal Council o f  Culture and Education’s resolution to introduce mandatory examinations 
in the last year o f  lower and upper secondary i s  a promising initiative to improve education quality in 
Argentina, though it i s  yet to be seen whether standardized assessments w i l l  be introduced, and to what 
extent the information w i l l  be made public and used to improve school quality. To  increase the chances 
of having an impact on quality, information from these assessments should be fully analyzed and used 
to provide feedback to schools, parents, and especially teachers in areas where improving teaching 
practice i s  most needed. 

Argentina i s  at an important crossroads. Only now beginning to  recover from one of  the greatest 
economic and political crises o f  i t s  history, the nation i s  embarking on a path o f  economic recovery and 
growth. 
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The key challenges for Argentina are to ensure not only sustained economic growth but, equally 
important, the eradication of poverty and a more equitable income distribution. Education and training 
can play a very important role in addressing these challenges. Our hope i s  that this report w i l l  provide 
useful information for raising education quality and improving access to training opportunities to youth 
and adults in Argentina. 
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Appendix 

Reading 
503.48 

Intercept (37.74) 
19.89 

M a t h  Science 
462.32 438.01 
(26.52) (28.3) 
-12.57* 7.32** 

Student i s  female 

Number o f  sibling in the family 

(4.56) (2.4) (1.56) 
-7.35 -11.96 -4.33 
(5.48) (6.93) (2.76) 
23.10 27.75 32.3 1 

Mother education level above secondary 

Home educational resources 

School i s  private 

(5.28) (5.05) (6.72) 
11.84 9.01 12.72 
(6.53) (4.09) (6.25) 
40.74 47.62 15.82 
(8.09) (7.39) (2.85) 
29.72* 13.01 ** 17.48** 

Percentage o f  girls at school 

School i s  in a large city 

(2.28) (0.76) (1.23) 
35.84 38.0 33.86 
(6.33) (5.05) (5.04) 
- 1.22** -0.19** -0.12** 

Student teacher ratio 
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(1.82) (0.2) (0.15) 
6.09** 12.61* 2.87** 

Frequent use of computers at school 

Frequent use o f  calculators at school 

Frequent use o f  the Internet at school 

Index o f  teacher morale at school 

(1.35) (2.24) (0.6) 
32.99 
(5.76) 

-18.55 -16.85 -18.82 
(3.16) (2.34) (3.09) 
9.35 13.05 4.54 

(3.83) (4.09) (1.46) 
12.78 8.33 12.20 

Index of student’s sense o f  belonging (6.62) (3.56) (5.91) 
-59.86 -43.74 -39.69 

Proportion o f  certified teachers at school 
Proportion o f  teacher with degree in the 
subject matter 

Time spent on doing homework 

Frequent use o f  labs 

Enjoy reading 

(5.92) (3.39) (3.33) 
30.48 23.19 
(3.63) (3.26) 

-0.62** 0.95** -0.60** 
(0.29) (0.37) (0.25) 

14.27 
(2.75) 

24.03 
(10.44) 



Table A. 2.Correlates of Reading Performance in PIRLS 
Student background 

Pre-school reading performance 
mndergarten attendancea 

Coefficient 
17.69"' 

8.05 

7.3 1 
-0.89 

0.89 
-44.22"' 
-57.52* 
-0.20 

-15.14*** 

-25.72**' 
-33.49*** 

-26.40**' 
-5.97 
-7.1 1 

10.16 
21.43**' 
28.74"* 
53.43*** 

-1.61 
20.24*** 

39.27**" 
- 

10.60 
1 1.77* 
16.99* 

-0.69 
4.58 

0.90 
1.08 
2.92 
19.63 
incl. 
3,300 
138 
0.35 

S.E. 
(2.85) 

(16.07) 
(9.93) 

(10.03) 

(4.76) 
(7.99) 
(31.18) 
(0.20) 
(3.05) 

(5. SO) 
(7.87) 

(4.85) 
(8.23) 
(7.68) 

(6.51) 
(5.93) 
(9.83) 
(10.881 

(7.17) 
(6.39) 

(8.97) 

(8.74) 
(6.69) 
(9.85) 

(15.54) 
(7.57) 

(22.97) 
(22.61) 
(23.82) 
(23.48) 

Notes: Dependent variable: PIRLS international reading test score. - Regressions weighted by students' sampling probabilities. - Coefficient: 
Coefficient estimate. - S.E.: Clustering-robust standard error (taking account of correlated error terms within schools). - Reference 
categories: a Not at all. Five years or younger. Always. 0-10. e Not completed lower secondary. None working. In-between ISCO 
groups. Lowest national category. ' Rural area. Significance level (based on clustering-robust standard errors): *** 1 percent. - 5 percent, - 
* 10 percent. 

** 
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Table A. 3. Correlates of Reading Performance in PIRLS 

spent on homework 
of instructional material 

lack o f  instruct. material 
k o f  instructional staff 
lack o f  instructional staff 
k o f  qualified teachers 
lack o f  qualified teachers 
cher characteristics 

University degree 
Teaching certificate 

ationallreg. examinations 

Source: Woessmann and Fuchs (2004). 

Coefficient 

-0.10 
0.42 
-0.82 
-14.63 

-15.32** 
1.36 

28.87*** 
7.34 
6.77 

19.02* 

-7.91 
7.69 

- 13.91 * 
-0.47 

-7.15 
11.03 

35.62*** 
14.72** 

1 1.70* 
-7 1.66*** 

incl. 
incl. 
3,300 
138 
0.43 

S. E. 

(0.58) 
(0.52) 
(0.81) 
(1 0.3 7 )  
(7.27) 
(I 6.23) 
(9.62) 
(21.08) 
(7.33) 

(I 1.15) 

(18.84) 
(1 4.09) 
(7.68) 
(0.41) 

(6.93) 
(8.42) 
(8.61) 
(6.98) 

(6.38) 
(23.89) 

Notes: Dependent variable: PIRLS international reading test score. - Regressions weighted by students’ sampling probabilities. - 
Regressions control for a l l  the student background variables reported in  Table 3. - Coefficient: Coefficient estimate. - S.E.: Clustering- 
robust standard error (taking account of correlated error terms within schools). 
Significance level (based on clustering-robust standard errors): 1 percent. - 

*** ** 5 percent. - * 10 percent. 
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