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3. Private and Public Education
consumption and transfers
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Figure 1. Lifecycle Deficit, Chile 1997
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“IN-KIND Inflows

Per-Capita In kind Transfers (Scaled to NIPA Controls)
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* Per-cap Inflows

= Per-cap In Kind
Per-cap Cash

roveEryealcing efiect of public cash
trarsfers




OUTFLOWS7Taxes

Indirect Taxes

— — — Value Added taxes
Income Taxes
Social contributions
=== Total taxes
Direct taxes
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—— Private Inflows
Net Private Transfers

= Savings Per-Capita
— Asset Income Per-Capita with controls
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O Asset reallocations

O Net Private Transfers
B Net Public Transfers
D Work

(1997)




e Cycler Defici 1087-1OCA

S —
cle deficit Relative to Average Labor Income (30-49), 1987-1997

Source: Bravo and Holz (2007)
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= Labor force Participations
- Per-Worker Earnings
i = Rate of Employment
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Women are Odd that labor earnings per
increasinglyin worker changed so much in K
0.4 - formal sector? these ages. Could this be Dglays n
due to small sample size or retirement?
o smoothina nrohlems?
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Fuente: Bravo and Holz (2007)

EprTg+ EprTg-

1987 62,9 50,4

élncrease it (Becker and Chiswick 1958), or
lieduce it (Psacharopoulos 1966), depending
interplay: of demand and supply factors

=i the factors (ability, time preference for

-~ earnings) do not correlate with those affecting the
(family wealth and public resources), then

ever. youtn wittr high abilities will under-invest in

eatication, and. the distribution of income will reflect

lfe.access: to the supply or resources for

/nvestmernt (Becker 1958)




A general normative prescription is that public
resources/policies should serve to improve the
allocation of resources, allowing the differences
of Investment in education to be dependent only
on abilities and time preferences

Ty -

Sanplicy implications ofs

sechieopoules (1993)“Returin tolinvestmenta Global Update”

= Private Resources should flow to some
secondary and higher levels of education
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IREEION TN EIMECRaNIMPeVING EFICIENCY)
'_ntralized and introduced Voucher System
timtlated creation of Private Universities and instituted

GBI Reform (@imed! at improving equity)
dntroduced incentives to improve the quality of schools
Serving lower socioeconomic groups

Expanded student loan programs for higher education,
targeting poor students with high abilities

Source: Casen 1997-1987




Attendance rates by N_&g,@hll_er
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~ RealAtive rates of attendance. =
JiCiest torpooerest guintile);, Chile™"
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NINESTImates of Education Consumpuien Ghile
B (relative toraverage total consumption)
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(oxolorachin orloisle) Wore)
NECENt trends in' education consumption
cgey level and! public/private flows do not

Public programs can do much more to
iImproeve efficiency in resource allocation and
to contribute to reduce income inequality
(effects quantified with use of NTA series
and policy projection scenarios)




SSSSConclusions

IEpredUcInoNITetme by 6iyears, and are net tax payers

Iiifdayears later than before

PRIACANIta public transfers toward children are relatively

IMBLEST, especially by comparison to theose received by the
derly;, who: have substantially lower poverty rates.

J13e elderly finance a large share (40%) of their
consumption with Asset reallocations. Public transfers
contribute 1/3, and labor income another 1/4. The elderly
do NOT rely on net private transfers, but all adults are both
(gross) givers and receivers

Public transfers in education for children and youth, could
help to improve overall resource allocation, reduce income
inequality and to fuel present and future econemic growth




