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lntroduction 

T he following study is in five parts. In the first part, the different proposals 
and goals for education have been collected, systematized and harmonized. 
The second part describes the methodology used to calculate resources. The 
third part contains comprehensive diagnosis of education and conditioning 
factors which have served as a basis for calculating cost. The fourth part 
contains interventions which will make it possible to meet the existing goals. 
The fifth part explores sorne options for funding additional spending to achieve 
education goals from 2008 to 2021. 
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Based on an analysis of ali the proposals for school education that have 
been made in recent years in Guatemala, the main objectives and goals of 
education for the next 15 years were identified. This was based on rearranging 
the goals to achieve maximum coherence for all objectives, avoiding overlaps 
as well as taking into account the frequency in which they appeared in the 
22 proposals analyzed, specifically including the Education Reform and 
Education Vision at the national and international levels, the proposals that 
were made at the World Forum on Education Dakar 2000, and the Millennium 
Declaration. 

Chart 1 
Goals based on the main national and international proposals 

Objective Universal education lmprove quality of education at all 
levels of teaching 

Goals 1.1 100% coverage rate for ear� child 
school educat,on by 2025 (9 .0% by 2021 ) 

2.1 100% completion rate at all levels by 
2015 

1.2 100% coverage rate for primary school 
education by 2009 

2.2 100% pass rate in primary school 
education by 2015. 

1 .3 1 00% coverage rate for basic secondary 2.3 100% coverage rate for the education 
school education by 201 S quality evaluation program for schools, 

teachers and students and 
implementation of measures as a result 
of these by 2009 

1 .4 41 % coverage rate for diversified 2.4 Annual increase in pass percenta�es for 
secondary school education by 2023 Education Evaluations at a II leve s 
(38.4% by 2021 l 

1 .5 Literacy rate of 93% by 2023 (91 .0% 2.5. 100% coverage of the permanent 
by 2021) professional training and specialization 

program for teachers by 2009 

1.6 80% coverage rate for non school 2.6 Labor and wage policy for teachers 
education for houths and adults (15-24 updated every five years from 2009 
years) outside t e school system by 2021 

1.7 100% coverage rate for technical or 2.7 Incentives system apilied to teachers 
professional training for youths and ali over the country rom 2009 
adults between 18-45 by 2021 

1 .8 100% coverafse rate in food for marfsinal 
urban schoo s and for rural schoo s by 
2021 

1.9 80% coverage rate for scholarship 
r,rograms ana school aid for children in 
amtlies living in poverty by 2021 

5 
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Chart 1 
Goals based on the main national and international proposals 

Objective Develop citizenship Conbibute to the recognition of a muhiethnic, 
pluricultural and multilingual nation 

Goals 3.1. Financia! decentralization program o( 4.1 100% coverage rate for bilingual 
the Ministry of Education operational intercultura/ education by 2025 (90.0% 
from 2008 by 2021) 

3.2. New currículum to reflect: a) citizens' 4.2 100% of pre-primarr and primary texts 
rights and obligations; b) regionalization with an intercultura approach by 2021 
by sociolinguistic areas o( education; e) 
community priorities taking into account 
linguistic, ethnic, gender, productivity, 
economic and socio-cultural 
characteristics; and d) development of 
democratic opportunities by 2021 

3.3. Management model agreed on and 4.3 100% teacher training coverage in 
operating by 2009 Mayan, Garffuna, Xinca and Spanish 

languages by 2013 

3.4. Coverage of local education entities 
operating in the 22 departments by 2013 

3.5. Política/ and social organizations receive 
five year compliance reports on 
education goa/s (published in 2009, 
2014, 2019 and 2023) 

3.6. Education information system (with 
agreed goals and indicators) operational 
by 2009 

Objective Promote gender equity in education 

Goals 5.1 Equal male and fema/e enrol/ment rate 
at ali leve/s of education by 2015 

5.2 Consultative Counci/ for Women and 
Girls operating in the Ministry of 
Education by 2009 

5.3 100% of early child education and primary 
texts with a gender equity focus by 2021 

5.4 100% of graduales from early child 
education, primary and secondary 
schools receive gender e9uity orientation 
(derived from incorporat,on of goal 3.2) 
by 2021 

lucation goa/s for calculating costs are illustrat,ve, 

These objectives and goals are the framework for deterrnining costs. The most 
important methodological elements for determining the cost of achieving 
these objectives and goals are described hereinafter. 

1 n this study, a cost-based methodology was used based on the functions 
of education provision in Guatemala, and then applied on the basis of public 
spending estimates for education in the past. 

The production functions are estimated to identify the determining factors of 
education coverage and quality, taking into account factors related to supply 
and demand. The estímate of production functions makes it possible to identify 
interventions which, through changes in education supply and demand, will 
permit compliance with the education goals presented. 1 The extent to which 
public spending should be increased and distributed in order increase coverage 
in accordance with the goals established was determined by taking into 
account econometric estimates and the effect of factors related to supply and 
demand. 

Once the cost of increasing coverage was established, the cost of improving 
the quality of education was calculated. The production functions of education 
which measure performance suggest that these interventions will again involve 
the demand for solving problems related to the drop-out and repetition rates 
which are partially issues related to coverage and quality. 2 However, the 
biggest efforts should focus on improving the quality of the education supply, 
especially regarding to capacity building among teachers, taking into account 
the ethnic-cultural diversity of Guatemala and establish new management 
methods. In these cases, the rnain challenges are not necessarily financia!, 
since political and management decisions are necessary to promote reforms 
to confront interests which are contrary to these reforms. However this study's 
terms of reference focused on the financia! costs of this type of reform. 

1 The eslimate of production íunctions allows to determine what conditioning factors have cxisted in the achievement, or 

not, oí education goals in the pasl. 1n the fulure these conditions may change, which in Methodological terms means it is 

necessary 10 make sorne assumptions abou1 the future which cannot be empirically demonstrated. 

2 Ahhough in the majority oí proposals they are included as quality goals. 7 
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The tw rrent and f utu re f actors:: .._; 

condffionalities far increased and improved· 
education in Guatemala r 

A. Education coverage 

Education coverage in Guatemala has progressed significantly in recent years. 
The greatest progress has been in primary education, where the net schooling 
rate (TNE) was 93.5% in 2005 far boys and girls between the ages of 7 and 
12, according to the 2005 Annual Statistics Directory of the Ministry of 
Education. At other levels achievements have not been as significant. Based 
on population estimates in the 2005 Annual Statistics Directory it has been 
calculated that there are about 1.2 mi Ilion children and adolescents between 
the ages of 5 and 18 who are not in school; this is 26.5% of the population 
in that age group. 

These average rates hide existing disparities between the different groups . 
Girls, indigenous people and rural families do not have the same access to 

education as non indigenous boys from urban households. Furthermore, there 
is a serious problem with older students in lower levels: almost a million 
children and adolescents in 2005. Late entry and the drop-out rate tend to 

be higher among indigenous people, and especially among indigenous girls.3 

The low Net Completion Rate (TNF) at different levels of education can be 

added to these phenomena. This indicator makes it possible to understand 
the huge challenge faced by the school system, because in addition to the 

need to attract children and adolescents to the school system, a special effort 
should also be made to make sure they progress within the system and not 
drop out, because out of every 100 children who started the first grade of 
primary school in 2000, only 39 managed to finished it six years later in 
2005.' The number is much higher far the three first years of secondary 
education (in 2005 50 out of every 100 children enrolled in 2003 completed), 
but access to this level of schooling continues to be very limited. 

1 As well as Edwa rds (2002), see K. Hallman et al (2006). 
' Rubio and Rego/USAID (2006). 

The < urrent and lull,Jre factor� nd 1t1on�l1tie� for mcreased and impro •� educatlon in Guatemala 

Chart 2 

Percentage of Net Completion Rate by level of schooling 2002 - 2005

leve! 
2002 2003 2004 2005 

Primary School 38.0 37.4 36.1 39.1 

Basic Secondary School 43.3 47.2 47.0 50.1 

Diversified Secondary School*/ 38.4 d.u. d.u. d.u. 

d.u. dala un�\lailable. ·/ Reícrs to graduation from thc fifth grade of secondary school. 

Sourcc: Rubio and RegolUSAID (200(,). 

1. Factors which determine education coverage 

Based on prior scientific studies' an exercise was carried out to explore the 

factors which determine whether families send their children to school or

not. The data used are from the National Survey on Living Conditions 2000

(ENCOVI 2000). A logistic regression model was used• which seeks to explain 

the probability of a child attending school with a certain number of variables.

The effects calculated by regression indicate that:

• Extreme poverty is one of the factors which has the greatest impact on

education coverage. 

• Girls are less likely than boys to attend school.

• Living in a rural area does not have a strong impact on children between 

7 and 12 years old. However, far children between 13 and 18 the probability

of them enrolling in the system drops if they live in a rural area. 

• Access to basic services has a positive impact. Access to services is also 

related to the decision to send girls to school because it reduces the time 

spent on housework.

This confirms that the family's socio-economic conditions, including poverty

and the parents' education, are decisive factors in education coverage in

Guatemala. These variables, which affect the demand far education, justify

interventions to contribute to overcome this kind of obstacle, which is not

necessarily linked to the supply of education provided by the State. In other

words, an increase in public education services throughout the country is

not enough to increase education coverage in Guatemala. lt is particularly

necessary to stimulate demand among families through policies to transfer

resources to families, conditioning them to the obligation to send their 

children, boys and girls, to school.

This is already being done to a certain extent through scholarships, but the 

s See Kakwani et al (200S), Bedi et al (2002) and Beltr�n et al (2005). 

6 The LOGIT model is based "'' a non linear probabili1y model which makes it possible to forecast a variable dichotomic response for 

primaiy school enrollmen, or otheiwise, ci a child between the agesof 7 and 12, based on a setci explanatory quantitative orqualitative 

variables. 

9 
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magnitude of coverage probfems impfies a need to increase the number and ­value o f  schofarships, o r  even better, to impfement a cash transfer systemwith greater impact.

2. Quality of education in Guatemala In speciafized fiterature there is no consensus on what quality educationrepresents. Quality can be evafuated from different viewpoints, taking intoaccount efficiency, excelfence, integral quafity or total quafity. In any casea common denominator in these approaches is that quafity education shoufdenable the pupif to participate in the society, in family fife, the labor marketand pofitical life, affowing each individual to be a fulf citizen and devefophis or her capacities.1 To achieve this objective, education shoufd develop cognitive knowledge and attitudes, but these abifities cannot be measuredsolefy by drop-out and repeat rates, so this supports the measurement of
school performance by evafuating fearning, even when it is stifl not possibfeto evafuate the devefopment of the whole range of abilities that educationshoufd contribute to devefope. 

At the nationaf leve/ performance evafuations have been made for readingand mathematics in children in the first and third grades of primary schoofand in recent years of graduates at each leve/ in arder to measure the quafityof education. Evafuations of the system have been made by the NationalSchoof Performance Evaluation Plan (PRONERE) and by the National System of Education Evafuation and Research; they indicate a fow fevef of performanceat ali levels antj a huge disparity between regions, areas and sexes.

Chart j Results of evaluations of Cuatemalan students from severa! different yearsFigures are in percentages 
Level 

1st grade of 
Primary School a/ 

3,c1 grade of 
Prirnary School bJ 

6•h grade of 
Primary School b/ 

Graduates of 
secondary school e/ 

Language 
Fa.iled / Must improve/ 

Unsalisfactor 

52.0 

61 .1 

78.3 

84.5 

Mathematics 
Pa.ssed / failed / Must improve / Pasiíed / Sali$factorv Unsatisfactory Salisfactorv 

48.0 72.5 27.5 

39.0 83.8 16.2 

21.7 56.9 43.1 

15.5 
a/ USAID (2005). Performance evaluation of reading and mathematics in sludents from first grade oi public primary 
schools in Guatemata. b/ PRONERE 12001 ). Report oí results of the Nalional School Performance fvaluation Program for the year 2001. Data 
correspond to pupils that answered correctly 62.5% of the questions. 

83.0 1 17.0 

d Nalional System of Education Evaluation and Research (2005). Report of the Evaluation of Students Graduating in 
2005. Ministry of Education. Source: Prepared using reports of evaluarion results. 

7 Seibold (2000). 

The C'urrent and future factors nd111onalities tOJ 1ncreased and irnprovcd educatiqn in Guatemala 

The USAID evafuation of first grade pupils in 2004 indicated that only 48.0%
of the children were capable of reading and understanding a simple sentence
with five words containing adequate lexical content, 45.3% were at the required
levef for addition, 38.6% for subtraction and 27.5% in overalf mathematical
criteria, with significant variations between the different departments. lndigenous
pupils scored 7 points less than non indigenous children in reading and 2 points
less in mathematics, and rural children scored 16 points less in reading and 10
points less in mathematics than urban children. Differences between sexes were
not significant. The evaluation of children who graduated in 2005 indicated the
same leve/ of inequalities and low levels of performance.

3. Factors which determine the quality of education

The results of estimates of education production functions to anafyze factors
which determine the quality of education, quality being understood as the
children's performance in evaluations as well as the efficiency of schools,
are presented below. 

The regression analysis suggests the following:
• Boys and girls from urban areas have an advantage compared to children

from rural areas. lndigenous boys and girls achieve lower resufts than
other children in ali areas and at ali levels.

• When parents have a higher leve/ of education the results of the evaluations
are also higher.

• The teacher's experience has a greater positive impact in first grade. In
third grade the relation between experience and results is weaker, but it
continues to have a positive impact.

• Schoof resources indicate that when the school has better access to basic
services, the learning environment will be better and the resufts wifl also
be better. Furthermore-schools which receive sorne kind of supervision
obtain better results and those which have multigrade classes have
significantly lower results.

The socio-economic conditions of households, deficiencies in education,
limitations of teachers, and management problems are ali problems which
have a negative impact on the quality of education in Guatemala. To evaluate
to what extent more public spending can contribute to solving these problems
requires a more thorough analysis, which is presented hereinafter.

11 
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4.Characteristics of key factors which determine the quality ofeducation 

a. Malnutrition as a condition that affects quality of education

There is evidence available of the negative effect of chronic malnutrition onschool performance in Guatemala and other countries. According to Jukeset al (2002) delayed growth (chronic malnutrition), even in slight or moderatecases, is associated with a substantial reduction of mental ability and withdeficient school performance. School health and nutrition programs helpboys and girls to improve school performance. However, because of theshortage of interventions at an earlier age, very often when children startschool they are already suffering the accumulative effect of years of malnutrition. 

Mother has secondary 
education 

Non indigenous 

Urban 

Mother has primary 
education 

NationaJ total 

Rural 

Mother has no education 

lndigenous 

o:O 

Graph 1 

Chronic malnutrition among children under five, 2002
Percentages 

10.0 
Source: Nationat Survcy on Mother Child Heahh 2002 ao.a 

The National Survey on Maternal and Children's Health 2002 reveals that 
49.3% of children under five years old suffer from chronic malnutrition, 
whereas anemia affects 39.7% of under five and 22.1 % of pregnant women. 
According to a study by ICEFI, the socio-economic factors which lead to 
chronic malnutrition among children include maternal health, income levels, 
the educational leve! of parents, access to health services and belonging to 
an ethnic group (Maya, Xinca or Garífuna).• These findings highlight the 
importance of providing nutrition programs, especial/y for the poor and for 
groups which are discriminated against. 

b. Ethnic inequality in education and the situation of bilingual and
intercultural education in Guatemala

The negative relation between belonging to the indigenous population andschool attendance, and the low results of indigenous children in performance
8 ICEFI (2007). 

lhe currL'nl ,md ítJture f.3ctors ndlltonahties ior incrcascd and improved education in Guatemala 

evaluations reflect interethnic gaps in education that exist in Guatemala. 
lnterethnic gaps have been diminishing very slowly. 

The Ministry of Education reported that in 2005 only 62% of indigenous 
children and adolescents in school age attended school.• An analysis of the 
Ministry's statistics also shows that the majority of indigenous children go to 
public schools and that less than 5.0% go to prívate schools.10 In this context 
the successes and failures of the management of the sector have direct 
repercussions on the learning and training of the indigenous population. 

Chart 4 
lndigenous students enrolled in the school system in 2005 

Public Prívate Cooperative Total 

Enrolled % Enrolled % Enrolled % Enrolled % 

Early child education school 132,199 37.5 5,350 6.4 - 137,549 31.5 

• Kindergarten 57,572 20.9 3,925 4.8 - 61,497 17.2 

•Bilingual early child 
educa tlon school 74,627 96.6 1,425 94.8 - 76,052 96.6 

Primary school 807,727 38.9 31,268 11.7 - - 838,995 35.8 

Basic secondary school 25,044 17.2 28,743 12.4 41,101 31.3 94,888 18.7 

Diversified secondary 
school 10,790 20.8 18,449 10.0 2,523 22.4 31,762 12.9 

Total 957,760 37.1 83,810 10.9 43,624 30.6 1,103,194 31.2 

Source,: 2005 Annual Statistlcs Directory oi 1he Ministry of Education. 

In performance evaluations on ave rage the indigenous population obtains 
5.3 points less than the non indigenous population. Only 43.0% of the
indigenous population in first grade achieved an appropriate leve! in the
reading-writing test in Spanish, compared to 50.0% of non indigenous
students.11 

c. Bilingual intercultural education in Guatemala

At present bilingual education is given in 14 Mayan languages and in Garífuna. 
In 2005 there were 4,114 bilingual schools, 6,470 bilingual teachers and 
206,300 pupils in bilingual education, During the same year the Strategic 
Framework to Revitalize Bilingual lntercultural Education in Guatemala was 
defined in order to increase efficiency and institutionalize bilingual intercultural 
education. 12 An effort has been made to expand the service through certified 
bilingual teacher training for early child education school and the first grade 
of primary school and an attempt has been made to expand bilingual education 
to the final grades of primary school, but with limited success so far. 

' Ministry oí Education (2006a). 
10 CNPRE (2006). 
11 PRONERE (2005). 
12 On this sub)ect see Ministry of Education (2006b). 13 
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Schools that offer Bilingual lntercultural Education are more efficient than 
other schools in the same geographical and linguistic areas." This higher 
leve! of efficiency is measured through better pass rates and lower drop-out 
and repetition rates. 

d. Teacher's employment situation

Teachers are one of the fundamental pillars for providing high quality 
education. The different quality measurement exercises coincide in pointing 
to the teacher's abil ity, professional ism and ex peri en ce as factors wh ich 
determine performance. 

According to the 2005 Annual Statistics Directory of the Ministry of Education, 
teachers in the public sector of Guatemala represent 59.9% of the total 
number of teachers working in the education system. Most of these teachers 
work in primary schools (74.5% of the total number) and early child education 
schools (15.3%). The two remaining levels represent a low number of teachers 
(10.2%) as a consequence of the limited participation of the public sector 
in secondary education. 

Furthermore, the Ministry of Education reported a total of approximately ten 
thousand multigrade schools,"of which 69.3% were the Selfmanagement for 
Education Development National Program (PRONADE) schools and together 
they attend 13.4% of ali students enrolled in the public sector at this leve!. 
An analysis of the production function of education confirms that multigrade 
classrooms are associated with a lower quality of education. 

Moreover, compared to people involved in other economic activities but 
with a similar leve! of training, the education sector fails to offer competitive 
salaries. For people with secondary education, the education sector offers 
lower salaries than the rest of the public sector, such as the electricity and 
water sectors, communications and transport and financia! service industries. 
For people with university degrees the education sector is even less attractive 
since it pays the lowest salaries. In other words, unlike other countries, 
teachers' salaries fail to represent an attractive incentive for people with 
secondary or h igher education." 

Finally, the existence of fewer incentives for areas with more needs (rural 
areas) results in teachers with greater experience preferring urban areas. 
Specifically, teaching in remote areas, with few basic services and far from 
urban centers is negatively rated (perceived as a punishment), which explains 
sorne of the differences in the quality of education between rural and urban 
areas. 

"Rubio (2004). 
H The figure of ten thousand in the Directory suggests that it is nota very reliable figwe. See page 12 of Ministry of 
Educa1ion (2006a). 
15 Lindert 12004). 

Tht cur.::-1 and fulu� ractol'\ nd1t1onalities for incre:sed nnd imp1 1 education in Guatemala 

ha 
Average experience of teachers of first and third grades 

of primary school 2004 - Average by area 

First grade Third grade 

Rural Urban Rural Urban 

Number of years teaching 7.26 13.33 8.35 15.20 

Number of years teaching in first/third grade of 
primary school 3.46 5.31 2.49 3.39 

Number of years teaching in this school 4.33 7.06 4.82 8.31 

Source: prepared with PRONERE lnformation (200S). 

The results of reading and mathematics tests applied in 2004 to teachers in 
public schools located in 21 departments of the country are particularly 
important. 1

• First, teachers in this study have an average experience of ten 
years, and the most experienced teachers work in urban areas. Second, the 
average ability of teachers is low in reading (in Spanish) and very low in 
mathematics, with wide variations between departments. Third, a positive 
and significant correlation was found between the results of teachers' reading 
tests and the students' results, suggesting that the reading ability of the teacher 
is important for improving students' academic achievements. Fourth, teachers 
who performed the best in tests are not planning to continue working as 
primary school teachers in the future, and teachers with the highest performance 
are not planning to continue teaching, although they plan to continue working 
in education. 

The implications of this evaluation include the need to implement teacher 
improvement and development programs to improve teachers' abilities in 
reading and mathematics; a review of the incentives system, both for keeping 
the best teachers as well as sending the most capable teachers to schools 
where they are needed; improvement of the teacher training currículum in 
the areas evaluated; and the implementation of selection processes for teaching 
candidates.'7 lt would also be a good idea to continue with teacher evaluation 
processes. 

e. Education management and the role of directors

The education production function and education performance in Guatemala 
described above demonstrates the impact of supervision: better results being 
achieved in schools that received sorne kind of supervision in comparison 
with schools that received no supervision at ali. 

16 Rubio and Salanic/USAID (2005). 
11 Rubio and Salanic (2005). 15 
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In order to estimate education costs as a proportion of the GDP it is necessary 
to make an estimate of expected GDP growth trends. Since future economic 
growth estimates are somewhat random, two probable scenarios will be 

presented: an optimistic scenario in which the annual growth goal of 6.0% 
proposed in the Peace Accords would be reached, and an intermediate 

scenario of around 3.2% based on past growth trends. 

A. The cost of extending coverage

1. Problems with coverage goals: primary and secondary school
enrollment and completion rates

In recent years there has been a significant increase in coverage as well as 
important reductions in the drop-out rate, so it is valid to consider whether 
maintenance of these trends will lead to achievement of the education goals. 

The resulting simulation which combines changes in coverage and drop-out 
trends with demographic trends, presented in the following chart, indicates 
that by 2021 the Net Schooling Rate (TNE by its acronym in spanish) for early 
child education school will be 74.4%, in contrast with the goal of 89.2%. 
In primary education the country would be close to achieving the goal. With 

regard to basic secondary education coverage would be 53.6% by 2021, far 
below the goal of 100%, and in diversified secondary education the rate 

would be 36.4%, _not very distant from the goal of 38.2% for that year.

(h1rtf 
Coverage goals and results based on trends, in percentages 

Results based on lrends Goal 
Level 

2015 2021 2015 2021 

Early child education 66.0 74.4 82.6 89.2 

Primary eclucation 96.6 96.7 100.0 100.0 

Basic secondary education 46.7 53.6 100.0 100.0 

Diversified secondary education 27.4 36.4 27.4 38.2 

Source: 8ascd on cs1imates. 

The low Net Completion Rates (TNF by its acronym in spanish) based on 
trends reveal the problems faced by the current school system and the 

limitations of restricting the analysis and goals to school attendance rates. In 
accordance with recent years trends, the TNF for primary school will be 

between 42% in 2012 and 48% in 2021, whereas for subsequent levels of 
schooling rates will be in the region of 60% and 80% for the same years. 

18 
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Graph 2 

Net Completion Rates in Primary, Secundary and Diversified School, 2005

Percentages 

90.0 
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Sourct: Prepa,ed based on populat\on projcctions and educJtloo indica1ion. 

In brief, if current trends are maintained, enrollment goals for early child

education school, basic and diversified secondary school will not be achieved,

but the enrollment goal for primary school will be reached. However, the

high enrollment for primary school fails to take into account the high drop­

out rate, late enrollment and grade repetition, which result in overage students.

Persistent school drop-out and overage rates will continue to lead to low net

completion rates in primary school, which becomes a barrier to increase 

coverage in following levels.

Additional interventions can be justified to increase coverage in pre-primary,

and basic and diversified secondary school, as well as other interventions to

reduce the drop-out and repeat rates, especially in primary school. lt is clear

that the resources estimated as necessary to maintain trends would be

insufficient for achieving basic coverage goals. 

i. How much wíll it cost to maintain trends?

With regard to costs, changes in coverage and drop-out rates would lead to

an average increase of 3.1% a year in the number of students enrolled for

the period from 2008 to 2021. This increase in students would have an impact

on total spending as a proportion of the GDP, based on previously established

cost estimates per pupil. In the high growth projection the total cost would

be between 1.3% and 1.8% of the GDP, depending on the year, whereas in

the case of medium growth, based on past rates, the cost would be greater 

and would remain at around 2.0% of the GDP. 
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2021 (if the growth goal of the Peace Accords is achieved) or 0.16% if growth 
continues on its present trend. 

c. Replacement of multigrade teachers in the first grade of primary
school

Since the first grade of primary school is so important, this grade requires the 
best trained and most experienced teachers in order to ensure that appropriate 
pedagogical strategies are used increasing the pass rate and reducing the 
repetition and drop-out rates for the first year. At the same time it will be 
possible to significantly increase the percentage of achievement of minimum 
curricular contents. One of the main limitations to reading-writing education 
is the multigrade classroom, which is very common in Guatemala. In principie 
the multigrade modality could be viable if the teacher had only a few students 
or possessed the pedagogical tools necessary for teaching them. However, 
in practice, having separate teachers for each grade is associated with better 
student performance. 

To eliminate a multigrade system in the first grade of primary school requires 
changing about 6,500 teachers who have children from several grades in 
their classrooms into teachers of single grade classes. This would be the 
equivalent of a 6.8% increase of school teachers in the public sector. This 
increase in the payroll for teachers hired as permanent staff with projections 
for salary scale increases, inflation and the growth of the economy would 
require an increase in resources of about US$ 26.7 million, or 0.07% of the 
GDP for 2008 to approximately US$ 71.5 million, or between 0.08% and 
0.12% of the GDP by 2021, according to growth trend estimates. 

i. lmprovements in education management through strengthening the
role of directors

One factor that has an impact on the quality of education in Guatemala is
the generally weak supervision mechanisms and education management
mechanisms. Education management should be aimed at achieving high 
quality results, addressing the basic needs of pupils, parents, teachers and 
the community. In order to produce changes and innovations in schools, in 
addition to externa! support bodies, it is essential to have an interna! engine 
to stimulate and facilitate these changes." Directors are the interna! engine 
and key figures for gaining the collaboration of ali the members of the 
educational community. 

Therefore, improvement of education management should be addressed 
taking into account that the director plays the most important role. Action 
needs to be taken on each of these problems that are related to a lack of 

JI Dalin, P. and Rust, V. D. (1990) (1996). 
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clarity on functions, schools without directors (because they are multigrade

schools with one or very few teachers), low salaries, and insufficient training.

a. lncrease in salary for school directors

This intervention would improve the income of directors so the director

position is more attractive when compared to other jobs that university

graduates pursue. 

A calculation has been made for the cost of increasing salaries for directors

based on three considerations. The first one takes into account the increase

in student participation as a result of interventions to increase coverage and

improve quality. The second consideration is that every five multigrade

schools could have one director to manage their operation. The third

consideration is the assumption that in early child education schools, education

management would be the responsibility of the director of the primary school

c I osest to it. 

Based on the above, it is proposed a salary increase of 28.3%" of the current

salary (2006), so for 2008 the monthly increase (including the 14th month

and Christmas bonuses) in nominal terms would be Q850.00 (U5$110.00).

This increase would result in financia! liabilities for severance pay and would

make it possible to reduce the gap which exists between the average annual

salary of a university graduate and that of a school director. 

In terms of the Cross Domestic Product, an increase in salary for directors

would cost about 0.10% in 2008, or US$35.2 million, and would vary

depending on the GDP growth trend. lf the GDP continues to grow at the

current historical rate, this intervention would cost 0.13% of the GDP in

2021. lf the GDP grows at the rate estimated by the Peace Accords, the cost

of this intervention would be approximately 0.08% in 2021. 

b. Incentive bonds for school directors and the training program

This bond would be linked to good performance in school management,

measured by quantifiable indicators. These bonds seek to provide incentives

for improving the quality of directors through incentives which reward

achievement of goals related to education management. This type of incentive

requires the establishment of management follow-up indicators which need

to be evaluated systematically over time at the end of each school cycle. 

The incentive bond would permit directors whose management is satisfactory

according to evaluations to receive the equivalent of a 14th month bonus,

approximately Q4,200.00 (U5$540.00). School directors who fail to achieve

32 This increase in salary in addition to the incentive bond (nexl section} wil l make lhe income of school directors equal to 

75.0% of the estimated income received by university graduares in 2008. 
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satisfactory results would not have the right to receive this bond, and instead 

the resources would be spent on training programs to help them to improve 
their knowledge and skills. 

The cost of this program would be between 0.03% of the GDP in 2008 and 
0.04% of the GDP 2021, bellow current growth trends, and between 2 01 O 
and 2015 it would increase from US$11.3 million to US$16.5 million. By 
2021 the cost of this intervention would be US$23. 0 mi Ilion. 

iii. The cost of achieving the goals of bllingual and intercultural education 

The different education goals proposed require that education respond to the 
cultural and linguistic diversity of the country. The main demands expect an 
increase in bilingual intercultural education, a n increase in intercultural texts 
in the most important languages spoken in the country and finally, training 
for more bilingual teachers. Theoretically bilingual intercultura l education 
is the best system for children who do not understand the official languages 
and who are speakers of minority languages.3' 

a. lncreased coverage of Bilingual lntercultural Education

Although several organizations propose a goal of 100% coverage for bilingual 
and intercultural education by 2025, the extent of coverage for bilingual education 
(Spanish and another Mayan language, such as Garífuna or Xinca) is still being 
debated. However, one could assume that universal coverage in Guatemala for 
intercultural education is a goal as established in the Design of Education Reform. 
Therefore, it should not be surprising that there are no definitive estimates of 
specifically how many children should receive bilingual education. 

For bilingual education, proposals have been made with different levels of 
coverage for the Mayan, Garífuna and Xinca population. 3• In this report the 
basis used for estima ting the resources necessary is bilingual intercultural

education for primary schools in all the municipal districts where territorial 
languages prevail, and up to third grade where community or special languages 
prevail, in accordance with the classification of the Commission for making 
Mayan lndigenous Languages official in Guatemala. 

Estimates emphasize the fact that implementation of EBI (Bilingual lntercultural 
Education by its acronym in spanish) as explained above by 201 O would 

require almost 33,000 bilingual teachers, over 37,000 by 2015 and approximately 
40,000 in 2021. These figures, compared with the number of teachers required 

for 2008, mean that there is a deficit of about 19,000 bilingual teachers. The 
bilingual teacher training schools will have to significantly increase the number 

of bilingual teachers in national languages in the years to come to achieve this 
ll Barnach-Calbó (1997). 

3• See Rubio (20041. 

JS The Ministry of Education (2006a) report.ed that there were 1, l 92 new bilingual teachers in 2005. 
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goal.35 Therefore it would be necessary to consider a gradual increase in bilingual 

teacher training of 2,200 a year in the number of graduates in order to gradually

meet this goal. This calculation would mean that in 201 O there would be

20,000 bilingual teachers, 36, 000 by 2014 and 55,000 by 2021. 

Taking into account the greater training and knowledge requirements for

bilingual teachers, we propose the implementation of an incentive of an increase

equal to two monthly salaries paid proportionally each month and accepting

the respons1bility of financia ! liabilities for severance pay. The increase was

calculated as being US$762.20 in 2006 and each year afterwards for al i teachers

certified and working as bilingual teachers, including the financia! liabilities

for severance pay. So about US$84.0 mi Ilion are needed by 201 O and over

US$150.0 mi Ilion by 2021 in order to extend the coverage of Bilingual Education

in this form. These resources would represent an increase of between 0.2 and

0.3 percentage points of the GDP. lt would not be possible to achieve this goal 

before 2016 when the number of bilingual teachers would be sufficient for the

population that requires this type of teaching.

60,000 
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b. T exts with an intercultural focus in all Mayan, Garífuna and X inca

languages

Texts and educational materials are important tools for establishing Bilingual

lntercultural Education. The increase in coverage will require the production of

bilingual texts and materials for up to the sixth grade of primary school for K'iche,

Q'eqchi, Mam and Kaqchikel. For the other languages bilingual texts and materials

should be available up to the third grade of primary school. The cost of texts for

primary school pupils is between 10.00 and 20.00 quetzales (US$1.30 and US$2.60).36 

36 Porta/VSAIO (2006). 
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Using these costs as a basis, and taking into account population growth and 
the proposal of the Commission for Making Mayan lndigenous Languages 
official in Guatemala, the study estimates that the cost of producing bilingual 
texts for up to sixth grade of primary school for territorial languages and up 
to third grade of primary school for community and special languages will 
increase from US$ 35.6 mi Ilion in 2008 to US$ 45.9 mi Ilion in 2021

1 
which 

would be about 0.1 % of the GDP if the historical trend of economic growth 
continues. 

c. Training bilingual teachers

The availability of only a small number of trained bilingual teachers has 
forced the Ministry of Education to provide in-service training for teachers. 
The increase in initial training for bilingual teachers will gradually reduce 
the need for in-service training. However, permanent refresher training is 
necessary for teachers, so annual training for all bilingual teachers is estimated. 
Using the figure of Q.600.00 (US$77.50) for each teacher trained," estimates 
show that in arder to upgrade bilingual teacher training by 201 O will require 
about US$ 3.9 mi Ilion, by 2015 US$ 5.1 mi Ilion and by 2021 US$ 6.4 mi Ilion, 
equal to less than 0.01 % of the GDP for each year. 

i. The cost of achieving gender equity goals

Gender equity is a cross-cutting issue implicit in ali the other measures 
discussed. In -particular there are four specific measures related to gender 
equity which have cost and financia! management implications which should 
be taken into account. 

First, the goals related to equal enrollment should be achieved by giving no 
less than 51.2% of the Conditional Cash Transfers to girls and adolescent 
girls. Second, the CCT should be channeled through mothers; contributing 
to a change in favor of women in decision making patterns at home." Third, 
nutritional support programs should guarantee special assistance for pregnant 
women with anemia, as well as nutritional care or control for ali pregnant 
women. This would contribute to improve the quality of life of children and 
mothers. 

Finally, a revision of the education currículum is of fundamental importance
in arder to contribute to gender equity. As part of this effort, the goal of setting
up a Consultative Council for Women and Girls shou·ld be met. The main
function of this Council would be to revise school texts, curricula and
pedagogical practices to eliminate the transmission of ster,eotypes. This
Council, as well as the other three measures proposed, would give special
attention to indigenous women because of the exclusion to w,hich they are
37 Porta/USAID (2006). 
36 See Skoufias (2005). 
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subject. lt would be the responsibility of the Council to promote a gender 
vision to allow the society to develop free of prejudice of any kind. lt is 
suggested that the Council should be integrated by seven professionals,39 with 
compensation through an expense system. The cost of maintaining the Council 
would be US$66,800 in 2008, US$81,100 in 2015 and US$95,300 in 2021. 

ii. The cost of meeting goals on citizenship

The main components of goals for developing citizenship are set in the areas 
of management and curricular transformation so that the school system can 
transmit the necessary values to develop citizenship. In tenns of management, 
the cost of strengthening the role of the director has been calculated. Two 
goals still need to be taken into account in this field, both related to citizenship. 
The first has to do with agreeing on a management model and the second 
with the establishment of an education information system. 

The consensus reached on the management model includes political 
participation and action and its cost and implementation will be subject to 
an agreement on this issue. For this reason it is not clear how much it could 
cost to operate although it is evident that it will include the growing participation 
of parents and members of the community, taking advantage of their 
experience.•0 

Furthermore, the establishment of an education information system has a 
practica! reference in the lntegrated Financia! Administration System (SIAF 
by its acronym in spanish) executed by the Ministry of Finance. This is an 
information system -referring not only to expenses but also to the type of 
indicators- which would be useful in education for decision making as well 
as for strengthening transparency in the sector. The education information 
system should standardize, update, and organize ali the information produced 
by the Ministry of Education and other state institutions involved in the 
education sector. A considerable amount of important information has already 
been produced such as the lnfrastructure Census and the Annual Statistics 
Directories . 

To calculate the cost of implementing this measure it is assumed that the cost 
would be similar to that of the SIAF, which for 2006 was budgeted at Q44.0 
million (US$ 5.7 million). In the years covered by this study the cost would 
increase from US$6.7 million in 201 O to US$9.0 mi Ilion in 2021. This 
investment would make it possible to manage information produced by the 
Ministry of Education and other variables which are important for improving 
interventions related to educational supply and demand. 

.39 1t could include a sociologist who should be an expert on gender, a pedagogue, an anthropologist and four experts on 

linguistics, mathematics, natural science.s and interculturality. 

40 Mínístry oí Educatíon 12006b). 
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This estimate of resources failed to take into account the fact that these 
resources, if used for education, might contribute to increase economic 
growth, as has been demonstrated by different studies.• 1 This improvement 
in economic growth might reduce the cost, as a proportion of the national 
income, of achieving increased and improved education in Guatemala. At 
the same time, higher economic growth and a higher level of education could 
reduce extreme poverty and the cost of conditional cash transfers, as well as 
support programs to reduce malnutrition. Moreover, improvements in 
management as a result of strengthening the role of directors and improving 
teaching abilities could increase spending efficiency, so more resources 
would be saved, thus reducing the need for resources in the medium term. 
These positive effects of reciproca! reinforcement could have a greater impact 
to the extent that a greater effort is made to obtain the resources necessary 
in the short term. 

Graph 4 
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A. Financia! gap in the Education Sector

The difference between the total amount of resources required in Guatemala 
to achieve the education goals and the value of resources that are currently 
allocated to education is significant but not impossible to eliminate. lt 
represents about QS,000 mi Ilion (US$669 million) for the initial years and 
gradually increases in subsequent years. 

The proportion of national income that would be needed to close this gap 
would be less if the Guatemalan economy were to achieve a more accelerated 
growth. For instance, if the GDP were to grow by 6% a year, as was envisaged 
in the Peace Accords, it would take between 1.7% and 2.0% of the GDP 
every year to fill the gap, whereas if growth were to continue the same as in 
the last ten years, it would require a larger percentage of the GDP, between 
1.8% and 2.7% of the GDP each year. 

Chart 1 O 

Budgetary gap accumulated by period */, in millions of US dollars 
and in GDP terms 

Concept 2008 2009-2010 2011-2012 2013-2015 2016-2021 

Total gap 
2008-2021 

Millions of US dollars 585.4 1,348.1 1,636.9 3,138.2 8,522.1 15,230.7 

According to economic 
growth envisaged by 1.7 1.8 1.9 2.0 1.9 

Peace Accords 

According to historical 
economic growth 1.8 1.9 2.1 2.4 2.6 

'/ The •mount in million� oí US dollars is the !turn oí lh<' gap of the year� com,idered during this period. For calculc1ting LhCc' gap in terms of eco 

�r0\"'1h the ac.cumulated �ilp hils been divided by lhe sum of the GDP far each of the yc¡¡rs cons1dered in this perind. 

Source: Prepa,ed w1th es11m.ilt><:I costs and GDP projec1ions. 

1.9 

2.4 

35 



lnur.ised and 1mprovi el education in Guatemala Uooa - 2021) How much w,11 1t cosr� 

B. Factors which condition the mobilization of resources

There is a series of factors wh ich affect the mobi I ization of resources for 
school education. These include the low leve/ of tax income received by the 
$tate, budget rigidity and commitments adopted as part of the Fiscal Pact and 
the Peace Accords, which are discussed below. 

1. Low level of tax income and public spending

According to recent behavior and projections made by the Ministry of Finances, 
the tax burden is about 10% of the GDP. As can be appreciated in the Multi­
annual Budget, no substantial modifications in tax collection are envisioned 
far 2009, which demonstrates the absence of plans to increase $tate income 
in the near future. 

Graph 5 
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i. Budget Rigidity

There are legal provisions in force which specify a pre-established destination 
for ordinary income, including constitutional contributions and VAT-Peace, 
which should be used for funding legislative and judicial operations and tax 
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administration, as well as spending on urban and rural development, the 
employer's contribution to the Guatemalan Social Security lnstitute, and the 
contribution to higher education. This means that with an increase in the 
general availability of State resources, these could not normal/y be used 
exclusively for education, unless special measures were adopted to guarantee 
this. 

ii. Commitments which condition the mobilization of resources

As well as the national and international obligations that should be taken 
into account in directing public spending and mobilizing resources for 
financing this expenditure, there is a series of principies and commitments 
in the Fiscal Pact which affects the way that additional resources should be 
mobilized, as follows: 

a) The tax system should be global/y progressive. This means that the
average tax burden (ratio between net tax income/ordinary GDP) will
increase to the extent that taxpayers' income is higher.

b) Stability and certainty are fundamental for reducing the risks of
unexpected or arbitrary changes, allowing taxpayers to predict the
amount of their tax obligations as well as progressing towards the
simplification of tax laws.

c) Fiscal decentralization should be encouraged to improve the provision
and quality of public services and extend access, management,
maintenance, citizen control, sustainability and transparency.

C. Proposals for mobilizing resources to cover the financia! gap and
achieve education goals for 2021.

1. The reallocation of the Central Government's public spending

Budget pre-allocations represent restrictions on the management of the central 
government's spending. Sorne studies estímate that two thirds of the tax 
burden already has a specific destination, thus resulting in budget rigidity.•2 

In the total amount of budget pre-allocations the most significant contributions 
are those which are supported by the Constitution of the Republic. These 
should not normally fall below 20.6% of ordinary income, but in 2005 they 
were only 18.0% of total income. The remaining 8.4% depends on the laws 
and on the specific collection of each tax, so this remaining percentage is 
less rigid than constitutional contributions, and could be modified in the 
medium term. 

42 Lavarreda et al (2005). 
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An analysis of the National Budget demonstrates that there are severe I imitations 
to the reallocation of expenditures as a means of mobilizing additional 
resources for school education. 

2. New resources

Facing the importance of pre-allocated resources, which would mean that 
with an increase in the budget for school education spending would have 
to simultaneously be increased in other sectors, so that additional spending 
on education would have to be 30% higher to cover these sectors, a proposal 
for discussion could be one that guarantees that the mobilization of resources 
for education be specific resources with a fixed destination in arder to comply 
with educational goals for 2021. This proposal, which could become a reality 
through the establishment of a Fund for Education to include these specific 
resources, would contribute to reduce the financia! gap by about 1 % of the 
GDP, depending on the economic growth assumption adopted for the future. 

a. Tax expenditure

Tax expenditure between 2004 and 2006 has been 14% of the GDP, a higher 
percentage than the goal for tax collection (12%). However, the nuances of 
this should be understood in arder to determine the type of privilege that 
could really be eliminated, resulting in more tax resources. A very conservative 
estimate is that l;>etween 0.8% and 1.0% of the GDP could be gained as result 
of reducing tax expenditure. This could be gradual fundamental support for 
covering the majority of resources needed for achieving education goals, 
especially in a scenario of high economic growth, but it would still have to 
be complemented with other measures to achieve the total amount of resources 
necessary. 

The reduction or elimination of privileges would affect the interests of specific 
groups and therefore, from a political viewpoint, would be difficult to 
implement. However, they would be positive measures which would provide 
greater transparency to the tax system. One measure suggested by Mann and 
Burke to support this effort would be the centralization of franchise concessions 
in the Ministry of Finances to guarantee transparency in the concession of 
franchises which grant tax exemptions and exonerations (VAT and tariff 
duties). 

b. Auditing measures

The mobilization of resources to achieve education goals by 2021 should be 
complemented with programs to attack tax evasion, accompanied by permanent 
improvements in the effectiveness of the Superintendence of Tax Administration 

38 

Mobilization oí reSOlJrCes to meel education goals by 1021 

(SAT) since an important action for mobilizing resources is the coordinated 
pursuit and prosecution of tax evasion. 

Auditing measures taken in 2006 by SAT demonstrate an increase of 0.9% 
in the tax burden because of the effect of administrative and auditing control 
measures linked also to economic growth, without modifying the tax rate. 

In the same way it is also possible to mobilize specific resources for education, 
so an increase in income can be calculated considering a vegetative growth 
of between 0.1 % and 0.4% of the GDP from a conservative viewpoint and 
depending on economic growth.• 1 

c. Direct taxation

Greater mobility of resources through direct taxation is not necessarily 
achieved by an increase in taxes focusing on income tax, but through a 
revision of exonerations and particularly exemptions which erode the tax 
base of direct taxes. Furthermore, a measure which could be effective in the 
short term consists of a gradual increase in income tax rates applicable to 
gross income. 

d. lndirect taxation

lndirect taxes are somewhat rigid in their trend, having risen from 6.6% in 
1996 to 7.1 % of the GDP in 2005. Customs duties are on a downward trend 
(24% in 1995 to 11 % in 2005) so tax collection has concentrated on the 
Value Added Tax (VAT) which went up from 3.6% in 1996 to 4.4% of the 
GDP in 2005. 

e. Public Debt

The different forms of mobilizing resources are based on an interna! effort 
that could be complemented with support from international cooperation, 
which in 2006 for the Ministry of Education represented 6% of the total 
budget, 2.6% from foreign loans and 3.4% from foreign donations as well 
as negotiation of the interna! debt. 

3. Reallocation of spending and new resources for local government

There is a certain margin for redirecting public expenditure in the local sphere 
to allocate a larger proportion to spending on education. Despite education 
being a national priority, it has not been reflected in the allocation of resources 
by municipalities in this sector. In sorne municipalities there is no budgetary 

43 Assuming the high impact oí administrativc measures up to 1.0% oí the GDP can be expec1ed as a rcsuh oí 
more eífcctive control. 
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line for education. The Municipal Code expressly indicates the responsibility 
of municipalities to support education, so it is val id to present this as a realistic 
option to local governments, in compliance with this provision, urging them 
to adapt their budget and allocate an increasing and significant percentage 
of it to education. 

To this, the funding of the Development Council System should be added. 
The relevant legislation is linked to stipulations in the Political Constitution 
of the Republic, different treaties and international conventions on human 
rights and ordinary legislation on similar subjects, especially in the Municipal 
Code. This legal base conveys the need to prioritize local spending on 
education. 

4. Options for mobilizing resources to generate the income required
for achieving education goals by 2021.

For the purpose of illustrating the options for funding education expenditure, 
two projections were made for the period from 2008-2021: the first is based 
on the assumption that economic growth will continue at its current rate 
(1996-2005), while the second is based on the assumption that the economy 
will grow as established by the Peace Accords (6% a year in real terms). In 
this summary we will only present the results of the first scenario. 

This section was completed for the purpose of illustrating the advantages and 
disadvantages óf the different options in relation to implementation. The 
effects of different policies have been simulated: a reduction of tax expenditure, 
an increase in income tax corresponding to gross income, an improvement 
in the collection of IUSI (Single Real Estate Tax) and an increase in VAT. 

a. Scenario with economic growth in accordance with recent trends

i. Reduction of tax expenditure (exemptions and exonerations)

Since it is impossible to automatically generate the necessary resources to 
achieve the education goals, the first reform option would recommend to 
reduce tax expenditure or fiscal privileges. lt is difficult to reduce these 
incentives because of the existence of "acquired rights" for sorne companies. 
Assuming that the elimination of these incentives would take 1 O years to 
achieve maximum potential, its contribution to the tax burden would generate 
approximately 1 % of the GDP in 2014. 

The elimination of this "tax expenditure" would make it possible to reduce 
the financia! gap of about 1.7% of the GDP each year and would lead to an 
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increase in the tax burden of 1.2% of the GDP by 2021. On average the debt 
would be at very similar levels to the last five years, which would be a 
problem for future governments, since they would have a very narrow margin 
for taking on additional debt. 

Graph 6 

Funding the Financial Gap with exemptions and debt 
Percentage of the Gross Domestic Product 
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ii. Reduction of tax expenditure (exonerations and
exemptions) and an increase in income tax on gross income

lncome tax on gross income, applicable to 5% of the gross income of 
individuals and companies has not been in force for long, so projections in 
relation to this tax should be made with reservations. In any case, to achieve 
a scenario in which indebtedness would be less than 1 % of the GDP, the tax 
rate should increase from 5% to 9%. The combination of both measures 
(reduction of tax expenditure and increase in income tax) would represent 
a significant in crease in the tax burden of up to 2.4% of the GDP. 
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Graph 7 

Funding the Financia! Gap with exemptions, income tax and debt 
Percentage of the Cross Domestic Product 
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iii. Reduction of tax expenditure and reform of the IUSI

For this measure, the assumption was made that if municipal finances were 
strengthened it would be possible for the country to achieve an increase in 
collection of the IUSI similar to Paraguay's performance, a country with 
similar income as Guatemala's and that is currently collecting 0.7% of the 
GDP. 

There are severa! different difficulties that could emerge. First, there could 
be an inverse correlation between the capacity of the municipalities and 
funding needs for education. Secondly, there would have to be coordination 
mechanisms established so that school education implemen\ed by local 
authorities would faithfully respond to the guidelines of the Ministry of 
Education. 

Mobilization of resources to meel education goals by 2021 

Graph 8 

Funding the gap with exemptions, IUSI and debt 
Percentage of the Cross Domestic Product 

3.0 �-----------------------------

2.5 _. 

2.0 -!---------------==---

1 .5 

1 .o 

0.5 -

o.o

2008 2009-2010 

■ Reduction of exemptions 

2011-2012 

■ lncrease in IUSI 

2013-2015 2016-2021 

■ Debt funding/donations 

iv. Reduction of tax expenditure and increase of VAT

Another option which exists for increasing expenditure for school education 
consists of increasing the VAT. According to recent trends, it would be 
necessary to i ncrease VA T to 15% so that the debt requ i red to cover the rest 
would be relatively small, about 0.5% of the GDP. In this case, the 
recommendation would be that VAT be a pre-allocated tax in the same way 
as VAT-PEACE since this would make it possible to increase the tax burden 
and use the whole amount for school education. 

Although VAT is a tax policy which has potential, two aspects should be 
taken into account. The first is that VAT tends to be a regressive tax and this 
contravenes the principies of the Fiscal Pact. Secondly, an increase in VAT 
may not achieve the right effects if there are no adequate control systems in 
place, mainly with regard to fiscal credit, since with higher rates there is a 
greater incentive to obtain fiscal credit without qualifying for it, declaring 
exports that have not been made, for example. 
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Graph 9 

funding the gap with exemptions, V AT and debt 
Percentage of the Cross Domestic Product 
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c. Sunimary of different scenarios

As can be observed, there are different options which exist for funding the 
gap in expenditure for school education. In all cases and with varying intensity 
in each case, funding will be possible with a combination of debt and an 
increase in tax collection. 

In brief, although one should stress that it is not possible to sustainably fund 
the needs of school education in the country without increasing tax collection, 
it is also important to take into account that ali the measures that would 
contribute to growth rates similar to those specified in the Peace Accords 
would make it possible to have a more favorable context for obtaining these 
resources. Nevertheless, the low educational level of the Guatemalan 
population is also a factor which limits the productive capacity of the country. 
So to the extent that tax measures are combined with an improvement in 
conditions for economic growth in the country and resources are allocated 
to school education, this could result in a virtuous circle in which economic 
growth will contribute to provide more resources for education and the 
educational achievements of the population will also help to produce a higher 
rate of economic growth and social development. 
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