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Where Does Chile's Education Budget Leave the Protests?

In what was reported as a blow

to Chilean student groups that

have been protesting for more

than six months for more invest-
ment in public education and less private
sector involvement, the center-right gov-
ernment's more austere 2012 public edu-
cation budget won legislative approval
Nov. 28 by a three-vote margin in the
Chamber of Deputies. The proposed budg-
et of $11.6 billion for 2012 is an increase of
$350 million from the previous year, less
an increase than students wanted, Reuters
reported. Where does the close education
budget vote leave the student protests? Is
the money allocated by the government
going where it is most needed? In addition
to money, what are the other areas of con-
cern in Chile's education system and how
can the system be improved?

Jeffrey Puryear, vice president of

social policy at the Inter-

American Dialogue: "Although

the student protests have cen-
tered largely on higher education, the new
budget raises public spending in real terms
across the entire education system—as it
has in the past (the Chilean government
spends roughly 4 percent of GDP on edu-
cation, matching the Latin American aver-
age, and up from 2.4 percent in 1990.)
Much of the new money is allocated to the
early grades—preschool, primary and
middle school—where most of the poor
are enrolled. The government's emphasis
on the early years of schooling is a plus for

Inside This Issue

equity. If the poor do not get good primary
education, they have little chance of reach-
ing the university. The budget's treatment
of higher education is more questionable.
On the one hand, it provides substantial
new funding for needs-based scholarships
that target the poorest students, which is
clearly positive. But it restricts that scholar-
ship money to students who attend univer-
sities that are part of the Council of Rectors
of Chilean Universities (CRUCH), which is
problematic for two reasons. First, the
CRUCH universities (most of which are

Continued on page 3

Argentina Experiences Fastest
Economic Expansion Since 2003

Argentina's economy grew 9.3 percent
year-on-year in the third quarter, its
fastest growth since 2003, President
Cristina  Ferndndez de Kirchner
announced Thursday at a Toyota plant
near the capital. See story on page 2.

Photo: Argentine Government.
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Colombian Judge Sentences Four
in Scandal Involving Ex-Mayor

A Colombian judge has sentenced
three construction company officials
to more than seven years in prison
in connection with a kickback scan-
dal in which a former mayor of
Bogotd also stands accused, the
Associated Press reported. The judge
sentenced brothers Miguel and
Manuel Nule and their cousin,
Guido Nule, on Thursday. Judge
Jests Igndcio Martinez also sen-
tenced a fourth associate to more
than six years in jail. Former Mayor
Samuel Moreno and his brother
Ivan, are accused of soliciting and
receiving bribes from the Nules in
exchange for contracts.

Brazil's Rousseff Signs Law to
Ban Smoking in Public Places

Brazilian president Dilma Rousseff
on Thursday signed a law that bans
smoking in enclosed public places
nationwide, the Associated Press
reported. Smoking bans were
already in place in Sao Paulo, Rio de
Janeiro and other big Brazilian
cities, but the law signed by Rousseff
goes further, outlawing designated
smoking rooms in airports and bars
that were allowed in cities with bans
already in place. The law also raises
taxes on tobacco products by up to
55 percent within four years.

Russian Oil Companies Struggling
to Meet Targets in Venezuela

Russia's five largest oil companies
are struggling to meet production
targets in a major project in
Venezuela, Bloomberg News report-
ed Thursday. Citing unnamed com-
pany officials, the report states the
Russian firms will fall 80 percent
short of next year's crude produc-
tion target for the Junin 6 project, a
joint effort with Venezuelan state oil
company PDVSA.
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Economic News

Argentina's Economy Registers
Fastest Expansion Since 2003

Argentina's economy, the second-largest
in South America after Brazil's, expanded
9.3 percent year-on-year in the third
quarter, the fastest expansion since 2003,
President Cristina Fernandez de Kirchner
announced Thursday. Fernandez, who
started her second term on Dec. 10, made
the announcement at a Toyota Motor
Corp. plant in Buenos Aires province,

€€ We have to continue
working on this path and
not get sidetracked.

— Cristina Ferndndez de Kirchner

Bloomberg News reported. Argentina's
economic growth has averaged 5.6 per-
cent since Ferndndez took office in 2007.
"We have to continue working on this
path and not get sidetracked," said the
president. "I'm proud of what we have
done and committed to the things that we
still need." This year would be the coun-
try's ninth consecutive year of growth
after Fernandez and her late husband and
predecessor, Néstor Kirchner, increased
public spending to create jobs and also
fueled domestic consumption by raising
wages and pensions. Argentina's growth is
expected to slow next year to 4.3 percent
amid an economic slowdown in Brazil
and global economic woes, according to
the median estimate of eight economists
in a Bloomberg survey. "The global slow-
down will start to be noticed in Argentina
and in some other countries of the region
in the fourth quarter or in the first quar-
ter of next year," Carola Sandy, an econo-
mist at Credit Suisse, told Bloomberg
News. Argentina's exports declined 5 per-
cent in October as compared to the previ-
ous month to $7.5 billion. Meantime,
industrial production grew 4.1 percent
from a year earlier, marking the slowest
increase in two years. Brazil's economic
growth is expected to slow this year to
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2.97 percent from 7.53 percent in 2010,
according to economists' median forecast
in a recent central bank survey.

Peru, Camisea Consortium
Suspend Negotiations

Peru's government and the consortium
that operates the country's Camisea natu-
ral gas fields have put on hold negotia-
tions over royalties and supplies of natu-
ral gas, the head of Peru's oil agency said
Thursday, Reuters reported. The consor-
tium, which is led by Argentina-based
Pluspetrol, requested the suspension of
talks in order to have more time to nego-
tiate an agreement with the project's
international backers over one of the
field's biggest sections, a parcel known as
lot 88, Perupetro president Aurelio Ochoa
told the wire service. "We've accepted a
delay until early next year; they have to
negotiate with the banks," said Ochoa.
Peruvian President Ollanta Humala dur-
ing his campaign promised to ensure that
natural gas in the lot
remains in the country
instead of  being
exported. The govern-
ment is also seeking
through the talks to
ensure that royalties
paid on fuel for export
are always higher than Humala

fuel that is used in File Photo: Peruvian
Peru.  Negotiations Goyernment.

with the consortium

started during the administration of for-
mer President Alan Garcia. The other
companies that are part of the consor-
tium are Spain-based Repsol-YPF, South
Korea's SK Energy, U.S.-based Hunt Oil,
Argentina-based Tecpetrol and Algeria's
Sonatrach.

Company News

BREF - Brasil Foods May Sell
Stake in Meatpacker Quickfood

The world's largest exporter of poultry,
BRF — Brasil Foods, may sell a stake in
Quickfood to an Argentine group,
Bloomberg News reported Thursday.
Brasil Foods could sell as much as 33 per-
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cent of the meatpacker to the group of
investors, which is led by Carlos Miguena,
the news service reported citing an
unnamed person familiar with the mat-
ter. Miguena's family formerly controlled
Argentine brewery Quilmes Industrial.
Based on its Dec. 7 share price, Quickfood
is valued at 394 million pesos ($92 mil-
lion). Sao Paulo-based Brasil Foods is
currently taking over Quickfood,
Argentina's largest meatpacking group,
from Marfrig Alimentos. It would sell the
stake after the deal is completed, the news
service reported.

Coca-Cola Femsa Expecting $194 Mn
in Cash Flow From Acquisitions

Coca-Cola-Femsa is expecting as much
as 2.7 billion pesos ($193.8 million) in
cash flow from three acquisitions that the
company announced earlier in the year,
Bloomberg News reported Thursday, cit-
ing Chief Financial Officer Hector
Trevino. "The sum of the three Mexican
companies will represent about 2.5 bil-
lion to 2.7 billion pesos in Ebitda [earn-
ings before, interest, taxes, depreciation
and amortization] in addition to what
Coca-Cola Femsa used to generate before

¢ The sum of the three

Mexican companies will
represent about 2.5 billion to
2.7 billion pesos in Ebitda. »

— Hector Trevino

these mergers," Trevino told the news
service in a phone interview. Coca-Cola
Femsa, the largest bottler of the soft drink
in Latin America, purchased Grupo
Fomento Queretano for 6.6 billion pesos
($474 million) and will issue new shares
to pay for the acquisition. Earlier this
week, Coca-Cola Femsa said shareholders
gave their approval to purchase Grupo
Cimsa's bottling operations. That deal
had been announced in September. In
June, Coca-Cola Femsa said it was paying
6.55 billion pesos in stock for Grupo
Tampico's bottling operations.
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public) enroll a minority (perhaps 25
percent) of tertiary students, leaving the
rest with little government aid. Second,
the CRUCH universities (particularly the
University of Chile and the Catholic
University) tend to be highly selective,
recruiting the top scorers in the nation-
wide university entrance exam—most of
whom are well-off and attended private
primary and secondary schools. Most
poor students who make it to higher
education enroll in technical institutes,
professional academies and private uni-
versities, which are outside the CRUCH.
As a result, the new scholarships fail to
reach 75 percent of tertiary students and
most of the poor. More generally, reduc-
ing the problems of Chile's education to
money diverts attention from more
important issues. Improving quality and
equity requires changing how the system
works. Transparency in the use of funds,
recruiting only the most talented to
become teachers, strengthening account-
ability, improving leadership and super-
vision and establishing performance
incentives are crucial, and not addressed
in the new budget."

Peter M. Siavelis, professor of

political science and director

of the Latin American and

Latino Studies Program at
Wake Forest University: "Chile's new
education budget comes nowhere near
to meeting student protester demands,
despite significant increases in spending
and additional scholarship support for
low-income students. No president (of
the right or the left) can meet the stu-
dents' maximalist demands, which
involve a state takeover and free educa-
tion for all. Stakeholders within the pri-
vatized educational system are too
strong. In this sense, no matter what a
government does it is going to fall short
in the eyes of protesters. The reason is
that the root causes of the protests are
not just about educational funding. They
are about political domination by elites
who have ensured that the fruits of
Chile's economic success continue to be

funneled to the top, within a system
rigged to underwrite the continuing
power of economic elites. Protesters
argue that the private educational sys-
tem, and particularly elite schools, are
central to how the system is rigged to
perpetuate this inequality. The over 40
protests in Chile this year are, in this
sense, like political protests erupting
around the world (and now in other
Latin American capitals): they are about
justice and fairness. Protests and violence
are likely to continue. However, while
Chileans generally support student
demands, they are growing tired of con-
tinued protests and interruptions in the
school year. Though deep and systemic
change to the educational system inher-
ited from Pinochet is unlikely, students
can take heart that their protests have
opened up political space for a serious
discussion about the causes and conse-
quences of inequality in Chile's educa-
tional system."

Patricio Navia, master teacher

of global studies at New York

University: "The political

debate in Chile in 2011 was
dominated by the student movement.
The fact that the main issue in the dis-
cussion of the 2012 budget was the
increase in educational spending was a
big success for the movement. Naturally,
the student leaders felt disappointed
because all of their demands were not
met. Yet, several of their demands were
met and that means that there will be
significant increases in the education
budget and the resources will be better
allocated to meet the most urgent needs.
University students were understandably
interested in increasing funding for pub-
lic universities. However, the most
urgent needs are in expanding access to
pre-school education and improving the
quality of education for children in low-
income families. The new budget moves
forward in the right direction in increas-
ing resources to the most needed areas.
University students also wanted to move
away from a demand-based model to a

Continued on page 4
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supply-side free universal access model.
The Pinera administration stood firm
against that demand. Students from pub-
lic universities feel disappointed.
However, it is not clear that Chile would
be better off with a system that offers free
education to all. It would be best to
improve earmarked spending so that the
resources go to those who need it most.
That would probably mean that more
scholarships and grants should go to stu-
dents pursuing technical and vocational
education than to those attending public
universities. For those enrolled in highly
selective public universities, access to
educational loans remains the better pub-
lic policy alternative."

Peter Winn, professor of histo-

ry and director of the Latin

American studies program at

Tufts University: "Sebastidn
Pinera's close congressional victory
enacted an educational budget much
lower than that demanded by the student
movement or expected by most Chileans.
The marathon of congressional maneu-
vering revealed the country's political
elite to be deeply divided, the government
unwilling to compromise its commit-
ment to for-profit higher education and
the more moderate student leaders, who
had placed their hopes in the Congress,
repudiated by their own constituents for

a lack of anything to show for their will-
ingness to work within the political sys-
tem. Moreover, it is unclear how the
money that has been appropriated will be
spent and little likelihood that the gov-
ernment will use it to address the
inequality that fueled the student unrest
and informed its deep resonance in
Chilean society. The Pinera government
may look back on 2011 as a lost opportu-
nity for a compromise solution that
would have demonstrated its ability to
hear what Chileans want, negotiate across
partisan lines and engage the younger
generation that is the future electorate.
Instead, it ends 2011 with the secondary
school students still on strike, no solution
to present to the clear majority of
Chileans who agree with the students and
its good will exhausted. The combination
of the government's rigidity, the lack of a
long-term solution and the election of a
more hard-line student leadership is like-
ly to mean that the education conflict will
return with even greater force in 2012—
and include a new constitution among its
demands. Pinera's recent legislative 'tri-
umph' may prove a Pyrrhic victory."

The Advisor welcomes reactions to the
Q&rA above. Readers can write editor
Gene Kuleta at gkuleta@thedialogue.org
with comments.
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Subscribers can write editor Gene Kuleta at gkuleta@thedialogue.org
to suggest topics for the Advisor’s daily Featured Q&A section.
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