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1. The chilean context

3



Chilean social context

▪ Educational reforms are particularly important to
the public opinion in Chile.

▪ In 2011, the country experienced a major social
movement demanding free Higher Education.

▪ These social demands were an important topic
during the 2013 presidential campaign.

▪ Nueva Mayoría’s (New Majority) candidate, Michelle
Bachelet, was elected under the promise that under
her government Higher Education would become
free for all.
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From the campaign promises to facts

▪ In 2015 the Chilean economy grew only a 2.3%,
and a 1.6% in 2016.

▪ The previous government recognized that the
campaign promise of establishing free Higher
Education for everyone was not viable.

▪ For the academic year 2016 students coming from
the bottom 5 deciles of income are eligible for free
tuition.

▪ Transition towards a tuition free system, and the
necessary conditions for adding new deciles of
income are set in the new Higher Educational
General Law.
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2. The Higher Education 
General Law
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Legal Framework 

▪ The Law establishes national income conditions that
will allow students from higher deciles of income
study free of charge.

▪ It settles the conditions for institutions to be
eligible for the program known as “Gratuidad”.

▪ The rule dictates that the new “regulated tuition
fee”, amount transferred to institutions per student
and according to their program of choosing, should
be calculated before the end of 2019.
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Legal Framework

▪ The law, in its 88th article, mandates that careers and programs
should be grouped according to:

▪ Cost structure of the career or program
▪ Degree level it awards
▪ Regional location of the institution and its size
▪ Institutional quality index (acreditación)

▪ The law allows us to start regulating just one of these groups,
and not necessarily all at once.

▪ The “regulated tuition fee” should be based only on necessary and
reasonable human and material resources.

▪ The Higher Education General law, against international trends that
link institutional funding to results, establishes that the latter should
be assigned according to costs.

▪ The law creates an autonomous Expert Committee that will review
the methology proposed by the Ministry. 8



3. Higher Education 
Cost Data Survey
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National Cost Data Survey

▪ The only cost information available at the time was
at institutional level.

▪ To fulfill the law’s requirements, the Ministry of
Education designed a Higher Education cost survey
at a career level.

▪ Institutions that participate in “Gratuidad” were
consulted on the costs they face due to professors’
salaries, supplies, equipment, investment decisions,
among others.

▪ The institutions had 2 months to report back,
97.7% did.
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Some interesting results
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▪ Unlike other countries where the most important cost driver is the field of education of
the program, in Chile the institution in which the program is taught seems to play a
crucial role.

▪ The latter makes sense when we consider that different types of institutions can
receive public funding (i.e. state owned, private “traditional” HEIs, non-traditional
private).

Log (per capita cost)

Year Fixed
Effects

Field of
Education 

Fixed
Effects

HEI Fixed
Effects

(1), (2) and 
(3) 

FOE Fixed Effects YES YES

Year Fixed Effects YES YES

HEI Fixed Effects YES YES

Observations 2,783 2,783 2,783 2,783

R-squared 0.003 0.108 0.218 0.328

Robust standard errors in parentheses

*** p<0.01, ** p<0.05, * p<0.1

Source: Author's own

Table 1. Fixed Effects model.



Some interesting results
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Table 2. Cost driver analysis (Parameters en Standard Deviation terms).
(1) (2) (3) (4) (5) (6) (7) (8)

Log (per capita cost) Model 1 Model 2 Model 3 Model 4 Model 5 Model 6 Model 7 Model 8

*Extreme regional dummy=1 0.138*** 0.0927*** 0.0953*** 0.0856*** 0.0895*** 0.0677** 0.0655**

(0.0391) (0.0368) (0.0418) (0.0439) (0.0442) (0.0394) (0.0388)

Career size (square root of N) -0.316 -0.423** -0.584*** -0.341 0.361 0.335 0.321

(0.00191) (0.00181) (0.00182) (0.00192) (0.00261) (0.00261) (0.00261)

Professor to student ratio 0.293*** 0.293*** 0.278*** 0.263*** 0.258*** 0.258***

(0.0656) (0.0770) (0.0852) (0.115) (0.113) (0.113)

Professors with a graduate degree to the total ratio 0.0666** 0.00501 0.00925 0.00767 0.00194

(0.0125) (0.0132) (0.0171) (0.0169) (0.0169)

Casual teaching staff to total ratio -0.244*** -0.216*** -0.209*** -0.210***

(0.0425) (0.0488) (0.0484) (0.0483)

Institutional accreditation 0.374*** 0.370*** 0.369***

(0.0252) (0.0249) (0.0250)

Student percentage from the lower 6 deciles of 
income 0.102*** 0.108***

(0.0580) (0.0586)

Laboratory and clinic campus intensity dummy=1 0.121***

(0.0314)

Constant *** *** *** *** *** *** *** ***

(0.0454) (0.176) (0.168) (0.169) (0.182) (0.287) (0.289) (0.290)

Observations 2,783 2,783 2,783 2,611 2,254 1,671 1,659 1,659

R-squared 0.328 0.333 0.392 0.399 0.388 0.415 0.421 0.429

Field of Education fixed effects YES YES YES YES YES YES YES YES

HEIs fixed effects YES YES YES YES YES YES YES YES

Year fixed effects YES YES YES YES YES YES YES YES
Robust standard errors in parentheses *** p<0.01, ** p<0.05, * p<0.1

Source: Authors own



4. The New Tuition Fee

13



Proposal: The new methodology
▪ The Ministry’s considers 4 steps for calculating the

new regulated tuition fee:

1. Basic tution fee (AGB) definition: it represents the
minimum level of resources necessary for a career
or program, with a certain level of quality, to be
taught.

2. Grouping careers and programs and establishing
ratios: using an internal definition of FOE
determine a representative reasonable cost (e.g.
p25, median, average) for it and establish
different groups according to costs, which will
result in cost ratios relative to the AGB. It is
important to keep the number of groups to a low
number, hopefully under 10. 14



Proposal: The new methodology
3. Special weights at institutional level: as Table 1 shows,
the institution where the career program is taught is an
important predictor of cost. Given the fact that our system
allows for different types of HEIS to access public funding,
we consider thi step a crucial one. Possible institutional
weights are:

▪ Casual teaching staff to total ratio.
▪ Institutional quality index (acreditación)

4. Special weights at career/program level: as Table 2
shows there are other factor that may determine the per
capita cost at a career/program level. A possible career
weights is:

▪ Percentage of students from the 6 bottom deciles of
income.
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