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Country and Sector Background 
 

A. Country Context 

1. Chile is an upper middle income country which recently acceded to full membership in 
the OECD.   It has one of the most politically stable systems in Latin America, strong institutions 
and a solid record of economic growth during the last two decades.  A center-right administration 
took office in March 2010, following on 20 years of continuous center-left governments. Despite 
differences in political stance, the current Government is pursuing largely centrist policies with 
overall goals similar to those of previous governments: promoting reforms to boost growth, 
investing in human capital, and tackling poverty and inequality. 
 
2. Within this context, Chile is challenged to reverse declining relative growth performance 
and insufficient innovative capacity so that it can grow the size and wealth of its middle class.  
Chile's growth has slowed from an average of 7.6% during the period of 1986-1997 to 3.9% in 
the period of 2000-2010.1  A consensus exists among economists that Chile’s high growth during 
the “golden years” was the product of the transition to macroeconomic stability and openness.   
As such, it was a one-time change to the level of output and not a fundamental shift in the rate of 
output growth.  During the “golden years”, more efficient firms replaced less efficient ones, and 
TFP grew at over 4% p.a.  After 2000, the low hanging fruit was gone and Chile needed to do 
laborious work of achieving within-firm efficiency improvements; it has been less successful at 
this than East Asian comparators. 2  An abundance of high-quality human capital is one of the 
essential elements of meeting this productivity challenge.3  Chile could raise output by 2% per 
year according to the soundest estimates.  Doing so would decrease the time to reach OECD 
average levels of income by 50%.  The quality of investment in human capital, is thus a major 

                                                 
1 Rodrigo Fuentes & Fabián Gredig & Mauricio Larraín, 2007. "Estimating the Output Gap for Chile," Working 
Papers Central Bank of Chile 455, Central Bank of Chile.. 
2 See Kharas, Leipziger et al., “Chilean Growth through East Asian Eyes” The Commission on Growth and 
Development, Working Paper No. 31, Washington, DC, 2008.  Also Gredig and Larrain (2007), 
3 Op Cit. 
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concern of public policy at all levels, from the citizenry in general to Government planners and 
policymakers.     

 
3. The Government of Chile (GoC) has launched a development agenda which sets the stage 
for achieving high-income developed status by 2018. The strategic areas that the GoC is 
emphasizing to reach this goal are: i) achieving greater competitiveness, including modernization 
of the state; ii) improving job creation and job quality; and iii) promoting investment, including 
in human capital.   The Government has embraced increased investment and increased policy 
attention to education at all levels as a key pillar of economic and social progress.  While the 
Government seeks to implement this agenda, it faces eager youth who want to see educational 
opportunity and educational quality improved immediately. 

 
4. On-going conflict between student organizations and the Government have increased 
political risk and led to polarization in the political sphere. The Government has sought to 
resolve the conflict through dialogue around key policy issues.  Progress has been sporadic.  
While student organizations do not always speak with a unified voice, the conflict revolves 
around two core issues: (i) who should pay for tertiary education and; (ii) how can quality be 
improved.  Students seek tertiary education that is 100% financed by the Government and free to 
all students. They also want the Government to guarantee quality and prohibit tertiary education 
institutions from being de facto for-profit institutions. The Government and the students agree 
much more on the quality agenda than on the question of who should pay for tertiary education.  
A reflection of the agreement is the submission to Congress of draft laws creating a 
Superintendence and an Under-Secretariat for Tertiary Education.  Legislation has also been 
introduced to radically lower the interest rate on the main student loan program (from 5.6% to 
2%), although this has not fully satisfied students’ wish for publicly-financed tertiary education.  
 

B. Sectoral and Institutional Context 

5. Chile, with a population close to seventeen million people, has almost one million 
students in tertiary education.  The tertiary education system is diversified geographically and 
institutionally.  Degree programs range from short technical degrees to full doctoral programs.  
Public and private universities and non-university institutions offer programs throughout the 
country.  Tertiary education institutions in Chile fall into three categories: Technical Training 
Centers (CFTs), Professional Institutes (IPs) and Universities. Degree length in these varies: CFT 
training typically lasts two years, IP professional degree courses four years and university degree 
courses five years. Universities also offer graduate programs and diplomas, including Master’s 
and PhD programs. Universities are typically divided into two categories: the traditional public 
and private universities who are members of the National Council of Rectors of Chilean 
Universities (CRUCH for its acronym in Spanish), and the newer universities, typically founded 
after the 1980s, who do not belong to it. There are roughly 200 tertiary education institutions 
(TEIs), and of those, 87 are accredited: 53 universities, 17 IPs, 12 CFTs and 5 military 
institutions. Student enrollment is divided evenly among CRUCH universities, non-CRUCH 
universities, and IPs/CFTs. Academic staff in these institutions stands at: 52,000 for universities, 
14,000 for IPs and 9,000 for CFTs. These numbers include some double-counting because staff 
in IPs and CFTs can be part-time university professors. 
 



 

 

Institution Type Enrollment 
(undergraduate) 

Enrollment 
(graduate) 

CRUCH Universities 310,890 29,362 

Private Universities 323,843 18,074 

IPs 224,301 38 

CFTs 128,566 5 

 
6. The Government finances TEIs via several mechanisms: (i) the Direct Fiscal Grant (AFD 
for its acronym in Spanish), which accounts for one-third of tertiary education public resources 
and is allocated to CRUCH institutions; (ii) the Indirect Fiscal Grant, (AFI for its acronym in 
Spanish), which accounts for about 5% of public spending and is a type of voucher provided to 
the top 27,500 scorers on the university entrance exam; (iii) the competitively-allocated funds 
available for R&D and quality improvements; and (iv) the student financial aid packages (grants 
and loans) which are transferred to TEIs in students’ names.    
 
7. Over the past twenty-five years, Chilean tertiary education has become vastly more 
equitable. In the late 1980s, more than half of public spending on tertiary education benefitted 
the students from the top income quintile, while students from the bottom income quintile 
received only 6%.   At that time, when gross enrollment was 16% of the age group, more than 
half of all students were from the top income quintile.   Only 8% were from the lowest quintile.   
A generation later, enrollment is close to three times the proportion of the age group and the 
number of low income students enrolled in tertiary education has changed dramatically. From 
2000 to 2009 alone, students from the lowest two income quintiles increased from 73,800 to 
219,000, becoming 25% of enrolled students.    
 
8. During the last five years, tertiary education has continued its dramatic transformation.  
Enrollment in 2010 was 973,000, up 51% since 2005. Equity improved, as 43% of new students 
were from families in the bottom three income quintiles.  Most of these students were the first 
members of their families to go beyond high school; many had only mediocre high school 
education. Despite these massive increases in coverage and equity, Chile was able to boost 
educational quality.  While the country converges on its goal of 50% of the age group in tertiary 
education, it continues to improve the quality and relevance of the instruction and learning.    
 
9. This continued upward trend of the last five years  is due to several factors:  (i) the 
development and implementation of a formal accreditation and quality assurance system; (ii) a 
major expansion of student financial assistance;  (iii) continuous investment in quality via 
competitive funds and other programs;  (iv) expansion of investments in research capacity as part 
of an enhanced science, technology, and innovation policy; (v) new legislation, both 
comprehensive and targeted, to solve long-standing problems in tertiary education; and (vi) 
focused policy analysis, especially using World Bank and OECD expertise.  Specifically:  

 
(a) Accreditation and Quality Assurance: In 2006 the GoC passed the Quality 

Assurance Law that strongly encouraged institutional accreditation. Today, over 
45% of undergraduate students study in accredited tertiary education programs (up 
from 28% in 2005). Access to several major subsidized public programs—most 
notably the State-Guaranteed Student Loan Program (CAE for its acronym in 



 

 

Spanish)—is contingent on an institution having obtained institutional accreditation. 
Although voluntary de jure, accreditation has become a de facto obligation for any 
viable tertiary education institution (TEI).  

 
(b) Student Financial Assistance:  In 2005, the Government created the CAE program, 

which vastly expanded the ability of qualified students from lower income families 
to attend tertiary education.  The CAE program has made it possible for more than 
147,000 students to attend tertiary education who otherwise would have been 
unable to afford to do so.   In addition, existing scholarship (grant) programs have 
been expanded and two major new ones have been created to serve low-income 
students.  These have further improved equity of access.   

 
(c) Investment in Quality:  With World Bank co-financing, the Program to Increase 

Quality and Equity in Tertiary Education (MECESUP2 for its acronym in Spanish), 
funded 371 medium-sized quality-enhancing grant projects. It also created and 
piloted the use of Performance Contracts (Convenios de Desempeño or CDs) with 
four universities.  Both mechanisms have successfully promoted micro-level 
changes in classroom practice, remediation of basic skills, institutional analysis and 
management, availability of highly trained human capital, upgrading of R&D, and 
relevance to and connection with labor markets.    

 
(d) Investment in Human Capital: The Becas Chile Program (BCP), the Foreign 

Scholarship Program created in 2008, has provided a quantum push for 
development of highly trained personnel.  The BCP sent 1,850 graduate level 
students abroad in 2009 for PhDs, Masters’ and Technical studies, and plans to send 
up to 3,300 students abroad per year indefinitely.  The BCP draws on the interest 
earned on a US$6 billion fund maintained abroad and sourced with revenues 
generated by copper exports. The combined efforts of MECESUP2 and Becas Chile 
have been partially responsible for the upward trend in the quality of faculty 
qualifications.  Forty-one percent (41%) of faculty members have PhDs (up from 
33% in 2005), and over 4,500 students are pursuing domestic PhDs (up from 2,300 
in 2005).  

 
(e) Investment in Science, Technology, and Innovation Capacity.  Resources for 

CONICYT, Chile’s national science agency have increased, allowing for both small 
grants and larger “Centers of Excellence” initiatives to be consolidated.   The 
creation of the Innovation Fund for Competitiveness (FIC for its acronym in 
Spanish) has brought additional R&D resources and partially re-oriented Chilean 
researchers away from purely academic investigations and more toward applied and 
priority research.   

 
(f) Information and Policy Analysis:  Legislation that created the quality assurance 

system also required TEIs to provide timely, accurate, and comprehensive data to 
the Government.  The implementation of this law has allowed the Tertiary 
Education Information System (SIES for its acronym in Spanish) to become a 



 

 

trusted source of quality information.  By 2010, 99% of all tertiary institutions were 
complying with the obligations to provide data to the SIES.   

 
10. While the progress described above represents a transformation of the Chilean tertiary 
education system over a generation, the system still lags behind those of Chile’s OECD peers in 
numerous areas.  The OECD/World Bank Review of Tertiary Education (2009) noted that Chile 
requires a “second generation” of reforms that focus on more complex challenges such as 
improving the quality of classroom instruction and reaching a critical mass of highly qualified 
professors.  The principal challenges that constitute this second generation are described below.    
 

(a) Compared to international norms, university degree programs are long both in 
expected and actual time to graduation. The average student takes over 6 years to 
complete a first degree (2008). Although time-to-degree is trending downward, it 
remains a problem.  Tertiary institutions benefit from longer periods of study as 
students pay per semester enrolled; the more time it takes them to graduate the more 
revenue the institution earns.    

 
(b) Public funding for TEIs is still not adequately linked to performance and results. In 

2010, ~87% of resources given directly to TEIs were allocated according to 
historical criteria and not necessarily to merit.4  On-going discussions would 
increase the links between public funding and performance, both through the 
MECESUP program and in other publicly financed support programs.  

 
(c) Academic readiness is modest for many entering students.  As enrollment increases, 

more entering students are coming from underperforming high schools.  Many of 
these students require remedial assistance to succeed in tertiary-level studies.    

 
(d) Despite legal restrictions on de facto profit-making, some private institutions are 

thought to extract profit from revenues, including publicly subsidized ones such as 
CAE loans.  The Ministry of Education has proposed regulatory measures to curb 
these practices, including the creation of the Tertiary Education Superintendence.      

 
(e) While notable progress has been made in equity of access to tertiary education, 

concern has grown its affordability.  Levels of student debt and calls for full 
government sponsorship reflect this concern.  The Governments concessions on 
interest rates for CAE loans partially address this concern, but the debate continues.    

 
(f) Credit transfer systems are rudimentary and often previous work is not recognized, 

especially when switching from technical to academic degrees or from one 
institution to another. Thanks to efforts to create a credit transfer system, some 
institutions allow students to transfer credits internally from one degree program to 
another.   More degree programs are appearing where work from a technical degree 
counts toward obtaining a professional degree.  However, progress toward intra-
institutional transfer is still slow.  

                                                 
4 Calculated as funds from the Direct Fiscal Grant (Aporte Fiscal Directo, or AFD for its acronym in Spanish) over 
funds from MECESUP and the AFD. For year 2010 in Chilean pesos: 146,464,177  /  167,970,490.  



 

 

 
(g) The qualifications of teaching staff have risen as Chile has invested in domestic 

graduate education; however, the proportion of tertiary faculty with advanced 
degrees is still considerably below OECD norms.  In addition, quality is anecdotally 
reported to be uneven and objective measures of value-added are unavailable.  
Anachronistic teaching practices such as lecturing from decades-old notes or failing 
to adequately grade assignments are still reported to be common practice.  

 
11. The Government has a plan for improving both basic and tertiary education. In basic, the 
GoC’s plan will, inter alia, increase future demand for more and higher quality tertiary 
education.  The GoC has announced a new wave of reforms aimed at refocusing the curriculum 
on basic math and communication skills, and strengthening evaluation of and incentives for 
teacher and student performance. One of the pillars of this new push is increasing the quality of 
teacher training and encouraging better students to join the profession.  

 
12. In tertiary education, Government policy priorities focus on: (i) increasing the use of 
performance-based funding mechanisms; (ii) improving accountability and transparency; (iii) 
making continued progress on equity and affordability; (iv) supporting technical and professional 
education; (v) increasing the availability of high quality human capital, including more 
domestically-trained PhDs; (vi) improving institutional management and changing classroom 
practices to raise quality.   

 
13. The priorities described represent major undertakings, and the Government has made 
substantial progress.  Currently, the Government is pursuing initiatives to expand the use of 
performance contracts through the MECESUP Program and introduce performance indicators to 
the base funding (Aporte Fiscal Directo) mechanism.  In the legislative arena, the Government 
has drafted major pieces of legislation, partially in response to rising social demand. These bills 
stand to restructure the country’s tertiary education system and constitute the most ambitious 
reform package in a generation. Pending legislation seeks to:  
 

(a) Create an Under-Secretariat for Tertiary Education.  This should increase the ability 
of the Ministry to successfully formulate and implement tertiary education policy.  

 
(b) Create a Superintendence for Tertiary Education to increase accountability and 

transparency across TEIs. This entity will regulate de facto profit-making, ensuring 
that tax exemptions and access to publicly subsidized programs is open only to 
institutions that transparently account for use of resources and avoid the “self-
dealing” that creates hidden profits. 

 
(c) Reprogram 110,000 defaulted student debts from the University Credit Solidarity 

Fund (FSCU for its acronym in Spanish), a very generous income-contingent loan 
program available to lower quintile students in Cruch universities.  

 
(d) Decrease the interest rate on CAE loans from an average of 6% to 2% and allow 

more types of financial institutions to participate in the Program.  
  



 

 

14. Complementary to the Government’s efforts on the legislative front, the GoC has sought 
to revamp the student financial aid system and increase the funding associated with it. This will 
enable the Government to continue to improve equity. One of the likely changes is the creation 
of a single agency for student assistance.   A single agency can most effectively assess student 
need and create tailored packages of grants and loans that optimize coverage and equity.  
 
15. Partially in response to recent demands from the organizations representing striking 
students, the Government has reiterated its commitment to its stated policy priorities, and 
announced new initiatives for tertiary education. This further underscores the importance of the 
sector for the Chilean Government and the Chilean people. Some of the initiatives, announced by 
the President, include (i) creating a USD $4 billion fund for basic and tertiary education; (ii) 
guaranteeing scholarships to students from the lowest two income quintiles;5 and (iii) increasing 
multiculturalism in tertiary education.  
 
16. Finally, the Government has sought to formalize the creation of the Department of 
Institutional Financing (DFI for its acronym in Spanish) within the new Under-Secretariat for 
Tertiary Education, with the explicit mandate of rationalizing and optimizing direct public 
funding of TEIs. This is intended to institutionalize the MECESUP, completing its transition 
from a project to a permanent feature of the tertiary education funding system.   
 
17. The rationale for Bank involvement in Chile stems from the lengthy and substantive 
partnership that Chile has forged with the Bank in tertiary education since 1997.   This 
partnership has involved co-financing and technical assistance, and the Bank has been a valued 
partner in both arenas.  Along with the OECD, the Bank is the non-Chilean institution with the 
deepest knowledge of Chilean tertiary education.  The consistent record of analytical work and 
other requests for policy advice are a testament to this.  
 

(a) Co-financing: The World Bank has supported Chile’s tertiary education sector since 
1997 through the 1998 – 2005 Higher Education Improvement Project – 
MECESUP1 (Ln.4404) and the 2005-2010 Tertiary Education Finance for Results 
Project – MECESUP2 (Ln.7317). Through these projects, quality improvement was 
competitively funded, performance-based funding was piloted, and the accreditation 
system and the tertiary education information system were created, among others.  

 
(b) Technical assistance: Chile has contracted the World Bank and the OECD to carry 

out major policy reports over the past four years.  In 2009, the World Bank and the 
OECD published a comprehensive review of the entire tertiary education system.  
The publication was widely disseminated and discussed in Chile.  In 2010, a subset 
of the World Bank/OECD team carried out and published a review of the Becas 
Chile Program.  In 2011, the Government asked the World Bank to conduct a 
comprehensive empirical analysis of the effectiveness of the CAE Program.  The 
recommendations for that analysis underpin some of the changes currently 
underway. Throughout this period, the World Bank has provided ad hoc policy 
advice, drawing on its deep, evidence-based tertiary education work in Latin 

                                                 
5 Extending scholarships to all three lowest income quintiles is under consideration by the Government.  



 

 

America and beyond, and on the combined knowledge of the Tertiary Education 
Thematic Group (Coreheg).  

 
 
Objectives 
 
18. To improve quality and relevance for students in tertiary education by strengthening the 
link between funding of tertiary education institutions and accountability for performance. 

 

Rationale for Bank Involvement 
 
19. The rationale for Bank involvement in Chile stems from the lengthy and substantive 
partnership that Chile has forged with the Bank in tertiary education since 1997.   This 
partnership has involved co-financing and technical assistance, and the Bank has been a valued 
partner in both arenas.  Along with the OECD, the Bank is the non-Chilean institution with the 
deepest knowledge of Chilean tertiary education.  The consistent record of analytical work and 
other requests for policy advice are a testament to this.  
 

(c) Co-financing: The World Bank has supported Chile’s tertiary education sector since 
1997 through the 1998 – 2005 Higher Education Improvement Project – 
MECESUP1 (Ln.4404) and the 2005-2010 Tertiary Education Finance for Results 
Project – MECESUP2 (Ln.7317). Through these projects, quality improvement was 
competitively funded, performance-based funding was piloted, and the accreditation 
system and the tertiary education information system were created, among others.  

 
(d) Technical assistance: Chile has contracted the World Bank and the OECD to carry 

out major policy reports over the past four years.  In 2009, the World Bank and the 
OECD published a comprehensive review of the entire tertiary education system.  
The publication was widely disseminated and discussed in Chile.  In 2010, a subset 
of the World Bank/OECD team carried out and published a review of the Becas 
Chile Program.  In 2011, the Government asked the World Bank to conduct a 
comprehensive empirical analysis of the effectiveness of the CAE Program.  The 
recommendations for that analysis underpin some of the changes currently 
underway. Throughout this period, the World Bank has provided ad hoc policy 
advice, drawing on its deep, evidence-based tertiary education work in Latin 
America and beyond, and on the combined knowledge of the Tertiary Education 
Thematic Group (Coreheg).  

 
 
Description 
 

Project Components 

20. The Project would achieve its development objective through the implementation of the 
following two components.  

 



 

 

21. Component 1. Performance Agreements (Total: US$155 million, Bank: US$38 
million).This component will help strengthen the link between funding and accountability for 
performance. It will scale up the use of innovative performance-based funding agreements 
with TEIs, piloted under the MECESUP2 project. These will help create: (i) stronger visions 
of each TEI’s educational mission; (ii) clear paths with specific time-bound goals to measure 
progress towards these; and (iii) funding incentives for achieving goals and targets. The 
scaled-up regime of performance agreements (CDs, Convenios de Desempeño) in 
MECESUP3—to be made directly between the Ministry of Education and competitively-
selected TEIs—will prioritize changes that directly impact both quality and relevance. These 
include: 

 
(a) Improving the quality and relevance of learning by (i) sharpening student learning 

goals for courses and degree programs; (ii) aligning curricula with international best 
practice; (iii) increasing the amount, quality, and capacity of human capital for 
tertiary teaching and research by increasing faculty qualifications; (iv) raising labor 
market relevance of programs; (v) developing new programs in strategic areas; (vi) 
promoting innovative educational models that improve student learning; (vii) 
providing remedial education to students who require it; (viii) integrating 
technology into the learning experience; and (ix) facilitating credit transfer and 
pathways between technical tertiary and university education. This will ultimately 
raise faculty qualifications, reduce time to graduation, increase first-year retention, 
and improve graduate employability and wage premiums.  

 
(b) Strengthening managerial capacity within TEIs by: (i) strengthening institutional 

analysis, self-evaluation, and the articulation of institutional improvement 
strategies; (ii) sharpening institutional priorities and goals; (iii) increasing capacity 
for institutional management and the alignment of resources and activities with 
institutional goals and priorities; (iv) facilitating measurement of efficiency and 
effectiveness; and (v) enhancing internal and external accountability. The resulting 
changes in managerial capacity will underpin and facilitate improvements in quality 
and relevance.    

 
22. Most tertiary institutions, especially those publicly-financed, lack sufficient discretionary 

resources to fund initiatives to improve quality. MECESUP provides this funding through 
Performance Agreements (CDs). Through MECESUP funding, an institution could 
implement a plan for upgrading of faculty qualifications by providing promising staff with 
scholarships for graduate education.  Or the institution could create an office of institutional 
analysis to focus on better measuring the impact of on-going activities and implementing 
recommendations from the accreditation process.  To change practices in the classroom, CDs 
could fund the staff time required to redesign degree programs and curricula and/or to 
introduce new teaching methods and technologies.    

 
23. The degree of complexity of each performance agreement will determine its length and 

amount of resources. There will be two types of performance agreements: Institutional CDs, 
which will be comprehensive nature, and focused CDs, which will be more targeted.     

 



 

 

(a) Institutional CDs (CDIs, Convenios de Desempeño Institucionales), aim at 
supporting institutional or corporate change, thus impacting the whole tertiary 
education system. CDIs will largely improve the quality of teaching and learning, 
boost managerial capacity, and help TEIs pursue major and comprehensive 
institutional change. CDIs will have two parts to help maximize their leverage: a 
core and a varying number of complements (from zero to three). A CDI’s core will 
focus on institution-wide issues, namely (i) the remediation of basic skills among 
students from disadvantaged backgrounds; (ii) curriculum development and reform, 
in line with local needs and international best practices; (iii) the improvement of 
institutional analysis; and (iv) the improvement of institutional management. These 
four elements will be developed to a varying degree in each case. Additionally, the 
core of each CDI may include other actions specific to the TEI’s PMI. Furthermore, 
a CDI’s core may be accompanied with up to three complements that address the 
public policy priorities established by the Ministry of Education. These include: (i) 
training of (new) teachers for basic education; (ii) training of (new) engineers for 
the development of production and innovation; (iii) internationalizing domestic 
doctoral programs to make them world-class; and (iv) improving technical and 
professional education. CDIs would therefore have a core in every case, to which a 
number of complements will be added in some cases, following the institution’s 
priorities and capacities for change.  

 
(b) Focused CDs (CDFs, Convenios de Desempeño Focalizados), aim at supporting (i) 

early development of capacities for institutional change (in cases of institutions with 
insufficient capacities), and (ii) discrete activities for improvement and innovation 
in the quality of teaching, learning and management that stem from progress in 
knowledge and technology or are devised as pilot projects before including them in 
the institution’s PMI.  CDFs will thus be generally aligned with their institution’s 
PMI, but will not necessarily be linked closely to it. CDFs would have smaller fund 
allocations and would be implemented in shorter periods of time than CDIs. CDFs 
would not be eligible for additional complements.  

 
24. It is foreseen that Performance Agreement call for proposals are held in 2012-1 (first 

semester), 2012-2 (second semester), and 2013. At each call, there would be about 6 core 
CDIs with a total of 14-15 complements (2-6 per area of public policy priority) and 
approximately 18 CDFs. The foreseen budget for each type of CD is as follows: US$3 
million for core CDIs, US$0.5 million for CDFs, and a variable amount ranging between 
US$1 and $2.5 million for each type of CDI complement. At each call for proposal about 24 
CDs will be signed, with a cost slightly above US$52 million. (See table in Annex 2 for 
additional information.) 

 
25. Through these CDs, the Project will encourage investments in improvements of tertiary 

education that are consistent with Project Development Objectives and that to varying 
degrees focus on issues relevant to traditionally underprivileged populations: females, the 
poor, and racial and ethnic minorities. 

  



 

 

26. Component 2. Policy Support and Project Management (Total estimated cost: US$5 
million; Bank: US$2 million). This component has two subcomponents: 2.1 Policy support, 
and 2.2 Project management. The first of these will provide the policy support needed for the 
implementation of the tertiary education reforms underway. These may include the transition 
to a new Under-Secretariat of Tertiary Education, aspects of the new Superintendence, efforts 
to strengthen accreditation, and the design of a Student Financial Aid Agency. As pending 
legislation becomes law, the new Under-Secretariat will face significant implementation 
challenges and require technical assistance. This subcomponent will provide for these needs. 
The second subcomponent will support the operation of the project implementation team, 
which will be within the Division of Higher Education (DIVESUP) in the Ministry of 
Education. In DIVESUP, this subcomponent would finance equipment and software required 
for high-level performance (i.e. computers, computer systems, and information system 
software, among others), personnel training, and professionals to help carry out Component 1 
activities.   

 
Project Financing 

Lending Instrument 
 
27. The lending instrument used will be a Specific Investment Loan (SIL) at the Government’s 

request.6 This is appropriate given the flexible nature of the instrument and the specificity of 
the investment.  

 
Project Cost and Financing 

 
28. The total cost of the Project is estimated at US$160 million, US$120 million of which 

constitutes the GoC’s contribution.  
 

Project Components 
Project cost 

(US$M) 
IBRD Financing 

(US$M) 
% Financing 

1. Performance Agreements  
2. Policy Support and Project 

Management 

155 
5 

38 
2 

24.52% 
40% 

Total Project Costs 
Interest During Implementation 

Front-End Fees 
Total Financing Required 

 
 
 

160 

 
 
 

40 

 
 
 
25% 

 
Lessons Learned and Reflected in the Project Design  

29. The previous MECESUP1 and MECESUP2 provided valuable learning opportunities 
regarding tertiary education reforms, leaving lessons that have proved useful in the design of 
MECESUP3. The primary lesson from MECESUP2 is that performance agreements are 

                                                 
6 The previous MECESUP2 Project constituted the first phase of an Adaptable Program Loan. However, as made 
clear by the Implementation Completion and Results Report for that Project (Report No ICR00001840, June 24, 
2011, page 10), the Government requested a change to a more adequate lending instrument.  



 

 

successful in changing institutional culture. These agreements were public commitments of 
individual institutions to seek improvements in exchange for a Government commitment to 
fund them.   The experience of the MECESUP2 pilot CDs is that the process of taking such a 
public decision, signing a contract, and committing an institution to specific changes is a 
powerful catalyst to change.   Some observers believed that the public commitment trumped 
the financial resource as the true engine of change in the MECESUP2 pilot CDs.  Once 
institutions have publicly committed to a program of reforms, they are motivated to deliver 
on the promises.  This was true at institutions which previously suffered from widely 
recognized malaise and demoralization.  

 
30. Competent and stable leadership and team in the PIU are a key component of success. The 

MECESUP2 PIU already had institutional experience with the MECESUP1 project, which 
facilitated implementation of MECESUP2. More importantly, however, the team was 
composed of competent and well-prepared professionals committed to Project goals. Little 
turnover allowed for continuity and good leadership facilitated Project coordination, 
execution and credibility. This same team is in charge of implementing MECESUP3.  

 
31. Realistic timelines for implementation require taking into account the Borrower’s cycle for 

budgetary approval in Congress and the internal approval processes for the various legal 
documents needed throughout the life of the Project. In MECESUP2, resources awarded in 
one fiscal year could only be disbursed the following year, initially triggering some 
implementation delays. The time required for internal approval processes is highly variable, 
and adequate flexibility has been included in MECESUP3 project timelines.  

 
32. Execution of performance-based funding requires experienced staff to mediate between the 

TEIs implementing the agreements and the Ministry of Education. As implemented, the 
performance agreements depended heavily on negotiators hired specifically to mediate 
between the TEI Presidents and the Ministry of Education. Without suitable negotiators, 
national policy goals would have been difficult to reconcile with the reality of the 
institutional environments where they were meant to be implemented. The highly qualified 
negotiators helped the agreements gain traction. Generally these were former Presidents or 
academic Vice-Presidents of universities themselves, familiar with and well regarded in the 
academic community. Their past experience gave them credibility with both parties to the 
negotiations, and allowed the negotiations of performance metrics to be productive and 
grounded in the reality of the situation of each institution. Further, these negotiators were 
instrumental in developing specific goals for each university and the detailed indicators used 
to measure progress in achieving them. These negotiators will be an integral component of 
MECESUP3 CDs.  

 
Implementation 
 

Institutional and Implementation Arrangements 

33. The agency responsible for the implementation of both Components 1 and 2 will be 
DIVESUP. The group of people within DIVESUP in charge of implementation, referred to as 
the General Coordination of Mecesup, have 13 years of experience working with the World 



 

 

Bank in the previous MECESUP1 and 2 projects. Stable leadership continues at its helm and 
continuity characterizes its team. 

 
34. The General Coordination of MECESUP has four thematic technical directorates and three 

support units (Administration, Analysis and CD support, and Communications) to perform its 
tasks. Each of these has clearly defined tasks in their respective area of responsibility.  

 
35. Competitive rounds will be held to select those TEIs with which the Ministry of Education 

signs performance agreements. All accredited TEIs may compete for funds by submitting 
project proposals with clearly defined and measurable objectives, strategies, action plans, 
milestones, goals, and performance indicators.  

 
36. Proposals will be evaluated by an Evaluation Committee, which in each case will be steered 

by the Director of Mecesup and will include at least five prestigious professionals selected by 
the Head of DIVESUP. The Evaluation Committee, on the basis of a closed list of evaluation 
criteria, will submit a recommendation for selection to the Selection Committee. 

 
37. The Selection Committee will be responsible for selecting, on the basis of the 

recommendations from the Evaluation Committee, those proposals that will be invited to 
negotiate and sign a CD. The Selection Committee will be composed of one professional 
selected by the Subsecretary of Education, the General Coordinator of MECESUP, and at 
least three prestigious professionals selected by the Head of DIVESUP. Formally, the 
selection is made by the Minister of Education, upon recommendation of the Selection 
Committee. Selected TEIs are invited to fully develop their proposals, negotiating directly 
with the Ministry of Education to establish the contractual, budgetary and technical terms of 
their agreements. 

 
38. TEIs will carry out the activities as per the CDs and will be responsible for conducting 

procurement and financial management in accordance with the stipulations of the 
Operational Manual and the requirements of the General Coordination of MECESUP (and of 
the Bank). MECESUP2 sponsored the creation of Institutional Coordination Units (ICU) in 
TEIs receiving project funds. ICUs had an upstream role of helping TEIs prepare funding 
proposals and a downstream role focused on implementation, fiduciary management and 
monitoring and evaluation. ICUs will continue in MECESUP3, with additional ICUs 
sponsored in TEIs that lack one. There will be significant capacity-building efforts on behalf 
of the Mecesup team to strengthen and upgrade CD management.  

 
Sustainability 
 
39. The GoC demonstrates a strong commitment to and ownership of the MECESUP 
program and its relevant policies. Since the closing of MECESUP2 on December 31, 2010 the 
Government has continued to finance the activities of the PIU. It will continue to do so until 
MECESUP3 is effective. In addition, the Ministry of Education recently institutionalized 
MECESUP, absorbing the PIU, renaming it informally as the Department of Institutional 
Financing (DFI), and giving it responsibilities for all public funding of TEIs. This type of 
arrangement shows the continuity and permanence of MECESUP activities for the GoC. 



 

 

 
40. The GoC has also addressed factors that are critical to the sustainability of the Project. 
 

(a)  Upgrading human capital: Divesup continues to upgrade the quality of its human 
capital and improve its internal efficiency. Several new PhDs have been brought on 
board, including one in charge of managing the newly created Center for Higher 
Education Studies within the Ministry. This center will further improve internal 
efficiency by providing opportune evidence and information for policy decisions.  

 
(b) Increasing the reach of accountability for results: Beyond MECESUP3 funds, the 

Government is exploring ways to change the way base funding is allocated to public 
universities. The President and Minister of Education have discussed a proposal to 
move towards a performance-based system for an additional 5% of base funding. 

 
(c) Increasing access and equity: The GoC has enhanced access and equity in tertiary 

education through student scholarships and loans. CAE has grown exponentially 
and now has over 300,000 borrowers (more than a fourth of Chile’s undergraduate 
students), and over 60% of them come from the lowest two income quintiles. 

 
 
Lessons Learned from Past Operations in the Country/Sector 
 
41. The previous MECESUP1 and MECESUP2 provided valuable learning opportunities 
regarding tertiary education reforms, leaving lessons that have proved useful in the design of 
MECESUP3. The primary lesson from MECESUP2 is that performance agreements are 
successful in changing institutional culture. These agreements were public commitments of 
individual institutions to seek improvements in exchange for a Government commitment to fund 
them.   The experience of the MECESUP2 pilot CDs is that the process of taking such a public 
decision, signing a contract, and committing an institution to specific changes is a powerful 
catalyst to change.   Some observers believed that the public commitment trumped the financial 
resource as the true engine of change in the MECESUP2 pilot CDs.  Once institutions have 
publicly committed to a program of reforms, they are motivated to deliver on the promises.  This 
was true at institutions which previously suffered from widely recognized malaise and 
demoralization.  
 
42. Competent and stable leadership and team in the PIU are a key component of success. 
The MECESUP2 PIU already had institutional experience with the MECESUP1 project, which 
facilitated implementation of MECESUP2. More importantly, however, the team was composed 
of competent and well-prepared professionals committed to Project goals. Little turnover allowed 
for continuity and good leadership facilitated Project coordination, execution and credibility. 
This same team is in charge of implementing MECESUP3.  
 
43. Realistic timelines for implementation require taking into account the Borrower’s cycle 
for budgetary approval in Congress and the internal approval processes for the various legal 
documents needed throughout the life of the Project. In MECESUP2, resources awarded in one 
fiscal year could only be disbursed the following year, initially triggering some implementation 



 

 

delays. The time required for internal approval processes is highly variable, and adequate 
flexibility has been included in MECESUP3 project timelines.  
 
44. Execution of performance-based funding requires experienced staff to mediate between 
the TEIs implementing the agreements and the Ministry of Education. As implemented, the 
performance agreements depended heavily on negotiators hired specifically to mediate between 
the TEI Presidents and the Ministry of Education. Without suitable negotiators, national policy 
goals would have been difficult to reconcile with the reality of the institutional environments 
where they were meant to be implemented. The highly qualified negotiators helped the 
agreements gain traction. Generally these were former Presidents or academic Vice-Presidents of 
universities themselves, familiar with and well regarded in the academic community. Their past 
experience gave them credibility with both parties to the negotiations, and allowed the 
negotiations of performance metrics to be productive and grounded in the reality of the situation 
of each institution. Further, these negotiators were instrumental in developing specific goals for 
each university and the detailed indicators used to measure progress in achieving them. These 
negotiators will be an integral component of MECESUP3 CDs.  
 
Safeguard Policies (including public consultation) 
 

Safeguard Policies Triggered by the Project Yes No 

Environmental Assessment (OP/BP 4.01) [ ] [ X] 
Natural Habitats (OP/BP 4.04) [ ] [ X] 
Pest Management (OP 4.09) [ ] [ X] 
Indigenous Peoples (OP/BP 4.10) [X ] [ X]  
Physical Cultural Resources (OP/BP 4.11) [ ] [ X]  
Involuntary Resettlement (OP/BP 4.12) [ ] [ X]  
Forests (OP/BP 4.36) [ ] [ X]  
Safety of Dams (OP/BP 4.37) [ ] [ X]  
Projects on International Waterways (OP/BP 7.50) [ ] [ X]  
Projects in Disputed Areas (OP/BP 7.60)* [ ] [ X]  

 
Contact point 
 
World Bank: 
Contact: Michael F. Crawford 
Title: Senior Education Specialist 
Tel: (202) 473-3673 
Email: Mcrawford1@worldbank.org 
 
Borrower/Client/Recipient 
Contact: Juan José Ugarte, Division of Higher Education, Ministry of Education     
Title: Head of the Division of Higher Education, Ministry of Education 
Tel: +56 2 3904000    
Email: -  

                                                 
* By supporting the proposed project, the Bank does not intend to prejudice the final determination of the parties' claims on the 

disputed areas 



 

 

 
Implementing Agencies 
Contact: Ricardo Reich  
Title: Director of the General Coordination of Mecesup    
Tel: (56-2) 487-5300    
Email: ricardo.reich@mineduc.cl  
 
1. For more information contact: 

The InfoShop 
The World Bank 
1818 H Street, NW 
Washington, D.C. 20433 
Telephone:  (202) 458-4500 
Fax:  (202) 522-1500 
Email: pic@worldbank.org 
Web: http://www.worldbank.org/infoshop 

 


