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COMPTROLLER GENERAL'S 
REPORT TO THE CONGRESS 

DIGEST ------ 

WHY THE REVIEW WAS MADE 

The Unlted States has given educa- 
tion development In Latin America 
priority attention since the mid- 
1960s Brazil, which accounted for 
a substantial part of this assist- 
ante, received about $187 million 
in direct and indirect aid for fls- 
cal years 1965-72 

GAO reviewed U S aid to Brazil for 
education development because of 
these facts and because of lndlca- 
tions of serious shortcomings in 
management of the program 

FINDINGS AND CO1vCLUSIO2vS 

Effectweness and management 
of U S azd to 
Brazzlzan educatzon 

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 this assistance are still in- 
complete, planning has progressed 
sufflclently to provide a basis 
for evaluation 

U S officials showed genuine con- External assistance to Brazil needs 
cern and interest for the II S - improved coordination Various 
supported education assistance donors have not developed a common 
program, but GAO observed short- lendlnq strategy to permit maximum 
comings that it belTeves will impact of foreign resources 
adversely affect the net results Actlvltles and proqrams provided 

U S FOREIGY AID TO EnUCATIW* 
D'JES BW7IL NFED IT? 
Departments of State 
and the Treasury, 
Agency for InternatIonal 
geveloomPnt, and ACTIOFJ B-133283 

--The program was not deslqned to 
imorove inequities in the Wazll- 
ian education system (Se? p 34 ) 

--U S efforts have not been dl- 
rected to solving the basic cause 
of the shortage In quallfled prl- 
mary school teachers (See 
P 42) 

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

--Planned increases in secondary 
school enrollment are belnq ad- 
versely affected by school site 
locations (See p 6r) ) 

U S aid to Brazil, in effect, sup- 
ports an education system allocat- 
lnq a substantial amount of Public 
resources to Private schools which, 
because of tuition fees charged, 
dlscnmlnate against the less 
affluent 

This raises a basic policy question 
as to the support's appropriateness, 
but GAO was unable to identify any 
policy quldance concevnlng this 
matter 

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



by some donors in the education 
sector have overlapped, involved 
duplication or marginal benefit, 
and supported confllctlng obJec- 
ti ves (See p 17 > 

A second U S education loan for 
$50 million was given to Brazil 
prematurely because It was author- 
lzed and slgned before (1) speclflc 
measurable goals were formulated, 
(2) Brazil's plans for using the 
funds were established, and 
(3) oroblems worth the first loan 
for $32 mjlllon were resolved 
(See p 68 ) 

Need to contznue U S 
concesszona2 azd to BrazsZ 

In the overall assistance nrogram 
to Brazil, the UnIted States IS 
provldlng about $51) mllllon in 
concessional aid in fiscal year 
1973 and plans to provide about 
$17 million ln 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 sfnce 1968 
and totaled about $59 billion in 
1972 

--It accumulated $3 billion in 
foreign exchange In 1971 and 1972 
Total reserves at the start of 
1973 were about $4 2 brllion 

--It 1s able to obtain sustantlal 
economic assistance from other 
sources For example, the Inter- 
natIona Bank for Reconstruction 
and Development, the Inter- 
American development Bank, and 
the Export-Import Bank of the 
UnIted States autclorlzed over 
$900 million in external assist- 
ante in fiscal year 1972 alone 

--Brazil, In turn, pledged some of 
its resources In 1972 to the 
Special rund of the African De- 
velopment Bank The resources 
of tG1'Is fund, 1Tke the more con- 
cesslonal loan funds of the Inter- 
American Development Bank and 
the Asian Development Bank, ~117 
be used to finance hlqh-prlorlty 
development pro-Jects 

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

RECOJifMEiVDAl'IONS 

GA!) 1s making a series of recom- 
mendations to the Secretary of 
State and to the Admlnlstrator of 
AID to* 

--Correct or alleviate ldentlfled 
planning, lmplementatlon, and 
evaluation problems (See i-v 
32, Al, 45, and 76 ) 

--AscertaIn the degree to which 
Brazilian public resources sup- 
port private education lnstltu- 
tlons 

--Develop policy guldance on appro- 
prlateness of provldinq U S 
foreign aid to a country allocat- 
lng a substantial share of its 
public education resources to 
private schools (See p 49 ) 

GAO IS also recommendlnq that the 
SecretarIes of State and the Treas- 
ury instruct U S renresentatives 
to other maJor lnternatlonal donors 
to enlist the donors' supoort in 
seeking methods to improve coordlna- 
t-ran of external assistance to 
Brazil (See D 27 ) 
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AGENCY ACTIONS AND UNRESOLVED 
ISSUES 

State and AID agreed w1t.h most of 
the recommendations for lmprovlng 
U S foreign aid to Brazil for 
education development (See PP 
25, 41, 44, and 77 ) 

AID representatives with whom GAO 
discussed two other recommendations 
in March 1973--to insure that loan 
obJectives would be achieved and 
that AID would avoid authorizing 
and signing development and Alll- 
ante for Progress loans before 
establishing plans for using U S 
loan resources and formulating 
goals for ObJectlve measurement 
and evaluation of loan accompllsh- 
ments--sal d 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 
existed and were generally satls- 
factory Treasury commented that 
existing coordlnatlon arrangements 
could always be improved and that 
it would be better to concentrate 
on improving existing arrangements 
than to introduce 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 lnstltutlons and to as- 
certain the degree to which Brazil- 
ian public resources support pn- 
vate education However, it seems 

that AID will not implement these 
recommendations in 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 
increasing economic strength and 
capacity of the Brazilian Govern- 
ment to deal wit17 its own problems 

Yevertheless, in response to our 
report, the agencies said in Decem- 
ber 1972 that current U S asslst- 
ante levels to Brazil--about 
$50 million in fiscal year 1973 and 
about $17 mllllon in fiscal year 
lQ74--were consistent with U S 
foreign policy ObJectives 
However, ln May 1973, we noted 
indications that serious consldera- 
tlon 1s now being given to an 
orderly reduction for future U S 
bilateral assistance to Brazil 
(See p 81 ) 

MATTERS FOR CONSIDERATIOrV BY THE 
CONGRESS 

The question of when a foreign aid 
recipient, like Brazil, reaches the 
point in its development when it 
no longer needs furtheu U S con- 
cessional assistance has not been 
addressed by State and AID program 
managers 

G40 believes the Congress should 
require the Deoartment of State and 
AID to identify Precisely and ObJec- 
tlvely that point at which a coun- 
try, such as Brazil, no longer 
requires U S concessional 
assistance. 

Tear Sheet 
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CHAPTER 1 

\ 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 exlstlng U S management controls, and (3) coor- 
dlnatlon of such assistance with that given to Brazil by the 
internatlonal community The agencies prlmarlly 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- 
sponslblllty for dlrectlng and managing U S Interests in 
InternatIonal lendlng lnstltutlons 

A draft of this report was submltted for comment to 
State, Treasury, and AID Their comments were received about 
December 11, 1972 Treasury's comments were classlfled at 
that time and were resubmltted In unclasslfled form on 
April 11, 1973 Peace Corps offlclals, in April 1973, agreed 
with the facts In our report concelnlng their education pro- 
gram In Brazil Portions of the agencies' comments are In- 
cluded as appendix I Their comments were evaluated and In- 
corporated xnto the report as we considered appropriate 

To give this report the proper perspective, and as a 
broad observation, we belleve 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 underlylng U.S foreign assistance policy 
1s that only a developing country itself can create the Inter- 
nal condltlons necessary to achieve a sustained rate of growth 
and development and to make that growth and development self- 
generating and self-sustalnlng The Unlted States can only 
supply missing components, prlnclpally capital and technology, 
m an otherwlse favorable sltuatlon. U S doctrine tradltlon- 
ally has provided that an assistance program must serve as a 
catalyst, permlttlng a reclplent country to moblllze a large 
and lntenslfled development effort to attain a more ample and 
equitable dlstrlbutlon of income and level of llvlng for its 
inhabitants. Thus, the effectiveness of both U S. assistance 
programs and recipient country performance must be Judged in 
terms of development results. 
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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 mllllon and was Justlfled primarily 
in terms of solving Brazil's balance-of-payments gap and high 
Inflation rate 

Because of BrazIlIs 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 mllllon annually AID offlclals state 
that their decllnlng program no longer has any real polltlcal 
slgnlflcance in Brazil and that, consequently, they have lost 
some of their leverage to influence BrazilIan policy due prl- 
marlly to the avallablllty of funds from other sources 

Since 1969 there has been a sharp Increase In lending 
to Brazil by the Internatlonal Bank for Reconstruction and 
Development (IBRD), the Inter-American Development Bank (IDB) 
and the Export-Import Bank of the United States (Exlmbank) 
These Institutions, according to AID, have met virtually all 
of Brazil's external flnanclng requirements In the maJor in- 
vestment sectors--electric power, transportation, steel, 
telecommunlcatlons, and mining Exlmbank alone authorized 
over $290 mllllon 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 It in the last sev- 
eral years Technical assistance was given to the Brazlllan 
education sector through AID and international organlzatlons 
before 1967 but most of the capital assistance to education 
began after 1967. 

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



External education assistance to Brazil during fiscal 
years 1965-72 amounted to $227 9 mllllon, of which '$187 1 mll- 
lion, 81 5 percent, was provided by the United States-- 
$151 7 millron directly through bilateral programs and about 
$35 5 million indirectly through international organlzatlon 
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 asslst- 
ante were considered, the value would be equivalent to about 
2 7 percent 

\Forms 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 mllllon) to provide educa- 
tion assistance to Brazil The $82 million of loan assistance, 
which was only 19 percent disbursed as of May 1, 1973, was 
authorized in two loans, $32 million in fiscal year 1968 and 
$50 million in 1970, The $66 2 million in grants includes 
$45 5 million 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 oblectlves, 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 its country activities separately 
from those of Embassies and other TJ S. agencies It does, 
however, consult with AID and State representatives in the 
field and in Washington, D C , in formulating its programs 

Peace Corps involvement in Brazilian education began in 
1965 and increased significantly until 1969, when about 
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21 percent of Peace Corps resources were devoted to education 
From that time these allocations have declined slgnlflcantly 
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 mllllon 

This lack of involvement In Brazlllan education stems 
from a management declslon 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 prolects had experienced considerable negative reaction 
because Brazlllans do not like direct American involvement In 
the classroom Therefore, because most Peace Corps prolects 
include direct contact with the people, its current lnvolve- 
ment in education 1s limited 

Brief history of TJ S assistance 

U 5 assistance to BrazilIan education can be character- 
ized as follows 1942-56, Industrial education, 1957-63, lm- 
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 admlnlstratlon 

We were advised that, because foreign assistance levels 
to Brazil from 1942 until the Alliance for Progress was lnl- 
tlated 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 dlmenslon 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 cruzelro loan In 1963-- 
equivalent to about $22 mllllon in purchasing power at the 
time the cruzelros were spent--to Northeast Brazil for lm- 
proving and expanding primary education. Various AID audit 
reports show that, due in part to an unstable polltlcal sit- 
uatlon and poor planning, few of the goals under this loan 
were achieved. 

In 1965, after the polltlcal situation stablllzed, AID 
began to focus on technlr;al assistance, engaging in a plan- 
ning prolect at the primary level and one at the secondary 
level to improve State and national education planning, 
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a teacher-tralnlng prolect to attack the shortage of 
quallfled secondary teachers, and, a textbook prolect to dls- 
tribute, among other things, 51 mllllon free textbooks to prl- 
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 organl- 
zatlonal and planning framework necessary for a national as- 
sault on the textbook problem, however, In a quantltatlve 
sense, the prolect fell far short of Its goals because of 
restricted Ministry of Education financing The elementary 
planning proJect evolved from the crltlcal analysis and model 
plans for lncreaslng the flow o$ students at the prlmary- 
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 pro]- 
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 comprehenslve study of the BrazIlIan education sys- 
tem, as a means of establlshlng prlorltles within the sector 
and ldentlfylng the maJor problems This study, completed 
m June 1967, ldentlfled a host of financial, lnstltutlonal, 
and pedagogical problems at the primary-secondary level, which 
were analyzed as constraints on the efflclency and effectlve- 
ness of the BrazilIan system Brlefly the study explained 
that In December 1961 primary-secondary education was fully 
decentralized and responslblllty transferred to the Brazilian 
States However, at the time of this decentrallzatlon, the 
States were 111 prepared to assume the burdens, particularly 
at the secondary level, because their admlnlstratlve capa- 
bllltles were weak and their flnanclal 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 subdlvlded Into over 70 separate departments 
Moreover, Brazilian Federal Government transfer payments, 
which were channeled through the MInIstry of Education to the 

9 



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 unsatlsfled demand was 
greatest at that level and curriculum content was overly ac- 
ademic In 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 in a few of the cities, 
could not attend free secondary schools due to 
lack of facllltles 

--The curriculum in Junior and senior high schools 
was dlrected 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 lmmoblllty and 
dlsparlty In economic and employment opportunl- 
ties 

AID authorized the first U S loan for $32 mllllon in 
June 1968 to assist the Government of Brazil to carry out Its 
program for expanding and lmprovlng secondary education, 
primarily in four States U S funds were to be used for 
constructing new school facllltles, equIppIng these schools 
to make the physical facllltles fully operational, training 
teachers and school admlnlstrators, 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 it 1s estimated that their average costs will be $117,000. 

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

Our review concentrated on these two U S education 
sector loans because of the significant U.S capital re- 
sources involved and because of the declining education 
grant program 
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BRAZIL'S EDUCATION SYSTEM 

Education in Brazil has been limited In quantity, 
quality, and avarlabrllty. It has slgnlflcantly improved 
in recent years but 1s still characterized by maJor deflcien- 
cles. 

Brazil, except for a few small Islands, comprises one 
land mass of about 3.3 millron 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 Dlstrrct. 

Brazil's 1971 population was approximately 98.4 mll- 
llon, of which approximately 42.2 mllllon were the pre- 
scribed primary and secondary school age However, in 1971 
only 42 9 percent of the prrmary-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 
illiterate. 

Structure, admlnlstratlon, and flnanclng 

The BrazilIan system of education until 1972 was srga- 
nized In three levels primary (grades 1 to 4), secondary 
(grades 5 to ll), and higher These levels functloned as 
separate segments, with a further dlvlslon within the sec- 
ondary school between grades 5 to 8 and grades 9 to 11. The 
basrc law for education, the 1961 Law of DIrectives and 
Bases, provlhed for decentrallzlng the education system by 
glvlng the States responslblllty for elementary and second- 
ary education The Federal Government retains responslblllty 
for higher education. 

In August 1971 the Brazlllan Congress approved a la& 
which will provide a basis for attempting to solve many of 
the deficiencies of BrazIlIs education system Essentially, 
the law provides for replacement of the tradltlonal terml- 
nology and concepts of primary, first- and second-level 
secondary, and vocational education. In its 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 dlverslfled, comprehensive 
secondary education for grades 9 to 11. 

Flnanclal support comes from public and private sources 
and flows through Federal, State, and munlclpal 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 fundlng for formal education In 
Brazil has not been avallable 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 munlclpal 
(10 percent) sources 

A functlonal breakdown of the MInIstry of Education’s 
1970 expenditures shows that 57 5 percent was devoted to 
higher education, 17 percent to admlnlstratlon and mlscel- 
laneous programs, 15.9 percent to secondary education, and 
9 6 percent to primary education. Nearly all State and munl- 
clpallty expenditures are for the primary and secondary lev- 
els, 

Both the public and private sectors opelate lnstltu- 
tlons 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 exlstlng school 
facllltles 1s available only for primary education 

Progress during the slxtles 

Enrollment of the school aged population rose from 
8.8 mllllon in 1960 to 18 6 mllllon 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 In 1960 to 42 9 percent 
in 1971. The table In appendix III shows a breakdown of 
educatlonal progress by level. 

Federal and State expenditures rose between 1961 and 
1970 at an average annual increase of 11.2 percent. Total 
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public education expenditures were reportedly budgeted at 
$1.3 bllllon In 1972 Financial data referred to in this 
report 1s shown In real terms and therefore is adlusted to 
exclude the effect of Brazil’s lnflatlon on purchasing power, 

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

Current problems 

Despite these improvements In enrollments and admlnls- 
tration, the education system still has major deflclencles 
and much remains to be done to Improve It and make 1-t more 
responsive to the economic advances Brazil has made over the 
past 8 years. AID documents showed the following major 
deflclencles. 

In primary education, only about 53 percent of the 
school aged population 1s enrolled and 20 percent of those 
who enroll complete the fourth grade wlthm 4 years. It 1s 
estimated that 39 percent of the primary school teachers are 
unquallfled. Inadequate dlstrlbutlon of physlcal facllltles 
and unreallstlc 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 1s 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 dally 
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 unlverslty level, education 1s heavily subsl- 
dlzed 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 unlverslty 

15 



entrance examination, most of the unlverslty students are 
relatively well-to-do by BrazilIan standards, even though 
tultlon at this level 1s mlnlmal Unlversltles have tended 
to be loose confederations of Independent departments with 
much dupllcatlon and little academic coordlnatlon. 

An International organlzatlon compared 42 less developed 
countries In educatlonal achievement. Indicators on second- 
ary and higher enrollments showed Brazil above the average, 
ranking 17th and lZth, respectively, however, in primary en- 
rollments It fell to 27th. 

In summary, Brazil has made noteworthy gains In educa- 
tion but 1s still deflclent In education opportunltles and 
does not rank any better than average for less developed 
countries of the world 
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CHAPTER 2 

IMPROVEMENTS NEEDED IN COORDINATING 

EXTERNAL ASSISTANCE 

Our review shows a need for improved coordlnatlon of 
external assistance to Brazil by lnternatlonal lending In- 
stitutions, international organlzatlons, and bilateral ald 
donors Various donors have not developed a common lending 
strategy to permit maximum impact of foreign resources, and, 
In a few instances, actlvltles and programs have overlapped 
in the education sector, involved dupllcatlon or marginal 
benefit, and supported confllctlng obJectIves 

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

The records indicate that there has been competltlon 
for some time In Brazil between the international lending 
lnstltutlons and AID for relatively few proJect loans avall- 
able for financing. The international lending lnstltutlons 
were not offering program loans, but they, as well as the 
AID Mlsslon, 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 In 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 lncreas- 
lngly 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 Mlsslon again raised the issue 
of coordlnatlon This time the Mission, because It was 
becomlng aware of wasteful conflict and overlap of programs 
In at least the education sector, strongly recommended 
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formulating a consultative group to coordinate external 
assistance. 

This issue 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 
declslons reached on the Issue The records do lndlcate, 
however, that In the summer of 1969 IBRD proposed to Brazil 
that IBRD, In view of its 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 
Mlsslon for the specific reasons behlnd Brazil’s reluctance 
to agree to a formal coordlnatlng group under IBRD leader- 
ship The Mission assumed that Brazil wanted to avoid pos- 
sible pressure on its internal pollcles that might be brought 
to bear by a formal coordlnatlng mechanism 

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

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

EDUCATION ASSTSTANCE 

External assistance to education in Brazil takes many 
forms and ranges widely, from small donatlons of books to 
comprehensive proJects with mutual obllgatlons lnvolvlng 
mllllons of dollars. It may be direct support for the de- 
velopment and improvement of the actual education system at 
one or more levels, or It may be indirect through the sup- 
port of specific research in a particular science laboqatory 
It can be a small speclflc tralnlng 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 1-t dlfflcult to obtain a 
clear picture of total external assistance to Brazilian 
education 
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Identlfled external assistance by the lnternatlonal 
lnstltutlons amounted to about $59 6 mllllon during 1965-72, 
as follows 

Total 
(note a) 

U S Government 
indirect share 

Amount Percent 

IDB (note b) $32,000,000 $25,650,000 80 
IBRD 8,400,OOO 2,351,ooo 28 
United Nations and 

related agencies 
(note c) 19,215,ooo 7,432,OOO 39 

Total $59.615 .OOO $35.433,000 59.4 

aWe noted that U S private foundations' education assistance 
to Brazil amounted to $16,622,000 during 1965-71 Asslst- 
ante through June 30, 1972, was not readily avallable 

b U.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 Brazll, 
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, Organlzatlon of American States (OAS), 66 per- 
cent, UNICEF, 40 percent, U.N Iducatlonal, Sclentlflc and 
Cultural Organization, 30 percent, and International Labor 
Organlzatlon, 25 percent 

COMMON LENDING STRATEGY NEEDED 

The various assistance donors lack an effective means 
to Jointly discuss and agree on common long-term development 
alms, basic obstacles to Brazil's education development, 
self-help required to overcome those obstacles, necessary 
education assistance, and a common plan for lmplementlng the 
broad reforms and self-help measures and using the external 
resources 
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According to AID, the various assistance donors have 
focused on limited-scope education proJects, with sizable 
loans consisting of discrete, llmlted subproJects. AID, 
through Its 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 mllllon did not 
offer the leverage to induce Brazil to attack many maJor 
education problems, such as those discussed in chapters 4 
and 5, because It represented a small part of the total 
BrazIlian budget for education. 

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

In April 1969 AID Mlsslon and Brazlllan officials met 
to discuss the development of a Brazilian governmental or- 
ganlzatlon to coordinate external technical assistance for 
education The Secretary General of the Mlnlstry of Educa- 
tion said that, as lnternatlonal organlzatlons increased 
their efforts to aid education development, the chaos and 
wasteful repetltlon of investments In "abstract proJects" 
multlplled, maklng it necessary to channel those actlvltles 
through the Ministry of Education's Commlsslon of Interna- 
tlonal Affairs, which was created In October 1969 and re- 
Sormed In October 1970 

In December 1971 AID offlclals told us that the Ministry 
of Education never gave the Commlsslon of Internatlonal Af- 
fairs the responslblllty to actually coordinate the lnvest- 
ments of foreign assistance agencies The Secretary General 
of the Mlnlstry of Education In July 1971 created an Advlsor 
of Internatlonal 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 admlnlsterlng U S. bilateral 
education proJects in Brazil generally do not have suffl- 
clent lnformatlon to make adequate analysis of proposed and 
ongoing education proJects undertaken by the lnternatlonal 
assistance agencies. Consequently, it 1s extremely dlffl- 
cult, if not lmposslble, for these U S. offlclals to fully 
assess whether the proJects, substantially supported with 
U.S funds, are consistent with Brazil's education prlorl- 
ties and Investments as well as with U S bilateral educa- 
tion programs. 

In 1969 the AID Mlsslon stated it was extremely dlffl- 
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 Brazlllan Government made only an lnclplent effort 
to coordinate them 



Early in 1969 the Mission education chief began a 
series of informal luncheon meetings with offlclals of the 
various lnternatlonal education assistance agencies to keep 
abreast of actlvltles and, hopefully, to coordinate their 
programs Three such meetings were held early in 1969 
No further meetings were held between then and December 
1971, prlnclpally because 1-t 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 
offlclals discussed the idea of reactivating such meetings, 
in commenting on our report AID did not lndlcate whether 
this had been done 

Washington offlclals have perlodlcally requested their 
U S Mlsslons to comment on proposed prolects of lnterna- 
tlonal assistance donors The Mlsslons are annually re- 
quested to evaluate ongoing programs and prolects of the 
Unlted 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 its limited personnel would permit 
However, the Mlsslon has, in certain instances, expressed 
its views on some of the other external donors' programs. 

CONFLICT BETWEEN EXTERNAL DONORS' OBJECTIVES 

The AID Mlsslon reported in 1968 that its effectiveness 
In Brazilian education would be reduced if other malor lnter- 
national lenders, including IBRD, offered education asslst- 
ante opposed to obJectives being sought by AID Records 
showed that AID offlclals in Washington and in the field 
tried unsuccessfully to dissuade IBRD from making a loan 
whose education ob]ectives were lnconslstent with those of 
Brazil and AID Nevertheless, IBRD signed such a loan in 
June 1971. 

In 1968 IBRD consldered loaning $20 mllllon to Brazil 
as the first part of a large long-term education effort 
In April 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, 
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among other things, establishing Industrial and agricultural 
schools at the second level of secondary education 

The first U S education sector loan for $32 mllllon 
authorized in June 1968 Included resources for constrtictlng 
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 offlclals expressed mlsglvlngs concerning the 
iBRD education program for constructing new, speclallzed 
lnstltutlons apart from the total effort to broaden educa- 
tion opportunity at this level wlthln the potential of com- 
prehensive secondary education The records indicate that 
not only did AID offlclals have reservations, but also that 
the IBRD program of speclallzed 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 offlclals sought to have 
IBRD concentrate its 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 Mlsslon educa- 
tion offlclal stated in June 1969 that providing such faclll- 
ties and programs could mlnlmlze the need for the more ex- 
pensive speclallzed agricultural and technlcal secondary 
schools planned and also could provide for greater access to 
dlverslfled education He also stated that such actions could 
be consistent with Brazilian education development ob]ectlves 

An IBRD official 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 authorlzatlon body 
on March 23, 1971, raised no ObJections to the proposed 
IBRD loan because the Joint State-AID Latin American Bureau 
stated that It had no obJections 
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Accordingly, in June 1971 IBRD signed its first 
education loan for Brazil in the amount of $8 4 mllllon to 
be used to construct, expand, and equip agricultural and 
Industrial upper secondary schools and operational engineers 
centers and for related technical assistance 

Dur lng 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 it 
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 mllllon loan for 
expanding and zmprovlng Intermediate lndustrlal technical 
education which Included considerable funds for vocational 
equipment The records showed that the avallablllty of IDB 
loan money for new equipment at the time the Mission was 
attempting to obtain better use of AID equipment weakened 
the Mlsslon’s negotiating posltlon and turned BrazilIan of- 
ficials’ attention away from lmprovlng the use of exlstlng 
AID-furnished equipment 

Late In 1968, In commenting on a proposed $1 2 mllllon 
U N Development Program prolect for vocational training, 
which Included addltlonal funds for equipment, the Mission 
again raised the equipment Issue and questloned the need 
for more equipment in view of avallable and unused AID- 
financed equipment However, the prolect 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 abill ty to meet some of the prolect obJectIves. MissIon 
officials stated they generally 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 proJ ect authorlzatlon 

The Embassy In July 1971 recommended the United States 
not support an OAS multlnatlonal project on englneerlng as 
then constituted but support, If 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 speclflcally brought 
to OASIS attention Normally, Mlsslon comments are taken 
Into account, but they do not necessarily represent the 
LJ.S Government’s views as advanced in the OAS forum U S 
delegates to OAS review meetings held in 1971 did not spe- 
cifically vote against contlnulng ongoing OAS education 
proJects In Brazil Therefore, we believe Improvements in 
these speclflc prolects are doubtful 

AGENCY COMMENTS AND GAO EVALUATION 

State and AID agree on the merits of close donor co- 
ordlnatlon of direct and indirect assistance to Brazil but 
stated that arrangements to foster coordlnatlon already 
existed and were generally satisfactory Treasury commented 
that improvements could always be made in existing coordlna- 
tion arrangements and, in its Judgment, it would be better 
to concentrate on continuing the Improvement of the exlst- 
lng 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, dupllcatlon, or contradlctlon 
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 lnformatlon We 
were Informed that the Joint State-AID Latin American 
Bureau recently reorganized its offices to strengthen and 
Increase its partlclpatlon in the coordlnatlng 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 
admlnlster U.S bilateral education projects in Brazil have 
the lnformatlon to fully assess whether the education proJ- 
ects of the various donors--being substantially supported 
with U S. funds-- are consistent with BrazIlIs education 
prlorltles 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 coordlnatlon, such as informal 
meetings between lenders, existed in 1969, but both the AID 
Mlsslon and an international lending lnstltutlon had at that 
time recommended more formal measures for coordlnatlng ex- 
ternal assistance The agencies believe that our proposals 
would require an entirely new formal mechanism for coor- 
dinating external assistance to Brazil Our main concern 
In this area 1s that improvements are needed and methods 
should be sought for lmprovlng this coordlnatlon 

Treasury did not agree that a conflict existed between 
AID and IBRD education obJectives in Brazil and stated that, 
to Its knowledge, the speclallzatlon 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 mllllon will finance two pilot 
comprehensive upper secondary-level schools In each of four 
Brazlllan States to serve as models for such comprehensive 
schools throughout Brazil, while the IBRD loan will be used 
to construct, expand, and equip speclallaed upper secondary- 
level agricultural and lndustrlal schools It would appear 
that, had there been an effective means for coordlnatlng 
external assistance, the lmplementatlon 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 It receives a substantial amount of 
external assistance, because the Government of Brazil 1s 
opposed to It Under these circumstances It 1s imperative 
that alternative means be established for developing a 
common donor lending strategy and mlnlmlzlng the potential 
for overlapping, dupllcatlng, or confllctlng programs by 
external assistance donors In our oplnlon, the existing 
coordlnatlng arrangements have not been as effective as 
necessary in dealing with these matters 

Although the Unlted States has drastically reduced Its 
bilateral aid program to Brazil over the last few years It 
still provides Brazil with large transfers of U S. resources 
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through Exlmbank and, IndIrectly, through international 
lending lnstltutlons, such as IBRD and IDB Therefore, it 
1s in the U S. interest to insure that improvements are 
made for coordlnatlng 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 coordlnatlon of external assistance to Brazil 
We suggest that, as a minimum, the coordlnatlng parties (1) 
establish a common donor lending strategy to permit maximum 
;Lmpact 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 

Basrc improvements In planning U.S assistance for 
education development In Brazil are needed to insure that 
ObJectives are clearly defined and formulated in terms which 
can be obJectWely measured over a period of time. 

The Unrted States has assisted Brazil technrcally and 
flnanclally In Its education development since 1942 Over 
50 percent. of this assistance since fiscal year 1960 has 
been from two education sector loans totaling $82 mllllon 
which were authorized In June 1968 and June 1970 

Notwlthstandlng such assistance, we note that (1) basic 
long-term education development obJectives m Brazil which 
the United States 1s wrlllng to support have not been estab- 
lished and (2) education programs have not been predicated 
upon any cost-benefit studres. 

BASIC LONG-TERM EDUCATION OBJECTIVES 
NOT ESTABLISHED 

U.S. education assistance documents for Brazil do not 
speclflcally identify or define the basic long-term 
education obgectives which the United States 1s wllllng 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 sufflclently developed 1s not 
addressed In basic policy and program documents for Brazil 

While U.S. assistance to Brazlllan education started 
30 years ago under the sponsorshrp of AID predecessor agep- 
ties, slgnlflcant attention to such assistance began with 
the U S. announcement of the Alliance for Progress and the 
adoption of the Charter of Punta de1 Este In 1961 The 
Charter incorporated a number of goals which were recognized 
as the guiding prlnclples for U.S. assistance to all Latin 
American countries Education was one of the vital social 
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development priorities establlshed In the Charter, and Its 
stated goal was 

“To ellmlnate adult llllteracy and by 1970 to as- 
sure, as a minimum, access to 6 years of primary 
education for each school-age child In Latin 
America, to modernize and expand vocatlonal, 
secondary and higher educatlonal and tralnlng 
facilltles, to strengthen the capacity for basic 
and applied research, and to provide the compe- 
tent personnel required 1.n rapldly-growing 
societies ” 

In February 1969, AID completed a study at the request 
of the House Foreign Operations and Government Informatron 
Subcorunlttee to determine whether the goals of the Alllance 
for Progress were attainable AID’s report concluded that 
the goal of universal primary education in Latin America was 
not attalnable by 1970 AID believed, however, that unl- 
versa1 primary education should remain a malor 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 tine, and subsequently, had not substantively 
examined the feaslblllty of, or development needed to 
achieve, these stated education goals or the resources re- 
qulred for their achievement 

COST-BENEFIT STUDIES YFEDED 

The United States has financed studies analyzing the 
marginal efflclency 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 llmlted data 
Consequently, U S program managers cannot authorltatlvely 
assess whether the education programs they support are the 
most efflclent means for promoting economic and social 
development 

The United States has been, or 1s now, involved in as- 
slstlng all levels of the BrazIlian education system and, 
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therefore, has a part In determlnlng the dlrectlon and 
degree of attention given to a speclflc education level, 
region, or dlsclpllne Thus , cons lderlng the relative 
merits of various education Investments 1s essential in 
determining the effectiveness of U.S education programs 
and their contrlbutlon to Brazil’s education development 

;4any 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 
it 1s more Important to expand primary schooling or higher 
education, and whether attention should be glveq to expand- 
ing rural rather than urban education opportunltles, are 
partly problems of resource allocation Yhlle 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 lnterrelatlonshlps 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 actlvltles. Resources spent on 
education may be viewed, in this framework, as an investment 
ln the future productive capacity of people Therefore, 
depending on the costs and benefits associated with a par- 
ticular educatzon level, region, or dlsclpllne and alter- 
native investment opportune ties, the activity supported may 
or may not be an attractive investment for efflclently pro- 
moting economic and social development 

Underlying much of the economic analysis of education 
1s the belief that education should be treated as an lnvest- 
ment on which present costs are incurred in the expectation 
of future returns Such returns, In the form of increased 
prdductlvl ty, are assumed to result from the acqulsltlon of 
more education and are measured by the difference between 
the earnings of people having more education and those hav- 
lng less or no educatlorl Such lnformatlon on both the 
social and economic rate of return on Investment 1s con- 
sidered relevant and necessary to designing sound education 
policy 

Even though It was not possible to measure the returns 
on investment between speclflc education levels, regions, 
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and dlsclpl lnes, AID authorized the $32 mllllon education 
loan in 1968, with emphasis on secondary educatlon-- 
particularly grades 5 through 8--because Its analysis 
Indicated secondary education as the key bottleneck in 
Brazil’s education system AID reasoned (1) that secondary 
education offered the highest rate of return in rapidly in- 
dustrlallzlng areas because it 1s at this level that needed 
middle-grade technlcal and managerial skills are acquired 
and (2) achlevlng meaningful quantitative and qualltatlvc 
improvements in secondary education would have substantial 
“1 inkage” effects in primary and unlverslty levels 

However, achlevlng these linkage improvements at the 
Primary and higher education levels by emphaslzlng secondary 
education seemed questionable to AID/Washington education 
officials, who had, with the assistance of their Mlsslon, 
speclflcally analyzed the BrazIlian education system In 1967 
and stated 

“There 1s no question that Brazil 1s embarked on 
an ambltlous program to produce the required man- 
power resources for a viable economy. What needs 
to be discovered, and quickly too unless crltlcal 
resources are squandered away, 1s whether Brazil 
1s attempting to do too much in too short a time- 
span The Mlsslon might be contributing to an 
unreallstlc expansion of Brazil’s sights beyond 
her capablllty In arguing for increased attention 
to secondary education 

“While It 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 It from the prlmaly 
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 sltuatlon In un- 
productive manpower ” 

Even though secondary education was and 1s considered 
the bottleneck in the BrazIlIan education system, AID au- 
thorlzed another education loan of $50 mllllon In 1970 for 
primary-secondary education which left the education level 
to be emphasized to Brazil 
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Provldlng assistance to different education levels 
without a sound basis for determlnlng which actlvltles pro- 
vide the most efflclent means for promoting both economic 
and social development may result In dlsslpatlng llmlted 
education resources among too many useful but not always 
top-priority actlvltles / 

CONCLUSIONS AND RECOMMENDA?IONS 

Development 1s generally recognized as a long-term 
endeavor Ideally, If a donor 1s to be a partner in the 
reclplent's development, the two should agree expllcltly on 
the primary dlmenslons of an aid program at Its lnceptlon, 
establish long-term, obJectlvely measurable goals, and agree 
on the estimated resources necessary for achlevlng such 
goals. After about 30 yeals of provldlng assistance, how- 
ever, U.S. program managers have not accomplished these 
necessltles 

Unlted States and BrazIlIan resources have been allo- 
cated to the education sector wlthout studies to provide a 
sound basis for establlshlng prlorltles and relative needs 
on an economic and social basis between and wlthln the dlf- 
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- 
mlnlstrator, AID 

--Develop in the program-planning process a statement 
of the basic long-range education development objec- 
tives In Brazil which the United States 1s wllllng to 
support These overall obJectlves should be formu- 
lated In obJectlvely measurable terms with lntermedl- 
ate goals and targets and a planned time frame for 
their accomplishment All subordinate objectlves, 
goals, and targets should also be formulated in terms 
objectively measurable over a period of time. Jus'tl- 
flcatlon for changes should be recorded In basic 
planning documents 

--Develop in cooperation with BrazIlIan offlclals 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 speclflcally 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 speclflc, 
Jointly agreed-upon goals in limited areds of the education 
sector AID said lt did not establish U S education goals 
Independent of those of the Government of Brazil and con- 
sidered Its role to be that of a partlclpant with Brazil In 
aspects of the total education sector appropriate to the 
U S level of assistance, leglslatlon, 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, 
it 1s necessary for U S assistance documents for Brazil to 
speclflcally ldentlfy or define the basic long-term education 
ObJectlves which the Unlted States IS wllllng to support, 
the level and mix of resources needed to achieve such objet- 
tlves, 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 belleves It 
1s a BrazIlIan responslblllty, and the Ministry of Education 
1s devoting a great deal of attention to developing the data 
to make such studies possible. Therefore, this recommenda- 
tlon, modlfzed by the llmlts of avallable U S technlcal and 
financial assistance, will continue to receive AID attention 

33 



CHAPTER 4 

U.S. EDUCATION ASSISTANCE EFFORTS 

NOT DESIGNED TO IMPROVE INEQUITIES 

Our review showed that U.S. education assistance efforts 
were not deslgned to improve the lnequltles In the BrazilIan 
sys tern lncludlng lnequltable dls trlbutlon of education oppor- 
tunities between urban and rural areas and dlsparlty in ed- 
ucation shendlng 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 in 
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 behlnd the rest of the country. AID recognized 
this in its education sector analysis, stating In 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 
provlslon of education In proportion to popula- 
tion falls In both the Northwest and the North- 
east and rises sharply In the South.” 

Allevlatlng regional dlsparltles In economic and social 
development 1s a key obstacle to attaining a more ample and 
equitable dls trlbutlon of income AID has ldentlfled educa- 
tion as the malor vehicle by which disadvantaged persons can 
move up the economic ladder and achieve a stake In develop- 
ment and thereby move toward a more equitable dlstrlbutlon 
of Income. 

Improved income dls trlbutlon IS especially important for 
Brazil. A study prepared by the U.N. Economic Commlsslon 
for Latlll XIIL~:J:~C~ In 1960 showed that Brazil had the worst 
dlstrlbutlon of income of the eight Latin American countries 
studied and 1970 census figures indicate that It has not yet 
Improved. Specifically, 10 percent of the population earned 
40 and 48 percent of the country’s total income in 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 Its 
share of total Income decrease from 11 6 percent to 10 per- 
cent We belleve the lnequltles exlstlng in the Brazilian 
education system contributed to the lack of improvement in 
Brazil’s income dlstrlbutlon 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- 
tlnue concentration of new school construction in the urban 
areas. 

Statlstlcs’are not avallable on the difference between 
education opportunltles in urban and rural areas However, 
limited education statlstlcs avallable to both United States 
and BrazilIan offlclals show that while there 1s a need for 
lncreaslng education opportunltles for most all the areas In 
Brazil rural areas have the greatest relative need, especially 
beyond the primary level 

Urban-rural dlstrlbutlon of education opportunltles 1s 
closely related to North-South dlstrlbutlon because more of 
the population in the North 1s in the rural area AID pointed 
out that these dlsparltles 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 
opportunltles and facllltles 

The first U S. education sector loan was authorized to 
provide $32 mllllon to assist the Government of Brazil in 
carrying out a program of secondary education for the large 
number of prxmary school graduates who were precluded from 
obtalnlng an education because of lack of facllltles 
other things, 

Among 
the loan was to help finance constructxon of 

295 new secondary schools for grades 5 through 8, 276 in 
urban cltles of 4 States and 19 in the capital cxtles of the 
other States Urban sites were to be selected to Insure the 
facllltles would be used fully. AID records show that, be- 
cause the program sought qualltatlve reforms In education 
rather than merely more school spaces and because the schools 
were to be demonstration centers stlmulatlng lnnovatlon 
throughout the system, a fundamental crlterlon for site 
selectlon was vlslblllty. 
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Available statlstlcs indicate that, although population 
1s almost equally dlstrlbuted between urban and rural areas1 
in the four BrazIlIan States partlclpatlng In the first U.S 
education loan, 78.5 percent of the enrolled secondary stu- 
dents In 1970 were in the urban areas. Nevertheless, 88 per- 
cent (102 of 116) of the sites selected at the time of our 
review were In the urban areas. (See app VI for our anal- 
YSlS 1 While this 1s not conclusive, 1-t does indicate that, 
In these States, the greatest relative need for addltlonal sec- 
ondary schools 1s In 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 
supportlng 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 oblective of provldlng additional sec- 
ondary school facllltles for students not previously enrolled 

Mlsslon offlclals 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 In AID’s o;lnlon, decided it must first concentrate its re- 
sources and action programs for education in “pole munlclpall- 
ties” where education returns can be greater and to expand 
development from these pole munlclpalltles At the time of 
our review, Brazil had selected 457 pole munlclpalltles ac- 
counting for 49 percent of its population According to AID, 
more munlclpalltles will eventually be selected, encompassing 
75 percent of Brazil’s population. 

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

The Mlsslon stated that Brazil would educate a greater 
number of persons In the urban areas than it would In the 
rural areas with the same investment and therefore would 
permit more persons to share in increased Incomes. Both Bra- 
zil’s and AID’s declslons to first concentrate on the urban 

IWe defined urban areas In Brazil as munlclpalltles with popu- 
lations over 10,000 and rural areas as munlclpalltles with 
populations under 10,000. 
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areas represent an education policy based solely on economic 
conslderatlons and not on a more equitable dlstrlbutlon of 
education opportunltles within a developing nation--a basic 
ob-jective of U.S foreign assistance Although the Mlsslon 
contends that education returns are higher in urban areas, 
It should be noted, as stated on page 29, that to date no 
cost-benefit education studies have been made in Brazil 
which speclflcally ldentlfy the returns available from lnvest- 
lng education resources In urban versus rural areas 

A second U.S education loan for $50 mllllon was author- 
ized on June 29, 1970, and signed on June 17, 1971, for lm- 
proving primary-secondary education in Brazil. It was not 
designed to secure a more equitable dlstrlbutlon of education 
opportunltles between urban and rural areas wlthln Brazil. 
However, at the time of our review, a declslon 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 condltlons or commlt- 
ments which would cause Brazil to alleviate the dlsparlty of 
education spending between its affluent and poor areas even 
though U.S. program managers knew of such a dlsparlty and how 
to solve It. AID contends that the dlsparlty in education 
spending 1s being solved by existing Federal resource trans- 
fer mechanisms. Our review showed, however, that the dls- 
parity will not be solved in this century. 

Legally, the BrazIlian Federal Government’s flnanclng 
responslblllty 1s baslcally for higher education, and res- 
ponslblllty for flnanclng primary and secondary education 1s 
delegated to the BrazilIan States. However, the Federal 
Government tries to overcome dlsparltles 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 in&ease 
and regularize the Federal transfer of education resources 
to the States, but the loans contained no condltlons stlpulat- 
lng what percentage or amount of such transfers go to partlc- 
ular States or regions Therefore, the loan did not Insure 
accelerated Brazilian action to allevla,te education spending 
dlsparltles within areas 
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Federal transfers to the States and munlclpalltles 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 lndustrlal, com- 
mercial, and agricultural firms having over 100 employees, 
and (3) Partlclpatlng Fund conslstlng of 10 percent of the 
Income tax and lndustrlallzed product tax collected at the 
Federal level but sent to the States and munlclpalltles, 
20 percent of the fund 1s intended to be spent on education 
by both the States and munlclpalltles. 

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

AID contends that these Federal transfer mechanisms are 
solving the dlsparltles In education spending. Figures on 
the amount of these transfers to the States and munlclpalltles 
are avallable for most years, however, according to AID records, 
there 1s no way to determine if these amounts are actually 
being spent in the education sector. Moreover, the amounts 
have declined in real terms during 1968-70 

To analyze the reasons for dlsparltles in education op- 
portunltles between both the North and South and between the 
urban and rural areas, we attempted to analyze Rrazll’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 1969l the average education 
expenditures per capita In the South was $9 38, while In the 
North it was only $2.39 This dlsparlty 1s even more acute 

‘1969 was the latest data avallable showing a breakdown of 
actual State education expenditures, lncludlng Federal trans- 
fers. 
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when one compares education expenditures per capita on an 
lndlvldual State basis. 

Regional dlsparltles 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 dlsparltles, 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-l/2 percent during 1960-69. 
However, It should be pointed out that a small absolute In- 
crease In the North’s per capita expenditures of 92 cents 
compared with the South’s $4.53 In 1960 resulted in a higher 
rate of increase because of the smaller education spending 
base In the North. 

AID also pointed out that goods and services cost con- 
siderably more in some regions than others and that, without 
such conslderatlon, cltlng crude per-pup11 expenditures as an 
lndlcatlon of education opportunity was not too meaningful 
and tended to distort measurement Nevertheless, we believe 
such measurement 1s a valid Indicator of the dlsparlty In ed- 
ucation expenditures between areas. 

Based on the average annual rate of increase experienced 
during the 1960s In per capita education expenditures between 
the North and South, It will take until the year 2020 before 
these transfer mechanisms will resolve dlsparltles in Brazil’s 
education spending 

CONCLUSIONS AND RECOMMENDA’IIONS 

U.S. education assistance has directly and lndlrectly 
supported BrazllOs education development ObJectives, which 
are not designed to improve inequities in Brazil’s education 
sys tern U.S. education loans contalned no condltlons or com- 
mitments that would cause Brazil to alleviate the dlsparlty of 
education spending between Its affluent and poor areas. The 
overwhelming maJorlty 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 addltlonal school facllltles 

Alleviating dlsparltles In educational opportunltles IS 
paramount to achieving a more equitable dlstrlbutlon of income, 
one of the United States’ primary aid obJectives We belleve 
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the present U S. education assistance efforts, because they 
are not desrgned to improve the lnequltles in the Brazlllan 
education sys tern, are contrlbutlng to the continued lack of 
progress toward equitable income dlstrlbutlon 

We recommend that the Admlnlstrator, AID, consider encour- 
aging Brazil to locate a slgnlflcant number of new schools in 
the rural areas and condltlon future U S education assistance 
on speclflc Brazilian actlon designed to accelerate the alle- 
vlatlon of education spending dlsparltles between affluent 
and poor areas. 

AGENCY COMMENTS AND GAO EVALUATION 

AID, while polntlng out dlfflcultles In complying, stated 
that recommendations to improve the lnequltles 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- 
tlon opportunltles for rural youths. The agencies point out 
that It 1s dlfflcult, however, to Justify construction of the 
kind of physlcal plant required to deal with these problems, 
prlmarlly because of low population density in the rural areas 
and lnsufflclent avallable 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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\ CHAPTER 5 r 

U S. EFFORTS NOT DIRECTED TO SOLVING CAUSE 

OF SHORTAGE OF QUALIFIED PRIMARY SCHOOL TEACHERS 

BrazIlIan primary teacher-tralnlng lnstltutlons produce 
more graduates than are needed to provide for the increased 
teaching staff at this level. However, the overwhelming 
maJorlty of these graduates do not enter teaching because of 
the low salary or because they never Intended to teach The 
Mlsslon 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 offlclals, U S influence stemming from the $82 mll- 
lion In U S education assistance funds was lnsufflclent to 
require the major Brazlllan 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 
coleglo normal schools, many of which are tultlon free Pri- 
mary school teachers are consldered qualified If they gradu- 
ate from these schools Unquallfled 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 In 1960 
(See app. V ) U S offlclals estimated In December 1972 that 
39 percent of the exlstlng primary school teachers were 
unqualified 

Nearly every International organization provldlng asslst- 
ante to the Brazlllan education system at one time or another 
has financed primary teacher-training actlvltles 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 tralnlng primary 
teachers In 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 lnstructlons prepared In November 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 percent of 
enrollees In elementary teacher-training lnstltutlons never 
xntend to enter teaching. Mission officials stated that Bra- 
zilians consider primary teacher- training lnstltutlons as 
flnlshlng schools Many students were attending these 
schools not to become teachers but as a next-best educational 
opportunity, due to the lack of school facllltles, which 
could lead to other posslbllltles, e g , higher education or 
social status 

U S. loans did not address the basic problem of provld- 
lng lncentlves 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 alms or time frames 
were identified 

PROBLEMS IN PLACING QUALIFIED TLACHERS IN AREAS OF NEED 

Although U.S. program managers agree the total supply of 
graduates from primary school teacher lnstltutlons ex-4 the 
demand for the country as a whole, AID studies show that some 
States are overproducing such teachers while other States 
have deflclts and that the need for qualified primary school 
teachers 1s far greater in rural than In urban areas. A 1968 
study by the Mlsslon showed that in the capital cl-ties quail- 
fled 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 M1sslonts 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 Increases In student enrollment 

The Mlsslon stated that AID and other InternatIonal 
donors basically have Invested in training of teachers for 
areas having shortages. However, In 19 72 it was unable to 
speclflcally ldentlfy which areas had shortages bf quallfled 
primary teachers. 

AGENCY COMMENTS AND GAO EVALUATION 

Brazil’s teacherI- tralnlng instltutlons produce more 
quallfled primary school teacher graduates than would be 
needed If all were to enter teaching Nevertheless, 
resources under the second U.S education sector loan are to 
be spent to upgrade exlstlng unquallfled primary school 
teachers In our opinion LJ S resources would be more effl- 
clently and economically used If, instead of upgrading exlst- 
lng unqualified primary school teachers, efforts were devoted 
to lnsurlng that a large proportion of graduates from 
teacher-tralnlng lnstltutlons do enter teaching after gradua- 
tlon, especially In the rural areas Therefore, we proposed 
that AID terminate the U.S. flnanclng for planned primary 
teacher- tralnlng actlvltles and concentrate on developing a 
course of action with Brazil for (1) ldentlfylng the areas 
having shortages of qualified primary school teachers and 
(2) establishing appropriate incentives to insure that 
enough students of primary teacher- training lnstltutlons are 
avallable after graduation for teaching In the areas of need. 

AID did not agree that our proposal should be lmple- 
mented, because it believed the proposal was contrary to the 
whole philosophy of the second U S education sector loan. 
Yet AID, in Its comments, recognized that programs to pro- 
duce quallfled teachers would not be successful unless lncen- 
tlves were established to Insure that enough teachers went 
Into teaching after graduation from teacher- tralnlng lnstltu- 
tions. Moreover, AID did not disagree with the need for 
ldentlfylng the speclflc areas wlthln Brazil having shor;ages 
of quaIlfled primary school teachers 

AID stated that Implementing the second U S. education 
loan, which includes funds for primary teacher tralnlng, 1s 
‘predlcated on the partlclpatlng States submlttlng detalled 
education plans which should provide analyses of the supply 
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and demand of teachers in those States and of proposed 
teacher lncentlve 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 lnstltutlons will be available for teaching 
but also that these students will make teaching a lifetime 
profession. However, we could not speclflcally identify any 
U.S. loan condltlons requiring that these commitments be 
fully implemented before U S loan funds were released for 
primary teacher- training actlvltles. 

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 condltlon that the students would 
teach in such areas for a speclfled time 

--Scholarships could be provided to students on condl- 
tlon that upon graduation they would teach in a deslg- 
nated area for a specified number of years 

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

RECOMMENDATION 

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

IS IT APPROPRIATE TO PROVIDE U S FOREIGN ASSISTANCE 

TO SUPPORT PRIVATE EDUCATION3 

Program records Indicate that Brazil 1s using a 
substantial amount of its public resources for education to 
support private schools which, because of the tuition fees 
charged, dlscrlmlnate against the less affluent By provld- 
lng assistance to Brazil’s public education system, the 
United States is, In,effect, supporting this practice 

A fundamental U S foreign aid program ObJective 1s to 
make the benefits of economic progress available to cltlzens 
of all economic and social groups through a more equitable 
dlstrlbutlon of national income and thus raise more rapidly D 
the income and standards of living of the needler sectors 
of the population In this context, AID has identified 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 eqult- 
able dlstrlbutlon of income Thus, the prlorlty need 1s to 
provide access through greater educational opportune ties for 
the less affluent 

Records of AID and other international organlzatlons 
show that In 1968, the latest data available, private lnstl- 
tutlons constituted about 9 percent of the primary schools, 
50 percent of the secondary schools, and 54 percent of the 
higher education lnstltutlons Therefore, the prlnclpal 
bottleneck withIn the BrazilIan education system 1ri provld- 
lng free publzc 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 curtanl enrollment opportunltles for the less 
affluent and hamper Brazil’s capability to produce the num- 
bers and types of skalled middle-level manpower required to 
meet its 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 dally 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 decllnlng 
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 
decllnlng 

BRAZILIAN FUNDS USED FOR PRIVATE SCHOOLS 

a State and AID records indicate that substantial 
BrazIlIan funds, both Federal and State, are supportlng prl- 
vate education lnstltutlons Actual dollar amounts trans- 
ferred to private schools from Federal and State education 
budgets were not available to U.S program managers 

An International organlzatlon’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 organlzatlon believed 
that BrazIlian Federal funds were the maln source of flnanc- 
lng private secondary and higher education lnstltutlons 

We estimate from these figures that 

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

--40 percent of public secondary expenditures support 
private secondary schools 

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

In drawing its conclusions, the international organlza- 
tlon assumed that the cost per student at a given level 
was the same for public and private schools This assumption, 
appears to be reasonable because, If anything, the cost per 
student 1s higher for private schools than for public schools, 
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as llmlted $ata from a study In Sao 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, it does show that a 
considerable amount of support for private education comes 
from the public sector AID Mission offlclals tried to 
determine the amount of public funds supportlng private 
education in 1967 when planning the first education loan 
At the time of our in-country review, however, U S program 
managers had not determined the amount of this support, but 
they believed it to be slgnlflcant, 

AID Mission offlclals polnted 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 tultlon to 
students in private secondary schools. The number of 
scholarships provided in 1971 was less than 5 percent of the 
total number of students In private secondary schools In 
1968 

U S program managers have recognized for several years 
that the Brazilian school system with its large percentage 
of private schools severely lxmlts education opportunltles 
for the less affluent, and AID Mlsslon offlclals stated that 
this 1s one reason the United States has sought to expand 
public secondary schools in its education loans In our 

I oplnlon, however, the United States is, In effect, support- 
ing private schools by provldlng funds to a public school 
system which supports these lnstltutlons 

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- 
flclals 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 ellglble to receive flnanclal 
assistance from the education fund which will be capltallzed 
Jointly with United States and Brazilian resources The pro- 
posed guldellnes and criteria for the education fund, as con- 
tained In AID’s records, state that 

“Both states and munlclpalltles * * * would be 
eligible for assistance from the Fund Munlcl- 
pallties (or private education agencies) would 
receive financial assistance through their re- 
spectlve State Secretariats of Education In 
cases where financial management of a prolect 
resides with a munlclpal (or private) authority, 
an appropriate plan for the utlllzatlon and ac- 
counting of the funds, satisfactory to both the 
Fund and the state, would be required I’ 

A review of the loan documents between the United States 
and Brazil shows that private education organlzatlons are 
not speclflcally precluded from receiving financial asslst- 
ante and participating In the second U S loan program 

CONCLUSIONS AND RECOMMENDATIONS 

An undetermined but apparently substantial amount of 
Brazil’s public funds are supporting private school lnstl- 
tutions) which, because of the tuition fees charged, dlscrlm- 
lnate against the less affluent By providing assistance 
to Brazil’s public education system, the United States is, 
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 approprlate- 
ness of U S. foreign ald to a country which allocates a 
substantial share of Its 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 in the near future Specifically, AID stated that (1) 
it would be possible to carry out the recommendation to as- 
certain the degree to which public iesources support private 
education lnstltutlons after data collection and use had 
been improved through lmplementlng these loans and (2) pro- 
gram guidance would be considered on the policy questlon as 
the legislative posture in the United States was clarified 
on the Issue. 

We belleve AID should consider implementing these rec- 
ommendatlons In a timely manner since we can see little 
value In their being implemented after most, If not all, of 
the $82 mllllon in U S. education sector loan ftinds have 
been released. 

50 



CHAPTER 7 

PROBLEMS IN IMPLEMENTING AND 

MONITORING U S LOANS 

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

--The Brazilian Government's noncompliance with the 
financial commitments In the loans 

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

--Planned increases in secondary school capacity ad- 
versely affected by school locations 

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

--The second loan for $50 mllllon provided prematurely 

NONCOMPLIANCE WITH FINANCIAL COMMITMENTS 

Condltlons included In the $82 mllllon 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 complxed with the loan condltlons since Federal re- 
sources allocated to the education sector In 1971 were 
lower, in real terms, than before the U.S. loans were signed 
Therefore, it appears that education has declined as a 
Brazilian budget prnorlty 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, condl- 
tlons considered crucxal 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 it 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 agreement, 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 * * *. 

'I* * * Borrower during federal budget years 1969, 
1970 and 1971 shall progressively increase In 
real terms, using 1968 as a base year, as indl- 
cated by the General Price Index, its cash trans- 
fer to MEC."' 

This commitment means that each year's transfer by the 
Government of Brazil to its Ministry of Education in 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 loan 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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Year 
Expenditures Expenditures 

In absolute terms In real terms 

(mllllons in Brazilian currency) 

1968 821.8 821.8 
1969 1,128.l 940 1 
1970 1,337.l 935.0 
1971 1,393 5 810.2 
1972 (estimated) 2,098.4 

According to the Auditor General's report, no speclflc 
explanation was ascertained from the Government of Brazil 
for the decline In real terms However, Government expendl- 
tures In 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 prlorlty 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- 
tlon sector had not been stablllzed, although this, too, was 
the intent of the Federal flnanclal commitment included In 
the U S. loans. 

Agency comments and GAO evaluation 

AID believes that total Brazlllan Government transfers 
to education 1s a more accurate indicator of Brazil's commlt- 
ment to education than merely Its transfers to the MinIstry 
of Education. AID stated that If education expenditures 
orlglnatlng from other sources, lncludlng national lotteries, 
were considered, then there would be increases In Federal 
resources for education. 

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

STATE LOAN CONDITIONS 

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

The State financial condltlons included In the loan 
agreement with the Government of Brazil follow 

'I* * * to participate In the Program a state must 
devote a mlnlmum of 20% of total state revenues 
in 1969 for education, and must annually in- 
crease annual educational expenditures (exclu- 
sive of Program funds) by a mlnlmum of 2% of the 
total state expenditures until state educational 
expenditures reach 30% of total state expendl- 
tures. In recognltlon of the high prlorlty of 
secondary education, the state must annually allo- 
cate at least 40% of the increase In educational 
funding to secondary education." 

To legally bind the partlclpatlng States to the agree- 
ment, the four partlclpatlng States (Bahia, Esplrlto Santo, 
Mlnas Gerals, 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 responslbllltles. These agreements were 
signed in February and March 1970. The State financial 
condltlons were 

I'* * * by 1971 and subsequent years, the state 
must increase budgetary expenditures on education 
by 2% pes 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 1s completed, the 
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staie must annually devote at least 40% "of the 
increase in education fundlng to secondary educa- 
tion t1 

Annex I to the loan agreement states that 

It* * * the State will devote a mlnlmum of 20% of 
total State revenues for education, and must 
annually Increase educatlonal expenditures (ex- 
clusive of Program funds) by a mlnlmum of 2% of 
the total State expenditures until State educa- 
tlonal expenditures reach 30% of total State 
expenditures The State must annually allocate 
at least 40% of the increase in educational fund- 
lng to secondary education tt 

During March through May 1971, the Mlsslon's controller 
office surveyed this loan to determine, among other things, 
whether the partlclpatlng States were meeting their flnan- 
clal commitments The records show that the controller's 
offlce had difficulty In lnterpretlng or evaluating the State 
flnanclal loan commitments shown above. We had the same 
dlfflculty during our review 

A crucial condltlon for partlclpatlon established by 
AID in the first U S. loan as well as for the release of 
$7.4 million in U S. funds was that a State must allocate 
20 percent of its total expenditures in 1969 for education. 

The agreement between the Unlted States and Brazil, 
however, was not slgned until November 1969, too late In 
the year for the States to comply with this provlslon. Also, 
the Mlnlstry of Education-State agreements which bind the 
States to the program were not signed until February and 
March 1970, and make no speclflc mention of 1969 or any 
other year as the base period for meeting the 20-percent 
commitment, 

Another crucial condltlon was that the partlclpatlng 
States must subsequently increase expenditures on education 
by a mlnlmum of 2 percent per annum. However, no formula 
was establlshed to Insure year-to-year consistency In re- 
porting actual State education expenditures. 



The final crucial condltlon required the partlclpatlng 
States to allocate 40 percent of the annual increase In their 
education budgets to secondary education. Ihe controller’s 
offlce noted during Its review that two States considered 
the allocation to secondary education to be limited to 
40 percent of the Z-percent required mlnlmum Increase to 
the education budget each year, while the other two States 
interpreted the requirement to include 40 percent of any 
annual increase to the education budget Accepting the first 
lnterpretatlon would result In a smaller amount of funds 
being allocated to secondary education, a condltlon which the 
AID controller’s office did not believe to be the Intent of 
the loan provlslon establlshlng this requirement 

The lmpreclse language of these commitments in the 
agreements led to problems In their lnterpretatlon and a 
subsequent determlnatlon that such condltlons 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 ’ , l expenditures ‘, ‘budgetary ex- 
penditures ’ , ‘education fundlng’, as if 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 lnterpretatlons 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 requlre- 
ments may, and In some cases does, differ slgnlfl- 
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 lmplementa- 
tlon problems The records show the MIssion (1) agreed that 
1970 should be consldered 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 yeal-to-year con- 
slstency in reporting actual State education expenditures, 
and (3) postponed lnterpretlng the 40-percent allocation of 
education increases to secondary education (orlglnally cover- 
ing grades 5-8) pendlng lnterpretatlon of recent BrazIlIan 
leglslatlon ellmlnatlng secondary education as a separate 
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education sector The leglslatlon Includes secondary 
education In a broader sector entitled “fundamental educa- 
tion” which encompasses all education actlvltles in grades 
1 through 8 

In September 1971 the Mlsslon approved the release of 
$7 4 million of U S funds for school construction In our 
opinion the Mission released these funds without determlnlng 
if the condltlons governing their release had been met be- 
cause they had not independently verlfled that the four 
States were actually meeting the 1970 financial commitments. 
Further) the impact of the new BrazIlIan education law on 
the Mlsslon’s ability to independently measure further State 
education increases for secondary education had not been 
determined 

Mission offlclals recognized many of these problems 
before the loan negotlatlons, 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 mllllon 
In U S funds had been released In September 1971 wlthout 
an independent precise determlnatlon by its Mlsslon that the 
condltlons governing their release had been met 

AID stated that late In June 1971, an AID Mlsslon offs- 
clal had analyzed actual 1970 expenditure data by the four 
partlclpatlng 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 mllllon in U S funds, the Brazilian implementing 
agency had submltted to the Mlsslon its analysis of the flnan- 
clal 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 if the partlclpatlng States were 
meeting their flnanclal commitments. However, he found that 
neither the AID Mlsslon nor the offices of the BrazIlian lm- 
plementlng agency had obtained actual education expenditure 
lnformatlon from any of the four States 

AID advlsed 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 in reporting 
actual State expenditures Establlshlng 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 responslblllty to 

--Provide a more precise definition of the terms “State 
revenue and expend1 tures” and “expenditures for educa- 
tion ” 

--Design a standardized formula to be applied to the 
partlclpatlng 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 Mlsslon 

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 it lmposslble to independently verify 
compliance with the crucial condltlon included in the first 
LJ S education loan that 40 percent of the annual increase 
in education expenditures be devoted to secondary education 
in each of the four participating States 

AID stated that since the restructuring made it lmpos- 
sable to separate and document State education expenditures 
for secondary education grades 5 through S--which 1s the 
focus of the first U S loan-- it 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 loan was to speclflcally 
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 
f UT- lEk+ti&ntl/ assuring themselves tnat this very lmpor- 
tant U S. loan ob]ective will be achieved AID, however, did 
not address this matter 
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The aforementioned State flnanclal loan condltlons, 
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 lmplementlng State 
agreements, together with the enactment of the Brazilian 
fundamental education law, has made it dlfflcult for U.S. 
program managers to precisely determlne whether the loan 
condltlons are being met and whether its purposes are being 
accomplished. 

The AID Audltor 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 General's recommendations and reported 
that before It released funds for the third phase of con- 
structlon, the Government of Brazil and the partlclpatlng 
States must furnish data to prove, and the MIssIon must as- 
certain, satisfactory performance of agreed-upon commitments. 

We concur In the thrust of the Audltor 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 partlclpatlng State Govern- 
ments are increasing their resource transfers to education 
each year. We, therefore, are making no recommendations on 
this Issue However, since a maJor purpose of the first U.S. 
education loan was to speclflcally increase State expenditures 
for secondary education and since AID intends to retain the 
orlglnal purpose of the loan, we are recommending that U.S. 
program managers develop some method for Independently as- 
surlng themselves that this U S. loan obJectlve 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 facllltles for stu- 
dents not previously enrolled However, we noted that many 
of the school facllltles financed with U S. funds were being 
built In areas having lnsufflclent nonenrolled school aged 
youth to fill the facllltles to capacity OX where the new 
facllltles would overlap and replace exlstlng public and prl- 
vate schools. 

We attribute this to the fact that the mlnlmum number of 
nonenrolled school aged youths required to fully use and, 
therefore, Justify the location of an SOO-student capacity 
school was never mutually agreed upon or speclflcally 
defined and that the AID Mission released approximately 
$12 million in U S funds for school construction without 
having independent lnformatlon that the locations selected 
would provide additional school facllltles 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 
facllltles in their vicinity The loan paper stated that 
providing school facllltles for these students would be a 
primary criterion of school site selection 

Accordingly, the U S loan, among other things, helped 
finance the construction of 295 new secondary schools for 
grades 5 tnrough 8 Urban rather than rural sites were to 
be chosen to insure that facllltles would be used fully The 
modular unit constructed was designed to accommodate 400 stu- 
dents in each of two shifts. An expressed maJor goal of the 
U S. 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 in 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 “sufflclent numbers of school age youth” and 
“enrollment prospects which Justify construction of the 
school ” However, we found no evidence that offlclals 
mutually agreed upon, or speclflcally defined, the minimum 
number of nonenrolled school aged youths in 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 In 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 mllllon, which includes about 
$12 million in 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 munlclpal~tles and then selecting sites 
within the munlclpalltles Selecting the munlclpalltles zs 
a Government of Brazil policy declslon, and selecting the 
sites 1s the responslblllty of the Brazilian lmplementlng 
agency which must be approved by AID before U S construction 
funds are disbursed 

In December 1970 the Mission released $4 3 mllllon 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 
dlscusslons at the four State implementing offices, It asked 
for a brief explanation and some statlstlcal lnformatlon to 
support selection of phase I school sites This lnformatlon 
was not available at the State level or at the Federal 
offices responsible for implementing the U.S loan and the 
controller’s office was unable to determlne whether any fac- 
tual evidence was generated as a basis for selecting school 
sites to meet the educational requirements 

In December 1970, the Mlsslon requested lnformatlon from 
Brazilian offlclals to satisfy the loan condltlons before it 
could release an additional $7.4 mllllon for phase II 
schools. This lnformatlon Included a descrlptlon of the 
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school system and a Justlflcatlon 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 lnformatlon provided, the Mission 
notified appropriate Brazlllan officials on May 12, 1971, 
that It was deflclent In many respects 

“The lnformatlon * * * needs to be supplemented 
as it 1s incomplete and does not include an 
educational analysis Justlfylng the need for 
the schools In the proposed communltles An 
Educational Analysis of all proposed schools 
still should be furnlshed to provide a basis 
for USAID approval of the schools in the respec- 
tive communities. Apparently, the proposed 
locations of several schools In Mlnas Gerals 
and Bahia overlap with exlstlng secondary 
schools Therefore, It will be necessary to 
reexamine carefully the advlsablllty of sltuat- 
lng these schools In the chosen communltles.” 

* * * A * 

“In the documentation presented many data 
regarding the selected sites are incomplete or 
lacking entirely On the basis of what lnforma- 
tlon was furnished, however, questlons arise 
whether several of the selected sites satisfy 
the community needs and/or site selectlon crl- 
teria ” 

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

The only Mlsslon 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 In December 1971 were undated Mission site 
evaluation reports, which it had prepared for Its own use to 
verify the Internal consistency of the material provided by 
Brazil In reviewing these forms we noted statements by Mls- 
slon education offlclals 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. 

Anallrsls of AID 1\11ss1011 Scnool 
Site Evaluntion Re,>ol ts 

for Phase II 

State 

I~urllber of sltds questioned 
bv 1ID due to 

Not enoug’l Scllool site 
nonenrolled near 

Number Insufficient school aged existing 
of data to youths to secondary 

scnools shorti need justify need scnool Total 

Bahia 14 3 9 12 
Mmas Gerais 24 4 4 8 
Espirlto Santo 11 3 3 
Rio Grande do Sul 17 1 - - 5 - - - 4 

AID stated that the site evaluation reports merely re- 
corded the Mission’s uncertalntles about many sites after it 
reviewed the lnltlal site-selection documents in April and 
May 1971 It subsequently resolved these problems by talking 
with the Brazilian agencies responsible for lmplementlng 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 lnformatlon 
was received from the Brazilian implementing agency 

However, we noted that the AID Auditor General in his 
review in 1972 also addressed the selection of school con- 
struction sites 

“During our examlnatlon of the lndlvldual files 
relating to the sites, and the construction 
thereon, we found that, although the M1sslonrs 
formal concurrence to the sites had been given 
* * * we 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 lnformatlon recorded 
on the reports .‘I 
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Mlsslon offlclals salad that informal oral agreements had 
been reached with BrazIlIan offlclals insuring maximum use 
of the schools Identified as having an Inadequate supply of 
students and that the Brazlllan lmplementlng 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 offlclals tell us the specific plans for each site. 

AID records lndlcated and we observed that some schools 
In both phases I and II were being constructed near exlstlng 
private and public secondary schools Records and dlscus- 
slons with MIssion offlclals indicate that locating AID- 
financed secondary schools near exlstlng secondary schools 
has caused and may continue to cause some of the exlstlng 
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 facllltles possibly could replace exlstlng 
facllltles 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 tultlon-free public schools Nevertheless, AID con- 
sidered lt neither feasible nor desirable to llmlt these 
transfers because it contradlcted the concept of public edu- 
catlon and the BrazIlian constltutlon 

We vlslted one of the schools and were informed by the 
school offlclals that, based on their studies, 80 percent of 
the students enrolled above the beglnnlng level had trans- 
ferred from private schools Tnerefore, the ove rwhe lmlng 
maJorlty of students benefltlng from this new school were 
those transferrlng from private schools. This does not 
appear to be an Isolated example Records lndlcate that at 
a conference private school and some public school offlclals 
expressed concern that the new U S -supported schools would 
draw off their student bodies, which in the case of the prl- 
vate schools would cause them to go out of business 

This was brought to the attention of Mlsslon offlclals 
during our In-country review. In January 1972, Mlsslon 
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offlclals stated that when schools were to be built close to 
exlstlng schools, the munlclpal authorities must demonstrate 
plans for using educational facllltles fully and If conver- 
sions were to take place, the timing and Justlflcatlon 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 Brazlllan offlclals 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 approxl- 
mately $12 million in U S funds for school construction 
without having independent lnformatlon that the school sites 
selected would provide addltlonal school facllltles for 
potential students not previously enrolled In 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 m 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 
If they were In relative physical proximity to each other In 
a few limited instances 

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

There are more than a few limited instances where sec- 
ondary schools being constructed with U S funds will serve 
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as replacements for cxlTtlng secondary schools Specifi- 
cally, lnformatlon available to us shows that all 14 phase II 
schools approved for construction with U S funds In Bahia 
will serve as replacements, since 14 exlstlng secondary 
schools will be closed or used for education levels other 
than secondary educdtlon grades 5 through 8 

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

The Mlss~on has not developed a system b lth the Brdzlllcln 
Government whereby Brazil provides basic lnformatlon necessary 
to permit U S program managers to monitor and perlodlcally 
determlne (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, condltlons, and targets are met 

Precise data on total flnanclng for formal education has 
not been available to AID Its analysis, therefore, has been 
based on partial data and the best avallable estimates Data 
on existing enrollments, teachers, and school facllltles on 
an lndlvldtlal State and munlczpal basis, including a breakdown 
between urban and rural locations wlthln such areas, was 
generally not available to U S program managers at the time 
of our review Such a breakdown of data IS 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 lnformatlon 
sys tern In Justlfylng this proJect, the plan stated that 
Brazil was a country unknown to itself, needing a basis to 
formulate a sound education policy and up-to-date lnformatlon 
to prepare plans and prolects adequate to meet national re- 
quirements 

Mission offlclals 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 prolect to develop a management lnformatlon system 
AID’s general ObJective is to provide financing for training 
and technlcal assistance to develop, at the Brazilian national 
and State level, a management lnformatlon system which ldentl- 
fles and provides the necessary data for management and Invest- 
ment declslons that must be made at all levels of the education 
sys tern 

We belleve U S. program managers, in cooperation with 
Brazilian offlclals, should Identify the type of education 
lnformatlon needed but not currently available and establish 
a procedure whereby they systematically receive such lnforma- 
tlon as It becomes available 
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Agency comments and GAO evaluation 

AID pointed out that the Mlsslon already employs 
systematic procedures for collecting, analyzing, and using 
education lnformatlon and referred to the Mission’s education 
sector analysis This contains numerous statlstlcal tables 
based on ever-lncreaslng quantities of data, IS completely 
revised every 2 years, and 1s updated more frequently The 
latest Mlsslon education sector analysis available to us 
during our review was prepared in 1970 Although this analy- 
sis does contain education lnformatlon on Brazil, it stated 
that precise data on total financing for formal education in 
Brazil had not been avallable 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 facllltles on an lndl- 
vldual State and municipal basis, including a breakdown be- 
tween urban and rural locations within such areas 

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

SECOND LOAN PROVIDED PREMATURELY 

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

AID/Washington on June 29, 1970, authorized the second 
loan for $50 mllllon to provide flnanclal assistance to an 
estimated SIX unspeclfled Brazlllan States at the prlmary- 
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 lm- 
piovlng the capacltles of the Ministry of Education and the 
State Secretaries of Education to plan and admlnlster pro- 
grams essential to the qualltatlve, quantltatlve, and pro- 
ductlve improvement of primary and secondary education The 
U S loan seeks to 

-- Improve the management and increase the efflclency of 
the primary-secondary education system and support 
programs at the BrazilIan State and munlclpal 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 In 
terms of employment opportunltles and BrazilIan man- 
power requirements for social and economic development 

Lack of speclflc goals 

Unlike the first U.S education loan, the second loan 
slgned on June 17, 1971, did not Indicate the speclflc 
number of schools to be constructed or teachers to be trained, 
the increased enrollment goals sought, or other ob]ectlvely 
measureable goals although most of the funds from the loan 
were to be used for such education actlvltles This f al lure 
1s inconsistent with AID-State guldellnes which require a 
sector loan to include a statement of specific loan ob]ec- 
tlves to be achieved within a specific time frame 

Mlsslon offlclals stated that the second loan represented 
an evolution from the more speclflcally programed first U S 
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education loan, being designed to improve systems--planning, 
budgeting, curriculum admlnlstratlon, etc --and not to meet 
specific quantltatlve targets of more students, teachers, 
schools, etc Nevertheless, on the basis of the AID authorl- 
zatlon loan paper, about $68 mllllon of the $100 mllllon 
total program may be used for school construction, equipment, 
teacher tralnlng, and related education activities which are 
the same as the actlvltles 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 speclflc goals, 
particularly when sufflclent lnformatlon was not avallable 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 ulans 

Implementation of this loan, according to AID, 1s pred- 
icated upon submlsslon and approval of BrazilIan State educa- 
tlon 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-l/2 years after Its authorlzatnon, however, AID 
does not know speclflcally how the entire $50 mllllon 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 establlshed BrazIlIan education plans for 
using the U S funds. 

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

AID therefore concluded that, by supportlng an lnterme- 
dlate credit-like mechanism within the Mlnlstry 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 lnternatlonal lending organl- 
zatlon substantially reduced Its proposed education program 
for Brazil because, among other things, of Brazil’s lnsuf- 
flclent progress In formulating State and Federal education 
plans This organlzatlon had been considering a $20 mllllon 
loan for secondary education In Brazil since 1968 The loan, 
as entered into In June 1971, however, ellmlnated much of 
the education program and reduced the amount of the loan to 
$8 4 mllllon The organlzatlon stated that, even though the 
educational development needs of Brazil were immense, pre- 
paring and lmplementlng a program commensurate with these 
needs was not possible at that time for these reasons 

--The absence of reltable education statlstlcs 

--Responslblllty for financing and admlnlsterlng primary 
and secondary education 1s vested in the States, and 
many are unable to finance the needed expansion 

--Insufflclent progress In 5ormulatlon of State and 
Federal education plans 

AID offlclals stated that many of these problems are 
speclflc 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 
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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 
SO-percent completed Part of the cause of this slow progress 
was the delay in obtaining sites and the failure to have 
water and power at the construction sites In commenting on 
our report, AID agreed that constructlon of phase I schools 
was lagging but stated that improvements had been made In 
meeting phase II projected construction schedules in the four 
participating States 

Shor tane of textbooks 

During an April 1971 vlslt to teacher-training sites, 
AID offlclals found that the training Institutions did not 
have enough textbooks, reference books, and equipment to 
provide proper tralnlng 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 lnstltutlons 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 provldlng 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 provldlng materials for teacher-tralnlng 
institutions and for student llbrarles in the new secondary 
schools. 

AID informed us that the MIssion and the BrazilIan lm- 
plementlng agency had made special provisIons for lnstructlonal 
materials for teacher-tralnlng institutions and the sltuatlon 
had improved considerably during phase II, with further lm- 
provement foreseen for phase III of the program 
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AID said that, as of October 1972, the llbrarles of all 
new secondary schools in operation had received an lnltlal 
collection of books, conslstzng of 600 volumes, donated by 
the BrazilIan National Book Institute A supplemental col- 
lectlon of 900 volumes was to be dlstrlbuted to all schools 
during October and November 1972 

Extension ot loan lmplementatlon 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 
ghase III of the construction program would be delayed and 
that extending the life of the first loan program an addl- 
tlonal 2 years was being considered 

AID told us subsequently there were no plans for a Z- 
year extension but Brazil might seek a 6-month extension to 
carry out the actlvltles 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 polnted 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 lmprove- 
ments In the program would Indicate that some lmplementatlon 
occurred in phase I and II of the construction program 

In January 1971 the AID Audltor General issued a draft 
report on AID assistance to Brazil, lncludlng 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 lmplementatlon ex- 
perience had been gained under the first loan, commenting 
that 

“The second education loan was authorized wlthout the 
GOB [Government of Brazil] or the USAID demonstrating 
that either was capable of managing the first loan 
Both entitles were also without experience under the 
first loan whose lmplementatlon would demonstrate any 
needed policy, lnstltutlonal, 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 implementing ex- 
perience under the first loan should be required 
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before the second loan is signed Experience with 
the first loan should demonstrate any weaknesses in 
planning which could be corrected before serious mls- 
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 its ability to achieve prolect 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 it 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, in 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 Ministry 
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 loan 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 mllllon 
was authorized and signed without speclflc education goals and 
Brazilian plans for using the funds However, AID polnted 
out that this loan requires the partlclpatlng 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 Z-l/Z years have elapsed since AID authorized this 
loan, and over l-1/2 years since it 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 mllllon in llmlted de- 
velopment loan resources slgnlflcantly in advance of need 
and has been precluded since June 1968 from using these re- 
sources for other priority developmental purposes In our 
oplnlon, this 1s not sound management practice 

AID stated that lmplementatlon problems under the first 
U.S. education loan did not mean that It 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 mllllon in June 1970, no disbursements had been 
made under the first $32 mllllon education loan However, 
subsequent lmplementatlon problems did arlse under the first 
loan, but, before resolving many of them and despite the 
Audltor General’s recommendation to the contrary, AID signed 
the second loan. 

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

We obo@rved a number of commendable management practices 
and well-lateatloned efforts of many U.S officials Never- 
theless, we concluded that the management of U S education 
loan programs In Brazil was inadequate In many respects 

--The Brazilian Government was not complying with the 
flnanGxa1 commitments required In the U S loans 

--State flnanclal loan condltlons were not precise. 

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

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

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

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

RECOMMENDATIONS 

We recontmend that the Admlnlstrator, AID 

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

2 Develop, in cooperation with BrazilIan offlclals, 
the type of education lnformatlon needed but not currently 
available to adequately monitor the progress of education 
development and establish a procedure whereby U S. progrbm 
managers systematically receive such lnformatlon as It 
becomes avallable 

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 obJectlves 
to permit independent evaluation of program results, (c) 
loan condltlons and commitments to permit a precise deter- 
mlnatlon that they have been met, and (d) obllgatlons for 
education expenditures of the partlclpatlng Brazlllan States 
to increase at a faster rate than that experienced before 
U S loan resources were provided 

4 Develop, in conJunctlon with Brazilian offlclals, 
some method for Independently insuring that the obJective In 
the first U S loan, which sought increased State expendl- 
tures for secondary educatloq will be achieved 

5 Avoid authorlzlng and signing development and Alll- 
ante for Progress loans before plans for using the U S loan 
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 specl- 
flc school site selection crlterla but stated such crlterla 
had been establlshed and was in use under the first U.S 
loan The pertinent crlterla establlshed for insuring that 
schools are located in areas of need requires only that the 
proposed site offer 
and 

l'sufflclent numbers of school age youth" 
"enrollment prospects which Justify constructlon of the 

school " We found no evidence that U S and Brazilian offl- 
clals mutually agreed on or speclflcally defined the exact 
or mlnlmum 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 Its position In this regard and speclflcally de- 
fine the exact or mlnlmum number of such youths 

AID agreed with recommendation 2 for developing the 
type of education lnformatlon needed but not currently 
available and stated it has been glvlng attention to this 
matter for some time and would continue to do so, where 
necessary Although AID did not speclflcally comment on 
establlshlng a procedure whereby U.S program managers sys- 
tematlcally receive such lnformatlon from Brazil as It be- 
comes available, they did point out that In March 1972 the 
education offlce In the Mission lnltlated an education fact 
sheet to insure that staff members were kept abreast of the 
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developments In Brazilian education through s tatlstlcal and 
narrative reports This education fact sheet, which was 
Initiated subsequent to our in-country review, appears to 
be a step in the right dlrectlon for provldlng U S program 
managers with sufflclent 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 loan 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 loan resources in 
lmplementlng approved plans AID also accepted parts b and 
c and stated they would be encompassed In the normal ample- 
mentatlon of the second loan 

AID did not agree with part d for developing U S loan 
obllgatlons which cause education expenditures of the par- 
tlclpatlng Brazilian States to increase at a faster rate 
than that experienced before U S loan resources were pro- 
vided. AID believes this recommendation puts more emphasis 
on expenditures than It does on quality or depth of planning 
and reform, which are the core of Its assistance efforts 
AID views a rapld 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 
prlmarlly 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 moblllze a large and 
accelerated development effort by the recipient country. 
Therefore, we believe AID should reconsider its posltlon In 
this regard 

AID representatives with whom we discussed recommenda- 
tions 4 and 5 In March 1973, for developing some method for 
Insuring that the obJective in the first U.S loan 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 
recommendations They said the formal agency posltlon 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 1s 
near the point In its development when it no longer needs 
concessional U S assistance In our opinion, U S. program 
managers should reevaluate Brazil's need for continued U S 
concesslonal assistance 111 view of its sustalned economic 
performance since 1968 and its ability to obtain substantial 
foreign assistance from other sources 

Our review of U S assistance for educational development 
necessarily required that we examine it In the context of 
Brazil's overall development We observed several factors 
which, In our oplnlon, make Brazil's need for continued U 5 
concesslonal assistance questionable 

--Brazil's remarkable economic growth since 1968 Its 
gross natlonal 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 bllllon In foreign 
exchange Total reserves at the beginning of 1973 
were about $4 2 bllllon. 

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

--U 5 offlclals since at least July 1971 recognized that 
the declining AID development program has had no 
polltlcal slgnlflcance in Brazil, consequently U S 
offlclals have lost some of their leverage for lnfluenc- 
lng BrazilIan policy, due prlmarlly to the avallablllty 
of external assistance from other sources 

--Authorized but undlsbursed 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 its 
own foreign aid program, including mllllons 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 In basic policy and 
program documents for Brazil U S. program managers have 
pot defined the point at which Brazil's overall development 
will be sufficient to no longer require or Justify continued 
concessional U.S. assistance. 

The UnIted States will provide about $50 mllllon in aid 
to Brazil in fiscal year 1973 and plans to provide about 
$17 million In fiscal year 1974. Data on planned levels 
of aid beyond fiscal year 1974 were not available 

AGENCY COMMENTS AND GAO 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 Bollvla's eastern border with 
Brazil's highways. We noted, however, that In 1972 Brazil 
pledged $2 mllllon 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, 
will 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 increasing 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 ob-jectives. 
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In May 1973, however, we noted lndlcatlons that serious 
conslderatlon 1s now being given to an orderly reduction for 
future U S. bilateral assistance to Brazil. 

Brazil still faces development problems but whether 
addltlonal U.S. concesslonal assistance is necessary to 
assist Its Government in attacklng these problems 1s questlon- 
able in view of 

--Brazil’s remarkable economic performance since 1968, 

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

--the $284 mllllon in plpellne 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 its development when lt no longer 
needs further U.S. concesslonal assistance has not been 
addressed by U.S. program managers. For this reason we be- 
lleve lt 1s a matter which warrants leglslatlve emphasis. 

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

SCOPE OF REVIEW 

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

We examined U.S. policy papers, strategy statements, 
piogram documents, reports, correspondence, and other pertinent 
data available at the Washington and Brazil offices of AID 
and the Peace Corps. Statlstlcs and other data were secured 
from the United Nations and other international agencies 
We discussed relevant matters with offlclals of AID and the 
Peace Corps and with the Brazilians. Late in 1971 we vlslted 
selected locations where education assistance actlvltles, such 
as schools, teacher training, and admlnlstratlon of the proJ- 
ects, were occurring, lncludlng the States of Bahia, Esplrlto 
Santo, Mlnas Gerals. 
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DEPARTMENT OF STATE 
AGENCY FOR INTERNATIONAL DEVELOPMENT 

WASHINGTON D C 20523 

DEC 8 1972 

Mr Oye V Stovall 
Director 
International Dlvlslon 
U S General Accounting Offxe 
Washington, D C 20548 

Dear Mr Stovall 

I am forwarding herewith a memorandum dated December 7, 
1972 from Herman Klelne, Assistant Adrmnlstrator 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 kd to Brazil for Education Development TV 

Sincerely yours, 

-faa-Qa! 
Ii?- Edward F Tenn t 

Auditor General 

Enclosure As stated 
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MEMORANDUM DEC 7 1972 

TO* AG, Mr. Edward I?. Tennant 

FROM* AA/LA, Herman Klelne M 
SUBJECT. GAO Draft Report, "Improvements Needed m 

U. S. Foreign Aid 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 Brazil 
and have obtained comments from the Department of State, 
the Missron and all interested AID/W offices. Comments 
are consolidated In this response. 

The zntroductlon of the report portrays fairly accurately, 
although braefly, the progress made by Brazil xn its efforts 
to modernize its educational system with technxal asslst- 
ante provided by AID. The report also acknowledges that 
much remalvls to be done to improve the system so as to make 
it responszve to the economic advances Brazil has made over 
the past eight years. However, the report does not, in 
our opinzon, sufficiently take into account the contrlbu- 
tlon made by AID grant assistance during the period 1965- 
1969 to the very slgnlflcant improvements made by Brazil 
in Its planning and analysxs capacity whxh led to the 
ldentlflcatlon of the three maJor areas In the education 
system requlrlng attention if modemzzatlon was to succeed. 
These areas were, the crltlcal bottleneck at the Junior 
high school level, the need for curriculum modlflcatson, 
and the small number of secondary school students enterlAg 
the system. The attack on these fundamental problems 1s 
at the core of the two education sector loans provided by 
AID. The draft report is essentially a review of these two 
loans. In our discusszons 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 provlslon of 
assistance to Brazil by AID automatically carries with it 
a considerable degree of U.S, control or leverage which 
should enable us to Influence the Brazlllans in the direc- 
tions that we would like to see them take. This notion, 
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perhaps, stems x-n part from a lack of understandlng of the 
U.S. pol~~~y of mature partnership toward our Latin American 
neighbors, and of the realltles of the Brazlllan sltuatlon, 

[See GAO note p. 91.1 

We belleve that a clearer under- 
standxng of these concepts would have given the report better 
perspective and balance. 

Many of the GAO cxltlclsms are directed towards the concept- 
uallzatlon, design and lmplementatlon 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 equatable educational opportunities, inequities 
in the system, shortage of qualified primary school teachers, 
and points up a number of lmplementatlon problems which led 
the auditors to conclude that the second sector loan was 
made prematurely. It 1s our belief that many of these crltl- 
cxsms are based on an inadequate understanding of what the 
loans were designed to do. The first loan was directed spe- 
clflcally at the problems of the secondary school system, 
lnvolvlng construction of new facllltles, development of a 
balanced curriculum and teacher tralnmg. On the other hand, 
the second loan addresses a much broader range of problems, 
with the primary ObJective of achieving improved utiliza- 
tion of Brazlllan financial and manpower resources. It 1s 
our JUdgITlent that the design and implementation of the two 
loans are lyl fact addressxng the very problems in the Bra- 
zilian educational system which the GAO crltxlzes, and 
the loans have caused the Brazilians to focus more than 
ever before on strengthening the admlnxstratsve mechanisms 
which will permit them to mobilize and distribute their own 
resources more prudently and m ways whxh 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 II through VIII ln the draft report. If there 
1s any addltx%nal mformatlon we can provide, please let 
us know. 

Attachment 
Comments on GAO draft report 
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TREASURY DEPARTMENT 
WASHINGTON DC 20220 

ASSISTANT SECRETARY 

APR 11 1973 

Dear Mr Stovall 

This letter 1s In 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 (t In line with 
your request, I have llmited 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 prellmlnary 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 In 
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 international lendlng instltutlons, 
to achieve the necessary degree of coordination in external 
ald flows to recipient countries. Although improvements can 
always be made In these procedures, I very strongly disagree 
with your characterlzatlon of them as informal and periodic 
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and your lmpllcatlon that they are completely Inadequate 
In my Judgment, we would do better to concentrate on con- 
tinuing the improvement of these procedures rather than on 
conslderlng the lntroductlon 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 ObJectlves between AID and IBRD Both lenders agree 
In their general assessment of the current educational 
sltuatlon In 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 Impact by working around major problem areas 
The second AID loan for $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 0 million focuses on 16 selected 
institutions In 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 
speclallzatlon 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 them 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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elusion can be drawn that both lenders are workxng 
effectively to assist Brazil in taking the actions 
necessary to Improve Its entlre educational system 

I hope these comments are useful to you In com- 
pletlng the Report 

Very truly yours, 

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 omltted 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 

-COO0 omitted) - 

Number of students enrolled in 
Public schools 10,779 1,745 142 

(percentage of total) (90 2) (54 4) (50 9) (73 83) 

Private schools 1,165 1,461 137 
(percentage of total) (9 8) (45 6) (49 1) (26 :) 

Total 11,944 3,206 278 4 

Note Figures and percentages may not agree due to rounding 
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IYDILAT@RS Ol- PPOGRESS I DVZII I \ LI)LK 2TIO” 

1960 71 

1971 
1960 1961 1’)62 1963 1964 1965 1966 1967 1968 lJ6Y 19io (note a) ----__-__---- - 

(000 omitted) 

Number of students 
enrolled an 

Primary schools 7 477 7 835 8 524 8 854 9 352 9 923 10 695 11,202 11 944 I:! 294 13,580 13 580 
Secondary schools 1 238 1 355 1 516 1 720 1 8o3 2 154 2 483 2 809 3 206 3 629 4,084 4,560 
I lgher schools 96 102 111 126 144 156 180 215 283 347 430 484 

Percentage of popula 
tlon aged 5 to 14 
enrolled III prl 
nary sLhools 38 3 39 2 41 6 42 1 43 4 44 Y 47 2 48 3 50 2 so 4 54 3 53 0 

Percentage of pre 
scribed secondary 
school aged popula 
tlon enrolled in secondary schools 0 

(note b) 10 9 11 6 12 5 13 7 14 5 16 0 17 8 19 4 21 4 23 4 2s 4 27 4 

aPrellmlnary data 

b The prestrlbed secondary school aged population has been defined as the range begInnIng tlth the legal startmg 
age for secondary school and extending the number of )ears needed to graduate fron secondary school 

Source Summary Economic and Social Indicators dated June 1972 (AID) 
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4 

Primary school 
teachers 

Qualified 
Unqualified 

Percent qualified 

Primary school 
teacher graduates 

Total nraduatee 
(note c) 

Number of araduates 
antering"teaching 
(note f) 

Percent of graduates 
entering teaching 

TOTAL PRIMARY SCHOOL TEACHERS 

AND 

STATUS OF PRIMARY SCHOOL TEACHER GRADUATES 

196019611962 1963 1964 1965 1966 1967 1968 19691970 

(000 omitted) 

*x23 
aG 

a138 a155 '172 
8107 allS 530 - 

266 - 24.5 273 - - 

54 4 56 3 57 0 

2z 2!2? - 112 

56 8 54 3 58 1 

a23 a24 a28 a32 a37 a48 

15 17 17 9 19 

62 5 60 7 53 1 39 6 

%Ol 
b146 - 

g!J 

57 9 

a61 

19 

31 1 

b213 b234 - 
b* bs 

2% - & - - 

60 2 61 3 

Total 
1961-67 

a73 d - 501 d Yl6 303 

12 90 

16 4 29 7 

aSource Anuario Estatistico do Bras11 
b Statistics provided by AIU Misbion 

'Graduates of primary teacher-training Institutions 

$ - rellminary figures 

eAID'a S~~llmary Eccnomic and Social Tndicators 18 Latin American countries 1960-70 dated Apr 1971 
f Calculated as the wmber of nw qualified teachers from the previous year 
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SECONDARY EDUCATION OPPORTUNITIES AND AID 

SCHOOL SITE SELECTIONS URBAN AND RURAL (note a) 

Population over 10,000 
Minas Esplrlto RIO Grande Percent 

Bahia Gerals 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 I 10 8 8 20 46 95 8 
Phase II 3 24 -9 20 56 82 5 - - 

Total 13 32 17 4b 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 

'Enrollment data is for 1968 and includes both fxrst- and second-level students 

d 
Could not identify where two school sites were located, one in phase I and one rn 
phase II 
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Population under 10,000 
Minas Cspirito Rio Grande Percent Total urban 

Bahia Gerais Santo do Sul Total of total and rural -- 

287 618 39 172 1,116 83 3 1,340 

4,238,787 5,763,750 653,140 2,464,007 13,119,684 48 3 27,187,040 

27,264 95,564 16,938 49,792 189,558 21 5 883,644 

2 - w 2 42 48 
10 - - 2 12 17 6 - 68 

12 2 14 I.2 1 d116 
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PRINCIPAL OFFICIALS HAVING 

MANAGEMENT RESPONSIBILITIES FOR 

MATTERS DISCUSSED IN THIS REPORT 

Appolnted or 
commlssloned 

DEPARTMENT OF STATE 

SECRETARY OF STATE 
Wllllam P Rogers 
Dean Rusk 

DEPUTY SECRETARY OF STATE (note a) 
Kenneth Rush 
John N Irwin, II 
U Alexls 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 Kublsch 
John Hugh Crlmmlns (acting) 
Charles A. Meyer 
Vlron P Vaky (acting) 
Covey T Oliver 
Robert M Sayre (acting) 
Lincoln Gordon 
Jack H Vaughn 
Thomas C Mann 
Edwin M Martln 
Robert F Woodward 

UNITED STATES AMBASSADOR TO BRAZIL 
Wllllam M Rountree 
C Burke Elbrlck 
John W Tuthlll 
Lincoln Gordon 

Jan. 1969 
Jan 1961 

Feb 1973 
Sept 1970 
July 1970 
Jan. 1969 
Ott 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 

Ott 1970 
May 1969 
June 1966 
Sept 1961 
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Appolnted or 
commlssloned 

Sl 

DEPARTMENT OF THE TREASURY 

ECRETARY OF THE TREASURY 
George P. Shultz 
John B. Connally 
David M Kennedy 
Joseph W Barr 
Henry H Fowler 

June 1972 
Feb 1971 
Jan 1969 
Dee 1968 
APr 1965 

ASSISTANT SECRETARY 
(INTERNATIONAL AFFAIRS) 

John M Hennessy 
John R Petty 

Feb 
May 

Winthrop Knowlton Aug 

AGENCY I-OR INTERNATIONAL DEVELOPMENT 

ADMINISTRATOR 
John A. Hannah 
Wllllain S Gaud 
David E Bell 
Fowler Hamilton 
Henry R. Laboulsse (note c) 

Mar 
Aw 
Dee 
Sept 
Feb. 

DIRECTOR, AID MISSION TO BRAZIL 
William A Ellis 
Stuart H. VanDyke 
Jack B Kublsch 
Leonard J Sacclo 

July 
Sept 
Aug. 
Sept 

ACTION (note d) 

DIRECTOR 
Michael P Balzano 
Joseph H. Blatchford 
Jack H Vaughn 
R. Sargent Shrlver 

1972 
1968 
1966 

1969 
1966 
1962 
1961 
1961 

1968 
1964 
1962 
1960 

Mar 1973 
May 1969 
Mar 1966 
Mar. 1961 
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aUntll July 1972 this posltlon was designated as Under 
Secretary of State 

b The posltlons of Assistant Secretary of State for Inter- 
American Affairs and U S Coordinator, Alllance 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 Laboulsse remained Dlrector of the Inter- 
national Cooperation Admlnlstratlon until It was ter- 
minated on November 3, 1961. Mr Fowler Hamilton was named 
Administrator of the successor agency--the Agency for 
International Development--effective September 30, 1961 

d Executive 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 

100 



Copies of this report are avatlable at a cost of $1 
from the U S General Accounting Offlce, Room 6417, 
441 G Street, N W , WashIngton, D C 20548 Orders 
should be accompanied by a check or money order 
Please do not send cash 

When ordering a GAO report please use the B-Number, 
Date and Title, If avallable, to expedtte ftllrng your 
order 

~CP o tes of GAO reports are provided wlthout charge to 
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