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Abstract

This paper reports on an exploratory study of the causes of poor performance by human resources in public health and education in Peru. The findings are based mostly on unstructured and non-random interviews of education and health professionals, government officials and analysts, carried out between October 2004 and July 2005 in the cities of Lima, Trujillo, Cuzco and in rural areas of two provinces in the Sierra, as well as on available research reports, project evaluations and official statistics. 

The main conclusion is that deficiencies in the delivery of public education and health are the product of a historical and human adjustment process that is not easily reversible. The process was triggered by fiscal collapse which forced a substantial reduction in real wages for all civil servants. But the path followed by that crisis, and especially the degradation of the civil service career, was also a consequence of institutional weakness. In one case, it was the government’s failure to monitor performance and enforce work rules. In another, it was the incapacity of clients to perceive or react against service deficiencies. These institutional weaknesses opened the door to a perverse mode of adjustment: the cutbacks required by fiscal poverty took the form of a reduction in professional effort and service quality rather than in the number of employees or in the quantity of particular services. 

Low productivity, low quality and anti-poor bias in those services have become rooted in institutions, forms of behavior and life and career arrangements that include parallel business and educational investments and residential decisions. Providers, bureaucrats, politicians and union leaders have accommodated to a status quo of low wages, lax discipline, informal and illegal practices, falling entry standards and inadequate levels of effort. The main policy implication is that reform requires the emergence of a new, exogenous source of pressure sufficiently strong to overcome the accommodating preferences of the current circle of players. The creation of public awareness and organizational capacity on the part of service clients could bring about that change. 

Reliance on monetary incentives, such as general wage increases or on bonus incentives for specific goals, are not likely to be effective without institutional strengthening, especially better enforcement of work discipline based on verifiable standards, and increased participation by a more informed clientele, and second, that it is necessary to recreate the public service career of the teacher and health professional by returning to evaluation, merit based selection and promotion and other standard elements of career development. 
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I. Conclusions and Policy Implications

We identify five main conclusions and associated policy implications, though they are based on varying degrees of verification. The following list begins with the central result of this study. 

1. Need for an External Shock. 

Our principal and best documented conclusion is that deficiencies in the delivery of public education and health are the product of a historical and human adjustment process that is not easily reversible. Low productivity, low quality and anti-poor bias in those services have become deeply rooted in service provider attitudes, informal and illegal practices, and life and career arrangements that include business and educational investments and residential decisions. Providers, bureaucrats, politicians and union leaders have accommodated to a status quo of low wages, lax discipline, falling entry standards and inadequate levels of effort.

· Providers have adjusted by transferring time, energy and commitment from the civil service job into private sector work, creating parallel sources of income, often in different professions or small businesses; provider adjustment has also meant a quality downgrading in terms of the innate capacities of entrants and of their professional education. In addition, providers have coped by finding ways to supplement establishment budgets and their own salaries with fee income, reorienting their establishments toward a more remunerative but less poor clientele. 

· Bureaucrats and politicians use managerial laxness, non-enforcement and normative confusion for political patronage, personal favors and corruption. 

· Union leaders in SUTEP and other unions gain political power to the extent that their members are an undifferentiated mass of workers rather than a professional meritocracy.

The resulting situation can be described as an equilibrium in the sense that none of the actors with a capacity to influence outcomes is likely to press for or bring about major change. Indeed, unions openly oppose reforms while bureaucrats and politicians find less visible ways to frustrate change. This accommodation to a bad situation, which we describe as a low level equilibrium, has been made possible because clients have been unable to perceive the poor quality of service received and have lacked the organizational capacity to press for improvement. Not surprisingly, client perception and demand are weakest in the case of the rural poor, thus reinforcing the supply side causes of an anti-poor bias. 

The policy implication is that significant and sustained change requires the emergence of a new, exogenous source of pressure sufficiently strong to overcome the accommodating preferences of the circle of players. Changing the face of the individuals involved would not be enough, since group interests embedded in the system have a life of their own and are likely to capture the new players. This analysis may explain why many previous efforts at partial reform, designed to be carried out by government officials and providers, have had limited impact and short life spans. 

The most promising source for an intervention that could break the impasse is the largely untapped power of client demand and participation. Certainly, without a radical increase in client awareness and pressure, measures to improve service quality are likely to have limited and unsustainable results. This conclusion is consistent with the main hypothesis contained in the accountability-triangle approach recommended in the Bank’s 2004 World Development Report, which posits that service improvement requires greater monitoring and voice by the poor. There is a need for the creation of accountability by mobilizing and strengthening client awareness and voice, and through the development of monitoring tools and client organizations. Recent institutional measures provide potential avenues for tapping and mobilizing client voice and power, especially the new CEIs, the Colegio del Magisterio and decentralization, but in our opinion the most important catalyst for change would be the emergence of a strong non-governmental monitoring and evaluation initiative that would draw attention to performance and achievement, and thus inform, stimulate and focus client demand. 

2. Restore the Public Service Career

A second policy implication is that there is a need to rebuild public service careers in education and health services. Professionals in these sectors must be won back to a full time, professionally and economically rewarding commitment to public service. As a normative and cultural framework, the career gives form to the contractual understanding between professionals and the state; it should induce good quality students to enter the profession and to invest continuously in skills, and it should motivate quality effort throughout the career. At present, the career has suffered a demotion in remuneration and status, a loss of professional ethos, and a generalized reduction of effort as tenured professionals. 

A reconstruction of the public service career will require much more than changes in norms. This study confirms the need for specific normative reforms recommended in the past, to improve the standards and procedures for recruitment, evaluation, promotion and in-service training, as well as the need for a much more differentiated wage structure that rewards experience, performance and investment in skills. At the same time, our findings suggest that reform requires change on a broad front; isolated measures, such as across-the-board wage increases or teacher training programs, are not likely to succeed unless they are part of a broad package of measures aimed at restoring a career development path. A related policy implication is that normative reforms will not be effective unless they are accompanied by changes in the actual practices used in human resource management. This is because enforcement is likely to remain weak, especially in view of the gradual and poorly defined path that is being followed by the process of decentralization. In addition, the reform of monetary incentives must be accompanied by managerial changes that strongly boost non- monetary motivations. 

Specific recommendations related to public service career norms and to monetary incentives that continue to be valid are:

· Hiring standards and procedures that are centralized and demanding, and that are administered with a high degree of technical autonomy. As the predominant employer, and in the context of an excess supply of graduates in both health and education, the government has considerable power to impose recruitment standards, and to signal universities, institutes and students regarding a more appropriate syllabus for public service. 

· A revised wage structure that restores significant wage differentials for experience, skills, performance and administrative responsibility must be built jointly with a performance evaluation system. To soften the additional fiscal burden, this could be (a) done gradually, (b) substitute at least in part for across-the-board wage increases, and (c) be accompanied by other administrative reforms that reduce waste and corruption in the social budgets. 

· A moderation of tenure to facilitate transfers between locations and firing on disciplinary grounds and for extreme performance deficiencies, as proposed in the government’s Teaching Career Law proposal.

· Training programs, scholarships, and other incentives should be tied to career advancement and performance evaluations.

· Enforcement of these specific recommendations will not be possible without a substantial improvement in the information available to monitor performance and to support well-informed managerial decisions. At present, personnel data is incomplete and unreliable, lacking information on providers profiles, numbers and current posts and contractual conditions. An effort should be made to create a new personnel information system.

The current Teacher Career Law proposal contains provisions that go some way in the direction of an appropriate and integrated policy effort. The more difficult agenda, however, is related not to norms and pay scales but to managerial practices as they bear on the enforcement of norms, on efficiency and waste, and on the generation of non-monetary motivation. The wide spectrum in performance across establishments suggests that there is a potentially high payoff to better management and more attention to non-monetary motivations, issues which should be at the center of the research agenda. In particular, we propose further research on the components of non-monetary motivation identified in this study, such as professional pride, a sense of responsibility, the pleasure of human interaction, solidarity, team loyalty, patriotism, and other sources of non-monetary satisfaction. A second area for research relates to the prevalence of informal and corrupt practices and the lack of compliance with central norms. 
3. Authority and Management

Our findings suggest a need to review and reformulate the structure of authority with respect to human resource management. The following are tentative considerations that could be the basis for further research.

· Establishment directors have wide latitude for performing very well or very poorly – despite, rather than because of the norms. School and hospital directors are extremely restricted by tenure rules for their staff, a lack of voice in hiring, minimal budgets for non-personnel expenses, activist unions, unfriendly judges who freely admit accusations by disgruntled parents and teachers and aggressive parent-teacher associations. Yet, simple observation, interviews, and the systematic study of Fe y Alegria schools and CLAS clinics all indicate very different performance under those restrictions. Good directors use leadership skills, bend rules, motivate staff, organize activities, raise community funds and successfully handle multiple sources of pressure. These differences in performance by directors, though difficult to research due to the variety and subjective nature of factors at work, should be studied more systematically across a greater variety of establishments. The implication is that better choice and management of directors, greater financial incentives, and a freer hand for directors could lead to substantial productivity and quality gains, even without major changes in the norms. 

· Middle level managers increase their limited formal authority with de facto authority which they obtain from two sources: self-financing, and short term contract hiring. In each case managers expand their freedom to spend and to manage human resources, and much of the initiative displayed by the best managers derives from the use of those de facto resources. However, self-financing, which is mostly from fees, works against the poor, while contract hiring undermines professional ethos by creating a two-tier employment system and by excluding contract workers from key aspects of the public service career. A thorough reform of the public service career should probably seek a mid-point between the overly rigid tenure of appointed personnel (“nombrados”) and the complete absence of security and benefits of personnel under contracts (“contratados”). At present, managers are losing authority as more and more professionals are granted full tenure. CLAS clinics, in particular, are losing much of the managerial flexibility as their staff becomes increasingly tenured. 

· The value added by mid-level management, in UGELs and DIRESAs, needs to be evaluated by educational and health management experts. Their work should do much more in the way of classroom and clinic observation, constructive supervision and one-to-one advice, as distinct from their current emphasis on mechanical control functions based on checklists of formal requirements and on group training courses and seminars. 

· Unions have an inappropriate degree of authority and are major obstacles to reform. SUTEP in particular uses national and regional strikes to impose its group interests and political agenda at the policymaking level, and a network of local union representatives to police and bully mid-level managers at the establishment level. The government shares a responsibility for this undue authority: it strengthens the hand of SUTEP by imposing a payroll deduction of union dues, and by financing the local level activities of union activists through paid leaves. In the case of SUTEP, government facilitation is even more questionable given the open association between SUTEP and a political organization, Patria Roja. The union agenda works to undermine efforts to evaluate teachers, expand the security and room for indiscipline of professionals, rather than public service objectives. Yet, as recent surveys have shown; there is substantial support by public opinion for a policy of evaluation and greater discipline in the case of teachers.

4. Right Fit for the Poor

The particular needs of the poor – language, culture, inability to pay to obtain access, local economy and life schedules, geographical location and access to alternative providers – have played almost no role in the selection, nor education nor motivation of teachers and health professionals in public service. Much less is there evidence of a preferential concern for the poor or of the acceptance of a policy of affirmative action that consciously accepts the greater cost of providing service to rural, dispersed and culturally different users. Minor efforts in that direction have existed, such as bonuses for teachers and health workers in rural service, literacy programs and rural education programs, and the short-term labor provided by SERUM health professionals. The great majority of providers remain poorly prepared or motivated for service for the poor. SERUM, though it probably increases the number of health providers in rural areas, does so with the greenest and mostly unwilling professionals. 

The policy implication is that a major re-examination of the way in which teachers and health human resources are educated, selected, prepared, backed up and motivated to serve in poor areas is required. Service delivery to the poor will not change substantially with isolated measures, if they are not accompanied by a substantial and poverty-oriented redesign of the entire public service career. But a supply side initiative, even one that consists of a highly integrated package of measures, is unlikely to go far if it is not accompanied also by an increase in user awareness and voice. In that regard we also recommend a strong non-governmental monitoring and evaluation initiative with a particular emphasis on fuller documentation and dissemination of service deficiencies for the poor. 

II. Introduction and Context

1. The Nature of this Study
This paper discusses the role of human resources in the delivery of public social services in Peru. The focus will be on teachers, doctors and medical support personnel, and the main question is how to achieve more and better service delivery from those resources, in particular for the poor. This paper is part of RECURSO PERU project, a multi-sectoral study of public social service delivery and so is designed to complement sector-specific papers on education, health and social protection sectors. The conceptual framework uses as a starting point is that proposed in the World Bank’s 2003 World Development Report, stressing the role of accountability and client demand. 

2. Methodology   

The study was carried out in two stages, between May 2004 and August 2005. The first stage, through October 2004, involved the preparation of a concept paper based on a literature review, data collection and 56 interviews that included teachers and doctors but mostly officials and experts, all in Lima. This preliminary research led to three hypotheses that were outlined in the concept paper and became the subject of research carried out in the second stage of the study. The major hypothesis was that declining real wages had set off perverse behavioral responses and interactions between human resources, their unions, the government and clients, producing a state of unsatisfactory service performance described here as a low level equilibrium. The second and third hypotheses were that the above process had aggravated the anti-poor bias and the overall inefficiency of service delivery. 

These preliminary findings were further studied during the second stage, between November 2004 and August 2005. The research design for this second phase reflected two major difficulties identified during the first phase. One was a severe lack of reliable and consistent current and past official data on basic profile variables, such as numbers of professionals employed under each type of employment contract, remunerations including a variety of bonuses or payments from different sources, age, sex, measures of performance, years of service and training received. 

The second obstacle identified in the initial stage was the existence of major discrepancies between the rules of human resource management and actual practice, along with the presence of hidden and or illicit practices that would not be revealed by standard survey techniques. The methodology adopted therefore was based mostly on field work and a relatively small sample of in depth interviews. The interview results were complemented by data from a substantial literature and large scale surveys on teachers, and a more limited literature on health professionals. 

A total of 266 persons were interviewed in 121 individual meetings and 28 focus groups, the majority by the authors of this paper and others by a sociologist hired to study unions and by three research assistants. The interviews included 100 teachers, 21 doctors, 16 other health professionals, 25 school principals, 3 hospital directors, 4 union representatives, and 13 experts. Of the total, 73 were government or former government officials. The selection of interviewees was purposive in that we relied on introductions and references from personal contacts to increase the likelihood that informants would be candid. Also, we sought to ensure a degree of diversity by choosing a variety of locations and participants. 

All field work was done in the urban, urban marginal and outlying rural areas of Lima, Cusco, Trujillo, Huamachuco and Ayacucho. Interviews lasted between one and three hours. The approach was semi-structured; after explaining our research interests, we allowed participants to raise the most important issues in their own perspective, especially in relation to sensitive topics such as coping behavior and corruption. 

3. Role of Human Resources 

Careers matter in public health and education delivery for two reasons. One is that those services require professionals who make a substantial educational investment in specialized knowledge. The financial and motivational commitment is especially large in the case of health professionals and requires continuous updating. In practice, this investment is a lifetime choice based on long term expectations regarding the conditions of employment, including not only remuneration and prospects for income and professional growth but also place of work and compatibility with family choices. Career commitment also matters because “output” in these sectors is highly qualitative, hard to measure, and hard to control under any employment compact. Inevitably, performance by human resources in these activities is determined to a large degree by non-monetary motivations and sources of satisfaction, such as professional self-respect and social commitment, in other words by the more complete set of motivations that distinguish a career from less committed forms of employment. This section identifies and describes the main categories of service professionals working in public education and health, types of establishments, contractual arrangements and lines of authority. 

4. Profile of Human Resources
a. Service Providers

Service providers in education include teachers, school principals and volunteers (promotores de educación). In 2004, MED reports that 297 thousand teachers and principals were working in the public education system at the preschool, primary and secondary levels, serving almost 7 million students. The number of volunteers, who mostly work in primary school without compensation or for tips, is not recorded. Also, it is not clear whether teachers hired and paid by local communities or municipal governments are included. Information regarding age, educational background, and other specific features of education service providers is either unavailable in Ministry records, or unreliable and not updated. At the aggregate level, we only found an indirect indicator of teachers’ educational background and their geographical distribution (See Table 2.1 below). Thus, in 2004, more than 80% of teachers possess a pedagogical degree in urban and rural areas. However, note that a pedagogical degree is not necessarily an indicator of the quality of teachers’ educational background, since many deficiencies have been found in the establishments which formed teachers, as will be explained later.
Table 2.1. Education: Geographical distribution of teachers 
[image: image1.emf]Table 1. Education: Number of teachers with and without Pedagogical Degree (PD)

Rural 82,797 81% 18,863 19% 101,660

Subtotal Urbano 162,705 83% 33,079 17% 195,784

Urbano 104,927 84% 20,343 16% 125,270

Urbano Residencial 10,483 82% 2,295 18% 12,778

Urbano Marginal 25,601 82% 5,635 18% 31,236

Asent. Humano  o Pueblo Joven 21,694 82% 4,806 18% 26,500

Total (Urbano + Rural) 245,502 83% 51,942 17% 297,444

PD: Pedagogical Degree

Source: Estadísticas Básicas de la Educación, 2004. Ministry of Education

Sector With PD

Without 

PD

Total % %


In 2003, there were 247,056 appointed teachers representing 84 percent of the total number of public teachers, while the remaining 16 percent had a fixed contract. This percentage is greater than that of 2001, when 78 percent of teachers had a permanent contract.
 

Health service providers are: doctors, nurses, obstetricians, technicians, other health professionals, SERUM workers and volunteer promoters. Their geographical distribution is heavily skewed to Lima and urban areas: 58 percent of doctors work in Lima. Nurses and other professionals are more evenly distributed, with 42 percent in Lima (see Table 2.2). 
Table 2.2. Health: Geographical distribution of health professionals 
[image: image2.emf]Total %

Lima Region

Administrative 4,818 43%

Physicians 5,156 58%

Nurses 2,586 37%

Other technical staff 16,255 43%

  Total 28,815 44%

Total Other Regions

Administrative 6,409 57%

Physicians 3,688 42%

Nurses 4,403 63%

Other technical staff 21,923 57%

  Total 36,423 56%

Total of the Country

Administrative 11,227

Physicians 8,844

Nurses 6,989

Other technical staff 38,178

  Total 65,238

Source: Human Resources Department, 2003. Ministry of Health.


The SERUM program was created in 1997 in an effort to improve delivery to poor and rural areas.
 Under this program, young health professionals are contracted for a year, and assigned to a previously uncovered area. In 2004, the SERUM offered 848 posts of which 40 percent were assigned to doctors. Volunteers or promoters are community members who at most receive a tip. Their work combines monitoring and signaling health needs to staff at nearby clinics, and providing elementary medical assistance. 
b. The Establishments
Teachers work in a variety of establishments, but mainly in schools and Grandes Unidades Escolares (GUEs). Other teachers and former schools directors work in UGELs (Unidad de Gestión Educativa Local), DIRESAs (Dirección Regional de Educación) and MED as administrative officials. UGELs are decentralized implementation units with some degree of administrative autonomy and provincial jurisdiction and DIRESAs are specialized units under the supervision of the regional government.

Health establishments are classified in four levels according to different types of service. Among doctors, there are strong preferences for working in establishments with higher levels of specialization and for being the manager of any establishment given the associated prestige and reputation, particularly in Lima.

The first level attends primary health care and includes health centers, health units (postas) and CLAS establishments (Comunidades Locales de Administración Compartida de Salud). Postas are mostly in new “quasi-rural” population. The second level includes small hospitals with some degree of specialization, but only at the third level, there are complex and technological procedures, including surgery and hospitalization. The fourth level covers those hospitals which are highly specialized and with high cost procedures. 

Health professionals also work as administrative officials in Health Directorates (Direcciones de Salud, DISAs), Health Network Directorates (Direcciones de Redes de Salud, DIRESAs) and the Health Ministry (MINSA).
     

c. The Contractual Arrangements

Education and health service providers can be employed by the government under a variety of legal regimes and with a wide dispersion in salaries for similar tasks. Some are hired on a contractual basis in non-permanent positions. Those in permanent positions enjoy high degrees of job stability. 

The Civil Service Law (DL No.276) and its regulation (Reglamento de la Carrera Administrativa, DS Nº 005-90-PCM) is the legal framework for permanent appointed positions (nombrados) and temporal positions under specific contractual agreements with the government (contratados). However, the Private Labor Code (DL No. 728) is also used for temporary contracts. Establishments in both sectors have long resorted to temporary contracts. The practice increased during the nineties, due to a ban on hiring into permanent positions, but the trend since 2000 has been to a reduction in the proportion of contratados. 
In each sector, the Civil Service Framework has been either circumvented or substituted by a series of specific norms and regulations that have also created many exceptions and gray areas, under which establishments usually recruit, select and hire mostly guided by de facto practice than by law. For these and other reasons, the management of human resources within establishments and its supervision by central authorities have been very difficult. In the case of contratados, hiring is not subject to any required recruitment and selection civil service procedures and is for a specific period. Nombrados enjoy high job stability and benefits associated with the civil service career—including leaves of absence, severance payments and pensions—that non-appointed personnel do not receive.  

Most education service providers are also ruled by specific career regulations such as the Teacher Law (Ley del Profesorado, Ley 24029, 1984; modified by Law 25212 of 1990, and its associated norm DS 19-90-ED (1990). Education service providers are ruled by the Civil Service Law as long as it does not oppose what is defined on their specific career law. 
Health professionals work under a greater variety of contracts, including special regimes for SERUMs, and CLAS workers.  In addition, career conditions differ and are defined in specific laws for doctors, nurses, obstetricians, and other professionals
. These specific laws are applied for all the career aspects that are not considered in the Civil Service Law.  
III. Low Level Equilibrium
This section examines the causes of the low quality performance of education and health professionals. The starting point for the analysis is the decline in government wages that began during the seventies. The argument centers on the subsequent responses and interaction of each of the key actors involved, providers, unions, government, and service users. Employee unions played a particularly active part. Unable to prevent wages from falling, they focused successfully on an agenda that, in effect, has allowed professionals to compensate their low wages through second jobs, for instance, by making job tenure more rigid, and reducing hours and work discipline.
Successive governments played a relatively passive role, neglecting civil service provisions and other norms designed to ensure career development and quality in work performance, changing payroll rules to de-link performance from remunerations, and acceding to union demands for exaggerated tenure rights. For most clients, especially the poor, the resulting decline in service quality has not been visible. Instead, public demand focused on visible inputs, notably the construction and staffing of more and more schools and clinics. In this context, education and health professionals were allowed to compensate for falling civil service wages by resorting to second jobs and other coping strategies which, in effect, severely compromised their public service careers. The process thus developed into a spiral of declining quality and effort, in which responses and interactions have produced a situation that could be described as a low level equilibrium. 

Though the long run results are perverse, the process is driven by the rational self-interest of each of the main players. Providers have adjusted to low wages by developing parallel careers. Union leaders provided a facilitation service by pushing for and obtaining contractual terms that reduced work obligations and government capacity to enforce discipline. In exchange, union leaders have been able to take on a life of their own pursuing a radical political agenda. For both government and unions, accountability to the general public is weak while the opportunity for political gain is large. Their interest does not lie in better quality or better coverage of marginal groups with scant political voice, but rather with the political mileage gained from wide-scale patronage (enjoyed by union leaders as much as by the authorities) and from payroll deductions of union contributions in the case of teachers. 

Poor pay and lack of incentives, in turn, tended to degrade and demoralize these professions. The loss of self respect may have been as damaging as the fall in monetary remuneration. Because quality is hard to measure or control in service jobs, and because the clients of social services have few choices, to a large extent performance is at the mercy of professional pride and personal commitment.
 A recent study by the Organismo Andino de Salud points out that the loss of self-image and discontent amongst doctors is an international trend.

Other elements reinforced this downward spiral.
 Repeated efforts to reform were hampered by the ceaseless change of authorities and rules, the excess perfectionism of norms, and the vulnerability of officials who innovate. The institutional setting is markedly inimical to good public sector management, perhaps even more than to private business. A second factor was the nature of Peru’s labor market, in which three of four members of the labor force are self-employed or are relatives or employees in small family firms, and for the most part work outside the law. It is a labor market that easily accommodates teachers and doctors seeking part time or flexible working arrangements, as employees or as small businesses, to supplement their government salaries. 

The government, in turn, adapted to the administrative limitations created by job tenure and fiscal poverty by resorting also to informality: many teachers and doctors are hired as short term or contract workers, thus evading its own payroll taxes and benefits. In this way it gained some room for improved management, rapidly expanding primary health delivery during the nineties for instance, but created a two-class public labor force. Finally, the general public accommodated to the falling quality of public services by resorting more and more to private suppliers. Elites, in effect, opted out of public schools and health establishments, thus removing themselves as stakeholders.

This historical interpretation is elaborated and documented below. The process has differed between education and health workers, and the evolution has not been linear. The role of SUTEP is far more visible and consistent over time than that of health worker unions, which are fragmented and were far less active than SUTEP during the nineties. The process has also had phases. The most recent, since 2000, has seen government conceding major benefits to teachers and medical worker unions. Wages have risen substantially, contratados have been granted tenure, and tenure has become even more rigid. 
This section reviews the basic causes that have driven the downward spiral, and then examines and documents the behavior of each of the key players, providers, government, unions and clients. The outcome is summarized in terms of the way in which the career and service delivery to the poor have been negatively affected.  
1.  Causes of Downward Adjustment

The low level equilibrium has been produced by four underlying causes: the trigger was a drop in wages; the adjustment path was shaped by weak government enforcement of contract discipline, weak self-defense by clients, and professional demoralization. 

a. Wage Decline. 

Over the last four decades, successive governments have responded to public pressures for the expansion of basic social services. School enrollment grew substantially, first in primary, later in secondary and university establishments, while the coverage of public health services was extended in both urban and rural areas.
 The last three decades, however, have been years of economic recession and fiscal contraction, and expanding coverage was in the end financed by falling public sector wages. The secular decline followed a cyclical trend around successive fiscal crises, periods of high inflation, and electoral recoveries. The fall in government capacity to finance social spending was especially deep and lasting from 1983 on, breaking the trend of strong and rising social spending that had lasted since the fifties. 

This is evident from the per capita public consumption spending figures shown in Table 3.1 below, and which serve as an indicator of fiscal capacity to spend on social services. Between 1959 and 1982 public consumption rose strongly, at an average annual rate of 3.4 percent, and much of this was used to finance a substantial increase in the coverage of both public education and health services. Public school enrollment rose at 6.2 percent p.a., the number of teachers at 5.4 percent p.a., and the number of doctors at 5.4 percent p.a., all well above the 2.8 percent annual rate of population growth. During those years, wages fluctuated at levels two to three times higher than current levels. From 1983 to 2002, however, fiscal capacity began a long decline, causing public consumption expenditure per capita to drop at an average annual rate of 1.0 percent. The impact of this adjustment fell almost entirely on teacher and health wages, as governments continued to accept growing school enrollment demanded by a rising population, as well as the demand for larger health coverage. The number of teachers, in fact, grew at 3.1 % p.a. between 1982-2002, even faster than enrollment (1.9%), bringing about a reduction in average class size. 

Table 3.1. Indices of Fiscal Capacity and Social Service Coverage 
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Public Consumption spending 100 407 428 6.3 0.3

Population 100 189 277 2.8 1.9

Public Consumption Per Capita 100 215 155 3.4 -1

School enrollment 100 398 575 6.2 1.9

Government teachers 100 338 628 5.4 3.1

Government doctors 100 333 387 5.4 0.8


Sources: Central Bank annual reports. MINSA. MED. 
The long term wage decline for public sector teachers and health professionals is the starting point for this analysis. However, wage trends are poorly documented in both sectors. The most complete series are based on official scales rather than on observed payments. Household survey data is relatively recent and does not provide much detail on the relation of wages to occupational specializations and histories or to employee profiles. Personnel records are incomplete and unsystematic in both ministries, with most information available only at mid-level administrative units in different degrees of completion. During the nineties, efforts began in both health and education ministries to systematize payrolls using computer databases but much historical information has been lost. Nonetheless, there is a consensus view that wages have fallen substantially, and it is most clearly documented for teachers. The decline shown by wage series based on official norms was confirmed in our interviews with older professionals in both sectors. Piecemeal evidence from a variety of sources is presented in Chart 3.1 below. 

Chart 3.1: Real Wage Trends for Teachers, Doctors and Nurses (1970 – 2004)
(December 2001 new soles)
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b. Weak Enforcement. 

We identify three reasons for weak enforcement of contract discipline by the government: de-legitimization, normative ambiguities, and clientelism and corruption. 

(i) De-legitimization. 

The government’s failure to honor its contract obligations, as inflation ate into real wages, has eroded the legitimacy of work discipline. Legitimacy was further undermined by blatant administrative inefficiency, clientelism and corruption. The government lost moral authority for enforcement and the demands of providers and their unions for the loosening of work discipline were legitimized. Union organizations were greatly strengthened by employees’ sense of indignation. Even the Colegio Medico del Peru, which in previous years had devoted itself principally to matters of professional standards and to the provision of benefits to its members, refocused itself toward issues of compensation. The sense of injustice and of a right to cut corners or find other forms of redress pervades educational and health establishments, as is illustrated in the following statements obtained in interviews:
The director of large hospital in Lima: 
By 10:30 am most of my doctors have skipped out to their second or third jobs. But, how can I demand [compliance] when I know that on their salary they can’t make ends meet.

His own work day began with one to two hours of attention to private patients before the start of his day at the hospital, and included lecturing in the evening, draining time and energy from the extraordinarily demanding requirements that go with being the director of a large hospital. On the same lines, a school director in a poor district in Lima said 

One must be tolerant. It is difficult to demand that teachers attend training programs because it would require them to sacrifice their extra jobs. And often I am unable to coordinate with my teachers because when the 1:00 bell rings they rush off. Work discipline is lost. 

Another school director said that

Coordination and planning problems were particularly acute at the start of the school year in March when many of my teachers have to attend coordination meetings in their private school jobs. 

(ii) Normative ambiguities. 

A second obstacle to enforcement is the confused, often contradictory, ever-changing normative framework for human resource management in both sectors. Normative ambiguities and disorder open up space, and indeed create a need for bureaucratic discretion and informality. Actual practice is thus hard to monitor and is often at variance with normative intent. The overall effect has been to weaken central authority and to encourage creativity by resourceful administrators and politicians seeking ways to attenuate the drastic fall in wages within their own establishments, regions or sub-sectors. Disorder is aggravated by a judicial system which undercuts the efforts of directors to impose discipline. Administrative actions are paralyzed and often reversed when employees resort to the courts, accusing directors of “abuse of authority.” Diaz and Saavedra (2000) found that public school directors rarely succeed when they try to fire or change a teacher: of 57 directors interviewed, 32 had attempted but only 3 had succeeded. By contrast, in private schools one third of such attempts succeeded
.

Administrators are forced into defending their decisions in the courts, which has enormous costs in time, legal fees and worker relationships. Most directors interviewed for this study, for instance, had faced legal suits. In one UGEL, the newly appointed director discovered a backlog of 2000 administrative accusations. Another reported finding a similar number, including legal suits and death threats addressed to himself and his closest collaborators. 

The cumbersome legal framework and propensity for informal de facto practice is a source of constant managerial confusion, as illustrated in many interviews:
UGEL official in sierra town:

The appointment of a school principal is based on a public competition held by UGEL. But the selection is made in Cuzco at the Regional Education Directorate. However, the final appointment is made in Lima at MED. Thus, UGEL in practice is not responsible for the selection. However, this is a recent procedure, and the Cuzco Regional Educational Directorate sometimes attempts to make the final decision and to communicate that decision to Lima. 

Director of Teacher Training Institute in sierra town: 

The final decision over appointments was made at UGEL, which is the supervisory authority. However, often principals have to report to both UGEL and the Regional Education Directorate on the same issues, which makes it very difficult to manage even school schedules”

Nurse in charge of sierra clinic:

My condition as an appointed nurse makes me subject to two and even three lines of authority in regard to human resource management and to the general administration of the establishment. Sometimes, I have to devote extra hours to comply with regulations from DISA, DIRESA and the Micro-Red. They asked me to fill out forms on the same subject and sometimes contradict each other on particular decisions.

DIRESA Assistant Director:

We have many problems related to human resource management and supervision as a result of the two different types of contract under which they work. Yet we apply civil service rules to contract workers. We require them to perform like appointed staff yet they do not receive the social benefits received by appointed workers. We have even more problems with appointed staff, they are very lazy. When I was director of the Red Norte I had to transfer appointed doctors out of one establishment so that I could take on contract doctors, and that way the establishment worked better.

President of a CLAS:

DIRESA opposes the CLAS because it wants to control the selection and appointment of human resources. The law says that we are entitled to hire but [DIRESA] denies it. The previous manager was chosen and appointed by DIRESA and we had to accept. We cannot touch appointed staff members in the CLAS, they are the sacred cows of the establishment. We have not participated in recent appointments of doctors for the CLAS and that has affected us financially. We are also affected because DIRESA is allowed to lend out appointed doctors to other establishments and so we lose personnel. DIRESA wants to manage CLAS staff and the reason boils down to what the director of DIRESA told us, “if we don’t give him positions he won’t give us authority.”

Manager of rural CLAS

There are many legally undefined areas when it comes to managing human resources. DIRESA wants to influence not only the appointments but also our choice of contract workers. In several cases of hiring a contract worker I have invited DIRESA to participate, even though it was not legally required. When we pay out of our own resources, the law says that we do not need DIRESA authorization, but they require it anyway. In fact, if we want to extend the schedule we have to ask permission from DIRESA

(iii) Clientelism and corruption. 

A third cause of weak enforcement is widespread clientelism and corruption: authorities deliberately ignore norms and good work practices for political and personal advantage. For politicians, union leaders and bureaucrats, 300,000 public education and 65,000 public health jobs represent a rich lode of vote-buying, political funding, corruption and simple opportunities for personal favors, all the more so in a societal context characterized by a scarcity of political and social organization, and an excess supply of secondary and university level graduates.
 It is no accident that through successive governments, public education, the largest and best organized of these bodies, has suffered from a consistent neglect of real reform. Reforms have been announced repeatedly, and often launched, but little change has been achieved. The most obvious victim of clientelism and corruption has been compliance with recruitment and evaluation norms. 

In both education and health, we heard frequent examples of political appointments, especially for administrative posts. One “teacher” was actually a washerwoman with political connections. Tenured teachers are often linked to the excessive claims faced by directors for “abuse of authority” and are protected by SUTEP to fight for their rights when they are sanctioned. The control exercised by politicians over appointments in both education and health establishments is illustrated in one region where two political parties, APRA and Peru Posible, have a sharing agreement, with each party appointing establishment directors in specified districts. The political competition extends to different factions of APRA, with each faction vying for control of the main regional hospital. 
In addition, the regional teachers union, which maintains a highly critical and aggressive public stance vis a vis the government, negotiated a private agreement with local education authorities which establishes a monthly payroll deduction of three soles earmarked for the union, whether or not the employee is affiliated. Union representatives frequently intervene at the establishment and regional level with respect to appointments, reassignments and disciplinary actions. SUTEP is said to control directors in many schools, however the union’s influence varies a great deal across establishments, and to a considerable extent works through the local UGEL; directors have more scope for imposing discipline when the UGEL is not controlled by SUTEP. 
In another region, a history of strong political control by one party (APRA) coincides with the scarcity of CLAS health establishments, which delegate to a local community the management of primary health delivery in that area and thereby remove personnel decisions from the hands of bureaucrats, politicians and union officials. 

Corruption is also rife. It was mentioned repeatedly in interviews in both health and education sectors, in all cases at the initiative of the interviewee, since our policy was not to raise the subject. One doctor, now working for an NGO, recalled that he been sent to a northern province during the nineties to establish an evaluation-based hiring process. The system he found, he said, was simply a business.

Some guy would arrive, and buy the job. His first monthly salary, he would agree with the official, “is for you.” Some women offered sex for the job. Having established an evaluation procedure, and turned down a lady in his office, the woman showed up at his house. It was a hard decision, said the doctor, because “she was stunning. And I’m only human.” A friend called him up to complain about the new procedures saying, “Hey man, you’re ruining the market.” The doctor was soon fired by the regional health director. 

An interview study by Lorena Alcazar and Raul Andrade, of induced demand and corruption in Peruvian hospitals, reported that 36 percent of doctors admit to knowing cases of “irregularities” in their institutions, while 21 percent consider that theft is very common.
 Patronage and corruption are, quite obviously, huge obstacles to any effort to establish a culture of merit-based appointments, promotion and salaries. 

c. Weak Demand 

The “amount” of education or health service provided is essentially a matter of quality: a schoolroom and a teacher may be necessary inputs to produce education, but the output from that resource package can vary enormously, and the same is true of health output. However, the demand for public health and education services has been expressed, and understood by the public, largely as a demand for inputs – for the physical availability of clinics and health professionals and of school buildings and teachers. One reason is that until a few decades ago schools and health facilities did not exist for a majority of the population so the need for service was naturally conceived above all as a need for the physical instruments of delivery. A further reason is that quality in education or health is opaque, even to the professional eye and certainly for most users of public services. 

Attention to quality has been growing: we recorded complaints from villagers that they had learned to read earlier than their children; PISA is widely known; and allegations of medical malpractice and signs of returning epidemics are steady fare in the media. Greater awareness of quality is understandable in that the physical requirements of service have been satisfied to a large extent, especially in the case of schools, but it is also the result of increased media exposure, surveys, and increasing urbanization. Growing resort to private education in urban areas is perhaps the clearest evidence of concern with quality. Nonetheless, for the most part and until recently, clients have not been aware of quality in the education and health services provided by government. This failure to perceive true output facilitated an adjustment to lower wages in the form of a reduction in service provision. 

Professional bodies have not filled this gap in public perception by acting as watchdogs. The most visible and venerable institution is the Colegio Medico del Peru, which however admits and certifies doctors without examination or independent standards, in effect endorsing the recent multiplication of low-quality university medical faculties. Most of these faculties lack the resources or will – many are essentially businesses – to train doctors adequately. The Colegio recently approved a voluntary, quinquennial recertification requirement for practicing doctors, but shows no signs of adopting a strong, quality-oriented professional role. The parallel organization for nurses, the Colegio de Enfermeras (Nurses) plays a similar role, acting more as a union and benefit society than as a professional guardian. Teachers lack any such organization. The profession, rather, is dominated by a powerful union, SUTEP, which is openly antagonistic to evaluation, merit-based wages and other measures necessary to raise teaching standards and performance. 

A long view reveals considerable change in the demand for public education. From the late nineteenth to the mid-twentieth century education was a political banner, closely associated with visions of productive and democratic modernization and of national integration, and with a diagnosis that identified the backwardness of the nation with the “state of its population,” and ¨the immense mass of ignorant and impoverished mestizos.
 But over this period schooling spread slowly; landlords and local elites actively opposed it, and the majority of the population, still tied predominantly rural, did not yet see in schooling a realistic investment, or even saw teachers as one more form of abusive elite. 
Much later, in 1949, a member of the Cornell University anthropology project, arriving at the mountain community of Vicos found that a primary school had been in operation during nine years but he was unable to find a single child of primary-school age who could read or write. In any single year the total school population had never exceeded fifteen to twenty pupils out of a possible 350. An account of this project states that mestizo teachers often treated the children as inferior and put them to work as servants and gardeners.

By mid-century, however, the demand for education had begun to explode. 

The common Indian population rapidly came to realize, to the point of exaggeration, that education was the key to progress. It was during the decade of the sixties that education began to figure as their principal demand. Before the lack of drinking water, health services, poor roads, it was the state of the local school, the bad teachers or the fact that the school lacked higher grades of primary, that was pushed to the top in their demands. The state, which had begun the century chasing campesinos to get them to send their children to school, ended up sixty years later, as in an act of vengeance, chased by them to get more and better education.

For some three to four decades, the government raced to satisfy that demand and to meet the logistical and budgetary challenge. The population did not only wait on government school construction. From 1959 to 1982 school enrollment grew at an average annual rate of 6.2 percent while the number of teachers rose at 5.4 percent. With the government freeze on hiring in the nineties, communities have been increasingly hiring teachers directly, with community or municipal funding. However, as noted above, it is only in recent years that “having education” is being understood in terms of much more than having a schoolroom and a teacher and, eventually, a certificate. The business of APAFAs (parent-teacher associations), for instance, is still almost entirely devoted to the maintenance and improvement of physical infrastructure. 

In the case of the demand for health, quality is perhaps even more opaque.  Users rely heavily on beliefs tradition and reputation, which are created by external signs that correlate poorly with actual quality. At the same time, the demand for curative health is far more urgent than that for education. This urgency, together with the inability to perceive quality perhaps explains why users across the income spectrum are far readier to turn to private providers, and also why there is little check on the real quality of government provision. 

d. Demoralization

Service workers respond to monetary incentives and to managerial enforcement. However, in large part their performance depends on non-monetary motivation – professional pride, a sense of responsibility, the pleasure of human interaction, solidarity, team loyalty, patriotism, and other sources of non-monetary satisfaction. It is not surprising therefore that unsatisfactory service performance has been associated not only with falling wages and weak discipline, but also with demoralization, a loss of ethos and a sense of being let down. 

Demoralization has several facets and is both a cause and effect of the low level equilibrium. One aspect is a loss of status or prestige: three or four decades ago teachers and doctors were “señores;” today they are a proletariat. A closely related facet is a loss of pride, of a sense of self-realization. This in turn is related to their sense of being pushed by circumstances into cheating on their professional obligations, by moonlighting and, in many cases, outright corruption. Finally, there has been a loss of ethos or service commitment. The most obvious cause of demoralization is the fall in real income, but other factors have contributed to this result. 

The drop in status has been a trend over several decades and was a running theme in our interviews. It was signaled in a 1974 study of schoolteachers by DESCO:

The truth is that the teaching profession has been losing its relative earnings capacity and its prestige.
 [Our underlining]. 

A school director said that teaching “used to be” a profession. It was not only a matter of money. Status meant that teachers wore suits. A doctor said

twelve years of studying to end up as a taxi driver.

Perhaps the most poignant reference to this fall in the social ladder appears in a 2004 study of the daily life of teachers, where the author observes how impecunious teachers can often be seen 

Lining up at the neighborhood charity restaurant (comedor popular).

The loss of image is associated with a loss of pride and self-respect and a term that we heard repeatedly was “frustration.” In 1999, the Colegio Medico del Peru expressed its concern and proposed a study of motivation of the subjective effects of the economic crisis:

The profession... is in distress, and feelings of frustration and dissatisfaction are associated with the loss of status.

Sigfredo Chiroque, an authority on the teaching profession, insists that the incentive system for teachers must look beyond wages, saying that teachers “need to be someone.
 

Malaise is aggravated by the sense of being pushed into a culture of moonlighting, makeshift work, cheating and in many cases, theft and corruption. A 1989 UNESCO study acknowledged the prevalence of moonlighting:

The teacher is frustrated when he realizes that he will not fulfill his earnings expectations .. His status falls and he works basically to survive … pushed into working in other occupations to obtain additional income. [Our underlining]. 

In 1988, the Colegio Medico also pointed the finger at moonlighting as a cause of dissatisfaction, in a proposal for a study on the Bio-Social Situation of the Peruvian Doctor:

From the beginnings of the eighties, the medical professional, so as to maintain his status, is required to work in a greater number of health establishments, forcing himself to work longer hours… accepting job situations that are not in keeping with his specialization and professionalism, including positions that are exploitative and of an ethically unsatisfying nature, either for himself or for the health system. 

The director of a large public hospital in Lima saw a loss of morality in the profession and attributed it directly to the economic pressures suffered by doctors. The early nineties crisis, he said:

taught us to obey the law of the jungle; every man for himself

The problem of isolation and lack of support was emphasized by the religious director of an Instituto Superior Pedagogico, who trains most of the teachers in a province in the sierra. He excused the deficiencies of those teachers saying that they had been abandoned by the state, getting no supervision, materials or retraining. This sense of not being backed up is also strong in the case of rural doctors and nurses. Even in urban establishments, chronic shortages of medical and teaching materials, and inadequate infrastructure and equipment create a similar perception amongst professionals of lack of support. 
2.  Reaction by Human Resources

Teachers and doctors work less, care less and seek alternative sources of income. Lower wages meant lower prestige and lower educational and personal standards for entrants into these professions. At the same time, extreme job tenure reduced the efficiency and quality of the labor force by making reassignment almost impossible, whether between locations or between specific placements. Discipline and motivation were undermined by rigid tenure laws and by the disconnection between performance and reward. 

We describe four principal responses to low wages: (a) individual workers adopted coping strategies centered on additional sources of income; (b) quality deteriorated as better students turned away from these careers, and emigrated from the public sector; (c) professionals found ways to supplement their salaries by raising fees and through misappropriation and corruption.
a. Coping through Second Jobs

Professionals responded to the loss of real wage and status in several ways. One was a second job. This alternative is especially accessible to doctors, who can easily obtain and treat private patients, but for teachers, part-time jobs in private schools or as tutors are also relatively accessible. This section will review the evidence on the prevalence, causes, and effects of multiple occupations. Other coping strategies include corruption, which is documented in Section II.2.c above. 
(i) Prevalence of multiple occupations

Our sources for this issue were, (a) three surveys of teachers carried out between 1998 and 2001; (b) the ENAHO 2003 household survey, (c) an anthropological study by Felix Anchi specifically on the issue of multiple occupations of teachers; (d) in-depth interviews by the authors of this study. The nature of these sources did not lend itself to a precise estimate of incidence. However, we deduce that, at the very least, over half of professionals in both sectors have a second occupation which is a source of additional income, and our best guess is that the figure is closer to two of every three professionals. 

Our estimate is higher than the figures reported by earlier findings of two surveys of teachers, one by Apoyo in 2001, which interviewed teachers outside of Lima; the other by Jose Rivero in 2002 was national in coverage. When asked whether they held a second job, only 15 percent said yes in the Apoyo study, and 14 percent in the Rivero survey. A third survey in 1998, limited to Lima, by GRADE, reported much higher figure of 41 percent holding a second job. Another source is the 1997 ENAHO which reports a figure of 31 percent. 

However, we believe that teachers underreport multiple occupations in sample surveys. Rivero (2002), makes the same point: “After consulting several opinions, it seems possible that some teachers inhibited themselves from giving real answers to this section of the questionnaire.”
 The most probable reason is that, in most cases, moonlighting implies some degree of cheating on the responsibilities of a full time public sector job, and is therefore an embarrassing and potentially risky admission. In addition, some hold two jobs simultaneously in the public sector, which is illegal. Also, much secondary activity, such as helping in a family business or tutoring students or a few hours a week of driving a taxi, would not be considered a second “job.” A third reason is simply that most respondents conceal incomes and sources of income when asked point blank, and for that reason the most reliable way to estimate incomes is via expenditures.

Table 3.2. Estimates of Prevalence of Multiple Occupations Held by Teachers
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job

INIDE 1980   20

Diaz and Saavedra 1998 (Lima)   41

APOYO 2001 (provinces; excludes Lima)   15

Rivero 2001   14

ENAHO 1997   31

Valencia-Webb   60-65


A different approach was therefore applied for this study: using data from ENAHO 2003, we compared the reported government salary of teachers and health professionals with the reported total expenditure of their households. The results are shown in Tables 3.3 and 3.4 below. As would be expected, family dependence on the government salary varies a great deal, partly because spouses and others contribute to household income, and partly because the professionals themselves have multiple occupations. 

In general, the degree of household dependence on the official salary is low if measured by the average ratio between teacher and health worker salaries and their household spending, 41 and 53 percent respectively as shown in Table 3.5: half or more of household income is covered by other sources. If looked at, not in terms of the average but of the situation of most professionals, the degree of dependence appears even lower. For the least dependent quartile, the salary covers only 22 percent and 24 percent respectively of teacher and health professional household spending; in the second quartile measured in terms of dependence, the ratios are 38 percent and 40 percent. Only one in four of these families have a high level –close to 100 percent- of dependence on the official salary. 

The ENAHO data suggest that multiple occupations are more common than reported by earlier surveys. A more definite conclusion requires a disaggregation of the contribution to household income from extra jobs and of the earnings of other working members. However, the small size of the sample, and the unreliability of responses to direct income questions as distinct from spending questions, mean that little additional certainty would be produced from such an analysis and that the issue of multiple occupations should be resolved rather using a larger study of service professional family finances. 

But the more important implication of the ENAHO data does not hinge on the incidence of multiple occupations. Independently of who in the family is providing the extra income, it is clear that work and career decisions of education and health professionals, such as location, schedule choices, investment in training, acceptance of administrative duties, will be determined not only by the government salary but also by the occupational requirements of other family members. 

Table 3.3. Government Teachers’ Salary as % of Total Household Spending According to Degree of Dependence on Official Salary 
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All 22 38 54 98

Lima 18 38 56 85

Provincial Urban 23 38 54 93

Provincial Rural 21 37 54 112


Source: ENAHO 2003. Total of 1,166 teachers.

Table 3.4. Government Health Professionals’ Salary as % of Total Household Spending, According to Degree of Dependence on Official Salary
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All 24 40 57 118

Lima 24 40 63 86

Provinces 24 40 57 119


Source: ENAHO 2003. Total of  111 health professionals.

Table 3.5. Average Net Monthly Salaries and Household Spending, in New Soles, (reported in ENAHO 2003)
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Teachers

Lima 736 2,364 31

Provincial urban 755 1,867 40

Rural 634 1,081 59

All 737 1,787 41

Health Professionals

Lima 1,665 4,009 42

Provinces     1,392 2,103 66

All 1,598 3,014 53


Felix Anchi, an anthropology student at the Catholic University, studied the daily life of primary school teachers in the district of San Juan de Lurigancho, an urban marginal area of Lima. Of 32 teachers, 12 were housewives with no other occupation. The other 20 had the following remunerated occupations: tourism, tutoring, union activism, teacher in private school, selling clothes, selling chickens, social worker in a jail, psychologist in NGO, administration of parents’ properties, administrative work in a church school, administration of a small market, wine business, tailor, photographer, taxi driver, seller of gold jewelry, seller of cosmetics, clothes business, shoe sales, computer services. Of the 32, 25 were women, most of who lived with a man who supplemented the family income. 

In addition, some of the teacher “housewives” had occasional jobs carried out at home, such as tutoring. Anchi notes that teachers tend to have professional and social skills that allow them to take up different professions, including politics and community work and so often it is teaching that becomes their second or complementary activity.
 A major study of the teaching profession by GTZ reported that half of all those who train teachers in universities or ISPs have second occupations: future teachers are thus introduced by the example of their mentors into the multiple occupation world of teaching.

The issue of multiple occupations was touched on in almost all interviews. 

Director of Human Resources in a large Lima public hospital: 

Doctors don’t want to hear that they have duties as well as rights. They don’t respect their schedule, they punch their timecards and then leave, they skip duty whenever they feel like it, and they don’t even work their full six-hour shift. They come for short spells, they prefer to teach at university. Out of 100 nurses, 80 manage to get sick certificates and skip work.

Rural anthropologist, university professor, did several studies of rural teachers: 

It is not feasible for rural teachers to have a second teaching job, but they engage in non-teaching work, for instance, owning a small farm, a store, in one case, a teaching couple sold alcoholic beverages.

Psychologist, university professor, research on urban marginal schools, married to doctor: 

Many teachers have second jobs, some as teachers and some as taxi drivers, etc., but when asked they do not admit that other job because they know that it compromises their official work. Public sector doctors tend to have private patients who they sometimes attend inside the public establishment. 

Doctor, directed SERUM (rural health service) program, university professor: 

The public service job suffers because medics work in other jobs to supplement their income, but the official job helps the doctor to get patients and provides many opportunities for corruption.

Director of Pedagogy in Lima UGEL in middle class neighborhood, 33 years experience: 

When taken to task for not meeting schedule or targets, teachers reply that they do meet targets in their private sector jobs, which pay better.” 

Doctor in provincial town in sierra, works in hospital with 14 doctors: 
All our doctors have a private practice.

School director, new urban marginal district Lima, 33 years experience: 

The teachers in my afternoon shift have three jobs – teaching, driving taxis, and a family business. For a teacher with children it would be a luxury to have only one job.

Director Fe y Alegria school with mostly women teachers, in very poor Lima district: 

Of my 20 morning shift teachers, 7 have a second job; of 28 afternoon teachers, 16 have other jobs.

Pre-school teacher in provincial town: 
In my pre-school, all six teachers have no other paid occupation, but all of us are women and mostly married. But most teachers in this town have commercial activities and rural teachers generally own a small business.

Director large Lima state hospital: 

All my doctors have a second or even a third job.

In sierra rural school: 

Director: “I have no time for another job because I direct and also teach classes.” 

First Teacher: “In the afternoon I have a carpentry shop in [the town nearby].” 

Second Teacher: “In the afternoon I work as an announcer in a radio in town.” 

(ii) Reasons for multiple occupations

The obvious motive that drives professionals into multiple occupations is immediate financial need. However, extra occupations serve professionals in ways that go beyond short term need. Three such functions can be suggested. One is that doctors use public sector jobs at early stages in their career as a springboard for later private practice. Recent graduates develop a clientele and acquire both experience and reputation gradually, working from the security of a public sector job. This rationale is less important for teachers, but many young teachers do have their sights set on a different career and use the teaching job as a way to finance the required studies. 

A second rationale for an outside occupation is the development of a business where the logic is not so much the immediate income from the professional’s direct labor but rather the use of a diversity of resources available to a household, including other labor, personal relationships, real estate, and the family home. In addition, the creation of an own business is likely to be a long run target, yielding little in the short run, but offering more room for upward mobility over a longer period. Anchi and others mentioned the following businesses run by teachers they knew: academies that taught short courses on specialized subjects, market stalls, handicraft workshops, and small farms. Doctors are most likely to invest funds and time toward setting up their own clinics. 

A third logic that justifies an extra occupation is the potential synergy between public sector work and a private business. The most obvious such opportunities are the own-referrals of doctors and the teachers that tutor their own students. But more sophisticated opportunities include the manufacture and sale of school supplies and uniforms, school photography, medical laboratories and supplies, including X-rays. 

Another cause is not so much an incentive as a facilitating factor, namely the conditions of civil service employment. The most important conditions that contribute to this result are an extreme degree of security of tenure, and a relatively short working day. One effect of multiple occupations, for instance is a higher incidence of absenteeism, and it is understandable then that a study of absenteeism in hospitals found a rate of 73 percent amongst appointed professionals in contrast to a rate of 37 percent for contracted personnel. 

(iii) Effects of multiple occupations

A public sector teacher or health professional occupied in other activities is obviously handicapped in the performance of his formal obligations. Any occupation will drain time, energy and moral commitment, yet the full time employment contract of the government professional presupposes a worker that is capable of giving most of his working capacity to that job, including the time and effort required for on-the-job training and upgrading. 
One dimension of the effort provided by a professional is simply the time spent at the job, but in the case of services such as teaching and health care, effort includes several other dimensions that contribute to the quality of the desired output, such as the care taken by teachers in the preparation of classes, degree of concentration, emotional self-control, flexibility to accommodate changes in routine or occasional extra-hour needs, professional perfectionism, and strong commitment to clients and the institution. Dual practice can also encourage corruption in the form of self-referrals by health professionals. 

Anchi refers to the resulting stress: 

The outside activities of public school teachers have a major impact on their lives, because they involve new worlds, require a great deal of imagination and time, and establish a new relation with their personal lives … the teacher’s behavior becomes a pretence to preserve ‘his image’ as a teacher in school and community. [Those jobs] are causing (the teacher) a great malaise in his personal life, including exhaustion or fatigue in his daily life.” 

A paper by Barbara Hunt, an external specialist who visited over 200 primary schools between 1993 and 2001, states in December 2003 that “teachers routinely had one or more other jobs. They generally had to leave school immediately to go to their other work; no one had time out of school for planning, working with other teachers, or correcting papers.”
 A study on corruption and absenteeism by Alcazar and Andrade says the following: 

“A major problem is absenteeism, defined to include time spent on private patients while working in a public institution: 43 percent of doctors and 32 percent of nurses rated it as common or very common, which the authors blame on the high opportunity cost of full compliance with scheduled hours but also on the inefficacy of the mechanisms for monitoring and sanctioning.”

One study claims that “most teachers work in two places, one of which is a private school, and because discipline there is greater, the teacher often neglects his public sector job,”

Our interviewees provided further examples of how the prevalence of multiple occupations affects the lives and work of HR: 

Director Lima secondary school: 

“Teachers with outside work do not yield as much, are more careless of the supplies they receive, are more inclined to get stuck in a routine, seek pretexts to avoid participation in committees and other non-class activities, and when to called to account say: ‘teaching is my extra income; my real earnings come from my business. I come here to insure my old age.’ I have had teachers who showed up only twice a week, got discounted, but didn’t care. These teachers come tired and stressed out and most fulfill only 50% of their teaching program.”
Focus group of teachers in Lima low-income district (four teachers repeated the following): 

“Those with outside work improvise in class, are tired, and come to do the minimum. They do not prepare.”

Director teacher in sierra small town: 

“Some of my teachers were reluctant to admit they held parallel jobs in private schools, where they were allowed to be more innovative, but I told them not to worry because they could bring their innovations here.”

Official in Lima urban marginal UGEL: 

“Many of our teachers are suffering from mental problems, neurosis and even schizophrenia, related to their overwork. But most refuse a diagnosis, and the rules for these cases are unclear. They cannot be fired. If they are separated for treatment, they appeal and win in the courts. All we can do is to reassign them.”  

Director Lima hospital: 

“Doctors have several jobs, even [the illegal] holding of more than one in the public sector. The spend the day jumping around from place to place, spending little time at any one place. But they spend most time where they earn most.” 

Doctor, former senior Ministry official: 

“There is growing practice of detouring patients to private practice. Doctors and technicians collude in this.”

The only traumatologist in a small town, owner of a private clinic, candidly explaining why he works in the town health post: 

“I’m here to catch patients.” 
b. Quality Reduction

The stock of human resources has thus adjusted to lower wages, not only through coping, but also through a change in composition in the direction of lower quality. This has happened in three ways: the quality of entrants into the professions has declined; top professionals have dropped out of public service; and skills have deteriorated for lack of upgrading and on-the-job training. 

This conclusion is tentative, since there is no systematic and reliable measurement of the quality of either the work or the training of education and health professionals. Indeed, the generalized lack of evaluation and measurement of quality is no accident; SUTEP in particular has fought all efforts to introduce evaluations, and the Colegio Medico has only recently and timidly introduced voluntary recertification. The lack of transparency on quality is instrumental to the official and professional acceptance of low quality. Human resource selection, management and upgrading have been consistently neglected in the structure and operation of both ministries partly due to almost non-existent official personnel records. Nonetheless, the view that human resource quality has fallen is shared by many of the persons interviewed for this study, including both analysts and service professionals themselves, and is supported by indirect evidence.

 The standard explanation for this trend is the fast growth of health and education services over the last four decades. “Massification,” is the term used to describe this evolution from small scale, mostly urban services into mass production industries, which now covers not only a huge urban marginal population but also much of the rural sector. To meet the personnel requirements of this service explosion, teacher training institutes and university faculties have multiplied with little concern for standards and very lax certification requirements. The number of ISPs jumped from 86 to 312 between 1985 and 1995, mostly with the creation of little regulated private ISPs, which mushroomed especially between 1993 and 1995, going from 30 to 198. Similarly, health services were extended in the nineties to almost universal coverage in terms of districts, going from 80.6 percent of districts covered in 1992 to 98.3 percent in 1999. The number of health establishments jumped 87 percent between 1992 and 1996, and most of the new establishments were posts in urban marginal and rural areas. Throughout most of the period of   “masificación,” wages were simultaneously falling. It is not surprising that quality control in recruitment was put aside in the urgency to meet staffing needs.

Some indications of quality decline in the teaching profession are provided by the following studies. Alcazar and Balcazar (2001) quote a 1997 opinion survey by APOYO on the prestige attached to different careers by young persons in Lima. Those from middle class and low-income families rated teaching lowest of all professions. The authors conclude that the fact that most of the students studying to be teachers are from low-income families indicates that the career was chosen not for vocational reasons but because it is cheaper and easier to gain entry. According to GTZ, it is “widely known” that universities lower the “cut-off” requirements in university entrance exams for students who choose education. All in all, according to Arregui, Hunt, Diaz (1996), entry into the teaching career “requires much less talent, aptitude and knowledge than for almost any other graduate study.” 
 

Interviews carried out for this study tend to corroborate the results of the preceding studies: 

Director urban marginal school Lima: 

“The education of teachers has deteriorated. Private ISPs are responsible for proliferation of bad teachers since they never fail students; this dates from 1995-96 laws. Teaching title is easy to get. Anyone can be a teacher. It’s all a business.”

University professor in education faculty: 

“There is a great deal of localism in the profession: education students and their teachers are mostly of the same region. This is a vicious circle: mediocrity is reproduced and innovation blocked. It creates complacency, but it is also an opportunity.” 

Ministry senior official, former director of major ISP: 

“The growth of private ISPs has been excessive. We trying to implement a recently approved accreditation  program, but I am being sued and my house is embargoed because we prohibited further matriculation in some ISPs that were granting teaching certificates without requiring any class attendance.”
Dean of Colegio Medico: 

“Quality has been deteriorating over the last fifteen years as a result of the proliferation of medical faculties. Most new universities do not have the money or staff that is needed. We have had to modify our recertification requirements because university degrees cannot be trusted. The best students don’t enter government service. When 5000 doctors were appointed recently, the examination was a simulation”

Hospital director in province: 

“Doctors do not seek retraining and there are no institutional requirements for retraining.”

Doctor in NGO: 

“Quality has fallen over the last five years. Recruitment is corrupt. There is no evaluation of personality – some doctors are psychotics.”

c. Fees and Corruption

A third response to the fiscal crisis has been a turn to self-financing. To an increasing extent, clients are paying for services provided by the public education and health systems. The methods range from the legal to the illegal, with a great deal that is dubious. They include outright fees set by establishments, but many charges are less forthright, and even corrupt. It can also vary between practices adopted by the establishment as a whole, and those carried out by individual professionals or groups of professionals within the establishment. In one way or another, service professionals are generating more and more self-financing as a way to supplement government salaries. The spontaneous entrepreneurial reaction by service providers was given official encouragement during the nineties decade in the context of a fiscal collapse. Economy, administrative efficiency and the principle of cost recovery came to the fore. Health posts that did not raise significant revenues were shut down. 

 As a result, government services are less accessible to the poor, and financial control and honesty have been weakened. More generally, service establishments have repositioned themselves in terms of their clients, moving upscale. To some extent this has simply been a consequence of fees, but in part has been a result of decisions regarding location and product mix. 

There is little systematic information on self-financing, even funds generated by legitimate and published fees. The opaqueness of the subject is not surprising, first, because self-financing is for the most part used as a way to supplement salaries, and though authorities are fully aware of the practice they prefer to avoid public scrutiny. 
Second, the entire matter of self-financing is not properly regulated, both with respect to prices charged, and with respect to the allocation of wage supplements amongst personnel. In practice, establishment officials enjoy a great deal of discretion and power to tax or benefit both clients and their own staff. In the allocation of supplements, for instance, there is a notorious bias in favor of the administrative personnel who manage the collection and distribution. As shown in Table 2.13, senior administrators in Lima receive supplements of ranging from 3,458 to 8,658 soles monthly in establishments when doctors in the same establishment are receiving only 1,118 soles. 
Third, even when fully authorized, as in the case of the AETA, salary payments based on revenues generated by an establishment result in horizontal inequalities across regions, establishments and categories of professionals within the same establishment. 

(i) Self-financing in Health

One indicator of a rising trend in self-financing or own revenues in the central government health sector is provided by the figures are shown in Table 3.6 below which show that self-financing has doubled as a share of total MINSA income between 1980 and 2003. In addition, several informants reported that costs formerly borne by hospitals, medicines, medical supplies, lab tests, have now become “out-of-pocket” expenses borne by patients. 
Table 3.6. Self-financing as % of MINSA Total Income

[image: image9.emf]Year %

1980 6.7

1981 6.2

1982 8.2

1983 7.1

1984 7.2

1995 10.2

2003 13


Note: 1980-84 figures are Ingresos Propios (Own revenues) which can include revenues not received from patients, e.g. revenues from private providers. 1995-2003 figures are revenues from patients only.  

Sources: 1980-84 from ANSSA-PERU, Analisis del Sector Salud, Financiamiento y gasto del Ministerio de Salud del Peru, Informe Tecnico No. 7, Lima, mayo 1986, p. 27. 1995 from Cuentas Nacionales de Salud MINSA – OPS based on “Tendencias en la Utilización de Servicios de Salud,” Peru 1995-2002, MINSA-OPS. 2003 from Recurso Project report “Políticas Pro-Pobre en el Sector Público de Salud en el Perú: ¿Cuáles son los Proximos Pasos? based on SIAF. 

A study of five Lima hospitals documented a significant increase in self-financing between 1991 and 1995. The unweighted average proportion of hospital revenues obtained from fees and other self-financing rose from 14.4 percent in 1991 to 22.4 percent in 1995.

At the same time, self-financing practices appear to vary over a wide range, as suggested by data from a 2004 study in four regions. At one extreme, self-financing as a share of total MINSA establishment revenues was reported to be only 0.1% in the region of Sara Sara in Ayacucho, and 2.6 % in Jaen in Cajamarca. At the other extreme, the ratio was 29.8% in Paita in the Piura region and 22.7% in the city of Cajamarca. However, the study acknowledges that fee income is not well recorded, that it lends itself to “leaks,” that the uses of fee income include transfers into Ordinary Revenue, which thus allows them to be used for payrolls, and also “distorted uses and forms of corruption.”
 Those practices, and the exaggerated variability of the numbers, suggest that reporting of fee income is incomplete. 

The view that self-financing in health has increased is strongly supported by statements obtained in numerous interviewees, as reported below. The directors of three major public hospitals in Lima, for example, stated in interviews that their establishments had moved away from the poorest in the city to a less poor clientele:

Director Lima hospital  (originally a religious charity institution dedicated to the needy):

Forty percent of our budget is self-financed from fees. It was much less before. Only 1 or 2 percent of our patients are extreme poor. We created an itinerant outreach program to reach the poor in urban marginal areas and in some provinces where the municipalities pay our fares. That’s when we discovered the real poor who couldn’t even afford the fare to our hospital.

With respect to the distribution of fee income, interviewees admitted that these are mostly allocated as salary supplements even though the practice is explicitly forbidden by budget rules. 

Director of Human Resources unit of Lima hospital:

The law says that the ordinary budget is the source of wage payments; however, these resources are not enough, and that is why “recursos directamente recaudados” (self-financing) are used to top up the payroll. That is why there have been no funds to renew equipment since 40 years ago.
Director of Lima Health Center:

We pay wage incentives using fees, because the ordinary budget is not enough. Only 18 percent of our budget is for goods and services and 2 percent for capital investments. There is no control over fee income.

Several informants spoke of corruption by lower level technical staff and social workers in establishments.

Director of Human Resources in Lima hospital:

Social workers have their own business based on granting [poverty] exemptions from regular fee payments. It is they who get the most out of the exemption system since they charge for their evaluations and for granting exemptions. Administrative personnel do business approving reassignments or certificates. Nurses and nursing assistants have a “ticket carrousel” business [for patients in waiting lines]. 

Volunteer in large Lima hospital:

Patients have to pay nurses to get their sheets changed. With blood donations, recipients are charged for the donation and also for the recipient, which are later resold. Many nurses engage in the traffic of medicines. Once we brought special creams to treat cases of burning. The creams disappeared. 

The close relationship between fees, wage supplements, and corruption was discussed by other interviewees. 

Former MINSA senior official and NGO consultant:

There has been a considerable increase in doctors’ salaries, but the source of that improvement is perverse, because it comes from fees from patients. It has been financed with money from the poorest. There are two types of fees, those that are kept by the Ministry and those that are kept as own income and for under the table payments. For the former, there is more than one payroll: one is formal the other is where fee income is assigned. It is known that these second payrolls are paid out of own revenues but it is not known how they are allocated; they are secret payrolls. Professionals thus receive a formal salary and a separate payment. This is more common where the state has less control, as in large hospitals. Doctors in smaller posts can keep some fees but it is more difficult for them. 
Focus group of three NGO doctors:

Wage policy generates aberrant behavior: doctors have an insignificant wage but are in a position to charge fees. Those fees then become part of the hospital’s own revenues and can then be allocated at discretion. In that way, they have been formalized; fee income has been perverted. They are transformed into food baskets for the staff, incentives for emergency duty, for productivity and travel fares.

Senior official in Nurses Union:

 Staff members press their directors to charge fees because they are turned into salaries. Nurses in particular are the scourge of directors, pressing for higher fees. 

Another form of self-financing in the health sector, in addition to patient fees and corruption, has been the commercialization of public sector infrastructure, equipment and facilities. Some hospitals have created private “clinics” within the public hospital, in which the establishment’s public service professionals carry out a private practice using government facilities. Loayza hospital in Lima, for instance, created its private clinic in 1994 in the third floor of the main building, where patients pay rates for consultations several times higher than those charged in the public part of the hospital, and where they can get beds in more private rooms. The hospital collects a rent, but the arrangement generates subsidized private earnings. 

Another commercial practice is related to the acceptance of medical students for specialization. The earlier tradition by which public hospitals took in quotas of students from different public universities has given way to a preferential acceptance of students from private universities in exchange for fees or other benefits by which the private university pays the public hospital for the service. As in the case of fees charged to patients, this practice discriminates against poorer public university students and hurts the poor indirectly because it discourages and reduces recruitment from public universities which are precisely those most inclined to train doctors in public health skills as distinct from the clinical practice orientation that characterizes private universities. 

(ii). Self-financing in Education

Teachers have resorted in similar ways to self-financing in the face of declining payrolls. In schools, the most transparent source of additional financing have been the fees collected by APAFAs (parent associations), which date from 1950, but which have risen over time. “Voluntary” contributions to the APAFA became a way to reconcile fees with the constitutional mandate that basic education is free. Though outright fees are limited to the legal ceiling imposed on APAFAs, school directors, teachers and parents have been imaginative in creating sources of income to supplement government funds. These include the marketing of snacks in school kiosks, and of uniforms, school insignias, classroom supplies, photographs, textbooks, photocopies, as well as charges for collective events, all pressed on the parents with varying degrees of force. Some schools in poor districts of Lima charge S/. 1.00 or 1.50 monthly for courses in non-curricular subjects, such as English and computing. Schools also rent out their facilities, for private or community events, or, as in one well known case in Lima, for parking space. At times it is an individual teacher or school administrator that creates a small, private business, such as a workshop to make school insignias or uniforms, but often it is decided and carried out by the establishment as a whole. However, there are no equivalent estimates of the evolution of self-financing by schools. 

Interviewees provided the following observations on these practices:

Director of Education for a regional government, with 40 years experience as a teacher:

We are in the hands of a mafia. Producing teaching certificates is a mass production industry. Universities accept students without entry examinations. Ninety percent of the teachers are dedicated to profiteering. Grades are sold. School directors charge the most. Illegal business is the culture due to the low wages. Teachers collude with doctors to get sickness certificates. In Pataz, 23 teachers were sick one day. APAFA members also steal. Some are “false parents” who lie to get elected. Corruption has increased. To get certified, private schools pay US$ 5,000. I knew that if I took this job I would end up being sued by the mafia. 

Focus group of teachers:

In large high schools (Gran Unidades Escolares), own revenues from kiosk sales, photocopies, uniforms, fees for paperwork, rentals of auditorium, pool, classrooms, cafeteria etc., are retained by the director’s office to pay for events outside of the school, training, and other such costs. Most of the time, teachers are not aware of how these funds are used, except for the director’s travel expenses. 

Auditor, UGEL:

Corruption is linked to the lack of funds. Several directors have been accused of misappropriation of school revenues and goods. They take advantage of the difficulty in controlling those revenues in situ. They divide the parents and the teachers to be able to do what they want. Teachers resort to unwarranted charges. Some have been denounced for charging for giving passing grades to students who had failed. They also resort to the sale of books: students who don’t buy are not allowed to enter the class.

Book salesman met in a school in San Juan de Lurigancho:
Teachers have deals with publishers and receive checks with a fixed payment of a commission of 150 or 200 soles for selling textbooks. 

3. Reaction by Clients

Users responded to deficiencies in public education and health services in two ways: by turning to private suppliers; and by taking on part of the cost burden of public services. 

a. Turn to Private Suppliers

The use of private primary schools has been rising from the mid-sixties and of private secondary schools from the eighties, as shown in Table 3.7. 

Table 3.7. Share of Private Schools in Total Matriculation

[image: image10.emf]%  Private  1955 1964 1981 1993 2003

Total 11.4 10.9 15 15.6 18.7

Primary 8.9 8.9 13.5 12.3 14.9

Secondary 36.3 22.8 18.5 22.1 24.9


Sources: 1955 and 1964 from INP/OCDE (1966). 1981 from Perú en Números 1991, Instituto Cuánto. 

One probable consequence of the trend to private schools has been a loss of concern for public education by authorities. Elites have, in effect, opted out of the system and are no longer shareholders in any but a very remote sense. Members of congress, senior ministry officials, mayors, intellectuals, media owners and reporters, even middle level education authorities in regional UGELs, send their children to private schools, or at least, to public schools run with considerable autonomy by religious denominations. Even humble rural teachers send their children to private schools when they can:

A public school teacher in a remote rural school in the sierra said:

I am a teacher and I know the quality of public education where I live. My life objective is that my children be better educated than me. So I send my children to private schools. Besides, I know that the best public teachers work also in private schools and work better in these schools since there they can be fired.”

Another rural teacher in the sierra said:

I send almost all my salary to my daughter who is studying to be a nurse in a private institute in Trujillo. I complement my salary with income from a farm which I work with my wife and with communal work we both do. 

In the case of health, the evidence also suggests a turn to private providers. Physicians not employed by the government or social security have risen as a proportion of the total, from 41 percent in 1964 to 78 percent in 2002 (Table 3.8). 
Those numbers are reinforced, first, by the fact that private practitioners have higher levels of productivity than those in the public sector;
 manpower statistics thus understate the share of output produced by the private sector. Second, most public sector physicians also have a private practice, and further, the time and effort devoted to those second occupations has been growing, as argued above. Third, the supply of physicians has been growing far faster than government hiring for at least the last fifteen to twenty years. Between 1981 and 2002 the number of active physicians rose 5.2 percent yearly whereas those employed by government rose at less than 1.0 percent. The resulting labor market glut has sharpened competition and reduced fees in the private sector. Falling private sector fees coincided with the opposite trend in the public sector, toward higher charges in public health establishments. Users have thus been drawn to the private sector by price as well as quality considerations. 

Table 3.8. Physicians in Private Practice as % Total
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44 41 53 78


Active physicians only. Includes dentists. Private practice defined as those not employed by MINSA, ESSALUD, or other public sector. 
Sources: Bustios. Thomas Hall. Colegio Medico del Peru. Censo 1981. 

With the poor, the response to poor public service is less a turn to private health providers than unwillingness to detach themselves from traditional providers and switch to public health services. ENAHO 2003 data report that the poorest quintile recorded 13.4 million cases of illness of which only 4.9 million, or 37 percent, sought and received treatment. It is likely, however, that most of the other 63 percent of cases did receive some form of traditional treatment or advice which is not being admitted or registered as a “consultation.” 

b. Self- Financing

Users have responded to public service deficiencies by supplementing government budgets out of their own pockets. We were repeatedly told of cases where a community or municipality had built or repaired a school or health post or bought school or medical supplies or hired a teacher. The mayor of a small rural district near Huamachuco had hired two teachers, on a contract basis, but unfortunately, never paid them. Another rural primary school, however, had opened a secondary section in 2003 with two grades and had applying to the UGEL for four secondary teachers. When the UGEL did not respond, the community went ahead, hiring two young secondary school graduates who lacked formal training as teachers at a monthly salary of 100 soles. In an even more isolated district in that province, there were several schools and 70 teachers, of which 9 were paid between 400 and 500 soles by the community. In one rural classroom in the sierra a sack full of potatoes sat on the floor next to the teacher’s desk. The teacher admitted that it had been a gift from the community, and that he received gifts of that sort regularly. He and his colleague at the two-teacher school also shared in the school lunch provided by the community. 

According to an UGEL official, there is a growing practice of formal agreements under which the UGEL agrees to give official status to teachers hired and paid by community or municipality. Wages fluctuate between 100 and 350 soles, and the official named eight communities in the province which had signed such agreements. One community committed itself to providing a share of its harvest as a teachers’ payment. It is also very common for the teacher or health worker to be provided a room in the community, though part of the school or health post is sometimes used for that purpose. 

4. Government Responses
As wages declined over the last three decades, governments repeatedly faced strong union pressures in both the education and health sectors. These mobilizations tended to occur during moments of political weakness, when economic collapses undermined regime support and extremist political groups threatened revolution. In that context, the large-scale mobilization and paralysis of basic social services by unions acquired a potentially pivotal weight. SUTEP, for instance, gained widespread legitimacy by spearheading opposition to the military government during the crisis of 1977-79, and was rewarded by the succeeding government with major concessions, including a system of payroll deduction for union fees. It is not surprising that successive governments, unable to satisfy the demands for stable and even rising real wages, hastened to accommodate union agendas. The thrust of their demands was to establish ever more rigid tenure and to loosen discipline in human resource management. 

a. The legal framework

The past twenty years witnessed a deterioration of Peru’s civil service in the public sector. Budgetary and sector laws and regulations have progressively been introduced that have undermined both the original spirit of the Public Civil Service Law and the coherence and consistency of the administrative system created by that law. 

Different governments, have introduced specific laws for the health and education sectors and for their separate professional groups, with provisions dealing with the management of their human resources. In practice, these specific laws have prevailed over the general provisions of the Public Civil Service Law. Thus, the careers of teachers and health professionals’ careers are regulated by the Civil Service Law only as far as it does not oppose what is established by the specific sector laws.
The result is a complex legal framework in which managers, authorities and professionals in both sectors, either by tradition or self interest, use the “best available interpretation”. In this context, political power or influence in the media and with the courts has been a determining factor over the actual practices by which human resources are managed. Over time, a parallel human resource management system has emerged which combined with fiscal pressures has eroded the public service career of both health professionals and teachers.

b. Hiring 

(i) Education

According to the Teachers Career Law, teachers enter into the public system as appointed teachers (nombrados) after a selection process implemented by decentralized education units.  Each of these units is required to establish an evaluation committee, which should include a representative of the teachers union. The last time these formal procedures were followed, however, was in 1991. Even before, the formalities of the selection process were often overridden, notoriously during the eighties when government proceeded to massive hiring of untitled teachers: the stock of teachers doubled in ten years and 85 percent of those hired lacked a teaching degree (Table 3.9). According to some sources, a substantial proportion of those recruits lacked even full secondary schooling, but the affirmation is hard to check because personnel records have not been kept and because of widespread falsification of school certificates. 

Table 3.9.  Education: Evolution of the number of Teachers with and without Pedagogical Degree (PD)

[image: image12.emf]1950 16,630 68% 7,803 32% 24,433

1960 29,599 68% 14,111 32% 43,710

1970 71,559 70% 30,170 30% 101,729

1980 101,306 81% 24,334 19% 125,640

1990 126,695 49% 129,773 51% 256,468

Source: Indicadores Cuantitativos del Sistema Educativo. Ministry of Education.

Table 1. Education: Evolution of the number of Teachers with and without 

Pedagogical Degree (PD)

Total Year With PD % Without PD %


During the nineties, budgetary restrictions led to a complete suspension of new appointments, but hiring continued in the form of short term contracts which, in effect, allowed the government to pay less than the official salary scales, partly because the scales were not binding for contract workers, and partly because those workers did not receive pension and other costly benefits. Moreover, short term contracts allowed decentralized units to develop their own procedures and criteria, a process that, as it were, formalized informality. Over time, temporary contracts tended to be renewed every school year, and have been gradually converted into appointed positions.

 Ministry official: 

In Lima, the number of posts created by decentralized units without proper budgetary authorization, which were originally temporary but ended up being permanent, were 40% of the total number of appointed positions.

Additionally, those under contracts were not subject to legal recruitment or selection procedures and many did not have degree titles or they were false, suggesting that academic standards for contratados were lower. According to a MED official, in 2002, during a procedure to evaluate who were recently appointed and through which means, many of the teachers who had been hired under contracts were not actually teachers, and about 45% had not completed secondary education. 

Despite their academic deficiencies, many contratados were offered a short cut to a teaching title, called “professionalizacion”, which could be obtained after a year or less of study, mostly in summer courses, after which they would be eligible for a tenured position. In a study of rural teachers, most of them tenured, 33 percent had obtained their teaching degree in this way, through professionalización programs, which had become a lucrative business for many universities. 
Under political and union pressure, in 1994 and 2001, government twice changed its mind on temporary contracts and proceeded to their large-scale conversion into normal appointments.
 On both occasions, the government established a shortened form of the legally prescribed selection and recruitment requirements. In 2001, an ad hoc procedure set out to regularize teachers under contracts and hire new ones. Appointments to fill existing vacancies and positions held by contract teachers were to be based on a national written examination organized by the Ministry of Education. However, of 90 thousand applicants, only 2 thousand approved the examination. In the end, the government backtracked by reducing the original minimum approval grade and on that basis chose 20 thousand teachers for appointment. 

Many interviews confirmed and illustrated cases of government concessions to SUTEP pressures, which contributed to a further undermining of key selection and hiring provisions of the law. A common pattern involves the use of strikes focused on a particular region, pressing the local Ministry authorities for the nombramiento of contract workers hired without previous Ministry approval. These pressures for the formalization of a de facto situation obtained support from regional political organizations and from public opinion in general. In the case of the mass appointments made in 2001, a former Ministry official explained that: 

SUTEP was pressing for the massive appointment of teachers, but it opposed the examination. Its argument was that a degree is sufficient credential for appointment. 

As a UGEL authority, formerly a member of SUTEP, explained that SUTEP’s anti-examination position was a “political directive.”

(ii) Health

The career legal framework prescribes a selection process within health establishments. The hiring decision is made by a three member commission. Doctors must first approve a national level exam and begin their specialization or residence
. Doctors are assigned to a specific public health establishment, depending on the preference of each doctor and establishment vacancies, under a three year contract. After this period, doctors obtain their specialization degree. To obtain an appointment, they must apply for an available position at any establishment. These merit-based recruitment and selection procedures appear to have been followed to a large extent in many big hospitals. 
As with education, budgetary restrictions during the nineties led to contract hiring.
 However, the hiring of contratados is not subject to the merit-based selection procedure described above and in practice has been highly discretionary and open to political pressures. Three hospital directors, who had been appointed through merit-based competitions, told us that they were much less vulnerable to those pressures than colleagues whose appointment had not been based on examination. Indeed, to strengthen their independence they had organized an “association of Examination-based hospital directors.” 
In 2004, following a major strike, the government agreed to appoint 3,466 doctors who had been working under contracts.
 As with teachers, the criteria applied were time in service and budgetary authorization, without merit evaluation process. The government was responding to union pressures, but the ad hoc hiring process actions undermined a central element of a career development structure: the capacity to attract, select and hire the best and most qualified to do the job. 
c. Remunerations 

Despite career laws that prescribe a wage incentives for experience and specialization, cost of living increases in both sectors have been made with a proportional bias toward the lower levels, thus flattening the career curve. 
As a result, in 2004, differences in salaries among career levels are quite small. In the case of teachers, the difference between payments to the highest level and the lowest level of teachers with pedagogic degree is only 8% and the salary structure does not discriminate among specializations or responsibilities. The salary differential between a director and a teacher has been about 7 percent. Even by the late eighties, teacher salaries had become a flat structure, undermining the monetary incentives needed to motivate and reward performance and effort. These ratios were originally over 100 percent two and three decades ago. 

The same flattening effect has been produced by the granting of bonuses that carry no pension obligation, thus evading the pension benefits established by the Professors Law and the Civil Service Law. In each case the bonus is small, but over time, they have come to represent 88 percent of total remuneration. In principle these bonuses could operate to reinforce the incentive structure, but in practice they have had the opposite effect. The bonuses are approved at regional and local levels, creating a high degree of discretionality. In practice, this has meant that there has not been a unified payroll system; every decentralized unit has had a de facto payroll system guided by their own practices regarding entitlements, and which in many cases have been of questionable legality. As a result, there are many salary differences across regions and between teachers and administrative personnel. 

The pattern is similar for health professional salaries, who also receive many supplements justified as incentives that tend to flatten the salary structure by levels. Payments for emergency room service have the same effect.
 The difference between the salary of the highest category and entry-level doctors is approximately 18 percent before salary supplements and 13 percent after those supplements are considered in the remuneration (Table 3.10).
Table 3.10. Health: Total Average Monthly Salaries of Doctors, 2004.
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AETA

Asistencia 

Nutricional

Alimentacion

Subtotal 

Incentives

1 2,148.03 660.00 300.00 158.00 1,118.00 756.80 4,022.83

2 2,302.64 660.00 300.00 158.00 1,118.00 793.20 4,213.84

3 2,409.04 660.00 300.00 158.00 1,118.00 811.40 4,338.44

4 2,508.86 660.00 300.00 158.00 1,118.00 850.00 4,476.86

5 2,623.84 660.00 300.00 158.00 1,118.00 918.00 4,659.84

Source: Ministry of Health and legal norms.

Level

Total 

Salary

Incentives

Guards

Base 

Salary


Salary supplements have created horizontal inequities among health professionals, across regions and establishments. Supplements are not part of the ordinary payroll system. The government sets maximum limits for each supplement, but each region and establishment pays them according to its own resources, most of which are raised from fees which they themselves set. Thus, higher fee income translates into higher salaries, and Lima tops the list. In 2003, the government sought to reduce these horizontal differences by redistributing income raised in Lima to pay a flat transfer to of 150 soles to each administrative and health professional in other regions (Table 3.11). 

Table 3.11. Health: Monthly Salary Supplements Composition, 2004
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AETA

2

Prd

3

AN

4

Alm

5

Total AETA Prd Total

Management up to 8,200    300      158      8,658    150      8,350   

Health Professionals. 

(Doctors, Nurses and others)

up to 660      300      158      1,118    150      150      

Administrative up to 660      300      158      1,118    150      150      

Notes:

1 Responsabilidad Directiva

2 Asignación Extraordinaria por Tiempo Asistencial

3 Productividad

4 Asistencia Nutricional

5 Alimentacion

Source: Ministry of Health and legal norms.

Lima Region Other Regions

Occupational Group

RD

1


d. Rigid tenure 

Civil Service law provisions that allow government to reassign, rotate or fire teachers and health professionals have been undermined by budget limitations and by ad hoc norms which, in practice, have created a higher degree of job stability than that intended by the Civil Service law.
 Once appointed to a specific position, it is exceedingly difficult to either reassign or rotate either teachers or health professionals. The following statements from interviews illustrate the problem:

Former MED authority: 
One of those rights is to be appointed to a specific school. There are cases where, across the street from a school with an excess of teachers, there is another with a deficit, yet it is almost impossible to reassign. Many UGELs instead simply contract new teachers. 
Focus group of doctors: 

It is easier to move a health facility than its personnel. We have heard recently appointed doctors say, “I am an appointed doctor nobody can fire me.”  

In the case of firing, preliminary evidence suggests that current procedures are cumbersome and open to many interpretations, due to the number and variety of related norms and regulations. For instance:

President of a CLAS: 

The recent conversion from contracts to tenured appointments has negatively affected our ability to manage personnel within CLAS. Now, the red (regional network) can reassign personnel without our approval. Before, we fired personnel, now our ability to discipline personnel has been limited.

Manager of a CLAS: 

Those under contract that do not fulfill their goals can be sanctioned, even fired. We cannot do the same for appointed personnel.”
When he sees a need to fire, the school principal must prepare a case file containing proof of a serious fault, which is then presented to and must be approved by the UGEL. In many cases, the UGEL simply reassigns the teacher, even in cases of serious misconduct like sexual abuse or stealing. Hugo Diaz writes that he met with 50 school directors in Callao: 

Most were victims of administrative suits that arose because they had tried to fire a teacher for bad performance and then had been counter-demanded. So, directors often do not even try to fire someone, unless they are very sure of UGEL support and of their own position.

Several managers commented on the effect of excess tenure on the performance and effort of appointed teachers and health professionals: 

Director of a DISA:

 Appointed health professionals work 6 hours or less. They refuse to work on contagious diseases like “dengue”, whereas personnel under contracts are more flexible. The conversion from personnel under contracts to appointed ones has resulted in less effort and less hours worked within establishments.

Another manager of a CLAS: 

We had personnel under contracts that were willing to go out to poor communities. Most of the appointed personnel refused to work more than 6 hours or visit poor communities. After the conversion, we had to hire personnel under contracts to compensate for the number of hours lost due to the conversion.

Principal of a rural school: 

Appointed teachers are hard to manage or discipline. They have a culture of rights but no obligations. Most do not identify with their school communities or the parents”. 

Unions not only demanded and obtained rigid tenure; they act as watchdogs at the establishment and UGEL levels to ensure the strictest possible interpretation of the norms, while refusing to accept responsibility for the quality of work. 

UGEL authority: 

SUTEP is interested in job stability but does not say anything about the quality of the service provided by those who have that stability. Its position is essentially a political position. SUTEP does not recognize that stability implies responsibility for the type of service that is being provided. 

e. Weakened management 

In both sectors, there has been a major deterioration of the capacity to impose discipline and manage a career system.  The procedures for appointments and evaluation established by the Teachers Law of 1984 were implemented only during one year, in 1990
 
. The norms became moot in 1991 when promotions and tenured appointments were suspended. The suspension of promotions and tenured appointments led to a progressive deterioration of the annual evaluation system. 
The capacity to evaluate was further negatively affected by the disappearance and lack of updating of the information on career records. When circumstances gradually permitted a limited number of appointments and promotions, regional administrative offices applied ad hoc procedures, ignoring the Teachers Law and its evaluation norms, making personnel files even more unnecessary. As a result, records on absenteeism, degrees, training, past experience, years of service among other variables are deficient, even though the information is needed to classify, transfer or reassign, evaluate or pay personnel.
 
MED official: 

It is essential to evaluate teachers. However, the instruments to do so are inexistent. In particular, 80 percent of the information on the personnel files and career records of teachers has been lost. As a result, it is impossible to get any information regarding level of education attained, degrees, specializations, years of service, history of positions held (not even the last two), on-job training received for all teachers. 

In the case of health professionals, each category of health professionals has separate promotion and evaluation procedures.
 There is preliminary evidence, that within some large health establishments, when there is a vacancy, these procedures are usually followed in the case of doctors. But as in the case of education, the suspension of promotions led to a progressive deterioration of the evaluation machinery at the sector level. A lack of systemic information makes it very difficult to assess whether legal evaluation and promotion procedures have been followed and what are their results. In the same way, paperwork routines have continued to record personnel information, especially in large hospitals. But that information is mostly kept up to date within those establishments. It is not easily available and not always reported to MINSA. Furthermore, since regions and establishments develop their own different practices and rules regarding the reassignment of personnel, central authorities are also unable to track regional numbers and location of staff, among other key management variables. 
In addition, the authority of school principals and managers of health establishments to supervise and sanction personnel within establishments has been progressively eroded. Over time that authority has been reduced even in the case of basic disciplinary actions. 

A key problem faced by principals is their lack of authority over personnel. They may be capable of direct supervision, but their recommendations are not always accepted by intermediate authorities at UGEL, who exercise little supervision. 
 Several school directors stated that their job was essentially administrative, and that most decisions regarding personnel were made at UGEL. Yet, despite their limited authority over personnel, they are under constant pressure to act from the different players of the school community. The lack of real authority was a common complaint. Authority is curtailed not only by the UGEL; the unions also monitor and exercise pressure over principals and health establishment managers. 
Despite the weakness of evaluation and supervision, we found cases of strong motivation inspired by establishment managers, who found imaginative ways to stimulate, reward and exercise authority. In many of these cases, principals even designed their own supervision mechanisms, for instance a principal who involved teachers in the supervision and control of their colleagues and created a “written commitment” to achieve excellent performance. In other cases, CLAS managers or DISA directors designed non-monetary incentives to reward personnel according to mutually agreed performance standards. In all of these cases, managers and principals recognized that they got a positive response even in those cases where it seemed impossible that the teacher or health professional change.  

f. On-job training

Another important element of the incentive framework of a career structure is the possibility of being trained to gain more specialized knowledge and thus have the required background to be promoted and assume higher degrees of responsibility.

There are two problems regarding training of teachers and health professionals. One is the poor training they receive from institutes and universities. The government has on different occasions set up academic standards to improve education offered by those institutions and has created public institutions to compensate or improve the original academic background of public teachers and health professionals. However, these initiatives have not been sustained. 
Second, a related problem is the training of teachers and health professionals. There have been different training projects, such as PLANCAD, funded by international organizations, with mixed results. The training carried out by Ministries is difficult to assess due to the lack of information. There is information on the number of training events and participants, but almost none regarding the need of the training, its objectives and what was finally accomplished.    

5.  LLE Outcome: Career Erosion
Civil service incentives, rules and motivations intended to channel the work of teachers and health professionals have been replaced by careers that do not correspond to the original compact between government and its service professionals. At the same time, motivations differ at different stages of the professional’s work life. 
Tables 3.12 and 3.13 are an attempt to summarize the main career patterns that, in practice, have come to replace the civil service career as conceived in the law and as it existed, to a much greater extent, three or four decades ago. The core elements of the civil service structure - public service and merit-based promotion - have been replaced by largely private objectives and by advancement outside the civil service. 

Table 3.12. Teaching Career Stages and Motivations
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Current 

Income

Security Springboard Synergy Ethos

Training Very high No Yes Yes No Yes

Pre-Nombramiento High Some Very high Yes Some Yes

Post-Nombramiento Little Very High No Yes Yes Some

Mature Little High No Yes Yes Some

MOTIVATION

Career Stage


Definitions: Springboard: use of professional studies and/or practice to move into a different occupation or career. Synergy: when public service and private occupation reinforce each other. Ethos: includes professional vocation, honesty, altruism, political or community or union activism, team spirit. 

(i) Entry

The decision to become a teacher has been driven by the broad notion of ascension in terms of social status or class, for the most part, from a world of manual labor to that of a “profession.” The large majority – 82 percent - of education students come from low middle class or low class backgrounds.
 A teacher’s degree meant income, non-manual work and social respect. Security of employment was part of the package. For many students, postgraduate study was also seen as a way to open doors to other possible professions. This last, “springboard” motivation, is probably increasingly important, as the expectations related to the profession have been falling. In the APOYO survey, 42 percent of education students had attempted to enter a different career, and one in three had chosen education after beginning but failing in other professions. 

Until the early nineties, students entering medical faculties were mostly from urban-based middle to upper class families. However, the multiplication of medical faculties during the nineties, combined with the falling income and status of the profession has shifted recruitment to lower social classes. According to the Dean of Medicine, most students entering that field at the University of San Marcos are residents in the northern marginal areas of Lima. 

Table 3.13. Physician Career Stages and Motivations
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Current 

Income

Security Springboard Synergy Ethos

Training Yes No Yes No No Yes

Pre-Nombramiento Yes Some Very High Some Some Yes

Post-Nombramiento Little Very High No Yes Yes Some

Mature Little High No Yes Yes Some

MOTIVATION

Career Stage


Definitions: Springboard is use of either professional studies and/or practice to move into a different occupation or career. Synergy, when public service and private occupation reinforce each other. Ethos includes professional vocation, honesty, altruism, political or community or union activism, team spirit. 

(ii) Pre-Nombramiento

Most teachers work several years before they obtain a tenured position. The wait became longer during the nineties as a result of a freeze on appointments. Entry into the labor force is actually a gradual process; 40 percent of students had some teaching experience before graduating.
 Work under short term contracts remains a common first experience for teachers. Contract teachers are willing to work at wages well below those of appointed teachers and in the least favorable locations, often working by the hour as replacement teachers, since their overwhelming motivation is tenure, with the status and security that it brings. 

Building experience and the good opinion of a community or a school director increases the odds of a quick nombramiento, and the self-interest behind this strategy blends well with the often sincere motivation of vocational and community commitment. At this stage, however, teachers must often support themselves and many already have families, so that immediate and longer run economic motivations begin to carry more weight and initiate teachers into the world of multiple occupations and the potential synergy between a government position and private occupation. The springboard motive also grows in importance, since partly employed and partly discouraged teachers use their time to pursue studies toward a different profession. 

For doctors the pre-nombramiento stage is characterized by similar motivations. By contrast with future teachers, vocation and ethos matter more, social status less, and springboard motivation exists in the form of plans to use early public sector experience as a stepping stone to private practice or to emigration. A major factor during this stage is the intense demand by recent graduates for further specialization, normally obtained through a period of work in a public hospital. 

Over the last two to three decades, this motivation was used by the government as a way to induce doctors into spells of service in rural or urban marginal areas; that service, at first carried out through the SECIGRA program and later the SERUM program, weighed substantially in the criteria for allocating hospital positions for specialization. And, though it is not possible to quantify the prevalence and force of altruism, it is evident from interviews and life histories that social concern both reinforces the willingness to accept a period of rural service and, perhaps more important, and is itself wakened or stimulated by that service, creating a minority pool of doctors who are willing to follow a career that continues to be strongly motivated towards public service. Recently, however, the weight attached to SERUM service has been cut, removing much of the motivation to accept positions in hardship areas. 

(iii) Post-Nombramiento

Nombramiento brings a radical change in motivations for the teacher, who is immediately relieved from the contract worker’s need to market himself to school directors, parents, communities, and UGEL staff. Status and security and a higher income are assured. In the almost total absence of incentives or rewards for any expenditure of additional effort, and absence also of administrative capacity to evaluate and apply discipline, most teachers and doctors reduce their input to the minimum required and turn their energies and aspirations to objectives outside the public school or clinic. 

Some women teachers devote themselves more fully to their family and home, but as Anchi (2005) and other sources indicate, most teachers seek additional income from second teaching jobs, usually in private schools or from a variety of business activities. For others, the nombramiento means more time and energy for the study and experience required to move into a different principal profession or occupation, an objective that, as noted above, was often attempted at an earlier stage but frustrated: a teaching appointment then becomes a springboard. In other cases, however, teachers exploit the potential synergy between their public school and private work, whether both consist of teaching or when some business, such as tailoring uniforms or selling textbooks or transporting pupils, can profit from the teacher’s position. 

At this stage, one finds individual teachers in almost any school with high professional and moral motivation, whose effort goes beyond legal requirements or the example of less motivated colleagues. This is may be more often the case with rural teachers, who respond to their students’ high level of dependence, and who are also often in a position to assist the community in other ways. Another professional category that evokes social commitment is that of the school director, who, if honest, is out of pocket in the job because the additional salary is trivial and does not compensate the large additional effort required of him. Many individual directors are strongly committed teachers. Another frequent expression of ethos takes the form of community, union and political activism: teachers who participate in communal organizations, who become mayors or members of local government councils, or union activists. Though we lack the statistics, it is plausible that teachers supply an important share of Peru’s local level leadership. 

Doctors at the post-nombramiento stage have a similar set of motivations, but the opportunities for synergy between public and private occupations are greater than for teachers, most evidently in the form of self-referrals and in the building of reputations. 

(iv) Mature

For both teachers and health professionals, motivations show little change as they approach the end of their public service career. The career incentive to perform well in public service becomes even less relevant, while effort expended on developing a post-civil service activity grows in importance, particularly because in both sectors the professionals retire early. 

IV. Anti Poor Bias 

Much of the failure to deliver to the poor is due not to insufficient spending or overall coverage but rather to delivery systems that contain built-in biases against the poor. The following biases will be examined: bad fit between the service and the poor; cost of access to public benefits; and poor incentives.

1.  Fit

Public education and health packages are designed and delivered in ways that are inappropriate for the particular circumstances and needs of the poor, especially the rural poor. 

a. Culture, language and attitudes.

Perhaps the most frequently mentioned instance of misfit concerns indigenous culture and language.
  Ministry figures report that only 0.2 percent of all teachers are bilingual. According to Apoyo’s national survey, 26 percent of school directors said that Quechua or Aymara was the predominant language in their community, yet only 7 percent used those languages in teaching. In addition, an understanding of local economic and social life is an important pedagogic resource, a tool to engage students and create interest and relevance. Effective primary health care for the rural population requires considerable communication to achieve community participation and transmit hygiene instruction, for which both cultural familiarity and language ability are indispensable.
 Quechua dialects complicate the problem further: a teacher in a high district of Cusco complained that the official textbooks he received were written in the trivocalic quechua spoken in the region of Ayacucho but it confused his students, and a quechua-speaking teacher at his school had to devote time to learn the dialect.
 

There is a long history of criticism on this score in Peru, bearing on both the content and the models of delivery regarding language and culture appropriateness, and an equally long history of efforts to establish more appropriate models. The cultural attitude of teachers aggravates the technical obstacle posed by language. An external evaluation of the programa de Educacion Intercultural Bilingue notes that 

Participation by the children is a determining factor in learning; that is why it is necessary to improve the affective and verbal interaction with them. But participation is restricted when they are not talked to in their own language. 

Dean of education faculty:

Many teachers have difficulties in teaching poor children. They have a cultural prejudice, believing that poor children do not have the capacity to learn. These teachers rationalize in this way their own lack of capacity to reach those children.

Professor of medicine:

In rural areas, doctors have to carry out preventive medicine. To do so, a doctor has to gain the trust of the community. It is a hard task, and the doctor must learn the culture of that particular community. It also requires special social and cultural skills. Many doctors are not necessarily prepared to face those challenges and they seldom stay long enough to get to know the community and to gain some of those skills that are learned through practice.

One hypothesis, in the case of education, is that teachers are not well prepared to teach in another language. Furthermore, there seems not to be a consensus in which language they should teach, how they should teach and in which language children should learn. An external evaluation of the Programa Educacion Rural y Desarrollo Magisterial  states:

Changes are needed to adapt school materials better to local realities, and to the habits and customs of rural children. The relevance of the materials is questioned especially by school principals and teachers of rural schools.

b. Formation 

Fit is also a matter of appropriate education and training of teachers and doctors for primary and rural service which, in principle, are more easily corrected than the unsuitability of language skills and culture. One aspect is the suitability of specific skills, medical or pedagogic, and the corresponding needs of a poor rural community. Another is the correspondence between the career and life style expectations of personnel selected and the realities of rural community service. In both respects, choices that have shaped current HR are penalizing the rural poor. 

The lack of specific skills and training is borne out by the comprehensive 2001 evaluation of the Bank financed MECEP program by Carmen Montero and team, and by a parallel evaluation by Barbara Hunt that year.
 Both evaluations agree that “school improvement has not reached the rural schools,” and that “teachers in rural schools … need special training as well as special materials.” Furthermore, 73% of all primary school establishments are multigrade, and 90% of rural schools are multigrade. But the formal education of teachers does not cover the teaching methodologies needed within multigrade and one-teacher schools. Those methodologies are required to address in particular the diversity in terms of age, learning and language in multigrade classrooms.
   

According to a group of UGEL authorities in a small town: 

The MED provides a methodological guide for teachers working in unidocente and multigrade schools. But it is not enough. Teachers should receive special training before being sent to those schools, since they lack the knowledge to teach in those type of schools.

The problem of fit is also evident with respect to doctors, whose preparation continues to lack an adequate preparation for the public health priorities of rural communities, and most of whom do rural service only as a last choice, for the minimum time possible, and are focused on the standard career goal of specialization which is inconsistent with rural service. The “complete” and “full equipment” professional who has finished nine years study in medical school is in fact a very incompletely trained professional for primary rural service. 

Group of local authorities of a rural town: 

Doctors assigned to rural areas need and must learn social skills. Here, we do not need a “yanqui doctor.”

Former MINSA official and professor in faculty of medicine:

Most medical students try to learn the most complex cases, but they do not recognize that 70% of the cases that they will face in practice are colds. Furthermore, many faculties emphasize an academic education and focus on specialization and hospital work. Neither students nor faculty recognize the particular needs of primary care, especially in poor areas. ”

DISA authority: 

Doctors are trained now to work in a hospital not to work in rural service. Being a public health specialist is not good business. A specialist is lost in a small health center. To be effective in that type of establishment a doctor must be creative.

Nurse who worked in a rural area: 

Most doctors do not know how to diagnose, or how to treat malaria, dengue, uta, or leprosy. 

Another group of doctors in Trujillo recalled that during their SERUM years, they had had to work in cooperation with midwifes otherwise they could end up without patients. A professor of medicine in Lima agreed that “The way to reach a rural community is through the shaman.” 

Doctor reflecting on his rural experience:

Soon I had to realize that most of my patients called the midwife and not me. So, I talked to her and said: I will call you if they call me first, can you do the same? She agreed and from then I had the most rewarding experience. I not only learned from her but I also gained social skills that have helped me in my career”  

2.  Cost of Access 
A second bias against the poor arises as a consequence of the costs required to access and to use education and health services. 

a. Cash Costs
Students attending rural primary schools paid $22 annually, according to the 1994 ENNIV household survey.
 These costs included normal and “extraordinary” school fees, APAFA contributions, uniforms and textbooks, but not writing materials, and in some cases, boarding costs.  In the case of health, 69 percent of the poorest quintile patients had to pay user charges, which in the case of rural health posts averaged 2.20 soles.
 Additional costs were incurred when patients were required to pay for or supply materials for treatment, such as needles or bandages, and medicines. 

In addition, the hidden monetary, time lost or inconvenience costs, of tasks not done and long trips, can be significant. For the extreme poor, even small payments are often too large and thus exclude them access to public services. Thus, 66 percent of lowest quintile families reporting an illness in 2001 did not approach a public health facility for cost reasons, according to an evaluation of the Seguro Integral de Salud created in 2002.
 The Seguro has cut user fees but, as the same evaluation points out, has major problems reaching the poor.

At first sight, the cost of access problem appears to be attributable to management policies or to structural factors such as geography, and not to features of social sector human resources. However, health establishments at all levels have an incentive to charge user fees or to transfer costs to users in a variety of ways, such as requiring patients that they bring their own food or bed-sheets or bandages, or that APAFAs cover certain costs of school upkeep. As explained before, these revenues can be, and indeed are used to supplement the establishment budget, including the direct or indirect remuneration of personnel, whether or not the rules allow it.
 

User charges (direct or indirect) have acquired a strong legitimacy at the establishment level. The sense of legitimacy is made stronger by being shared between establishment personnel and community representatives, in CLAS boards, APAFAs, Consejos de Educación Institucional and other instances of participation. The practice is rationalized not only as a legitimate payment for establishment services but because it is accompanied by a degree of solidarity towards the local poor. This moral obligation, however, is administered by establishment personnel according to their own criteria for a “poverty line,” which of course becomes highly relative to local circumstances.
 The trend to increasing local autonomy is likely to reinforce this practice -which in effect blurs the production function distinction between management and HR- and could strengthen the anti-poverty bias produced by costs of access. 

b. Distance 

Geographical distance, which in Peru is often vertical or in difficult jungle terrain, elevates the cost of public services for both providers and users. The provider manages this problem by cutting back on quality and by not getting close to the client. The client is forced to bear the added travel and time cost of access, and gets a lower quality product. One aspect of quality is the reliability of service, which suffers in rural areas. An education supervisor commented:

Some teachers reside in the community but others commute. Commuters arrive late, and skip days. But those who reside in their community during the week skip Mondays and Fridays when they go home for visits.

Rural teaching thus involves a huge time and travel cost for both providers and users. We heard of some cases of four to five hour daily commuting to schools. Visits to health facilities often mean even longer commutes. Distance is a structural obstacle that requires affirmative action and expenditure on the part of authorities: if more is not spent per client, the client will receive less service than his urban counterpart.  With rural schools, supervision, support and delivery all cost more. Governments, however, have not been willing to bear the extra costs of rural education, and instead have cut back on support, supervision, provision of materials, as noted by one interviewee:
 

Anthropologist and education specialist:

Teachers in rural areas have been abandoned. They are isolated. Those who live in rural communities live there without their families. Some supervisors, if they ever reach those communities, only carry out administrative supervision. The lack of support for those teachers shows up in their effort and commitment. We notice the differences when they do receive support. For instance, teachers in special NGO projects or Fe y Alegría schools show more dedication and more motivation to work in rural areas. There is an important difference in terms of supervision: MED supervisors focus on finding the mistakes and sanction teachers, but Fe Y Alegria supervisors first ask: How can I help you?

3. Incentives

Many of those serving the poor do not have the qualifications and are not adequately prepared to face the challenges of providing service in poor areas. Rural service and some marginal urban postings are undoubtedly a hardship for the majority of doctors and teachers. 

Moreover, there are degrees of isolation and difficult living conditions, and greater hardship is surely correlated with greater poverty amongst the population. In addition, if the objectives are certain defined levels of health and learning, their achievement depends on the capacity to overcome the particular handicaps of the poor, especially in rural areas. A rural teacher, for example, must have the special skills, and/or the supplementary teaching materials required to teach children from Quechua-speaking families to read and write in Spanish. Aside from questions of fairness, there is a practical issue of whether the level and structure of remuneration for both teachers and doctors is doing the job of equipping, recruiting, and maintaining a sufficiently stable stock of HR required for service to the poor. 

a. Rural service 

The level and structure of remuneration does not act as an incentive for rural service. At present, both teachers and doctors receive additional payments for rural service, but the effective incentive value is not easy to estimate. A 2001 survey by Apoyo recorded an average wage for rural teachers of S/. 723, of which S/. 48 (6.6 percent) was rural bonus, whereas the urban average wage was S/. 703. However, the prospect of supplementary family income is a major consideration for teachers, whether in the form of second jobs for his/herself or of employment for the spouse or other family member, and that prospect is clearly less favorable in rural areas. 
All together, salary incentives for rural service are minimal, and in fact may not even compensate monetary opportunity costs and lack of payroll benefits of rural service. The evidence suggests that non-monetary incentives for rural service are also minimal. In fact, there may be strong career motivations to avoid or shorter the length of rural service.  One is related to the fact that formal education prepares both teachers and doctors for urban service. Thus, any kind of career advancement is seen outside the rural areas. 

Rural teacher: 

I worked previously in a community, an hour from here. Although I had the support of the parents who built a room for me and built new classrooms, I always wanted to move close to the city to advance my career. I am now in a community half an hour away from a small city where I can attend training.

UGEL specialist:

For an appointed teacher, the next step in his career is to become a director. In rural areas most teachers act as directors or are appointed as such.  So what more can be achieved there?”  

In the case of doctors, anti-rural career motivation is closely related to the possibility of losing career advancement opportunities, especially not receiving specialized training. According to a professor of medicine:

A doctor after 5 years without training is a menace, in fact in three years a doctor can fall behind.

DISA authority: 

Rural service could negatively affect a doctor’s career. After some years of rural service, the doctor is lost when he goes to city. Rural doctors know this. A rural doctor complained to him “you are holding me back” and looked for first opportunity to move away. 

Specialization and specialized training implies migration toward urban areas and a high turnover of doctors in rural areas. 

b.   SERUM Phased Out

In the case of doctors, a year of service in SERUM has been a condition for access to hospital internships as a route to specialization. However, SERUM does not necessarily attract the best recently graduate or motivates them to continue in rural service.

 The dean of a health faculty explained:

Rural service is a very important experience of a recently graduated health professional. However, currently, SERUM does not provide enough monetary compensation and is not integrated with a health professional career.”

Less formally, students studying to become teachers see a rural posting as a route to an eventual urban job.
 

All in all, there seems little doubt that the structure of incentives does not compensate for the disadvantages of rural service and that the probable consequence is that rural poor children are being penalized. Rural teachers are likely to be of lower quality, be more absent and put in less preparation.
 With doctors, deficient service is probably more an effect of lack of appropriate formal education, short postings and high turnover rates, given that effective primary and preventive health in rural communities requires local knowledge and trust-building. 

Regardless of all the difficulties of rural service, and lack of monetary and non-monetary incentives to stay, many doctors and teachers choose to stay for other reasons. 

A nurse who works more than twelve hours a day in a rural community:

When I came here, I did not plan to stay. Twice I decided to leave for family reasons, but the recognition I get from the community for my work encourages me to stay.

Teacher working in a remote community, where he can only travel once a month to see his family:

It is very difficult to work here, but I have the support and recognition of parents which helps me to do my job.
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� For health professionals, their career is ruled by specific regulations such as Health Professionals Law (Ley de los Profesionales de la Salud, DL Nº 23536), Ley del Trabajo Médico (DL Nº 559) and its regulation DS Nº 024-2001-SA; Ley del  Trabajo del Enfermero (Ley Nº 27669), Ley del Trabajo de la Obstetriz (Ley Nº 27853) and corresponding norms like DS 057-1986 which determines levels.  


� Chiroque (2004), insists that the incentive system for teachers must go beyond wages. Teachers’ need “to be someone” is a major theme in his study. 


� Iglesias (2003), p. 127.


� The concept of a downward spiral and tradeoff between teachers’ salaries and job tenure is an interpretation suggested by Juan Fernando Vega, of the Pontifícia Universidad Catolica. The historical analysis draws on Juan Ansion, “Los actores de la escuela: hacia un nuevo pacto educativo,” in Plaza (2001),  pp. 279-297. 


� MINSA establishments provided about one third of all consultations in 1985, and one half in 2000. 


� Diaz and Saavedra (2000), p. 20.


� One might add another 100,000 students studying to become teachers in over 300 highly decentralized institutes and universities.  


� Alcázar and Andrade (1999), Chapter 6. 
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� Rivero (2002), p. 36. 


� Chiroque (2004) refers to “the diversity of ways by which teachers earn extra money: many sell cosmetics; and men give private classes or work as street sellers (ambulantes).” p. 30.


� Arregui, Hunt, Diaz, (1996), Vol. II, p. 110.
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� Harding (2005), p. 16. 


� In 1994, the government appointed teachers based only on the holding of a title and permanence on the job as a teacher under contract for at least two years.


� Article 15, DL 559.


� Most health professionals were hired through the implementation of programs such as Programa de Salud Básica Para Todos (PSBPT), CLAS, and, in the case of excluded and very remote populations, the introduction of itinerant teams (ELITES). By the end of the nineties, the PSBPT program had incorporated under non personal services 10,806 health employees including doctors, non medical professionals and technicians.


�. Nota de prensa MINSA 28/12/04 and interviews.


� In the last three years, there have been increases for hospital emergency guard duty, (DS 008-2003-SA, Law 28167, DU 032-2002)
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� Apoyo (2005), p. 65.
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� A procedure for updating information is covered in article 81-83 of DS 019-90-ED.
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� Diaz and Saavedra, (2000), p.22


� Alcazar and Balcazar (2001), p. 38.


� Rivero (2002).


� APOYO (2001), Tables 2 and 3b. 


� Guzmán, (2001), pp. 203-238. According to World Bank (2001), p. 38, Quechua-speakers scored lowest of all regional or language groups on the 1996 mathematics achievement test applied to a national sample of 50,000 fourth graders. 


� Ruiz, Albino, La Serpiente de Luz, (undated mimeo) pp. 10-11.


� Ministerio Educación (2001), p. 71.  


� Montero, Oliart, Cabrera, Uccelli, (2001). Hunt, (2001). Hunt states that her conclusions are based on visits and observation of well over 200 classrooms between 1993 and 2001. 


� Eliana Sánchez Moreno, pp. 7, 70, 71,73, 117-119. 





� Saavedra, Melzi, Miranda (1997), p. 29. 


� Valdivia, (2002), p. 11-16.  


� PARSALUD, (2003), pp. 12-13. 


� Op. Cit., p. 2.


� In 2002 MINSA authorized payment of salary productivity and night watch bonuses out of the establishment revenues from charges. 


� One indication of which way the wind blows when it comes to defining who is or is not too poor to pay is that the term often used by establishment personnel is not “poor” but the stricter “indigent.” The room for local discretion when making means-test decisions is further increased by allowing giving patients to “owe” and pay in installments or when able to, which credit terms, which then allows the establishment to condone all or part of the debt.


� Sánchez Moreno, Eliana, p.48.


� Plan de Implementación, Op. Cit. 


� Apoyo [2001], Evaluación de los Efectos, p. 12, reports however that teachers in urban schools (polidocentes) had lower levels of professional education than those in rural schools (multigrado and unidocente). In polidocente schools only 31% had attended university or Instituto Superior Pedagógico whereas the proportion was in unidocente schools. Other available studies will be consulted to throw more light on this question. A study on absence rates by Halsey Rogers of the World Bank and Lorena Alcazar of GRADE in 2004 did find higher rates of absence in rural (15%) and remote (20%) than in Lima schools (7%). 
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