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COMPTROLLER GENERAL'S
REPORT TO THE CONGRESS

DIGEST

WHY THE REVIEW WAS MADE

The United States has given educa-
tion development 1n Latin America
priority attention since the mid-
1960s  Brazil, which accounted for
a substantial part of this assist-
ance, recetved about $187 mi1l1ion
1n direct and indirect aid for fis-
cal years 1965-72

GAO reviewed U S a1d to Brazil for
education development because of
these facts and because of i1ndica-
tions of serious shortcomings 1n
management of the program

FINDINGS AND CONCLUSIONS

Effectiveness and management
of US aid to
Brazilian education

Most of the U S capital assistance
for Brazilian education was com-
mitted after 1967, and a substantial
portion of the commitments had not
been disbursed as of May 1973
Therefore, although results of the
education development brought about
by th1s assistance are sti1l in-
complete, planning has progressed
sufficiently to provide a basis

for evaluation

U S officials showed genuine con-
cern and interest for the U S -
supported education assistance
program, but GAO observed short-
comings that 1t believes will
adversely affect the net results

Tear Sheet Upon removal the report
cover date should be noted hereon

U S FOREIGY AID TO EPUCATINN-
DOES BRAZIL NFED IT?

Departments of State

and the Treasury,

Agency for International
Develooment, and ACTION B-133283

--The proaram was not designed to
1morove inequities in the Brazil-
1an education system (See p 34

--J S efforts have not been d1-
rected to solving the basic cause
of the shortage in qualified pri-
mary school teachers (See
p 42 )

--Brazil has not complied with the
financial commitments in the U S
loans requiring increases 1n 1ts
Federal resources for education
(See p 51,)

--Planned 1ncreases 1n secondary
school enrollment are being ad-
versely affected by school site
Tocations (See p 60 )

US aid to Brazi1l, 1n effect, sup-
ports an education system allocat-
1ng a substantial amount of oublic
resources to private schools which,
because of tuition fees charged,
discriminate against the less
affluent

This raises a basic policy question
as to the support's appropriateness,
but GAO was unable to 1dentify any
policy quidance concerning this
matter

External assistance to Brazil needs
mmproved coordination Various
donors have not developed a common
lending strategy to permit maximum
mmpact of foreign resources
Activities and programs provided



by some donors 1n the education
sector have overlapped, 1nvolved
duplication or marginal benefit,
and supported conflicting objec-
tives (Seep 17 )

A second U S education Toan for
$50 mi11110n was given to Brazil
prematurely because 1t was author-
1zed and signed before (1) specific
measurable goals were formulated,
(2) Brazi1's plans for using the
funds were established, and

(3) problems with the first Toan
for 432 m1111on were resolved

(See p 68 )

Need to continue U S
concessional aird to Brazil

In the overall assistance program
to Brazil, the United States 1s
providing about $50 mi1T1on 1n
concessional a1d 1n fiscal year
1973 and plans to provide about
$17 m11110on 1n fiscal year 1974
Brazil's need for such assistance,
however, 1s questionable

--Its gross national product has
grown at an average annual rate
of about 9 9 percent since 1968
?ndztota1ed about $50 bi1110n 1n

97

--1t accumulated $3 b11l1on 1n
foreign exchange 1n 1971 and 1972
Total reserves at the start of
1973 were about $4 2 b11110n

--It 1s able to obtain sustantial
economic assistance from other
sources For example, the Inter-
national Bank for Reconstruction
and Development, the Inter-
American Nevelopment Bank, and
the Export-Import Bank of the
United States authorized over
$900 m11110n 1n external assist-
ance 1n fiscal year 1972 alone

--Brazil, 1n turn, pledged some of
1ts resources 1n 1972 to the
Special Fund of the African De-
velopment Bank  The resources
of this fund, 1ike the more con-
cessional loan funds of the Inter-
American Nevelopment Bank and
the Asian Development Bank, will
be used 1o finance high-priority
development projects

--Aythorized but undisbursed
Agency for International Develop-
ment (AID) loans amounted to over
a quarter of a bi1lion dollars
as of May 1, 1973 (See p 80 )

RECOMMENDATIONS

GAD 15 making a series of recom-
mendations to the Secretary of
State and to the Administrator of
AID to-

--Correct or alleviate 1dentified
planning, implementation, and
evaluation problems (See pp
32, A1, 45, and 76 )

--Ascertain the degree to which
Brazilian public resources sup-
port private education institu-
tions

--Develop policy guidance on appro-
priateness of providing U S
foreign aid to a country allocat-
1ng a substantial share of 1ts
public education resources to
private schools (See p 49 )

GAO 1s also recommending that the
Secretaries of State and the Treas-
ury instrucl U S representatives

to other major international donors
to enlist the donors' support 1n
seeking methods to improve coordina-
tion of external assistance to
Brazil (Seep 27 )
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AGENCY ACTIONS AND UNRESOLVED
ISSUES

State and AID agreed with most of
the recommendations for 1mproving
U S foreign aid to Brazil for
education development (See pp
25, 41, 44, and 77 )

AID representatives with whom GAQ
discussed two other recommendations
1n March 1973--to 1nsure that loan
objectives would be achieved and
that AID would avoid authorizing
and signing development and All1-
ance for Progress loans before
establishing plans for using U S
Toan resources and formulating
goals for objective measurement
and evaluation of loan accomplish-
ments--said the formal agency
position would be expressed at a
later date

State and AID said informal arrange-
ments to foster coordination be-
tween external donors already
ex1sted and were generally satis-
factory Treasury commented that
ex1sting coordination arrangements
could always be 1mproved and that
1t would be better to concentrate
on 1mproving existing arrangements
than to 1ntroduce an entirely new
mechanism (See p 25 )

AID agreed to develop policy
guidance on the appropriateness of
providing U S foreign aid to a
country which supports private
education 1nstitutions and to as-
certain the degree to which Brazi1-
1an public resources support pri-
vate education However, 1t seems

Tear Sheet

that AID w11l not 1mplement these
recommendations 1n the near future
(See p 50 )

The agencies agreed with the facts
presented on Brazil's remarkable
economic performance since 1968 and
added that the picture was one of
1ncreasing economic strength and
capacity of the Brazilian fGovern-
ment to deal with 1ts own problems

Nevertheless, 1n response to our
report, the agencies said 1n Decem-
ber 1972 that current U S assist-
ance levels to Brazil--about

$50 m1111on 1n fiscal year 1973 and
about $17 mi1111on 1n fiscal year
1974--were consistent with U S
foreign policy objectives

However, 1n May 1973, we noted
indications that serious considera-
tion 1s now being given to an
orderly reduction for future U S
bilateral assistance to Brazil

(See p 81 )

MATTERS FOR CONSIDERATION BY THE
CONGRESS

The question of when a foreign aid
recipient, Tike Brazil, reaches the
point 1n 1ts development when 1t

no longer needs further U S con-
cessional assistance has not been
addressed by State and AID program
managers

GAO believes the Congress should
require the Department of State and
AID to 1dentify precisely and objec-
tively that point at which a coun-
try, such as Brazil, no longer
requires U S concessional
assistance.



CHAPTER 1

Y INTRODUCTION

We examined the management of U S direct and indirect
assistance to Brazil's education system after 1965 to eval-
uate the (1) long-term effectiveness of such assistance, (2)
adequacy of existing U S management controls, and (3) coor-
dination of such assistance with that given to Brazil by the
international community The agencies primarily responsible
for the assistance programs are the Departments of State and
the Treasury, the Agency for International Development (AID),
and ACTION (Peace Corps), with Treasury having primary re-
sponsibility for directing and managing U S 1interests in
international lending institutions

A draft of this report was submitted for comment to
State, Treasury, and AID Their comments were received about
December 11, 1972 Treasury's comments were classified at
that time and were resubmitted in unclassified form on
April 11, 1973 Peace Corps officials, in April 1973, agreed
with the facts in our report concerning their education pro-
gram 1in Brazil Portions of the agencies' comments are in-
cluded as appendix I Their comments were evaluated and in-
corporated into the report as we considered appropriate

To give this report the proper perspective, and as a
broad observation, we believe that the management problems in-
herent in operating a foreign assistance program are among the
most complex of any organized endeavor of the U S Government,
especially for a social sector, such as education.

The hypothesis underlying U.S foreign assistance policy
1s that only a developing country itself can create the inter-
nal conditions necessary to achieve a sustained rate of growth
and development and to make that growth and development self-
generating and self-sustaining The United States can only
supply missing components, principally capital and technology,
in an otherwise favorable situation. U S doctrine tradition-
ally has provided that an assistance program must serve as a
catalyst, permitting a recipient country to mobilize a large
and intensified development effort to attain a more ample and
equitable distribution of income and level of living for 1its
inhabitants. Thus, the effectiveness of both U S. assistance
programs and recipient country performance must be judged 1in
terms of development results.



We viewed assistance to the education sector as part of
the total U S assistance program to Brazil During fiscal
years 1965-68 U S bilateral development assistance to Brazil
annually averaged $275 mi1llion and was justified primarily
in terms of solving Brazil's balance-of-payments gap and high
inflation rate

Because of Brazil's rapid economic growth, AID's develop-
ment program has declined while other lenders' programs have
increased  AID's program since fiscal year 1969 has assumed
a complementary role, concentrating on the social sectors,
and has averaged $30 million annually AID officials state
that their declining program no longer has any real political
significance i1n Brazil and that, consequently, they have lost
some of their leverage to influence Brazilian policy due pri-
marily to the availability of funds from other sources

Since 1969 there has been a sharp increase in lending
to Brazil by the International Bank for Reconstruction and
Development (IBRD), the Inter-American Development Bank (IDB)
and the Export-Import Bank of the United States (Eximbank)
These institutions, according to AID, have met virtually all
of Brazil's external financing requirements in the major in-
vestment sectors--electric power, transportation, steel,
telecommunications, and mining Eximbank alone authorized
over $290 million in long-term loans to Brazil in fiscal
year 1972.

SUMMARY OF U.S EDUCATION ASSISTANCE

The United States has provided assistance to Brazil's
education sector for 30 years, most of 1t in the last sev-
eral years Technical assistance was given to the Brazilian
education sector through AID and international organizations
before 1967 but most of the capital assistance to education
began after 1967.

Because development 1s considered as a long-term endeavor
and because most of the U S capital assistance to Brazilian
education was committed subsequent to 1967, concrete results
of education development 1in Brazil brought about by such U S
assistance are incomplete  However, assistance planning and
performance has progressed sufficiently during the 4 years
prior to our review to provide a basis for evaluating the
activities



External education assistance to Brazil during fiscal
years 1965-72 amounted to $227 9 million, of which $187 1 mil-
lion, 81 5 percent, was provided by the United States--
$151 7 million directly through bilateral programs and about

$35 5 million indirectly through international organization
programs

The value of total direct U S education assistance from
1965 to 1971 was equivalent to 2 2 percent of Brazil's total
education expenditures If both direct and indirect assist-
ance were considered, the value would be equivalent to about
2 7 percent

WForms of direct U S assistance since 1965

AID assistance--$148 2 million

AID has four fund categories for bilateral assistance
(1) development and Alliance for Progress loans, (2) technical
cooperation and development grants, (3) supporting assistance,
and (4) contingency fund AID has used development and Alli-
ance for Progress loans ($82 million) and technical coopera-
tion and development grants (§66 2 million) to provide educa-
tion assistance to Brazil The $82 mi1llion of loan assistance,
which was only 19 percent disbursed as of May 1, 1973, was
authorized in two loans, $32 million 1in fiscal year 1968 and
$50 m1llion 1in 1970. The $66 2 million 1in grants 1ncludes
$45 5 m1llion in U S owned and controlled local currency and
$20.7 million in technical assistance grants

Peace Corps--$3 5 million

In July 1971 the Peace Corps was transferred into a new

agency called ACTION Its objectives, as stated by the Con-

gress, are to help the people of interested countries meet
their needs for trained manpower and to promote a better un-
derstanding of Americans abroad and of other people by Amer-
icans.

The Peace Corps conducts 1ts country activities separately
from those of Embassies and other U S. agencies It does,
however, consult with AID and State representatives in the
field and i1n Washington, D C , in formulating 1ts programs

Peace Corps involvement in Brazilian education began in
1965 and increased significantly until 1969, when about



21 percent of Peace Corps resources were devoted to education
From that time these allocations have declined significantly
and only 4.9 percent, 18 of about 370, of the volunteers were
involved in education projects in early fiscal year 1973
During fiscal years 1965-72, the Peace Corps education pro-
gram cost about $3 5 million

This lack of involvement in Brazilian education stems
from a management decision that the education sector 1s the
wrong one for the Peace Corps to be involved in  An official
explained during our in-country review that previous Peace
Corps projects had experienced considerable negative reaction
because Brazilians do not like direct American involvement 1in
the classroom  Therefore, because most Peace Corps projects
include direct contact with the people, 1ts current 1involve-
ment i1n education 1s limited

Brief history of U S assistance

U S assistance to Brazilian education can be character-
1zed as follows 1942-56, industrial education, 1957-63, 1im-
provement of elementary education, 1962-67, improvement of
Northeast Brazil elementary-basic education, 1967 to the pres-
ent, secondary education and the improvement of educational
planning and administration

We were advised that, because foreign assistance levels
to Brazil from 1942 until the Alliance for Progress was ini-
tiated in the early 1960s had been notably modest, no sweep-
ing education reforms had been possible When the Alliance
for Progress was formed, an entirely new dimension of U S
assistance became available and made comprehensive education
objectives possible

One of AID's earlier education efforts under the Alli-
ance for Progress was a 17 2 billion cruzeiro loan in 1963--
equivalent to about $22 million 1n purchasing power at the
time the cruzeiros were spent--to Northeast Brazil for im-
proving and expanding primary education. Various AID audit
reports show that, due 1in part to an unstable political sit-
uation and poor planning, few of the goals under this loan
were achieved.

In 1965, after the political situation stabilized, AID
began to focus on technical assistance, engaging 1n a plan-
ning project at the primary level and one at the secondary
level to i1mprove State and national education planning,
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a teacher-training project to attack the shortage of
qualified secondary teachers, and, a textbook project to dis-
tribute, among other things, 51 million free textbooks to pri-
mary and secondary students

Various AID audit reports show that the collective re-
sults of these projects were only peripherally effective
For example, the teacher-training project never got off the
ground due to student agitation caused by an AID-Ministry
of Education university reform project Under the textbook
project constructive efforts were made to build the organi-
zational and planning framework necessary for a national as-
sault on the textbook problem, however, in a quantitative
sense, the project fell far shori of 1ts goals because of
restricted Ministry of Education financing The elementary
planning project evolved from the critical analysis and model
plans for increasing the flow of students at the primary-
secondary level, but the planning was hampered by inadequate
Ministry of Education counterpart personnel and then frus-
trated by the subsequent phaseout of the Ministry of Educa-
tion entity as a planning unit  The secondary planning proj-
ect established planning units at the national level in sev-
eral Brazilian States, and from these planning units evolved
the specific plans for the first U S education loan.

This loan was the result of 2 years of joint AID-
Brazilian analysis and planning In late 1966 the AID Mission
began a comprehensive study of the Brazilian education sys-
tem, as a means of establishing priorities within the sector
and identifying the major problems This study, completed
in June 1967, identified a host of financial, institutional,
and pedagogical problems at the primary-secondary level, which
were analyzed as constraints on the efficiency and effective-
ness of the Brazilian system  Briefly the study explained
that in December 1961 primary-secondary education was fully
decentralized and responsibility transferred to the Brazilian
States However, at the time of this decentralization, the
States were 111 prepared to assume the burdens, particularly
at the secondary level, because their administrative capa-
bilities were weak and their financial resources inadequate
to cope with the growing operational and expansion needs
The Ministry of Education, which was to play a supervisory
and supplementary role, was itself burdened with a bureauc-
racy, being subdivided 1into over 70 separate departments
Moreover, Brazilian Federal Government transfer payments,
which were channeled through the Ministry of Education to the



States, were frequently delayed 2 or more years and were
generally inadequate

The study indicated that secondary education was the
priority area for assistance since unsatisfied demand was
greatest at that level and curriculum content was overly ac-
ademic 1n relation to manpower needs. According to AID,
three major conclusions became evident

--The most critical bottleneck in the education
system was junior high schools Most primary
school students, except 1n a few of the cities,
could not attend free secondary schools due to
lack of facilities

--The curriculum 1n junior and senior high schools
was directed almost entirely at college prepara-
tion and vocational skills generally were not
taught.

--The small number of secondary school students was
one of the main causes of social immobility and
disparity in economic and employment opportuni-
ties

AID authorized the first U S 1loan for $32 million 1n
June 1968 to assist the Government of Brazil to carry out its
program for expanding and improving secondary education,
primarily in four States U S funds were to be used for
constructing new school facilities, equipping these schools
to make the physical facilities fully operational, training
teachers and school administrators, and developing a balanced
curriculum  Photographs of these types of schools are shown
below. These schools are in the first phase of the program,
and 1t 1s estimated that their average costs will be $117,000.

A second U S education loan for $50 million was author-
1zed by AID in June 1970, praimarily to improve the use of
Brazilian financial and manpower resources in the primary-
secondary education system.

Our review concentrated on these two U S education
sector loans because of the significant U.S capital re-
sources 1nvolved and because of the declining education
grant program

10
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BRAZIL'S EDUCATION SYSTEM

Education in Brazil has been limited in quantity,
quality, and availability. It has significantly improved
1n recent years but is still characterized by major deficien-
cies.

Brazil, except for a few small islands, comprises one
land mass of about 3.3 million square miles and 1s the fifth
largest nation in the world in terms of territory, covering
almost half the South American continent, Brazil 1s only
slightly smaller than the United States. It 1s divided into
22 States, 3 territories, and the Federal District.

Brazil's 1971 population was approximately 98.4 mil-
lion, of which approximately 42.2 million were the pre-
scribed primary and secondary school age However, in 1971
only 42 9 percent of the primary-secondary school aged popu-
lation was enrolled in school., Moreover, in 1970 approxi-
mately one-third of the population over 15 years of age was
1lliterate.

Structure, administration, and financing

The Brazilian system of education until 1972 was erga-
nized in three levels primary (grades 1 to 4), secondary
(grades 5 to 11), and higher These levels functioned as
separate segments, with a further division within the sec-
ondary school between grades 5 to 8 and grades 9 to 1l. The
basic law for education, the 1961 Law of Directives and
Bases, provided for decentralizing the education system by
giving the States responsibility for elementary and second-
ary education The Federal Government retains responsibility
for higher education,

In August 1971 the Brazilian Congress approved a law
which will provide a basis for attempting to solve many of
the deficiencies of Brazil's education system Essentially,
the law provides for replacement of the traditional termi-
nology and concepts of primary, first- and second-level
secondary, and vocational education. In 1ts place the law
combined the first 4 years of secondary education (grades
5 to 8) with 4 years of primary education (grades 1 to 4)
into a continuous, compulsory, free 8-year program of funda-
mental education (grades 1 to 8) and concomitantly

13



established a 3-year program of diversified, comprehensive
secondary education for grades 9 to 11.

Financial support comes from public and private sources
and flows through Federal, State, and municipal agencies
Resources are directly applied by all levels of Government,
as well as by the private sector. Transfers, earmarked and
unearmarked, flow between all these agencies. Therefore,
according to the latest available AID education sector analy-
sis, precise data on total funding for formal education in
Brazil has not been available and analysis must be based on
partial data and the best obtainable estimates The latest
data available shows that public sector expenditures come
from Federal (30 percent), State (60 percent), and municipal
(10 percent) sources

A functional breakdown of the Ministry of Education's
1970 expenditures shows that 57 5 percent was devoted to
higher education, 17 percent to administration and miscel-
laneous programs, 15.9 percent to secondary education, and
9 6 percent to primary education. Nearly all State and muni-
cipality expenditures are for the primary and secondary lev-
els.

Both the public and private sectors operate institu-
tions at each of these levels. Private sector control 1s
especially prevalent at the secondary and higher level  The
latest available breakdown (1968) of enrollment by education
level in public and private schools 1s included as appendix II
Corresponding data on the actual number of existing school
facilities 1s available only for primary education

Progress during the sixties

Enrollment of the school aged population rose from
8.8 million in 1960 to 18 6 million in 1971, an annual growth
rate of 6.4 percent. Primary enrollments increased 81.6 per-
cent, secondary 268.3 percent, and higher 404 2 percent. ® The
percentage of the primary-secondary school aged population
in school increased from 28.3 percent 1n 1960 to 42 9 percent
in 1971. The table in appendix III shows a breakdown of
educational progress by level.

Federal and State expenditures rose between 1961 and
1970 at an average annual increase of 11.2 percent. Total

14



public education expenditures were reportedly budgeted at
$1.3 billion 1n 1972 Financial data referred to in this
report 1is shown 1in real terms and therefore 1s adjusted to
exclude the effect of Brazil's inflation on purchasing power.

In addition to the quantitative increases in enrollment
and expenditures, the Ministry of Education has experienced
an administrative reform, implemented in 1969, which re-
portedly has greatly increased i1ts administrative capacity.

Current problems

Despite these improvements in enrollments and adminis-
tration, the education system still has major deficiencies
and much remains to be done to improve i1t and make 1t more
responsive to the economic advances Brazil has made over the
past 8 years. AID documents showed the following major
deficiencies,

In pramary education, only about 53 percent of the
school aged population 1s enrolled and 20 percent of those
who enroll complete the fourth grade within 4 years. It 1s
estimated that 39 percent of the primary school teachers are
unqualified. Inadequate distribution of physical facilities
and unrealistic promotion requirements hinder the student
flow through the system. High repetition rates result in a
large proportion of overaged students in the first two
grades

At the secondary level, only about 27 4 percent of the
school aged population is enrolled. About half of all sec-
ondary schools, accounting for about 40 percent of total
secondary enrollment, are privately operated and charge
tuition. The public schools, in responding to population
pressures, must operate two and often three shifts daily
and even so are able to accept less than half of their
applicants. It 1s estimated that 70 percent of the secondary
school teachers are unqualified.

At the university level, education 1s heavily subsi-
dized by the Federal Government, yet less than 4 percent of
the appropriate school aged population 1s enrolled in higher
education., Because of the high percent of private secondary
schools and the frequent necessity of high school graduates
to attend private courses to prepare for the university

15



entrance examination, most of the university students are
relatively well-to-do by Brazilian standards, even though
tuition at this level 1s minimal Universities have tended
to be loose confederations of independent departments with
much duplication and little academic coordination.

An international organization compared 42 less developed
countries 1n educational achievement. Indicators on second-
ary and higher enrollments showed Brazil above the average,
ranking 17th and 12th, respectively, however, in primary en-
rollments 1t fell to 27th.

In summary, Brazil has made noteworthy gains in educa-
tion but 1s still deficient 1in education opportunities and
does not rank any better than average for less developed
countries of the world

16



CHAPTER 2

IMPROVEMENTS NEEDED IN COORDINATING

EXTERNAL ASSISTANCE

Our review shows a need for improved coordination of
external assistance to Brazil by international lending in-
stitutions, international organizations, and bilateral aid
donors Various donors have not developed a common lending
strategy to permit maximum impact of foreign resources, and,
in a few 1instances, activities and programs have overlapped
in the education sector, involved duplication or marginal
benefit, and supported conflicting objectives

During fiscal years 1969-72 over $2 billion in external
assistance was authorized to Brazil IBRD authorized
$877 3 million, IDB $592 million, Eximbank $458 4 million,
the International Finance Corporation $56 3 million, and the
United Nations Development Program and other U.N. organiza-
tions $20.1 million AID estimates such external assistance
for fiscal year 1973 to be $590 million.

The records indicate that there has been competition
for some time 1in Brazil between the international lending
institutions and AID for relatively few project loans avail-
able for financing. The international lending institutions
were not offering program loans, but they, as well as the
AID Mission, were involved with loans to the education and
agriculture sectors

As a result of this convergence of interests in the
same areas, the AID Mission 1in 1968 and 1969 recommended to
AID/Washington the need for and the advantages of a formal
mechanism to coordinate external assistance to Brazil

In 1968 the AID Mission sought Washington guidance for
the steps that should be taken to coordinate the increas-
ingly similar activities of AID, IBRD, and IDB, particularly
in education, agriculture, and health. AID/Washington ap-
parently did not provide the Mission with the guidance re-
quested because in 1969 the Mission again raised the issue
of coordination This time the Mission, because 1t was
becoming aware of wasteful conflict and overlap of programs
in at least the education sector, strongly recommended

17



formulating a consultative group to coordinate external
assistance.

This 1ssue was included with others to be considered
at the AID/Brazil program review held in Washington in
September 1969 No minutes or records were kept of any
decisions reached on the 1issue The records do indicate,
however, that in the summer of 1969 IBRD proposed to Brazil
that IBRD, in view of 1ts role as the major external lender,
organize a consultative group or similar arrangement accept-
able to Brazil. Brazil declined IBRD's offer We asked the
Mission for the specific reasons behind Brazil's reluctance
to agree to a formal coordinating group under IBRD leader-
ship The Mission assumed that Brazil wanted to avoid pos-
sible pressure on 1ts 1internal policies that might be brought
to bear by a formal coordinating mechanism

Since at least 1968 an annual review has been held in
Washington between representatives of AID and IDB to dis-
cuss mutual problems and plans. However, available records
indicate that little time 1s spent at the annual reviews

We have been informed that saimilar annual reviews are
not held between representatives of AID and IBRD but that
these officials meet informally on an ad hoc basis to dis-
cuss their respective loan proposals., U.S officials do not
keep formal minutes of these meetings so we cannot assess the
degree of coordination they bring about

EDUCATION ASSISTANCE

External assistance to education in Brazil takes many
forms and ranges widely, from small donations of books to
comprehensive projects with mutual obligations involving
millions of dollars. It may be direct support for the de-
velopment and improvement of the actual education system at
one or more levels, or 1t may be indirect through the sup-
port of specific research in a particular science laboratory
It can be a small specific training element of a large
economic or social development project which can be con-
sidered as part of the overall education effort  These
varied and complex operations make 1t difficult to obtain a
clear picture of total external assistance to Brazilian
education
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Identified external assistance by the international
institutions amounted to about $59 6 million during 1965-72,
as follows

T

T Tl Yo o o an a—a e
U o LOVeErIneliit

Total indirect share
(note a) Amount Percent

IDB (note b) $32,000,000 $25,650,000 80

IBRD 8,400,000 2,351,000 28
United Nations and
related agencies

(note c) 19,215,000 7,432,000 39

Total $59,615,000 $35,433,000 59.4

8We noted that U S private foundations' education assistance
to Brazil amounted to $16,622,000 during 1965-71  Assist-
ance through June 30, 1972, was not readily available

bU.S. assistance 1s provided to each of IDB's three funds as

follows Social Progress Trust Fund, 100 percent; Special
Operations, 77 32 percent, and Ordinary Capital, 42 47 per-
cent IDB has authorized three education loans to Brazil,
one from the Social Progress Trust Fund and two from Special
Operations

“U s. assistance 1s provided to the United Nations and re-
lated agencies as follows U N Development Program,
38 percent, Organization of American States (OAS), 66 per-
cent, UNICEF, 40 percent, U.N Iducational, Scientific and
Cultural Organization, 30 percent

Organization, 25 percent

and Tn
] CAliva oA

COMMON LENDING STRATEGY NEEDED

The various assistance donors lack an effective means
to jointly discuss and agree on common long-term development
aims, basic obstacles to Brazil's education development,
self-help required to overcome those obstacles, necessary
education assistance, and a common plan for implementing the
broad reforms and self-help measures and using the external
Tresources
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According to AID, the various assistance donors have
focused on limited-scope education projects, with sizable
loans consisting of discrete, limited subprojects, AID,
through 1ts sector loans, has attempted in certain instances
to implement the broad education reforms and self-help
measures necessary. According to AID, however, the U.S
education sector loans amounting to $82 million did not
offer the leverage to induce Brazil to attack many major
education problems, such as those discussed in chapters 4
and 5, because 1t represented a small part of the total
Brazilian budget for education.

In our opinion, arrangements to foster coordination
between assistance donors should include a forum to establish
a common lending policy for broad education reforms and
self-help measures. The leverage accorded by the concerted
effort of the external donors should be sufficient to en-
courage Brazil to implement the required measures
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BRAZILIAN COORDINATION

In April 1969 AID Mission and Brazilian officials met
to discuss the development of a Brazilian governmental or-
ganization to coordinate external technical assistance for
education The Secretary General of the Ministry of Educa-
tion said that, as international organizations increased
their efforts to aid education development, the chaos and
wasteful repetition of investments in "abstract projects"
multiplied, making 1t necessary to channel those activities
through the Ministry of Education's Commission of Interna-
tional Affairs, which was created in October 1969 and re-
formed in October 1970

In December 1971 AID officials told us that the Ministry
of Education never gave the Commission of International Af-
fairs the responsibility to actually coordinate the 1invest-
ments of foreign assistance agencies The Secretary General
of the Ministry of Education in July 1971 created an Advisor
of International Affairs within his office who negotiates
all international agreements to Brazil related to education
We were informed that this office had only two technical
staff members as of December 1971.

UNITED STATES COORDINATION

The program managers administering U S. bilateral
education projects in Brazil generally do not have suffi-
cient information to make adequate analysis of proposed and
ongoing education projects undertaken by the international
assistance agencies. Consequently, 1t 1s extremely diffi-
cult, 1f not impossible, for these U S. officials to fully
assess whether the projects, substantially supported with
U.S funds, are consistent with Brazil's education priori-
ties and 1nvestments as well as with U S bilateral educa-
tion programs.

In 1969 the AID Mission stated 1t was extremely diffi-
cult to present a complete picture of the real external
education investment in Brazil because there were so many
varying kinds and sources of external technical assistance
and the Brazilian Government made only an incipient effort
to coordinate them
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Early in 1969 the Mission education chief began a
series of informal luncheon meetings with officials of the
various international education assistance agencies to keep
abreast of activities and, hopefully, to coordinate their
programs Three such meetings were held early in 1969
No further meetings were held between then and December
1971, principally because 1t was difficult to arrange a
date when all the representatives could attend Also, some
of the representatives who had most actively supported these
meetings had been transferred to other posts Although AID
officials discussed the 1dea of reactivating such meetings,
in commenting on our report AID did not indicate whether

this had been done

Washington officials have periodically requested their
U S Missions to comment on proposed projects of interna-
tional assistance donors The Missions are annually re-
quested to evaluate ongoing programs and projects of the
United Nations "and OAS

The Brazil Mission, when asked to evaluate OAS and U.N.
assistance programs, commented that an informed response
would require a greater involvement in these large and
varied programs than 1ts limited personnel would permit
However, the Mission has, in certain instances, expressed
1ts views on some of the other external donors' programs.

CONFLICT BETWEEN EXTERNAL DONORS' OBJECTIVES

The AID Mission reported in 1968 that 1ts effectiveness
in Brazilian education would be reduced 1f other major inter-
national lenders, including IBRD, offered education assist-
ance opposed to objectives being sought by AID Records
showed that AID officials in Washington and in the field
tried unsuccessfully to dissuade IBRD from making a loan
whose education objectives were inconsistent with those of
Brazil and AID Nevertheless, IBRD signed such a loan in
June 1971.

In 1968 IBRD considered loaning $20 million to Brazil
as the first part of a large long-term education effort
In Apral 1969 the AID Mission was advised that IBRD had
notified Brazil that the comprehensive first-level secondary
education program originally considered would be substan-
tially reduced Instead IBRD was shifting emphasis to,

22



among other things, establishing industrial and agricultural
schools at the second level of secondary education

The first U S education sector loan for §32 million
authorized in June 1968 included resources for constructing
two pilot comprehensive-type, second-level secondary 'schools
for grades 9 to 11 in each of the four participating Brazilian
States to serve as models for such comprehensive schools
throughout Brazil

Therefore, on different occasions in Washington and
the field, AID officials expressed misgivings concerning the
IBRD education program for comstructing new, specialized
institutions apart from the total effort to broaden educa-
tion opportunity at this level within the potential of com-
prehensive secondary education The records indicate that
not only did AID officials have reservations, but also that
the IBRD program of specialized industrial and agricultural
schools conflicted with Brazil's secondary education planning
agency view that second level secondary education schools
should be multipurpose or comprehensive

The records show that AID officials sought to have
IBRD concentrate 1ts efforts at the secondary level (grades
9 to 11) and in so doing IBRD could take over the financing
of and expand the few comprehensive schools included under
the first U.S education sector loan An AID Mission educa-
tion official stated in June 1969 that providing such facili-
ties and programs could minimize the need for the more ex-
pensive specialized agricultural and technical secondary
schools planned and also could provide for greater access to
diversified education He also stated that such actions could
be consistent with Brazilian education development objectives

l\“ T L.q.l. THNN ~
1
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ATl icial stated that IBRD was parting company
with AID on the comprehensive program philosophy at the
secondary education level even though IBRD and AID programs

were usually consistent in other countries

The U S delegate to the IBRD loan authorization body
on March 23, 1971, raised no objections to the proposed
IBRD loan because the joint State-AID Latin American Bureau
stated that 1t had no objections
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Accordingly, in June 1971 IBRD signed 1ts first
education loan for Brazil in the amount of $§8 4 million to
be used to construct, expand, and equip agricultural and
industrial upper secondary schools and operational engineers
centers and for related technical assistance

During our in-country review we brought the question
of the present conflict between the ongoing education pro-
grams of AID and IBRD to the Mission's attention, but 1t
failed to address this matter

AID and other donors

The Brazil Mission was concerned over the use of AID-
supplied vocational equipment from January to May 1967
At about the same time, IDB approved a $§3 million loan for
expanding and improving intermediate industrial technical
education which included considerable funds for vocational
equipment The records showed that the availability of IDB
loan money for new equipment at the time the Mission was
attempting to obtain better use of AID equipment weakened
the Mission's negotiating position and turned Brazilian of-
ficials' attention away from improving the use of existing
AID-furnished equipment

Late 1n 1968, in commenting on a proposed §1 2 million
U N Development Program project for vocational training,
which i1ncluded additional funds for equipment, the Mission
again raised the equipment 1ssue and questioned the need
for more equipment in view of available and unused AID-
financed equipment However, the project was authorized
to commence operations in April 1970,

On other proposed education projects, the Mission
questioned, on the basis of AID experience in the same area,
the ability to meet some of the project objectives. Mission
officials stated they gemerally did not receive any feedback
on their comments on these proposed education projects from
either Washington and/or the appropriate international donor
indicating whether their comments had been considered and
resolved before project authorization

The Embassy 1in July 1971 recommended the United States

not support an OAS multinational project on engineering as
then constituted but support, 1f possible, an expanded
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program more directly oriented to development needs We
were informed that the Mission comments on the marginal OAS
education project in Brazil were not specifically brought
to OAS's attention Normally, Mission comments are taken
1nto account, but they do not necessarily represent the

U.S Government's views as advanced in the OAS forum U S
delegates to OAS review meetings held ain 1971 did not spe-
cifically vote against continuing ongoing OAS education
projects in Brazil Therefore, we believe i1mprovements 1n
these specific projects are doubtful

AGENCY COMMENTS AND GAO EVALUATION

State and AID agree on the merits of close donor co-
ordination of direct and indirect assistance to Brazil but
stated that arrangements to foster coordination already
existed and were generally satisfactory  Treasury commented
that improvements could always be made 1n existing coordina-
tion arrangements and, 1n 1ts judgment, 1t would be better
to concentrate on continuing the improvement of the exist-
ing procedures rather than to introduce an entirely new
mechanism

The agencies referred to the joint annual reviews held
in Washington between representatives of AID and IDB, when
the plans of each agency were reportedly described to mini-
mize any potential overlap, duplication, or contradiction
in purposes of assistance The agencies stated that in-
formal meetings were also held between representatives of
AID and IBRD The agencies also referred to the annual
economic reviews conducted under the aegis of the Inter-
American Committee of the Alliance for Progress, which
provide a further forum for exchange of information We
were informed that the Joint State-AID Latin American
Bureau recently reorganized its offices to strengthen and
increase 1ts participation in the coordinating process

We could find no evidence that the various donors have
established a common lending strategy to permit maximum
impact of foreign resources or that program managers who
administer U.S bilateral education projects in Brazil have
the information to fully assess whether the education proj-
ects of the various donors--being substantially supported
with U S. funds--are consistent with Brazil's education
priorities and investments as well as with U S bilateral
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education programs We noted that the methods discussed

by the agencies for fostering coordination, such as informal
meetings between lenders, existed in 1969, but both the AID
Mission and an international lending institution had at that
time recommended more formal measures for coordinating ex-
ternal assistance The agencies believe that our proposals
would require an entirely new formal mechanism for coor-
dinating external assistance to Brazil OQur main concern

in this area 1s that improvements are needed and methods
should be sought for improving this coordination

Treasury did not agree that a conflict existed between
AID and IBRD education objectives 1in Brazil and stated that,
to 1ts knowledge, the specialization aspect of the IBRD
loan did not conflict with AID or Brazilian plans Neverthe-
less, the facts remain, as shown beginning on page 22, that
the first AID loan for $32 million will finance two pilot
comprehensive upper secondary-level schools in each of four
Brazilian States to serve as models for such comprehensive
schools throughout Brazil, while the IBRD loan will be used
to construct, expand, and equip specialized upper secondary-
level agricultural and industrial schools It would appear
that, had there been an effective means for coordinating
external assistance, the implementation of two separate
loans which seem to support different educational concepts
at the secondary education level might have been avoided

CONCLUSIONS AND RECOMMENDATIONS

Formal mechanisms, sometimes referred to as consulta-
tive groups, now coordinate assistance to several develop-
ing countries A similar mechanism does not exist for
Brazil, even though 1t receives a substantial amount of
external assistance, because the Government of Brazil 1is
opposed to 1t Under these circumstances 1t 1s 1imperative
that alternative means be established for developing a
common donor lending strategy and minimizing the potential
for overlapping, duplicating, or conflicting programs by
external assistance donors In our opinion, the existing
coordinating arrangements have not been as effective as
necessary 1in dealing with these matters

Although the United States has drastically reduced 1ts

bilateral aid program to Brazil over the last few years 1t
sti1ll provides Brazil with large transfers of U S. resources
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through Eximbank and, indirectly, through international
lending institutions, such as IBRD and IDB  Therefore, 1t
1s 1n the U S. interest to insure that improvements are
made for coordinating external assistance.

We recommend that the Secretaries of State and the
Treasury instruct U S representatives to other major ex-
ternal donors to enlist their support in seeking methods
to improve coordination of external assistance to Brazil
We suggest that, as a minimum, the coordinating parties (1)
establish a common donor lending strategy to permit maximum
ampact of foreign resources and (2) use as leverage the com-
bined levels of their assistance for inducing Brazil to
initiate the necessary but sometimes unpopular self-help
measures required for accelerating development
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CHAPTER 3

NEED FOR IMPROVEMENT IN PLANNING U S. ASSISTANCE

Basic improvements in planning U.S assistance for
education development 1in Brazil are needed to insure that
objectives are clearly defined and formulated in terms which
can be objectively measured over a period of time.

The United States has assisted Brazil techmnically and
financially 1in 1ts education development since 1942 Over
50 percent of this assistance since fiscal year 1960 has
been from two education sector loans totaling $82 million
which were authorized in June 1968 and June 1970

Notwithstanding such assistance, we note that (1) basic
long-term education development objectives in Brazil which
the United States 1s willing to support have not been estab-
lished and (2) education piograms have not been predicated
upon any cost-benefit studies.

BASIC LONG-TERM EDUCATION OBJECTIVES
NOT ESTABLISHED

U.S. education assistance documents for Brazil do not
specifically identify or define the basic long-term
education objectives which the United States 1s willing to
support, the level and mix of resources needed to achieve
such objectives, or the time frame for their accomplishment

State and AID general policy statements show that the
basic goal of U.S development aid 1s to assist the recipient
country to achieve development to the degree that external
assistance 1s no longer required However, what constitutes
a Brazilian education system sufficiently developed 1s not
addressed in basic policy and program documents for Brazil

While U.S. assistance to Brazilian education started
30 years ago under the sponsorship of AID predecessor agen-
cies, significant attention to such assistance began with
the U S. announcement of the Alliance for Progress and the
adoption of the Charter of Punta del Este in 1961  The
Charter incorporated a number of goals which were recognized
as the guiding principles for U.S. assistance to all Latan
American countries  Education was one of the vital social
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development priorities established in the Charter, and 1ts
stated goal was

"To eliminate adult 1lliteracy and by 1970 to as-
sure, as a minimum, access to 6 years of primary
education for each school-age child in Latain
America, to modernize and expand vocational,
secondary and higher educational and training
facilities, to strengthen the capacity for basic
and applied research, and to provide the compe-
tent personnel required in rapidly-growing
societies "

In February 1969, AID completed a study at the request
of the House Foreign Operations and Government Information
Subcormittee to determine whether the goals of the Alliance
for Progress were attainable AID's report concluded that
the goal of universal primary education in Latin America was
not attainable by 1970  AID believed, however, that uni-
versal primary education should remain a major goal for each
country to reach as rapidly as feasible, consistent with
effective quality and collateral needs in secondary and
higher education

We noted that U S assistance plans and programs for
Brazil at that time, and subsequently, had not substantively
examined the feasibility of, or development needed to
achieve, these stated education goals or the resources re-
quired for their achievement

COST~BENEFIT STUDIES NFEDED

The United States has financed studies analyzing the
marginal efficiency of other Latin American countries' educa-
tion systems However, Brazil's education programs supported
by the United States have not been based on studies of the
economic and social returns on investment between and within
the different levels of education because of limited data
Consequently, U S program managers cannot authoritatively
assess whether the education programs they support are the
most efficient means for promoting economic and social
development

The United States has been, or is now, involved 1in as-
sisting all levels of the Brazilian education system and,
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therefore, has a part in determining the direction and
degree of attention given to a specific education level,
region, or discipline Thus, considering the relative
merits of various education investments 1s essential in
determining the effectiveness of U.S education programs
and their contribution to Brazil's education development

Many of the problems besetting the Brazilian education
system, according to AID records, are at least partly eco-
nomic How much society should invest in education, whether
1t 1s more important to expand primary schooling or higher
education, and whether attention should be given to expand-
ing rural rather than urban education opportunities, are
partly problems of resource allocation While many non-
economic factors must be considered when education 1s being
planned, the demonstrated importance of education as a source
of economic growth and the complex interrelationships be-
tween the education sector and the rest of the economy have
made the economic analysis of major education problems an
integral part of education planning

It 1s important to estimate the returns associated with
various public investment activities. Resources spent on
education may be viewed, in this framework, as an investment
in the future productive capacity of people Therefore,
depending on the costs and benefits associated with a par-
ticular education level, region, or discipline and alter-
native investment opportunities, the activity supported may
or may not be an attractive investment for efficiently pro-
moting economic and social development

Underlying much of the economic analysis of education
1s the belief that education should be treated as an invest-
ment on which present costs are incurred 1in the expectation
of future returns Such returns, in the form of increased
préductivity, are assumed to result from the acquisition of
more education and are measured by the difference between
the earnings of people having more education and those hav-
1ng less or no education Such information on both the
social and economic rate of return on investment 1S con-
sidered relevant and necessary to designing sound education

policy

Even though 1t was not possible to measure the returns
on investment between specific education levels, regions,
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and disciplines, AID authorized the $32 million education
loan 1n 1968, with emphasis on secondary education--
particularly grades 5 through 8--because 1ts analysis

indicated secondary education as the key bottleneck 1in
Brazil's education system ATD Teasoned r1\ that cprnndary
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education offered the highest rate of return in rapidly in-
dustrializing areas because it 1s at this level that needed
middle-grade technical and managerial skills are acquired
and (2) achieving meaningful quantitative and qualitative
improvements 1in secondary education would have substantial

"linkage" effects in primary and university levels

However, achieving these linkage improvements at the
primary and higher education levels by emphasizing secondary
education seemed questionable to AID/Washington education
officials, who had, with the assistance of their Mission,
specifically analyzed the Brazilian education system in 1967
and stated

"There 1s no question that Brazil is embarked on
an ambitious program to produce the required man-
power resources for a v1ab1e economy. What needs
to be discovered, and quickly too unless critical
resources are squandered away, 1s whether Brazil
1s attempting to do too much in too short a time-
span The Mission might be contributing to an
unredalistic expansion of Brazil's sights beyond
her capability in arguing for increased attention

to secondary education

"While 1t 1s true that the secondary cycle stands
at the critical point in the flow-through of stu-
dents from primary to higher education, nonethe-
less the secondary product will be no better than
the raw material fed into 1t from the primaiy
schools Furthermore, the extremely high waste-
age rate at the primary cycle suggests that even
an order of magnitude increase in secondary school
graduates would hardly alter the situation in un-
productive manpower "

Even though secondary education was and 1s considered
the bottleneck 1in the Brazilian education system, AID au-
thorized another education loan of $50 million in 1970 for
primary-secondary education which left the education level
to be emphasized to Brazil

31



Providing assistance to different education levels
without a sound basis for determining which activities pro-
vide the most efficient means for promoting both economic
and social development may result in dissipating limited
education resources among too many useful but not always
top-priority activities !

CONCLUSIONS AND RECOMMENDATIONS

Development 1s generally recognized as a long-term
endeavor Ideally, 1f a donor 1s to be a partner in the
recipient's development, the two should agree explicitly on
the primary dimensions of an aid program at 1ts inception,
establish long-term, objectively measurable goals, and agree
on the estimated resources necessary for achieving such
goals. After about 30 years of providing assistance, how-
ever, U.S. program managers have not accomplished these
necessities

United States and Brazilian resources have been allo-
cated to the education sector without studies to provide a
sound basis for establishing priorities and relative needs
on an economic and social basis between and within the daf-
ferent levels of the education system, although such U S -
financed studies have been made in several other Latin
American countries.

We recommend that the Secretary of State and the Ad-
ministrator, AID

--Develop 1n the program-planning process a statement
of the basic long-range education development objec-
tives 1in Brazil which the Unaited States 1s willing to
support These overall objectives should be formu-
lated 1n objectively measurable terms with intermedi-
ate goals and targets and a planned time frame for
their accomplishment All subordinate objectives,
goals, and targets should alsc be formulated in terms
objectively measurable over a period of time. Justi-
fication for changes should be recorded 1n basic
planning documents

--Develop in cooperation with Brazilian officials the

necessary data to conduct studies of the economic and
social returns of investments in Brazilian education,
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similar to the studies financed by the United States
in other Latin American countries

AGENCY COMMENTS AND GAO EVALUATION

State and AID did not specifically address the first
recommendation, but they did review how U S assistance in-
teracted in the past with Brazilian plans, objectives, and
aspirations in the education sector AID stated that U S
assistance was provided to Brazil to help achieve specific,
jointly agreed-upon goals in limited areas of the education
sector AID said 1t did not establish U S education goals
independent of those of the Government of Brazil and con-
sidered 1ts role to be that of a participant with Brazil in
aspects of the total education sector appropriate to the
U S 1level of assistance, legislation, policy, and strategy

We agree that the United States should not establish
education objectives independent of those of the Brazilian
Government but believe that, consistent with this strategy,
1t 1s necessary for U S assistance documents for Brazil to
specifically identify or define the basic long-term education
objectives which the United States 1s willing to support,
the level and mix of resources needed to achieve such objec-
tives, and the estimated time frame for their accomplishment

AID agreed with the sense of the second recommendation
that data be developed for conducting studies of the economic
and social returns of investments in Brazilian education
AID does have considerable interest in this but believes 1t
1s a Brazilian responsibility, and the Ministry of Education
1s devoting a great deal of attention to developing the data
to make such studies possible. Therefore, this recommenda-
tion, modified by the limits of available U S technical and
financial assistance, will continue to receive AID attention
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CHAPTER 4

U.S. EDUCATION ASSISTANCE EFFORTS

NOT DESIGNED TO IMPROVE INEQUITIES

Our review showed that U.S. education assistance efforts
were not designed to improve the inequities 1in the Brazilian
system including inequitable distribution of education oppor-
tunities between urban and rural areas and disparity in ed-
ucation spending between the affluent and poor areas.

The difference between regions and areas 1s one of the
most striking things about Brazil. Some parts of the State
of Sao Paulo, for example, are among the most developed 1n
South America, while the Northeast part of Brazil constitutes
the largest aggregation of poverty in the Western Hemisphere.
Per capita annual incomes vary widely, with Northeast Brazil
averaging $180 and Southern Brazil $550.

North and Northeast Brazil's education development 1s
considerably behind the rest of the country. AID recognized
this 1n 1ts education sector analysis, stating 1in 1968 that
"schooling 1s least likely to be obtained in the Northeast."
In the 1970 sector analysis, AID stated

"As the education level of the system rises, the
provision of education in proportion to popula-
tion falls in both the Northwest and the North-
east and rises sharply in the South.™

Alleviating regional disparities 1n economic and social
development 1s a key obstacle to attaining a more ample and
equitable distribution of income  AID has i1dentified educa-
tion as the major vehicle by which disadvantaged persons can
move up the economic ladder and achieve a stake 1in develop-
ment and thereby move toward a more equitable distribution
of 1income.,

Improved income distribution 1s especially important for
Brazil. A study prepared by the U.N. Economic Commission
for Latin america in 1960 showed that Brazil had the worst
distribution of income of the eight Latin American countries
studied and 1970 census figures indicate that 1t has not yet
improved. Specifically, 10 percent of the population earned
40 and 48 percent of the country's total income 1in 1970 and
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1960, respectively Over the same period, the lowest 40 per-
cent, or low income proportion, of the population had 1ts
share of total income decrease from 11 6 percent to 10 per-
cent We believe the inequities existing in the Brazilian
education system contributed to the lack of i1mprovement 1in
Brazil's income distribution during the 1960s.

URBAN AND RURAL EDUCATION OPPORTUNITIES

U S assistance efforts have supported Brazil's decision
to concentrate education resources in urban areas and to ex-
pand development from these areas This approach will con-
tinue concentration of new school construction in the urban
areas.

Statistics ‘are not available on the difference between
education opportunities in urban and rural areas However,
limited education statistics available to both United States
and Brazilian officials show that while there 1s a need for
increasing education opportunities for most all the areas 1n
Brazil rural areas have the greatest relative need, especially
beyond the primary level

Urban-rural distribution of education opportunities 1is
Cclosely related to North-South distribution because more of
the population in the North 1s in the rural area AID pointed
out that these disparities are not strictly a North-South
phenomenon because more densely populated States of the South-
Central region are just as much in need of improved education
opportunities and facilities

The first U S. education sector loan was authorized to
provide $32 million to assist the Government of Brazil in
carrying out a program of secondary education for the large
number of primary school graduates who were precluded from
obtaining an education because of lack of facilities Among
other things, the loan was to help finance construction of
295 new secondary schools for grades 5 through 8, 276 1in
urban cities of 4 States and 19 in the capital cities of the
other States Urban sites were to be selected to insure the
facilities would be used fully. AID records show that, be-
cause the program sought qualitative reforms 1in education
rather than merely more school spaces and because the schools
were to be demonstration centers stimulating innovation
throughout the system, a fundamental criterion for site
selection was visibility.
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Available statistics indicate that, although population
1s almost equally distributed between urban and rural areas?
in the four Brazilian States participating in the first U.S
education loan, 78.5 percent of the enrolled secondary stu-
dents i1n 1970 were in the urban areas. Nevertheless, 88 per-
cent (102 of 116) of the sites selected at the time of our
review were 1in the urban areas. (See app VI for our anal-
ysis ) While this 1s not conclusive, 1t does indicate that,
in these States, the greatest relative need for additional sec-
ondary schools 1s i1n rural areas but schools being constructed
with U.S funds are overwhelmingly being located in urban
areas. AID does not agree with this but did not provide data
supporting the contrary.

As shown beginning on page 60, many new secondary schools
being constructed with U S. funds in the urban areas will
serve as replacements for existing secondary schools and will
not achieve the basic objective of providing additional sec-
ondary school facilities for students not previously enrolled

Mission officials stated that, although the Government
of Brazil continues to strive for means of educating the
rural population on an economic basis, Brazil has, and wisely
so 1n AID's opinion, decided 1t must first concentrate 1ts re-
sources and action programs for education in 'pole municipali-
ties" where education returns can be greater and to expand
development from these pole municipalities At the time of
our review, Brazil had selected 457 pole municipalities ac-
counting for 49 percent of 1ts population  According to AID,
more municipalities will eventually be selccted, encompassing
75 percent of Brazil's population.

An analysis of the pole municipalities already selected
shows them to be the larger urban areas, mostly in Southern
Brazal. 1In fact, over 70 percent of the population of these
municipalities 1s 1in the south.

The Mission stated that Brazil would educate a greater
number of persons in the urban areas than 1t would in the
rural areas with the same investment and therefore would
permit more persons to share in increased incomes. Both Bra-
z1l's and AID's decisions to first concentrate on the urban

'We defined urban areas in Brazil as municipalities with popu-
lations over 10,000 and rural areas as municipalities with
populations under 10,000,
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areas represent an education policy based solely on economic
considerations and not on a more equitable distribution of
education opportunities within a developing nation--a basic
objective of U.S foreign assistance Although the Mission
contends that education returns are higher in urban areas,

1t should be noted, as stated on page 29, that to date no
cost-benefit education studies have been made i1n Brazil

which specifically identify the returns available from invest-
ing education resources 1n urban versus rural areas

A second U.S education loan for $50 million was author-
1zed on June 29, 1970, and signed on June 17, 1971, for im-
proving primary-secondary education in Brazil. It was not
designed to secure a more equitable distribution of education
opportunities between urban and rural areas within Brazil.
However, at the time of our review, a decision had not been
reached concerning the location or size of the schools to be
constructed in this loan program.

EDUCATION EXPENDITURES

U.S. education loans included no conditions or commit-
ments which would cause Brazil to alleviate the disparity of
education spending between 1ts affluent and poor areas even
though U.S. program managers knew of such a disparity and how
to solve 1t. AID contends that the disparity in education
spending 1s being solved by existing Federal resource trans-
fer mechanisms. Our review showed, however, that the dis-
parity will not be solved in this century.

Legally, the Brazilian Federal Government's financing
responsibility 1s basically for higher education, and res-
ponsibility for financing praimary and secondary education 1is
delegated to the Brazilian States. However, the Federal
Government tries to overcome disparities and deficiencies at
these levels by transferring Federal funds to the States on
the basis of relative need.

One of the U.S. education loan objectives was to increase
and regularize the Federal transfer of education resources
to the States, but the loans contained no conditions stipulat-
ing what percentage or amount of such transfers go to partic-
ular States or regions Therefore, the loan did not insure
accelerated Brazilian action to allevigte c¢ducation spending
disparities within areas
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Federal transfers to the States and municipalities for
education take three basic forms (1) National Education Plan
for primary and secondary education which, by law, consists
of two-thirds of 12 percent of all taxes collected by the
Federal Government, (2) Education Salary for primary educa-
tion, derived from a tax on all payrolls of industrial, com-
mercial, and agricultural firms having over 100 employees,
and (3) Participating Fund consisting of 10 percent of the
income tax and industrialized product tax collected at the
Federal level but sent to the States and municipalities,

20 percent of the fund 1s intended to be spent on education
by both the States and municipalities.

The distribution of the funds for all three of these
transfers 1s based on measures of relative need, such as per
capita income 1in the States. Consequently, States of the
North and Northeast receive 45 2 percent of the total of the
National and Salary transfers for primary education and 47 2
percent of the Participating Funds for secondary education.
O0f the total Participating Funds i1n 1968, 58 1 percent went
to the North and Northeast

AID contends that these Federal transfer mechanisms are
solving the disparities in education spending. Figures on
the amount of these transfers to the States and municipalitie:
are available for most years, however, according to AID recor«
there 1s no way to determine 1f these amounts are actually
being spent in the education sector. Moreover, the amounts
have declined 1in real terms during 1968-70

To analyze the reasons for disparities in education op-
portunities between both the North and South and between the
urban and rural areas, we attempted to analyze Brazil's educa:
tion expenditures Because a breakdown of expenditures for

urban and rural areas was not available to U S program man-

agers, we were limited to analyzing expenditures by region,
North versus South.

Our analysis showed that in 1969! the average education
expenditures per capita in the South was $9 38, while 1in the
North 1t was only $2.39 This disparity 1s even more acute

11969 was the latest data available showing a breakdown of

actual State education expenditures, including Federal trans
fers.
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when one compares education expenditures per capita on an
individual State basis.

Regional disparities in education expenditures per
capita have grown in the past 10 years In 1960 the difference
between the North and South was only $3.61 AID pointed out
that, despite the widening of disparities, the North's ex-
penditures grew at an average annual rate of 10 to 11 percent
while the South's grew from 8 to 8-1/2 percent during 1960-69.
However, 1t should be pointed out that a small absolute 1in-
crease 1n the North's per capita expenditures of 92 cents
compared with the South's $4.53 1n 1960 resulted in a higher
rate of increase because of the smaller education spending
base 1n the North.

AID also pointed out that goods and services cost con-
siderably more i1n some regions than others and that, without
such consideration, citing crude per-pupil expenditures as an
indication of education opportunity was not too meaningful
and tended to distort measurement Nevertheless, we believe
such measurement 1s a valid indicator of the disparity in ed-
ucation expenditures between areas.

Based on the average annual rate of increase experienced
during the 1960s 1in per capita education expenditures between
the North and South, 1t will take until the year 2020 before
these transfer mechanisms will resolve disparities 1in Brazil's
education spending

CONCLUSIONS AND RECOMMENDATIONS

U.S. education assistance has directly and indirectly
supported Brazil's education development objectives, which
are not designed to improve inequities 1n Brazil's education
system U.S. education loans contained no conditions or com-
mitments that would cause Brazil to alleviate the disparity of
education spending between 1ts affluent and poor areas. The
overwhelming majority of the secondary schools being constructed
with U.S. funds at the time of our review are in the urban
areas although the rural areas have the greatest relative
need for such additional school facilities

Alleviating disparities in educational opportunities 1s

paramount to achieving a more equitable distribution of income,
one of the United States' primary aid objectives We believe
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the present U S. education assistance efforts, because they
are not designed to improve the i1nequities 1n the Brazilian
education system, are contributing to the continued lack of
progress toward equitable income distribution

We recommend that the Administrator, AID, consider encour-
aging Brazil to locate a significant number of new schools 1in
the rural areas and condition future U S education assistance
on specific Brazilian action designed to accelerate the alle-
viation of education spending disparities between affluent
and poor areas.

AGENCY COMMENTS AND GAO EVALUATION

AID, while pointing out difficulties in complying, stated
that recommendations to improve the inequities in the Brazilian
education system had merit and would be implemented but did
not say how.

AID and the Government of Brazil are aware of the in-
equities and agree something should be done to provide educa-
tion opportunities for rural youths. The agencies point out
that 1t 1s difficult, however, to justify construction of the
kind of physical plant required to deal with these problems,
primarily because of low population density 1in the rural areas
and 1nsufficient available resources even on a combined basis.
The agencies also referred to oft-repeated programs in past
years when the Brazilian Government financed school construc-
tion programs in rural regions only to have the schools under-
attended or totally vacant
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N CHAPTER 5 -

U S. EFFORTS NOT DIRECTED TO SOLVING CAUSE

OF SHORTAGE OF QUALIFIED PRIMARY SCHOOL TEACHERS

Brazilian primary teacher-training institutions produce
more graduates than are needed to provide for the increased
teaching staff at this level. However, the overwhelming
majority of these graduates do not enter teaching because of
the low salary or because they never intended to teach  The
Mission recognizes that the basic problem 1s to provide
incentives to insure that a larger proportion of graduates do
enter teaching, especially in the rural areas According to
Mission officials, U S 1influence stemming from the $82 mil-
lion 1n U S education assistance funds was insufficient to
require the major Brazilian policy changes necessary to solve
this basic problem Rather, U S program managers have
trained and intend to train more primary school teachers at a
considerable cost

Brazil's major source of primary school teachers 1s the
colegio normal schools, many of which are tuition free Pri-
mary school teachers are considered qualified 1f they gradu-
ate from these schools Unqualified teachers are those
without the pedagogical training of the normal schools Nor-
mal schools have graduated over 114,000 annually since 1969
and averaged over 40,000 annually during 1961-67 Our analy-
sis shows that, despite this large supply of primary school
teacher graduates, less than one-third of those graduating
enter teaching and that there were almost 50 percent more
unqualified teachers in the primary school system in 1968,
the latest data available to AID, than there were 1n 1960
(See app. V) U S officials estimated in December 1972 that
39 percent of the existing primary school teachers were
unqualified

Nearly every international organization providing assist-
ance to the Brazilian education system at one time or another
has financed primary teacher-training activities AID alone
has trained or upgraded almost 15,000 primary teachers since
1962 and provided resources for constructing and renovating
at least 9 primary teacher-training institutions. U S pro-
gram managers plan to train more primary school teachers under
the second U.S education sector loan. In addition, the only
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current Peace Corps education project 1s for training primary
teachers 1n one of the Brazilian States

The records show that AID has recognized since at least
1967 that low teaching salaries dissuade many graduating
teachers from entering the teaching profession For example,
the negotiating instructions prepared in Novembe:r 1968 for a
combined AID program and education sector loan stated that
inadequate pay was the most important reason for the teacher
shortage.

Also, according to Mission estimates, 50 peicent of
enrollees in elementary teacher-training institutions never
intend to enter teaching. Mission officials stated that Bra-
zilians consider primary teacher-training institutions as
finishing schools Many students were attending these
schools not to become teachers but as a next-best educational
opportunity, due to the lack of school facilities, which
could lead to other possibilities, e g , higher education or
social status

U S. loans did not address the basic problem of provid-
1ng incentives to insure that a larger proportion of those
graduating did enter teaching after graduation The loans
did encourage Brazil to analyze salary levels and develop a
career structure and salary incentive program for elementary
and secondary teachers, but no mutual aims or time frames
were 1dentified

PROBLEMS IN PLACING QUALIFIED TLACHERS IN AREAS OF NEED

Although U.S. program managers agree the total supply of
graduates from primary school teacher institutions exceed the
demand for the country as a whole, AID studies show that some
States are overproducing such teachers while other States

£ A marmmna s - 1
have deficits and that the need for qualified primary school

teachers 1s far greater ian rural than in urban areas. A 1968
study by the Mission showed that in the capital cities qualz-
fied teachers represented 90.5 percent of all persons
employed in primary education and that only 29.2 percent were
qualified in the rural areas as compared with 61 3 percent
qualified in the country as a whole. The Mission's 1968
analysis of six Brazilian States showed that, on the basis of
an assumed student-teacher ratio of 35 to 1, three States
were overproducing graduates for the primary schools and
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there were deficits in three other States, when compared with
the i1ncreases in student enrollment

The Mission stated that AID and other international
donors basically have invested in training of teachers for
areas having shortages. However, in 1972 1t was unable to
specifically identify which areas had shortages of qualified
primary teachers.

AGENCY COMMENTS AND GAO EVALUATION

Brazil's teacher-training institutions produce more
qualified primary school teacher graduates than would be
needed 1f all were to enter teaching Nevertheless,
resources under the second U.S education sector loan are to
be spent to upgrade existing unqualified primary school
teachers In our opinion U § resources would be more effi-
ciently and economically used 1f, instead of upgrading exist-
ing unqualified primary school teachers, efforts were devoted
to insuring that a large proportion of graduates from
teacher-training institutions do enter teaching after gradua-
tion, especially 1in the rural areas Therefore, we proposed
that AID terminate the U.S. financing for planned primary
teacher-training activities and concentrate on developing a
course of action with Brazil for (1) identifying the areas
having shortages of qualified primary school teachers and
(2) establishing appropriate incentives to insure that
enough students of primary teacher-training institutions are
available after graduation for teaching in the areas of need.

AID did not agree that our proposal should be imple-
mented, because 1t believed the proposal was contrary to the
whole philosophy of the second US education sector loan.
Yet AID, in 1ts comments, recognized that programs to pro-
duce qualified teachers would not be successful unless incen-
tives were established to insure that enough teachers went
into teaching after graduation from teacher-training institu-
tions. Moreover, AID did not disagree with the need for,
identifying the spec1f1c areas within Brazil having shortages
of qualified primary school teachers

AID stated that implementing the second U S. education
loan, which includes funds for primary teacher training, 1is
‘predicated on the participating States submitting detailed
education plans which should provide analyses of the supply
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and demand of teachers 1in those States and of proposed
teacher incentive programs. The latter should, according to
AID, describe what steps the States will take or have taken
to insure not only that enough students attending primary
teacher-training institutions will be available for teaching
but also that these students will make teaching a lifetime
profession. However, we could not specifically identify any
U.S. loan conditions requiring that these commitments be
fully implemented before U S 1loan funds were released for
primary teacher-training activities,

To attract graduates into teaching

--A certain percentage of spaces in the free public nor-
mal colleges could be reserved for training teachers
in needed areas on condition that the students would
teach 1n such areas for a specified time

--Scholarships could be provided to students on condi-
tion that upon graduation they would teach in a desig-
nated area for a specified number of years

--A financial bonus could be provided to graduating
teachers willing to teach 1n rural areas for a minimum
stated number of years

RE COMMENDATION

We recommend that the Administrator, AID, in considering
whether to release additional U S. loan funds for primary
teacher-training activities, take into account the extent to
which the participating Brazilian State (1) identifies areas
having shortages of qualified primary school teachers and
(2) develops specific incentives 1insuring that a larger pro-
portion of graduates will enter teaching in the areas needed
and that they will remain for a specified period of time
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CHAPTER 6

IS IT APPROPRIATE TO PROVIDE U S FOREIGN ASSISTANCE

TO SUPPORT PRIVATE EDUCATION?

Program records indicate that Brazil 1s using a
substantial amount of 1ts public resources for education to
support private schools which, because of the tuition fees
charged, discriminate against the less affluent By provid-
ing assistance to Brazil's public education system, the
United States 1s, in effect, supporting this practice

A fundamental U S foreign aid program objective 1s to
make the benefits of economic progress available to citizens
of all economic and social groups through a more equitable
distribution of national income and thus raise more rapidly
the income and standards of living of the needier sectors
of the population In this context, AID has i1dentified edu-
cation as the major vehicle through which vast numbers of
economically disadvantaged people can move up the economic
ladder and achieve a stake in development and a more equit-
able distribution of income Thus, the priority need 1s to
provide access through greater educational opportunities for
the less affluent

Records of AID and other international organizations
show that in 1968, the latest data available, private insti-

tutions constituted about 9 percent of the primary schools,
50 percent of the secondary schools, and 54 percent of the
higher education institutions Therefore, the principal
bottleneck within the Brazilian education system in provid-
ing free public education has been and remains more at the
secondary and higher education levels

About half of all secondary schools, accommodating
40 percent of the students at this level, are privately
operated and, according to AID records, charge tuition fges
which severely curtail enrollment opportunities for the less
affluent and hamper Brazil's capability to produce the num-
bers and types of skilled middle-level manpower required to
meet 1ts development needs

AID records show that public secondary schools, in re-
sponding to population pressures, must operate two or often
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three shifts daily but, even so, can accept only a small
proportion of the applicants This overcrowding in the
public schools would seem to reduce the quality of education
for many students

AID pointed out that, during the past 5 years, the
percentage of private secondary schools had been declining
In 1964 private secondary schools constituted 62 8 percent
of all establishments and by 1969 this ratio had declined
to 55 5 percent Data reportedly shows that the percentage
of secondary school enrollments in private schools 1s also
declining

BRAZILIAN FUNDS USED FOR PRIVATE SCHOOLS

State and AID records indicate that substantial
Brazilian funds, both Federal and State, are supporting pri-
vate education institutions Actual dollar amounts trans-
ferred to private schools from Federal and State education
budgets were not available to U.S program managers

An 1international organization's analysis of Brazilian
education, prepared in 1967, showed the percentage of en-
rollments for public and private schools compared with the
percentage of expenditures from the private and public
sectors On the basis of this data the organization believe«
that Brazilian Federal funds were the main source of financ-
ing private secondary and higher education imstitutions

We estimate from these figures that

--1 percent of public primary expenditures support
private primary schools,

--39 percent of public higher level expenditures sup-
port private universities

In drawing 1ts conclusions, the international organiza-
tion assumed that the cost per student at a given level
was the same for public and private schools This assumptio:
appears to be reasonable because, 1f anything, the cost per
student 1s higher for private schools than for public school:
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as limited data from a study in Saoc Paulo shows Thus the
percentage calculated above for public support of private
education would be conservative

Although this data does not show the exact amount of
public funds spent on private schools, 1t does show that a
considerable amount of support for private education comes
from the public sector AID Mission officials tried to
determine the amount of public funds supporting private
education i1n 1967 when planning the first education loan
At the time of our in-country review, however, U S progranm
managers had not determined the amount of this support, but
they believed 1t to be significant.

AID Mission officials pointed out that, by Brazilian
law, any private school receiving Federal funds must award
scholarships in an amount equal to the funds received The
only records the Mission had on the amount of such assistance,
however, was for 1971 when the Brazilian Ministry of Educa-
tion reportedly provided 70,000 scholarships for tuition to
students 1in private secondary schools. The number of
scholarships provided 1in 1971 was less than 5 percent of the
total number of students in private secondary schools 1in
1968

U S program managers have recognized for several years
that the Brazilian school system with 1ts large percentage
of private schools severely limits education opportunities
for the less affluent, and AID Mission officials stated that
this 1s one reason the United States has sought to expand
public secondary schools in 1ts education loans In our
opinion, however, the United States 1s, in effect, support-
ing private schools by providing funds to a public school
system which supports these institutions

U S LOANS MAY BENEFIT PRIVATE SCHOOLS

In addition to the indirect benefits to private schools,
we noted that both U S education loans may be directly sup-
porting private schools Specifically, about 23,000 teachers
were to be trained under the first loan program Mission of-
ficials told us that some were teachers for private secondary
schools
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An AID planning document for the second loan points out
that private schools could be eligible to receive financial
assistance from the education fund which will be capitalized
jointly with United States and Brazilian resources The pro-
posed guidelines and criteria for the education fund, as con-
tained in AID's records, state that

"Both states and municipalities * ®* ® would be
eligible for assistance from the Fund Municzi-
palities (or private education agencies) would
recelve financial assistance through their re-
spective State Secretariats of Education In
cases where financial management of a project
resides with a municipal (or private) authority,
an appropriate plan for the utilization and ac-
counting of the funds, satisfactory to both the
Fund and the state, would be required "

A review of the loan documents between the United States
and Brazil shows that private education organizations are
not specifically precluded from receiving financial assist-
ance and participating in the second U S 1loan program

CONCLUSIONS AND RECOMMENDATIONS

An undetermined but apparently substantial amount of
Brazil's public funds are supporting private school insti-
tutions, which, because of the tuition fees charged, discrim-
inate against the less affluent By providing assistance
to Brazil's public education system, the United States 1is,
in effect, supporting this practice This raises a basic
policy question about the appropriateness of this support,
but we were unable to identify any State or AID policy
guidance regarding this matter

We recommend that the Administrator, AID, require that
(1) the degree to which Brazilian public resources support
private education institutions be ascertained and (2) pro-
gram policy guidance be developed concerning the appropriate-
ness of U S. foreign aid to a country which allocates a
substantial share of 1ts public education resources to sup-
port private schools
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AGENCY COMMENTS AND GAO EVALUATION

AID agreed with the recommendations but may not implement
them 1n the near future Specifically, AID stated that (1)
1t would be possible to carry out the recommendation to as-
certain the degree to which public Tresources support private
education institutions after data collection and use had
been i1mproved through implementing these loans and (2) pro-
gram guidance would be considered on the policy question as
the legislative posture in the United States was clarified
on the 1ssue.

We believe AID should consider implementing these rec-
ommendations 1n a timely manner since we can see little
value 1in their being implemented after most, 1f not all, of
the $82 million in U S. education sector loan funds have
been released.
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CHAPTER 7

PROBLEMS IN IMPLEMENTING AND

MONITORING U S LOANS

Problems associated with implementing and monitoring
U S. education loans which could seriously hamper attainment
of the loan objectives include

--The Brazilian Government's noncompliance wiilh the
financial commitments in the loans

--Financial loan conditions applicable to the States
not drawn accurately enough to determine precisely
whether the conditions had been met.

--Planned increases 1n secondary school capacity ad-
versely affected by school locations

- o~

--Sufficient education data not available to U S
program managers to adequately monitor progress 1n
education development.

--The second loan for $50 million provided prematurely

NONCOMPLTIANCE WITH FINANCIAL COMMITMENTS

Conditions included in the $82 million in U.S educa-
tion sector loans authorized since 1968 required Brazil to
increase Federal resources to the education sector An
audit by AID's Auditor General in 1972 shows that Brazil
has not complied with the loan conditions since Federal re-

sources allocated to the education sector in 1971 were
lower, in real terms, than before the U.S. loans were

1o
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Therefore, 1t appears that education has declined as a
Brazilian budget priority and that U S education loans have

substituted rather than supplemented Brazil's own education
funding.

An analysis of the Brazilian education system completed
in 1967 by U.S. program managers showed the need for in-
creasing and regularizing the Federal Government resources
allocated to the education sector To accomplish this, condi-
tions considered crucial by AID were included in the first U.S.
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education loan to insure that after 1968 the Ministry of
Education would have more Federal Government resources
available to 1t on a regular basis The second U S educa-
tion loan authorized in 1970 included a similar condition.
The Brazilian Government commitment, as defined in the first
loan agieement, stated ’

"The Borrower shall have transferred to MEC,
[Brazilian Ministry of Education and Culture]
during the federal budget year 1968 the amount
in cash of not less than six hundred and
sixty-five million new cruzeiros * * * exclusive
of the matching contribution provided for the
program * * *,

"% % % Borrower during federal budget years 1969,
1970 and 1971 shall progressively increase 1n
real terms, using 1968 as a base year, as indi-
cated by the General Price Index, 1ts cash trans-
fer to MEC.™!

This commitment means that each year's transfer by the
Government of Brazil to 1ts Ministry of Education 1in real
terms will be higher than the preceding one, However, actual
data for the specified time period shows that Brazil had not
complied with the U S 1loan conditions since Federal Govern-
ment transfers to the Ministry of Education in 1971 were
lower, in real terms, than in 1968.

Specifically, data obtained by AID's Auditor General
shows that, while Brazilian Federal Government transfers to
the Ministry of Education rose in absolute terms during the
period, they declined in real terms in 1970 and 1971 as
shown below

'Real terms means adjusted for the amount of inflation from
the base year
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Expenditures Expenditures
Year in absolute terms in real terms

(mi1llions in Brazilian currency)

1968 821.8 821.8
1969 1,128.1 940 1
1970 1,337,1 935.0
1971 1,393 5 810.2
1972 (estimated) 2,098.4

According to the Auditor General's report, no specific
explanation was ascertained from the Government of Brazil
for the decline i1n real terms However, Government expendi-
tures 1in all areas in real terms increased from 1970 and
1971 The inference in the report 1s that education declined
in 1971 as a Federal budget priority A recommencement of
the upward trend in real terms projected for 1972 has no
assurance of being realized

The Auditor General's report also included data which
clearly showed that the flow of Federal funds to the educa-
tion sector had not been stabilized, although this, too, was
the intent of the Federal financial commitment included in
the U S. loans.

Agency comments and GAO evaluation

AID believes that total Brazilian Government transfers
to education 1s a more accurate indicator of Brazil's commit-
ment to education than merely its transfers to the Ministry
of Education., AID stated that 1f education expenditures
originating from other sources, including national lotteries,
were considered, then there would be increases i1n Federal
resources for education,.

It should be noted, however, that conditions considered
crucial by AID were included in the first U.S. education
loan to insure that after 1968 the Ministry of Education
would have more Federal Government resources available to
1t on a regular basis. The formal agreement between the
United States and Brazil required Brazil to increase each
year in real terms i1ts Federal cash transfer to the Ministry
of Education. This, therefore, 1s the agreed-upon Brazilian
Federal financial loan commitment, and performance should be
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evaluated against 1t  However, as stated, the Auditor
General found that the Brazilian Government had not complied
with this commitment.

STATE LOAN CONDITIONS

Certain financial conditions that AID considered crucial
were included in the first loan agreement, to provide lever-
age for U S. officials to encourage 1increasing State expendi-
tures for education in general and secondary education 1in
particular in the four Brazilian States in which the loan
was being implemented  However, conditions were not stated
accurately enough for U S. program managers to determine if
they were being met,

The State financial conditions included in the loan
agreement with the Government of Brazil follow

"k ¥ % to participate in the Program a state must
devote a minimum of 20% of total state revenues
in 1969 for education, and must annually 1in-
crease annual educational expenditures (exclu-
sive of Program funds) by a minimum of 2% of the
total state expenditures until state educational
expenditures reach 30% of total state expendi-
tures. In recognition of the high priority of
secondary education, the state must annually allo-
cate at least 40% of the increase i1n educational
funding to secondary education."

To legally bind the participating States to the agree-
ment, the four participating States (Bahia, Espirito Santo,
Minas Gerais, and Rio Grande do Sul) entered into an agree-
ment with the Ministry of Education to implement the plans
for secondary education and to meet their necessary financial
and educational responsibilities, These agreements were
signed i1n February and Maich 1970. The State financial
conditions were

"% * % by 1971 and subsequent years, the state
must increase budgetary expenditures on education
by 2% pexr annum until the state expenditures on
education reach the equivalent of 30% of state
budgetary expenditures * % % during the period
1971-1973, or until the program 1is completed, the
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state must annually devote at least 40% of the
increase in education funding to secondary educa-
tion "

Annex I to the loan agreement states that

"# % % the State will devote a minimum of 20% of
total State revenues for education, and must
annually increase educational expenditures (ex-
clusive of Program funds) by a minimum of 2% of
the total State expenditures until State educa-
tional expenditures reach 30% of total State
expenditures The State must annually allocate
at least 40% of the increase in educational fund-
ing to secondary education "

During March through May 1971, the Mission's controller
office surveyed this loan to determine, among other things,
whether the participating States were meeting their finan-
cial commitments The records show that the controller's

office had difficulty in interpreting or evaluating the State

financial loan commitments shown above. We had the same
difficulty during our review

A crucial condition for participation established by
AID 1n the first U S. loan as well as for the release of
$7.4 m1llion 1n U S. funds was that a State must allocate
20 percent of 1ts total expenditures in 1969 for education.

The agreement between the United States and Brazil,
however, was not signed until November 1969, too late 1n
the year for the States to comply with this provision. Also,
the Ministry of Education-State agreements which bind the

States to the program were not signed until February and
March 1970, and make no specific mention of 1959 or any
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other year as the base perlod for meeting the 20-percent
commitment,

Another crucial condition was that the participating
States must subsequently increase expenditures on education
by a minimum of 2 perceant per annum. However, no formula
was established to insure year-to-year consistency in re-
porting actual State education expenditures.
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The final crucial condition required the participating
States to allocate 40 percent of the annual increase in their
education budgets to secondary education. The controller's
office noted during 1ts review that two States comnsidered
the allocation to secondary education to be limited to
40 percent of the 2-percent required minimum increase to
the education budget each year, while the other two States
interpreted the requirement to include 40 percent of any
annual 1ncrease to the education budget  Accepting the first
interpretation would result in a smaller amount of funds
being allocated to secondary education, a condition which the
AID controller's office did not believe to be the intent of
the loan provision establishing this requirement

The imprecise language of these commitments 1in the
agreements led to problems in their interpretation and a
subsequent determination that such conditions had been met.
For example, the controller's report in pertinent part stated

"Another factor which has clouded the interpreta-
tion of the agreements has been the use of the
terms 'revenues', 'expenditures', 'budgetary ex-
penditures', 'education funding', as 1f the terms
were Synonymous The terms are not synonymous and
the failure to accurately define the source or base
for adherence to budgetary commitments has led to
varied interpretations of monies to be allocated
to education For example, the use of State
budgeted revenues and budgeted expenditures as

a measure of the adherence to commitment require-
ments may, and in some cases does, differ signifi-
cantly from actual revenues received and actual
cash expenditures during the budget year."

Several Mission loan committee meetings were held be-
tween April and September 1971 to discuss these implementa-
tion problems The records show the Mission (1) agreed that
1970 should be considered as the base year and that actual
State expenditures be used as the measurement of meeting
financial commitments, (2) requested that the Government
of Brazil establish a formula to insure year-to-year con-
sistency in reporting actual State education expenditures,
and (3) postponed interpreting the 40-percent allocation of
education increases to secondary education (originally cover-
ing grades 5-8) pending interpretation of recent Brazilian
legislation eliminating secondary education as a separate
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education sector The legislation includes secondary
education 1n a broader sector entitled "fundamental educa-
tion" which encompasses all education activities 1in grades
1 through 8

In September 1971 the Mission approved the release of
$7 4 mi1llion of U S funds for school comnstruction In our
opinion the Mission released these funds without determining
1f the conditions governing their release had been met be-
cause they had not independently verified that the four
States were actually meeting the 1970 financial commitments.
Further, the impact of the new Brazilian education law on
the Mission's abilaty to independently measure further State
education increases for secondary education had not been
determined

Mission officials recognized many of these problems
before the loan negotiations, but their resolution was de-

ferred so as not to disrupt the long-overdue planned signing

Agency comments and GAO evaluation

AID did not agree with our conclusion that §7.4 million
in U S funds had been released in September 1971 wathout
an 1independent precise determination by 1ts Mission that the
conditions governing their release had been met

AID stated that late in June 1971, an AID Mission offi-
ci1al had analyzed actual 1970 expenditure data by the four
participating Brazilian States and concluded that they had
fulfilled their commitments under the loan agreement, AID
further stated that early in September 1971, before release
of the $7 4 million 1n U S funds, the Brazilian implementing
agency had submitted to the Mission 1ts analysis of the finan-
cial performance of the four States, which substantially con-
formed to those of the Mission It should be noted that the
AID Auditor General during his review of the loan in 1972
also attempted to ascertain 1f the participating States were
meeting their financial commitments. However, he found that
neither the AID Mission nor the offices of the Brazilian im-
plementing agency had obtained actual education expenditure
information from any of the four States

AID advised us that in April 1972 the AID Mission and
the Brazilian implementing agency had agreed to establish a
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formula to insure year-to-year consistency 1n reporting
actual State expenditures Establishing such a formula
would provide a basis for U S. program managers to fully
evaluate whether the participating States were complying
with their financial commitments The implementing agency,
according to AID, had the responsibility to

--Provide a more precise definition of the terms "State
revenue and expenditures'" and "expenditures for educa-
tion "

--Design a standardized formula to be applied to the
participating States every year for measuring such
yearly expenditures

--Appraise the States' performance to date in relation
to their financial commitments, using the new formula

AID stated the Brazilian implementing agency would soon sub-
mit the official final report to the AID Mission

AID advised us that the enacted Brazilian fundamental
education law of August 1971, which combined secondary educa-
tion grades 5 through 8 with primary education grades 1
through 4, had rendered 1t impossible to independently verify
compliance with the crucial condition included in the first
U S education loan that 40 percent of the annual increase
1n education expenditures be devoted to secondary education
1n each of the four participating States

AID stated that since the restructuring made 1t 1impos-
sible to separate and document State education expenditures
for secondary education grades 5 through 8--which 1s the
focus of the first U S loan--1t was going to propose an
amendment deleting this requirement from the loan agreement
while at the same time retaining the loan's original purpose
Because a major purpose of the U S 1loan was to specifically
increase State expenditures devoted to secondary education
and AID intends to retain the original purpose of the loan,
we believe the U S program managers should have some method
fuor indcpendently assuring themselves that this very impor-
tant U S. loan objective will be achieved AID, however, did
not address this matter

58



The aforementioned State financial loan conditions,
considered as crucial by AID, were incorporated into the
U S. education loan to provide some leverage for increasing
State expenditures, particularly in secondary education
In our opinion, the disparities and ambiguities in the
language of the loan agreement and the impiementing State
agreements, together with the enactment of the Brazilian
fundamental education law, has made 1t difficult for U.S.
program managers to precisely determine whether the loan
conditions are being met and whether 1ts purposes are being
accomplished.

The AID Auditor General, in his report in September
1972, made several proposals to the AID Mission which, in
effect, recommended suspending further U S. commitments
under the first education sector loan until the borrower
assured a satisfactory level of performance The Mission
accepted the Auditor Gemeral's recommendations and reported
that before 1t released funds for the third phase of con-

struction, the Government of Brazil and the narticinating
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States must furnish data to prove, and the Mission must as-
certain, satisfactory performance of agreed-upon commitments.

We concur i1n the thrust of the Auditor General's recom-
mendations, and Mission compliance with them should, after
more than 2 years of implementing this loan, establish
whether the Brazilian Federal and participating State Govern-
ments are increasing their resource transfers to education
each year., We, therefore, are making no recommendations on
this 1issue However, since a major purpose of the first U.S,
education loan was to specifically increase State expenditures
for secondary education and since AID intends to retain the
original purpose of the loan, we are recommending that U.S,
program managers develop some method for independently as-
suring themselves that this U S. loan objective will be
achieved. (See p. 76.)
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SCHOOL LOCATIONS

A major goal of the first U.S education sector loan was
to provide additional secondary school facilities for stu-
dents not previously enrolled However, we noted that many
of the school facilities financed with U S. funds were being
built in areas having insufficient nonenrolled school aged
youth to fi11l1l the facilities to capacity or where the new
facilities would overlap and replace existing public and pri-
vate schools.

We attribute this to the fact that the minimum number of
nonenrolled school aged youths required to fully use and,
therefore, justify the location of an 800-student capacity
school was never mutually agreed upon or specifically
defined and that the AID Mission released approximately
$12 mi1llion 1n U S funds for school construction without
having independent information that the locations selected
would provide additional school facilities for youths not
previously enrolled in existing public and private secondary
schools

The records show that a basic premise in authorizing the
first U.S. loan was the existence--in the four Brazilian
States selected to participate in the school construction
program--of a large number of primary school graduates seek-
ing a secondary education but precluded from continuing their
education due simply to the shortage of secondary school
facilities 1in their vicinity The loan paper stated that
providing school facilities for these students would be a
primary criterion of school site selection

Accordingly, the U S 1loan, among other things, helped
finance the construction of 295 new secondary schools for
grades 5 through 8 Urban rather than rural sites were to
be chosen to insure that facilities would be used fully The
modular unit constructed was designed to accommodate 400 stu-
dents 1n each of two shifts, An expressed major goal of the
U §. loan was to increase total secondary school capacity by
approximately 240,000 students

The agreements with the participating States require
them to provide adequate sites for the construction of new
schools 1n accordance with standards established by the
agreement  The education criteria established for insuring
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that schools were located in areas of need required only that
the site offer "sufficient numbers of school age youth" and
"enrollment prospects which justify construction of the
school " However, we found no evidence that officials
mutually agreed upon, or specifically defined, the minimum
number of nonenrolled school aged youths 1in an area that
would be required to fully use and, therefore, justify the
location of an 800-student capacity school

The new schools were to be constructed 1n separate
phases By the time of our in-country review, 49 sites had
been selected for construction under phase I and 66 under
phase II of the program Construction costs for these 115
schools are estimated at $18 million, which includes about
$12 m1llion 1n U S funds It has been estimated that the
average cost of the schools constructed under phase I 1s
$117,000 and under phase II, $135,000

Tne location of the schools, according to AID, 1s deter-
mined by selecting municipalities and then selecting sites
within the municipalities Selecting the municipalities 1s
a Government of Brazil policy decision, and selecting the
sites 1s the responsibility of the Brazilian implementing
agency which must be approved by AID before U S construction
funds are disbursed

In December 1970 the Mission released $4 3 million to
construct 49 phase I schools, thereby approving the school
sites selected Tne Mission controller's office reviewed the
first U S education sector loan from March through May 1971,
including the basis for the school sites selected in phase I

Its report, dated July 7, 1971, pointed out that, during
discussions at the four State implementing offices, 1t asked
for a brief explanation and some statistical information to
support selection of phase I school sites This information
was not available at the State level or at the Federal
offices responsible for i1mplementing the U.S 1loan and the
controller's office was unable to determine whether any fac-
tual evidence was generated as a basis for selecting school
sites to meet the educational requirements

In December 1970, the Mission requested information from
Brazilian officials to satisfy the loan conditions before 1t
could release an additional §7.4 million for phase II
schools. This information included a description of the
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school system and a justification of the need for the school
in the proposed community and evidence that an adequate site
had been selected to meet the criteria in the loan documents

After analyzing the information provided, the Mission
notified appropriate Brazilian officials on May 12, 1971,
that 1t was deficient 1n many respects

"The information * * * needs to be supplemented
as 1t 1s incomplete and does not include an
educational analysis justifying the need for
the schools 1in the proposed communities  An
Educational Analysis of all proposed schools
st11l should be furnished to provide a basis
for USAID approval of the schools in the respec-
tive communities. Apparently, the proposed
locations of several schools in Minas Gerais
and Bahia overlap with existing secondary
schools Therefore, 1t will be necessary to
reexamine carefully the advisability of situat-
ing these schools 1in the chosen communities."

% * % ® ®

"In the documentation presented many data
regarding the selected sites are incomplete or
lacking entirely On the basis of what informa-
tion was furnished, however, questions arise
whether several of the selected sites satisfy
the community needs and/or site selection cri-
teria "

On September 10, 1971, the Mission released the
$7 4 mi1llion to construct 66 phase II schools, thereby
approving the sites selected

The only Mission records available on whether the sites
selected had a sufficient number of nonenrolled school aged
youths to justify their selection at the time of our
in-country review 1n December 1971 were undated Mission site
evaluation reports, which 1t had prepared for 1ts own use to
veri1fy the internal consistency of the material provided by
Brazil In reviewing these forms we noted statements by Mis-
sion education officials which raised questions on the need
for 800-student capacity schools for 28 of the sites
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selected, which apparently included the same sites previously
questioned by the Mission in May 1971 A schedule, by State,
of such schools follows.

Analvsis of AID Mission Scaool
Site Evaluntion Reports
for Phase Il

Number of sites questioned
by AID due to
Not enough Scinool site

nonenrolied near

Number Insufficient school aged exlsting

of data to youths to secoandary
State scnools show need justify need scnool Total
Bahia 14 3 9 - 12
Minas Gerails 24 - 4 4 8
Espirito Santo 11 - - 3 3
Rio Grande do Sul 17 1 4 - 5
Total 66 4 7 7 28

|

AID stated that the site evaluation reports merely re-
corded the Mission's uncertainties about many sites after it
reviewed the i1nitial site-selection documents in April and
May 1971 It subsequently resolved these problems by talking
with the Brazilian agencies responsible for implementing the
loan, visiting selected sites, and further refining data
originally presented Problems noted on the reports were not
always cleared on them as additional positive information
was received from the Brazilian implementing agency

However, we noted that the AID Auditor General in his

review 1n 1972 also addressed the selection of school con-
struction sites

"During our examination of the individual files
relating to the sites, and the construction
thereon, we found that, although the Mission's
formal concurrence to the sites had been given

# % ¥ wye were unable to determine the bases

for the concurrences since the files were, gen-
erally, incomplete and the evaluation reports
were, frequently, not completed or did not refer

to a source document for the information recorded
on the reports."
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Mission officials said that informal oral agreements had
been reached with Brazilian officials 1insuring maximum use
of the schools 1dentified as having an 1inadequate supply of
students and that the Brazilian implementing agency had
received agreements from the State mayors that the schools
would be adequately used by bussing students  However, docu-
ments were not available at the time of our review nor could
Mission officials tell us the specific plans for each site.

AID records indicated and we observed that some schools
in both phases I and II were being constructed near existing
private and public secondary schools Records and discus-
sions with Mission officials 1indicate tnat locating AID-
financed secondary schools near existing secondary schools
has caused and may continue to cause some of thne existing
private and public secondary schools to (1) be closed,

(2) used for other than secondary education (grades 5 through
8), or (3) lose part of their student bodies to the new

high quality tuition-free schools supported with U S funds
Therefore, the new facilities possibly could replace existing
facilities rather than provide additional school spaces for
school aged youths not previously enrolled

When the loan was authorized, AID recognized that tne
major beneficiaries might be students already enrolled in
private schools who would be induced to transfer to high
quality tuition-free public schools Nevertheless, AID con-
sidered 1t neither feasible nor desirable to limit these
transfers because 1t contradicted the concept of public edu-
cation and the Brazilian constitution

We visited one of the schools and were informed by the
school officials that, based on their studies, 80 percent of
the students enrolled above the beginning level had trans-
ferred from private schools Therefore, the overwhelming
majority of students benefiting from this new school were
those transferring from private schools. This does not
appear to be an 1solated example Records i1ndicate that at
a conference private school and some public school officials
expressed concern that the new U S -supported schools would
draw off their student bodies, which in the case of the pri-
vate schools would cause them to go out of busimness

This was brought to the attention of Mission officials
during our in-country review. In January 1972, Mission

64



officials stated that when schools were to be built close to
exi1sting schools, the municipal authorities must demonstrate
plans for using educational facilities fully and 1f conver-
sions were to take place, the timing and justification for
such conversions must be given The Mission stated that any
vacated places in private schools could be filled through
Government scholarships We saw no evidence that United
States and Brazilian officials had planned as part of the

U.S education loan program to provide such Government schol-
arships to economically less affluent nonenrolled school aged
youths previously unable to attend private schools

In our opinion, AID should not have released approxi-
mately $12 million i1n U S funds for school construction
without having independent information that the school sites
selected would provide additional school facilities for
potential students not previously enrolled 1in existing pub-
lic and private secondary schools

Agency comments and GAO evaluation

AID pointed out that construction of the schools was
predicated not only on the numbers of enrollable students but
also on projected growth in enrollments It provided enroll-
ment data prepared by Brazil on 65 of the 115 phase I and II
scnools, showing that first-year enrollments 1n grades 5
through 8 were 54 percent of capacity  Thus, AID stated that
in view of the great demand for education, as indicated by
first-year enrollments, the newly constructed and existing
schools would be used to capacity in the next few years, even
1f they were 1in relative physical proximity to each other in
a few limited 1instances

We are not concerned about the new schools being fully
used, but some areas have insufficient nonenrolled school
aged youths to fill the 800-student schools to capacity and
newly constructed schools will serve as replacements because
of their physical proximity to existing public and private
schools The eniollment data provided by AID did not spe-
cifically show whether the students now enrolled were trans-
ferees from exaisting public and private schools or previously
nonenrolled school aged youths

There are more than a few limited 1instances where sec-
ondary schools being constructed with U S funds will serve
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as replacements for cxisting secondary schools Specif1-
cally, information available to us shows that all 14 phase Il
schools approved for construction with U S funds in Bahia
w1ll servec as replacements, since 14 existing secondary
schools wi1ill be closed or used for education levels other
than secondary education grades 5 through 8

Therefore, the first U S. loan goal of increasing total
secondary school capacity for grades 5 through 8 by approxi-
mately 240,000 students 1s being adversely affected by new
school site locations
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SUFFICIENT DATA NOT AVAILABLE
TO U S PROGRAM MANAGERS

The Mission has not developed a system .i1th the Brazilian
Government whereby Brazil provides basic information necessary
to permit U S program managers to monitor and periodically
determine (1) the current achievement of long- and short-term
goals, (2) that Brazilian resources for educational develop-
ment, including those furnished by the United States, promote
the equitable development of education, and (3) that U S
education loan objectives, conditions, and targets are met

Precise data on total financing for formal education has
not been available to AID Its analysis, thersfore, has been
based on partial data and the best available estimates Data
on existing enrollments, teachers, and school facilities on
an individual State and municipal basis, including a breakdown
between urban and rural locations within such areas, was
generally not available to U S program managers at the time
of our review  Such a breakdown of data 1s extremely impor-
tant because of the various stages of educational development
between areas within Brazil, as discussed in chapter 4

The Ministry of Education's 1972-74 education plan in-
cludes a priority project to develop a management information
system In justifying this project, the plan stated that
Brazil was a country unknown to 1tself, needing a basis to
formulate a sound education policy and up-to-date information
to prepare plans and projects adequate to meet national re-
quirements

Mission officials agreed they need better and more de-
tailed data and stated they have supported, in the second
U.S education loan, the Ministry of Education's priority
education project to develop a management information system
AID's general objective 1s to provide financing for training
and technical assistance to develop, at the Brazilian national
and State level, a management information system which identi-
fies and provides the necessary data for management and 1invest-

ment decisions that must be made at all levels of the education
system

We believe U S, program managers, in cooperation with
Brazilian officials, should identify the type of education
information needed but not currently available and establish

a procedure whereby they systematically receive such informa-
tion as it becomes available
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Agency comments and GAOQ evaluation

AID pointed out that the Mission already employs
systematic procedures for collecting, analyzing, and using
education information and referred to the Mission's education
sector analysis This contains numerous statistical tables
based on ever-increasing quantities of data, 1s completely
revised every 2 years, and is updated more frequently  The
latest Mission education sector analysis available to us
during our review was prepared in 1970  Although this analy-
s1s does contain education information on Brazil, 1t stated
that precise data on total financing for formal education in
Brazil had not been available and analysis had therefore been
based on partial data and the best available estimates It
generally did not have precise and current education data
for enrollments, teachers, and school facilities on an indi-
vidual State and municipal basis, including a breakdown be-
tween urban and rural locations within such areas

AID said that, although developing education information
and retrieval systems would be necessary to adequately monitor
and assess loan progress, the benefits such information would
provide to the various levels of the Brazilian Government 1in
planning the uses of 1ts resources were equally important
The Mission 1s presently assisting the Ministry of Education
to reorganize, systematize, and computerize 1ts information

system

SECOND LOAN PROVIDED PREMATURELY

We believe the second U S education loan for $50 million
was provided to Brazil prematurely It was authorized and
signed (1) without specific education goals to permit objec-
tive measurement and evaluation of program results, (2) with-
out the establishment of Brazilian education plans for using
the funds, and (3) before many of the implementation problems
in the first loan were resolved The U S 1loan resources,
together with an equal Brazilian contribution, are to be used
to capitalize a $100 million education fund within the Ministry
of Education which will finance part of approved State plans
Over 2-1/2 years have elapsed since AID authorized this loan
and over 1-1/2 years since 1t was signed, however, no funds
had been disbursed as of March 1, 1973
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At about the same time Mission officials were signing
the first U S. education loan for $32 million in November
1969, they submitted to AID/Washington a request for a second
education loan for §$50 million

AID/Washington on June 29, 1970, authorized the second
loan for $50 million to provide financial assistance to an
estimated six unspecified Brazilian States at the primary-
secondary education levels However, no disbursements had
been made against the first loan when AID authorized the
second loan

The second loan was provided for strengthening and im-
pfov1ng the capacities of the Ministry of Education and the
State Secretaries of Education to plan and administer pro-
grams essential to the qualitative, quantitative, and pro-
ductive improvement of primary and secondary education The
U S 1loan seeks to

--1mprove the management and increase the efficiency of
the primary-secondary education system and support
programs at the Brazilian State and municipal level,

--provide education services to a larger portion of the

primary-secondary school aged population than would
otherwise receive these services,

--make primary-secondary education more relevant 1in
terms of employment opportunities and Brazilian man-
power requirements for social and economic development

Lack of specific goals

Unlike the first U.S education loan, the second loan
signed on June 17, 1971, did not indicate the specific
number of schools to be constructed or teachers to be trained,
the increased enrollment goals sought, or other objectively
measureable goals although most of the funds from the loan
were to be used for such education activities This failure
1s i1nconsistent with AID-State guidelines which require a
sector loan to include a statement of specific loan objec-
tives to be achieved within a specific time frame

Mission officials stated that the second loan represented
an evolution from the more specifically programed first U S
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education loan, being designed to improve systems--planning,
budgeting, curriculum administration, etc --and not to meet
specific quantitative targets of more students, teachers,
schools, etc Nevertheless, on the basis of the AID authori-
zation loan paper, about $68 million of the $100 million
total program may be used for school construction, equipment,
teacher training, and 1elated education activities which are
the same as the activities under the first loan

We do not believe that a loan of this magnitude--the
largest education loan to date provided by AID--should have
been authorized and signed with practically no specific goals,
particularly when sufficient information was not available to
U S program managers that such assistance would serve to
supplement rather than to substitute for Brazil's own educa-
tion program efforts

Lack of plans

Implementation of this loan, according to AID, 1s pred-
1cated upon submission and approval of Brazilian State educa-
tion plans which are to identify the (1) education levels to
be addressed, (2) number, size, and/or location of the schools
to be constructed in the program, and (3) type of activities
to be financed at each education level and U S share of such
activities

Over 2-1/2 years after its authorizatson, however, AID
does not know specifically how the entire $50 million U S.
education loan program will be implemented because only two
Brazilian State education plans have been approved as of
February 1973 This situation exists because the loan was
provided without established Brazilian education plans for
using the U S funds.

The second U S 1loan paper stated that Brazil proposed
the education fund concept and made funds available in ad-
vance of Brazilian State plans to stimulate the States to
promptly develop plans and to enable the Ministry of Educa-
tion to respond quickly and flexibly to State requests The
records show the AID Mission supported this approach because
(1) the Mission realized that 1t was not staffed to respond
directly to State requests for financial assistance, (2) the
Mission did not wish to become a competitor of the Ministry
of Education in providing education assistance to the States,
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and (3) the sensitive nature of the education sector argued
against the high profile that would result 1f the Mission
were directly involved with a number of States

AID therefore concluded that, by supporting an interme-
diate credit-like mechanism within the Ministry of Education
which would provide assistance to States presenting plans
responsive to the program's criteria, the dual objectives of
building the planning and managerial capacities of the
Ministry of Education and the States could be best served

At about the same time an international lending organi-
zation substantially reduced 1ts proposed education program
for Brazil because, among other things, of Brazil's insuf-
ficient progress in formulating State and Federal education
plans This organization had been considering a $20 million
loan for secondary education in Brazil since 1968 The loan,
as entered into in June 1971, however, eliminated much of
the education program and reduced the amount of the loan to
$8 4 million The organization stated that, even though the
educational development needs of Brazil were immense, pre-
paring and implementing a program commensurate with these
needs was not possible at that time for these reasons

--The absence of reliable education statistics
--Responsibility for financing and administering primary
and secondary education 1s vested in the States, and

many are unable to finance the needed expansion

--Insufficient progress in formulation of State and
Federal education plans

AID officials stated that many of these problems are
specific areas which will be addressed under the second U S
education loan

Unsolved problems of first loan

U S. program managers knew of a number of problems in
the first U S education loan at the time the second loan
was being considered for signature in June 1971

71



Lagging construction progress

As of May 31, 1971, according to a Mission progress
report, the phase I schools being constructed were less than
30-percent completed when they should have been more than
80-percent completed Part of the cause of this slow progress
was the delay 1n obtaining sites and the failure to have
water and power at the construction sites In commenting on
our report, AID agreed that construction of phase I schools
was lagging but stated that improvements had been made 1n
meeting phase II projected construction schedules in the four
participating States

Shortage of textbooks

During an April 1971 visit to teacher-training sites,
AID officials found that the training institutions did not
have enough textbooks, reference books, and equipment to
provide proper training They noted that in some classes
mathematics textbooks were in the French language and few
of the students and instructors understood French  Our
visits to teacher-training institutions in November 1971
showed that, although there appeared to be enough textbooks
available, the math textbooks in at least two of the four
States were still in the French language

Some of the new secondary schools constructed with U S
funds lacked library books Specifically, the only school
in operation that we visited had practically no library books
Two other schools that had just completed registering students
at the time of our review also had practically no library
books

AID stated the necessity of providing sufficient in-
structional materials, including textbooks, would undoubtedly
remain a major task throughout the entire period of both U S
education sector loans Therefore, considerable attention
was being given to providing materials for teacher-training
institutions and for student libraries in the new secondary
schools.

AID informed us that the Mission and the Brazilian im-
plementing agency had made special provisions for instructional
materials for teacher-training institutions and the situation
had improved considerably during phase II, with further im-
provement foreseen for phase III of the program
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AID said that, as of October 1972, the libraries of all
new secondary schools in operation had received an initial
collection of books, consisting of 600 volumes, donated by
the Brazilian National Book Institute A supplemental col-
lection of 900 volumes was to be distributed to all schools
during October and November 1972

Extension of loan implementation period

The original plans called for the first U S education
loan program to be fully implemented over a 4-year period
We were informed during our fieldwork that the start of
phase III of the construction program would be delayed and
that extending the life of the first loan program an addi-
tional 2 years was being considered

AID told us subsequently there were no plans for a 2-
year extension but Brazil might seek a 6-month extension to
carry out the activities contemplated for phase IV of the
program  The extension may be necessary because of the delay
in phase III construction from April 1972 until January 1973
AID pointed out that the postponement of phase III arose out
of a management concern for continual improvement of the
program  The fact that 9 months were spent to effect improve-
ments 1n the program would indicate that some implementation
occurred in phase I and II of the construction program

In January 1971 the AID Auditor General issued a draft
Teport on AID assistance to Brazil, including the education
sector The second education loan had not been signed at
that time The Auditor General believed that the second
loan should not be signed until adequate implementation ex-

perience had been gained under the first loan, commenting
that

"The second education loan was authorized without the
GOB [Government of Brazil] or the USAID demonstrating
that either was capable of managing the first loan
Both entities were also without experience under the
first loan whose implementation would demonstrate any
needed policy, institutional, or financial changes
that might be needed under the second loan

"We believe that the second education sector loan was
authorized prematurely and that some 1implementing ex-
perience under the first loan should be required
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before the second loan 1s signed Experience with
the first loan should demonstrate any weaknesses 1in
planning which could be corrected before serious mis-
takes are made AID cannot afford another experience
like that of several years ago with school construc-
tion in the Northeast "

The Auditor General recommended that AID/Washington
delay signing the second education loan until Brazil demon-
strated 1ts ability to achieve project goals set forth under
the first loan Before replying to the Auditor General's
recommendation, however, the Mission signed the second U S.
education loan with Brazil

The Mission stated that this second loan was essentially
separate from the first U S. loan and, therefore, could be
implemented without 1t  We agree that the stated purpose
and some of the objectives and activities to be financed
under the second loan are different from the first loan
The fact remains, however, that the AID authorization loan
paper anticipated that the major portion of the loan program
resources would be used for school construction, equipment,
teacher training, and related activities In this respect
the two loans are related and we believe the implementation
problems experienced in the first loan should be resolved
so that they do not recur in the second loan

AID, 1in commenting on their reasons for signing the
second education loan, gave the following background infor-
mation. Negotiations on the loan had lasted more than a
year, during which high-level personnel within the Minastry
of Education had changed. The new Ministry officials were
anxious to proceed with planning the second loan, and Mission
officials believed that a retreat by AID from signing it
would have been misunderstood, particularly since the new
Ministry leadership had been personally involved in planning
and implementing the first education sector loan. They
would have resented any implication or statement that the
second Joan not be signed because of poor performance under
the first loan  AID believed the problems encountered with
the first loan were not serious enough to justify not signing
the second loan.
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Agency comments and GAO evaluation

AID agreed the second U S education loan for $50 million
was authorized and signed without specific education goals and
Brazilian plans for using the funds However, AID pointed
out that this loan requires the participating Brazilian States
to develop an education plan acceptable to AID before funds
will be provided  Therefore, AID argued that the development
of education plans of necessity followed the loan

Over 2-1/2 years have elapsed since AID authorized this
loan, and over 1-1/2 years since 1t was signed, however, no
funds had been disbursed as of March 1, 1973 By providing
this loan in advance of formulated Brazilian education plans,
AID committed and then obligated $50 million in limited de-
velopment loan resources significantly in advance of need
and has been precluded since June 1968 from using these re-
sources for other priority developmental purposes In our
opinion, this is not sound management practice

AID stated that implementation problems under the first
U.S. education loan did not mean that 1t could not success-
fully proceed with the second U.S. education loan., It should
be pointed out, however, that, when AID authorized the second
loan for $50 million in June 1970, no disbursements had been
made under the first $32 million education loan  However,
subsequent implementation problems did arise under the first
loan, but, before resolving many of them and despite the
Auditor General's recommendation to the contrary, AID signed
the second loan.

In summary, we believe the second U S education loan
for $50 million--the largest education loan to date made by
AID--was premature because 1t (1) was not warranted by
Brazil's performance under the first U S education loan,
(2) contained practically no specific education goals to
permit objective measurement and evaluation of program re-
sults, and (3) was not based on formulated Brazilian educa-
tion plans for using the funds.
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CONCLUSIQNS

We observed a number of commendable management practices
and well-intentioned efforts of many U.S officials Never-
theless, we concluded that the management of U S education
loan programs in Brazil was inadequate 1n many respects

--The Brazilian Government was not complying with the
finangial commitments required in the U S 1loans

--State financial loan conditions were not precise.

--Planned increases 1in secondary school enrollment was
being adversely affected by school site locations

--Sufficient education data was not available to U S
program managers to adequately monitor progress in
edueation development.

--The second U S 1loan for $50 million was provided
prematurely.

We believe that U S program managers should take
1mmediate steps to resolve the problems occurring under the
first loan and the necessary corrective action to preclude
recurrence under the second U S education loan

RECOMMENDATIONS

We recommend that the Administrator, AID

1. Develop specific school site selection criteria to
insure that new schools are placed only in locations having
sufficient numbers of nonenrolled school aged youths to
fully use them

2 Develop, 1n cooperation with Brazilian officials,
the type of education information needed but not currently
available to adequately monitor the progress of education
development and establish a procedure whereby U S. progrhm
managers systematically receive such information as 1t
becomes available

3 Develop for the second U.S. education sector loan
specific, mutually agreed-upon (a) education plans to insure
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effective use of loan resources, (b) education objectives

to permit independent evaluation of program results, (c)
loan conditions and commitments to permit a precise deter-
mination that they have been met, and (d) obligations for
education expenditures of the participating Brazilian States
to increase at a faster rate than that experienced before

U S 1loan resources were provided

4 Develop, i1n conjunction with Brazilian officials,
some method for independently 1insuring that the objective 1n
the first U S 1loan, which sought increased State expendi-
tures for secondary education will be achieved

5 Avoiad authorizing and signing development and Alli-
ance for Progress loans before plans for using the U S 1loan
resources and goals to permit objective measurement and
evaluation of loan accomplishments are established

AGENCY COMMENTS AND GAO EVALUATION

AID agreed with recommendation 1 for developing speci-
fic school site selection criteria but stated such criteria
had been established and was in use under the first U.S
loan  The pertinent criteria established for insuring that
schools are located in areas of need requires only that the
proposed site offer "sufficient numbers of school age youth"
and "enrollment prospects which justify construction of the
school " We found no evidence that U S and Brazilian offi-
cials mutually agreed on or specifically defined the exact
or minimum number of nonenrolled school aged youths that
would be required in an area to justify the selection of a
site for a new school Therefore, we believe AID should
reconsider 1ts position in this regard and specifically de-
fine the exact or minimum number of such youths

AID agreed with recommendation 2 for developing the
type of education information needed but not currently
available and stated 1t has been giving attention to this
matter for some time and would continue to do S0, where
necessary  Although AID did not specifically comment on
establishing a procedure whereby U.S progran managers sys-
tematically receive such information from Brazil as 1t be-
comes available, they did point out that in March 1972 the
education office 1n the Mission initiated an education fact
sheet to insure that staff members were kept abreast of the
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developments in Brazilian education through statistical and
narrative reports This education fact sheet, which was
initiated subsequent to our in-country review, appears to
be a step in the right direction for providing U § program
managers with sufficient data to adequately monitor progress
in education development

AID agreed with part a of recommendation 3 for develop-
ing mutually agreed-upon education plans to insure effective
use of U S 1loan resources AID stated, however, that the
Government of Brazil seeks to develop a demonstrable capa-
city to plan, finance, and implement education programs and
AID's role 1s and should be limited to offering assistance
when required and approving use of U S 1loan resources 1n
implementing approved plans AID also accepted parts b and
c and stated they would be encompassed in the normal imple-
mentation of the second loan

AID did not agree with part d for developing U S 1loan
obligations which cause education expenditures of the par-
ticipating Brazilian States to increase at a faster rate
than that experienced before U S 1loan resources were pro-
vided. AID believes this recommendation puts more emphasis
on expenditures than 1t does on quality or depth of planning
and reform, which are the core of 1ts assistance efforts
AID views a rapid rate of increased financial support to
the education sector by the Brazilians favorably but be-
lieves the success of U S education loans cannot be judged
primarily by this measure alone

We agree that the success of U S education loans can-
not be judged primarily by the rate of increased financial
support to the education sector by the Brazilians Nonethe-
less, this recommendation 1s consistent with the basic U S
developmental assistance doctrine, which seeks to have such
assistance serve as a catalyst to mobilize a large and
accelerated development effort by the recipient country.
Therefore, we believe AID should reconsider 1ts position 1in
this regard

AID representatives with whom we discussed recommenda-
tions 4 and 5 i1in March 1973, for developing some method for
insuring that the objective in the first U.S 1loan which
sought increased State expenditures for secondary education
will be achieved and authorizing and signing loans in advance
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of plans and goals will be avoided, preferred not to offer
any views as to whether they agreed or disagreed with the

1ecommendations They said the formal agency position on

these recommendations would be expressed later
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CHAPTER 8

DOES BRAZIL NEED CONTINUED

U S CONCESSIONAL ASSISTANCE?

Records indicate that Brazil may have reached or 1is
near the point in 1ts development when 1t no longer needs
concessional U S assistance In our opinion, U S. program
managers should reevaluate Brazil's need for continued U S
concessional assistance 1n view of 1ts sustained economic
performance since 1968 and 1ts ability to obtain substantial
foreign assistance from other sources

OQur review of U S assistance for educational development
necessarily required that we examine 1t in the context of
Brazil's overall development We observed several factors
which, 1n our opinion, make Brazil's need for continued U S
concessional assistance questionable

--Brazil's remarkable economic growth since 1968 Its
gross national product has grown at an average annual
rate of about 9 9 percent and totaled about §$50 billion
in 1972

--In 1971 and 1972 Brazil accumulated $3 billion in foreign
exchange Total reserves at the beginning of 1973
were about §4 2 baillion.

--Brazil's ability to attract and obtain substantial
economic assistance from other sources For example,
IBRD, IDB, and Eximbank authorized over $900 million 1n
external assistance in fiscal year 1972 alone

--U 8§ officials since at least July 1971 recognized that
the declining AID development program has had no
political significance in Brazil, consequently U S
officials have lost some of their leverage for influenc-
ing Brazilian policy, due primarily to the availability
of external assistance from other sources

-~Authorized but undisbursed AID loans amounted to over
a quarter of a billion dollars as of May 1, 1973
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Media reports point out that Brazil has established 1ts
own foreign aid program, including millions of dollars in
commitments to neighboring countries

State and AID general policy statements show that the
basic goal of U.S. development assistance 1s to assist
recipient countries to develop to a degree that external
assistance 1s no longer required. However, what constitutes
a Brazilian education system sufficiently developed to no
longer require or justify external U S. assistance has not
been addressed by U.S. program managers 1in basic policy and
program documents for Brazil U S. program managers have
not defined the point at which Brazil's overall development
w1ll be sufficient to no longer require or justify continued
concessional U,.S. assistance,

The United States will provide about §$50 million 1n aid
to Brazil in fiscal year 1973 and plans to provide about
$17 m1llion an fiscal year 1974, Data on planned levels
of aid beyond fiscal year 1974 were not available

AGENCY COMMENTS AND GAQ EVALUATION

State and AID, in their joint response, stated that the
reported foreign aid program of the Brazilian Government was
essentially the extension of supplier credits The major
exception was assistance offered to Bolivia for highway con-
struction, mainly for Brazil's self-interest since the credits
and assistance were restricted to buying heavy equipment for
constructing a highway linking Bolivia's eastern border with
Brazil's highways. We noted, however, that in 1972 Brazil
pledged $2 million to the Special Fund of the African Develop-
ment Bank. The resources of this fund, like the more con-
cessional loan funds of IDB and the Asian Development Bank,
w1ill be used to finance high-priority development projects

The agencies agreed with the facts presented showing
Brazil's remarkable economic performance since 1968 and added
that the picture 1s one of 1increasing economic strength and
capacity of the Brazilian Government to deal with Brazil's
own problems. Nevertheless, the agencies state that the
current and planned assistance levels to Brazil, as stated
above, are consistent with U S. foreign policy objectives.
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In May 1973, however, we noted indications that serious
consideration 1s now being given to an orderly reduction for
future U S. bilateral assistance to Brazil.

Brazil still faces development problems but whether

additional U.S. concessional assistance 1s necessary to
assist 1ts Government 1in attacking these problems 1s question-

able 1in view of
--Brazil's remarkable economic performance since 1968,

--1ts ability to obtain substantial economic assistance
from other sources, and

--the $284 m1llion in pipeline AID assistance programed
for Brazil as of May 1, 1973.

MATTER FOR CONSIDERATION BY THE CONGRESS

The question of when a foreign assistance recipient, like
Brazil, reaches the point in 1ts development when 1t no longer
needs further U.S. concessional assistance has not been
addressed by U.S. program managers. For this reason we be-
lieve 1t 1s a matter which warrants legislative emphasis.

The Congress may want to consider requiring the Depart-
ment of State and AID to precisely identify, in objectively
measurable terms, the point at which an assistance recipient
no longer requires concessional U.S. assistance.
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CHAPTER 9

SCOPE OF REVIEW

We reviewed the administration of United States assistance
to the Brazilian education system since 1965 to evaluate
the (1) long-term effectiveness of U S. assistance 1in promoting
Brazil's education development, (2) adequacy of existing
U S. management controls, and (3) coordination of U.S. educa-
tion assistance with that provided to Brazil by the interna-
tional community.

We examined U.S. policy papers, strategy statements,
program documents, reports, correspondence, and other pertinent
data available at the Washington and Brazil offices of AID
and the Peace Corps. Statistics and other data were secured
from the United Nations and other international agencies
We discussed relevant matters with officials of AID and the
Peace Corps and with the Brazilians. Late i1n 1971 we visited
selected locations where education assistance activities, such
as schools, teacher training, and administration of the proj-

ects, were occurring, including the States of Bahia, Espirito
Santo, Minas Gerais,
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DEPARTMENT OF STATE

AGENCY FOR INTERNATIONAL DEVELOPMENT
WASHINGTON DC 20523

DEC 8 1972

Mr Oye V Stovall

Director

International Division

U S General Accounting Office
Washington, D C 20548

Dear Mr Stovall

I am forwarding herewith a memorandum dated December 7,
1972 from Herman Kleine, Assistant Administrator of the Bureau
for Latin America, which presents the joint comments of the
Department of State and AID on the U S General Accounting
Office's draft report titled, "Improvements Needed in U S
Foreign Aid to Brazil for Education Development "

Sincerely yours,

£eoud 0SS
Edwaxd F Ten;jizr\

Auditor General

Enclosure As stated
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MEMORANDUM DEC 7 1972
TO* AG, Mr., Edward F. Tennant
FROM* AA/TA, Herman Kleine %k4

SUBJECT+ GAO Draft Report, "Improvements Needed in
U. S. Foreign Ai1d to Brazil for Education
Development"

We have reviewed with interest the draft of the GAO's
report on our assistance to the education sector in Brazilil
and have obtained comments from the Department of State,
the Mission and all interested AID/W offices. Comments
are consolidated in this response,

The introduction of the report portrays fairly accurately,
although braiefly, the progress made by Brazil in 1ts efforts
to modernize 1ts educational system with technical assist-
ance provided by AID, The report also acknowledges that
much remains to be done to improve the system so as to make
1t responsive to the economic advances Brazil has made over
the past eight years, However, the report does not, in

our opinion, sufficiently take into account the contribu-
tion made by AID grant assistance during the period 1965-
1969 to the very significant improvements made by Brazil

in 1ts planning and analysis capacity which led to the
1dentification of the three major areas 1in the education
system requiring attention 1f modernization was to succeed.
These areas were, the critical bottleneck at the junior
high school level, the need for curriculum modification,
and the small number of secondary school students entering
the system., The attack on these fundamental problems is

at the core of the two education sector loans provided by
ATD, The draft report is essentially a review of these two
loans. In our discussions with the GAO staff, they have
agreed to include in the final report some treatment of the
foregoing so as to place in better perspective our reasons
for moving ahead with our two sector loans.

A number of the observations and conclusions in the draft
report are predicated on the notion that the provision of
assistance to Brazil by AID automatically carries with 1t
a considerable degree of U.S. control or leverage which
should enable us to influence the Brazilians in the direc-
tions that we would like to see them take, This notion,
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perhaps, stems in part from a lack of understanding of the
U.S. policy of mature partnership toward our Latin American
neighbors, and of the realities of the Brazilian situation,

[See GAO note p. 91.]

We believe that a clearer under-
standing of these concepts would have given the report better
perspective and balance,

Many of the GAO criticisms are directed towards the concept-
ualization, design and implementation of the two sector loans,
The report indicates that AID did not address some of the
broad social questions associated with the goals of the loans,
such as more equitable educational opportunities, inequities
in the system, shortage of qualified praimary school teachers,
and points up a number of 1mplementation problems which led
the auditors to conclude that the second sector loan was

made prematurely. It is our belief that many of these criti-
cisms are based on an inadequate understanding of what the
loans were designed to do. The first loan was directed spe-
cifically at the problems of the secondary school system,
involving construction of new facilities, development of a
balanced curriculum and teacher training, On the other hand,
the second loan addresses a much broader range of problems,
with the primary objective of achieving improved utiliza-
tion of Brazilian financial and manpower resources, 1t 1s
our Judgment that the design and implementation of the two
loans are in fact addressing the very problems in the Bra-
zilian educational system which the GAO craiticizes, and

the loans have caused the Brazilians to focus more than

ever before on strengthening the administrative mechanisms
which will permait them to mobilize and distraibute their own
resources more prudently and in ways which will continue

the momentum for development they have already generated.

The attachment to this memorandum contains our detailed com-
ments on the observations, conclusions and recommendations
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in Chapters IT through VIIT in the draft report, If there
1s any additiqQnal information we can provide, please let

us know,

Attachment
Comments on GAO draft report
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TREASURY DEPARTMENT

WASHINGTON D C 20220
ASSISTANT SECRETARY

APR 11 1973

Dear Mr Stovall

This letter 2s 1n reply to your request for Treasury
Department comments on the proposed GAO Report to the
Congress, entitled "Improvements Needed in U S Foreign
Aid to Brazil for Education Development " 1In line with
your request, I have limited my comments to those portions
of the Report which relate to coordination between the
international lending institutions and the Agency for
International Development.

After having preliminary comments of AID officials on
your Report, and in view of the arrangements which presently
exist to provide coordination among lenders, I am not con-
vinced of the need to establish another mechanism for this
purpose In taking this position, I note that your recom-
mendation is for a comprehensive mechanism, while the report
itself is limited to a discussion of lending in the educa-
tion sector.

My first reaction is that no concrete examples are
provided to support the general contention that a problem
really exists of the magnitude suggested by the language 1in
the Report. For example, it 1s stated on page 23 that an
IDB loan of $3.0 million for intermediate industrial tech-
nical education made funds available for vocational equipment
at a time when AID was trying to obtain better utilization
of equipment it had financed. AID officials have indicated
specifically, however, that they did not regard this loan
as competitive or duplicative, given the conditions which
existed in Brazil at the time the loan was made,

Although your Report barely mentions them at all, well-
established procedures do exist, both within the U S
Government and within the inteinational lending institutions,
to achieve the necessary degree of coordination in external
aid flows to recipient countries. Although improvements can
always be made in these procedures, I very strongly disagree
with your characterization of them as informal and periodic
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and your implication that they are completely inadequate
In my judgment, we would do better to concentrate on con-
tinuing the i1mprovement of these procedures rather than on
considering the introduction of an entirely new mechanism
Examples of these procedures have been made available to
your staff.

You have also raised the question of conflicting or
contrary objectives between AID and IBRD Both lenders agree
1n their general assessment of the cuirent educational
situation 1in Brazil.

The first AID loan for $32 million was directed at
comprehensive lower secondary level programs in four selected
states This loan was consistent with the Brazilian commit-
ment to the comprehensive approach at that level and designed
to have an 1mpact by working around major problem areas
The second AID loan ior $50 million, which has not yet been
disbursed, will be channeled to those states which submit
viable education plans. It is meant to encourage individual
states in their overall planning efforts.

The IBRD loan for $8 O million focuses on 16 selected
institutions i1n several states It is aimed at the upper
secondary level and designed to improve agricultural and
industrial technical education, two important economic areas
with skilled manpower shortages To my knowledge, the
specialization aspect of this loan does not conflict with
AID or GOB plans

IBRD fully recognizes both the problems which confront
Brazil in its education sector and the efforts which are
under way to alleviate then The Bank believes that it
can provide effective assistance at particular levels of
education which are administered by the federal government
as well as in the educational systems of some of the states
This approach is entirely consistent with what AID, itself,
has done and, in fact, complements efforts now under way to
address and solve fundamental problems in the educational
system There does not appear to be any real basis, therefore,
for regarding the IBRD and AID efforts in education in Brazil
as conflicting or contrary. In my judgment, the opposite con-
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clusion can be drawn that both lenders are working
effectively to assist Brazil in taking the actions
necessary to improve 1ts entire educational system

I hope these comments are useful to you in com-
pleting the Report

Very truly yours,

IS

John M. Henne

The Honorable
Oye V Stovall
Director, International Division

United States General Accounting Office
Washington, D. C

GAO note Deleted comments relate to matters in the draft
report which are omitted from the final report.
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NUMBER OF STUDENTS ENROLLED IN 1968 BY

EDUCATION LEVEL IN PUBLIC AND PRIVATE SCHOOLS

Under-
Primary Secondary graduate Graduate

(000 omitted)

Number of students enrolled in

Public schools 10,779 1,745 142 3
(percentage of total) (90 2) (54 4) (50 9) (73 8)
Private schools 1,165 1,461 137 1
(percentage of total) (9 8) (45 6) (49 1) (26 2)
Total 11,944 3,206 278 4

Note TFigures and percentages may not agree due to rounding
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INDICATORS OF PROGRESS 1 BRzZIFTIA LDUATION
1960 71

1971
1960 1961 1962 1963 1964 1965 1866 1967 1968 1369 1970 (note a)

(000 omitted)

Number of students
enrolled 1n
Pramary schools 7 477 7 835 8 524 8 854 9 352 9 923 10 695 11,202 11 944 12 294 13,580 13 580
Secondary schools 1 238 1 355 1 516 1 720 1 893 2 154 2 483 2 809 3 206 620 4,084 4,560
I 1gher schools 96 102 111 126 144 156 180 215 283 347 430 484

LTI &4

Percentage of popula

tion aged 5 to 14

enrolled in pr:

mnary schools 38 3 39 2 41 6 42 1 43 4 44 9 47 2 48 3 50 2 50 4 54 3 53 0
Percentage of pre

scribed secondary

school aged popula

tion enrolled in

secondary schools °

(note b) 109 116 125 137 145 16 0 17 8 19 4 21 4 23 4 25 4 27 4

2preliminary data

bThe presi ribed secondary school aged population has been defined as the range beginning «ith the legal startang
age for secondary school and extending the number of jyears needed to graduate from secondary school

Source summary Economic and Social Indicators dated June 1972 (AID)

Ay Alensdi=-
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Primary school
teachers

Qualified
Unqualified

Total
Percent qualified

Primary school
teacher graduates

Total graduates
(note c)

Number of graduates
entering teaching
(note £)

Percent of graduates
entering teaching

TOTAL PRIMARY SCHOOL TEACHERS

AND

APPENDIX IV

STATUS OF PRIMARY SCHOOI, TEACHER GRADUATES

%gource Anuario Estatistico do Brasal

bscatlsti.cs provided by AID Mission

®Graduatea of primary teacher-training institutions

dPteliminary figures

®A1D's Summary Economic and Social Indicators 18 Latin American countries

fc;lculated as the number of new quelified teachers from the previous year

1960 1961 1962 1963 1964 1965 1966 1967 1968 1969 1970
(000 omitted)
f123 %3 G155tz Ples P 201 Pmy 2% -
1oz %107 18 "o Py P Pmee Pual Pus -
266 245 23 @2 3 M3 Mg 36 82 - -
544 563 570 568 543 581 579 602 613 -
Total
1961-67
833 24 %23 23 a3z 2y ag a3 . Yeg depng 3
- 5 1 17 9 19 19 12 90
- 625 607 S31 - 396 311 164 - - 297

1960-70 dated Apr 1971

BEST DOCUMENT AVAILABLE
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SECONDARY EDUCATION OPPORTUNITIES AND AID

SCHOOL SITE SELECTIONS  URBAN AND RURAL (note a)

Population over 10,000

Minas  Espirito Rio Grande Percent
Bahia Gerais Santo do Sul Total of total
Number of municipalities 46 104 14 60 224 16 7
Population (note b) 3,179,992 5,733,824 947,165 4,206,375 14 067,356 51 7
Number of secondary
students enrolled
(note c¢) 117,933 308,734 45,197 222,222 694,086 78 5
Education sector loan I
school sites
Phase 1 10 8 8 20 46 95 8
Phase II 23 24 _9 20 _56 82 5
Total 13 32 17 I 102 87 9

aMunicipalities considered urban were those with populations greater than 10,000
Municipalities considered rural were those with populations less than 10,000

bpopulation data is for 1970

CEnrollment data is for 1968 and includes both first- and second-level students

dCould not identify where two school sites were located, one in phase I and one in
phase II

NOLUMENT AVAILARIF



Population under 10,000

APPENDIX V

Bahia
287

4,238,787

27,264

5
NoN

Minas Espirito
Gerais Santo

618 39

5,763,750 653,140

95,564 16,938

- 2

2

Rio Grande Percent Total urban
do Sul Total of total and rural

172 1,116 83 3 1,340

2,464,007 13,119,684 48 3 27,187,040

49,792 189,558 215 883,644

- 2 42 48

- 12 176 _68

% 121 d116
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PRINCIPAL OFFICIALS HAVING
MANAGEMENT RESPONSIBILITIES FOR

MATTERS DISCUSSED IN THIS REPORT

DEPARTMENT OF STATE

SECRETARY OF STATE
William P Rogers
Dean Rusk

DEPUTY SECRETARY OF STATE (note a)
Kenneth Rush

John N

Irwin, II

U Alexis Johnson

Elliot L Richardson
Nicholas deB Katzenbach
George W Ball

ASSISTANT SECRETARY FOR INTER-AMERICAN
AFFAIRS AND U S COORDINATOR,
ALLIANCE FOR PROGRESS (note b)

Jack B Kubisch

John Hugh Crimmins (acting)
Charles A. Meyer

Viron P Vaky (acting)
Covey T Olaver

Robert M Sayre (acting)
Lincoln Gordon

Jack H Vaughn

Thomas C Mann

Edwin M Martain

Robert F Woodward

UNITED STATES AMBASSADOR TO BRAZIL
William M Rountree
C Burke Elbrick
John W Tuthall
Lincoln Gordon
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Appointed or

commissioned
Jan. 1969
Jan 1961
Feb 1973
Sept 1970
July 1970
Jan, 1969
Oct 1966
Nov. 1961
May 1973
Mar 1973
Apr 1969
Jan 1969
July 1967
June 1967
Mar 1966
Mar 1965
Jan. 1964
Mar 1962
July 1961
Oct 1970
May 1969
June 1966
Sept 1961
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Appointed or

commissioned
DEPARTMENT OF THE TREASURY
SECRETARY OF THE TREASURY
George P. Shultz June 1972
John B. Connally Feb 1971
David M Kennedy Jan 1969
Joseph W Barr Dec 1968
Henry H Fowler Apr 1965
ASSISTANT SECRETARY
(INTERNATIONAL AFFAIRS)
John M Hennessy Feb 1972
John R Petty May 1968
Winthrop Knowlton Aug 1966

AGENCY TOR INTERNATIONAL DEVELOPMENT

ADMINISTRATOR
John A. Hannah Mar 1969
William S Gaud Aug 1966
David E Bell Dec 1962
Fowler Hamilton Sept 1961
Henry R. Labouisse (note c) Feb. 1961
DIRECTOR, AID MISSION TO BRAZIL
William A Ellis July 1968
Stuart H. VanDyke Sept 1964
Jack B Kubisch Aug. 1962
Leonard J Saccio Sept 1960

ACTION (note d)

DIRECTOR
Michael P Bal:zano Mar 1973
Joseph H. Blatchford May 1969
Jack H Vaughn Mar 1966
R. Sargent Shriver Mar. 1961
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4Unt1l July 1972 this position was designated as Under
Secretary of State

bThe positions of Assistant Secretary of State for Inter-

American Affairs and U S Coordinator, Alliance for Prog-
ress, were combined in February 1964. Mr Teodore Moscoso
was appointed to the post of Coordinator, Alliance for
Progress, in February 1962

“Mr. Henry R Labouisse remained Director of the Inter-
national Cooperation Administration until 1t was ter-
minated on November 3, 1961. Mr Fowler Hamilton was named
Administrator of the successor agency--the Agency for
Inteinational Development--effective September 30, 1961

dExecutlve Order 11603 dated June 30, 1971, effective July 1,
1971, provided for the transfer of the Peace Corps from the
Department of State to the agency known as ACTION
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