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Abstract

This paper examines the experience in privatization and market-oriented reform in
education in Chile which undertook such reform over two decades ago. After military coup of
1973, The Armed Forces government disbanded the teachers union and fired teachers with
leftist views. Then in 1980 the military government initiated a sweeping educational reform.
The planning and design for reform was undertaken by neo-liberal economists of the Chicago
mold. It intended to improve efficiency in education by introducing competition and private
incentive mechanisms on a national scale. It began by transforming responsibility for public
school management from Ministry of Education to local municipalities. School buildings and
land were signed over to municipal control. Teachers lost their status as civil servants. Also it
introduced a voucher-based system of financing public education. Under the new system, public
schools and private-subsidized schools received equivalent per-student payments on the basis of
the number of students enrolled in their schools.

Implementation of the reform in the 1980s changed radically the educational scene. The
reform expanded the private provision of education. At the beginning of the decade, about 15
percent of students enrolled in private-subsidized schools, 78 percent in public schools. By 1990
almost 32 percent of enrollment were in private-subsidized schools, an increase that occurred
mostly at the expense of public school enrollments. Teachers' salary dropped by approximately
one-third in real terms. About a fifth of teachers of the country lost their jobs at least once
between 1980 and 1989.

In 1990 military regime ceded power to democratic government. The new civilian
government made strategic decision not to reverse the decentralization process and to
maintain essential form and function of voucher system. At the same time, the government
focused its new policies on improving quality and equity in education. To fulfill these goals, the
state resumed direct intervention in the education sector. In the 1990s speed of the expansion

of the private-subsidized sector slackened off.
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