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ABSTRACT 

The Impact of the MDGs in the Decision Making Process regarding 

Development Oriented Policies for Education:  

The case of Nicaragua 

 

Min Ji Kang 

2014-24215 

International Cooperation 

Graduate School of International Studies 

Seoul National University 

 

 

Education is the subject promoted by the second Millennium Development Goal 

(MDG) and it is acknowledged as an important element for social, economic and 

political development. It is closely connected a nation’s positive welfare, to more 

knowledgeable people and to low poverty, which is why Education poses as one of the 

greatest social policy instruments at the disposal of governments. With the closure of 

the MDGs time lapse and with the introduction of the Sustainable Development Goals 

(SDGs) the time to reap the fruits that the governments have harvested through national 

policies and programs that were oriented to achieve this goal has come. In this paper, 

Nicaragua’s Strategic Plan for Education 2011-2015 implemented by the Nicaraguan 

government, will be analyzed and the results will be studied under the premises 

provided by the MDGs. This research is oriented to revise the analysis between human 

capital and education and how the Nicaraguan government has responded to the 

demands for education. 

________________________________________________________________ 

Key Words: Education, Wage Premium, School Enrollment, School Completion, 

Literacy Rate, Primary Education, Secondary Education, Tertiary Education, 

Returns of Education, Social Expenditure, Children, Young Adults, MDGs 
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1. Introduction 

1.1. Research Background 

 

The Human Development Index was created in virtue of providing a 

measurement system that would estimate the average of three different dimensions that 

exhibit achievements regarding human development. The first reports from the Human 

Development Index dating since the early 80s, presented that Nicaragua’s overall score 

reached 0.483 on its scale, which situated it in fifth place among the Central American 

countries, followed closely by Honduras and Guatemala, while Panama, Costa Rica and 

Belize placed on top of the disputed region. According to the Program ‘Estado de la 

Nación’, 35 years after the initial evaluation, Nicaragua has moved 0.614 points up the 

ladder, this time however, positioning itself in the last place among its Central 

American neighbors and placing number 132 out of 187 countries (Programa Estado de 

la Nación, 2014). 

In terms of poverty, Nicaragua is the second poorest country in Latin America; 

with a population of 5.8 million people, from which 47 percent live under the national 

poverty line, Nicaragua remains in the lowest scale of development when compared to 

other countries in the region.  

These statistics show that Nicaragua suffers from chronic poverty. It is a country 

that has fallen under the poverty trap and keeps on spiraling over this perpetual cycle 

without being able to decipher adequate solutions to get out of the incessant reaction 

chain of under development. 

While Nicaragua has been exponentially rising and tackling down its 

development issues, its general outlook seems to be focused on direct economic growth, 

paying less attention to peripheral development areas such as education.  
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The challenges that Nicaragua currently faces are countless. To attain 

socioeconomic development it is crucial to increase the country’s productivity and 

competiveness to achieve better market participation, articulate human capital, attain 

formal high quality jobs that raise wages and integrate education with technology and 

innovation. Education is a primordial and strategic factor, an indispensable 

precondition for social and economic development. 

Various studies determine that the correlation between a country’s economic 

growth and its progress in educational system is a positive one. It is for this reason that 

the United Nations focused on achieving universal primary education for all children 

by 2015. Not only does education help in the formation of a more literate and educated 

society but also at the same time, it helps countries boost their economic growth through 

the acquisition of better skills and more knowledge. Unfortunately, in an ironic twist, 

the focus the international community has given to primary education has resulted in 

problems in relation to secondary school access, evidenced by the chronic shortage of 

secondary school enrollment and low completion rates across developing countries.  

Therefore, for a country that finds itself chained to the cycle of poverty such as 

Nicaragua, it is important to render their focus on the construction of human capital 

through education –including pre-school, primary, secondary, technical and tertiary 

education-, as it is the prime instrument to secure the process of human capital. 

 

1.2. Research Motivation 

 

In 2000, Nicaragua agreed to the UN's Millennium Development Goals, which 

hold the mission of overcoming poverty, where Nicaragua is identified as the second 
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poorest country in Latin America. Nicaragua bounded to commit its agenda to reaching 

the goals established and to revitalize the country’s profile.  

In the context of the alignment of poverty reduction strategies with the 

Millennium Development Goals (MDG), there is a clear need for the assembly of strong 

human capital that will accelerate the rise on social mobility and open up the economy 

for a knowledge-oriented market.  

As the MDGs come to an end and the Post 2015 Development Agenda starts to 

unfold, the time to evaluate the progress made within the MDGs framework has come. 

In the case of Nicaragua, despite positive outcomes presented on the MDGs official 

tracking system, Nicaragua’s tangible achievements display more problems than what 

it is accounted for.  

 The second goal of the MDGs looks to achieve universal primary. Itpresents 

three different indicators: a) Net percentage of school enrollment; b) Completion Rate1 

and c) Literacy Rate (15-24 years old).  

On an international level, evidence suggests that school and education received 

inside the educational entity (including cognitive, learning and social skills) impacts 

greatly on wages and employment, subsequently transforming the labor market within 

a country.  (Heckman, Stixrud and Urzua, 2006; Currie and Thomas, 1999; Murnane, 

and Willett Levy, 1995). 

For the case of Latin America, it appears to be that the variables between low 

economic growth rates and low levels of cognitive skills are highly 

correlated(Hanushek & Woessmann, Do better schools lead to more growth?, 2012). In 

this context, it becomes a concern that Nicaragua is the only country in Central America 

with mismatching statistics. While it accomplishes a steady increasing school 

                                                        
1 This can also de substituted by the proportion of pupils starting grade 1 who reach grade 5 
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enrollment rate (primary level), it also counts with the largest percentage of children 

dropping out of primary school at 11,4%.  In other words, only five out of ten children 

will complete primary education. Additionally, secondary education rates, both in terms 

of enrollment and completion are remarkably low and the number of 

children/adolescents outside the education system counted for more than fifty thousand 

children on 2010.  

The facts mentioned above lead to question which time-term the government is 

looking to prioritize the most: a) short-term to medium achievements based on reaching 

the international MDG standards or b) medium to long-term goals directed to future 

outcomes.   

Moreover, the Inter-American Development Bank (Näslund-Hadley , Meza, Arcia, 

Rápalo , & Rondon, 2012) presented a paper analyzing the main issues and challenges 

for education in Nicaragua, in which they identified four main concerns: 

1. Institutional framework with coordination problems 

2. School attendance is the lowest in Latin America 

3. Nicaragua holds lowest completion rates in Latin America 

4. Learning quality is among the lowest ones in Latin America  

Added to these main problems, the impact of low level of education that suffers 

most of the workforce is extreme. The analysis of the structure of the Nicaraguan labor 

market also shows that almost seven out of ten jobs in Nicaragua are precarious jobs in 

the informal sector. Mostly, these jobs are based on self-employment and are unpaid 

jobs, mainly performed by family members, and employees of micro informal units 

predominate. These jobs generate very low income, which keep those who work on 

them under the poverty line. Thus, Nicaraguan economy is generating, mainly, only 

these types of jobs that can absorb a workforce with such characteristics. This translates 
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into an obtainment of poor human capital with unskilled capabilities and perpetuates 

the creation of low paying jobs that consequently reduce the chance of Nicaragua 

improving their poverty rates.  

Based on the assumptions of the human capital theory and on the income 

maximization of wages for the Nicaraguan population depending on educational level, 

this paper focuses on the positive correlation between higher education and higher 

wages. The main reason for carrying out this study is to take a deeper look into the 

enclosed approach that the Nicaraguan government has implemented to the 

improvement of education since it has been focusing primarily on the indicators 

proposed by the MDG 2.  

This paper is organized into five parts. Section II presents the literature review 

of previous studies on the education. Section III shows the methodology utilized to 

measure the income maximization of Nicaraguan wages. Section IV entails an 

empirical analysis based on the results obtained and an interpretation of their 

significance for the Nicaraguan education-labor market. Section V closes the research 

by providing some discussion and conclusions based on the empirical analysis. It also 

touches upon the limitations present in this research.  

 

1.3. Research Question 

 

The main purpose of this research is to provide an analytical evaluation over the 

structural changes in development policies oriented for children’s education based on 

the MDG’s agenda to assess Nicaragua’s strategy on improving education and 

subsequently reducing poverty. 

Under the MDGs framework, the Nicaraguan government has reformed its 
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development-oriented policies, including PRSP, which has allocated a special 

restructuration for education policies, in order to fulfill the indicators within Goal two 

of the MDGs. 

Do the reformative efforts of the Strategic Education Plan 2011-2015 promise 

sustainable and transformational change for the Nicaraguan education system or does 

it aim for a mere perfunctory fulfillment of the MDG indicators? 

 

1.4. Hypothesis  

H1:  

The reformed policies are growth-based oriented and are implemented along a short-

term vision. While it offers fast solutions, it leaves outside of the panorama factors such 

as quality of education and it does not discern between children located above and 

beneath the poverty line.  

H2: 

The focus on primary education aligns with the country’s Poverty Reduction Strategies 

because primary education provides sufficient human capital capabilities to increase 

the country’s economic and social development and reduce poverty rates.  

H3: 

While primary education is essential for the basic alphabetization of the population, 

this approach is short-term sighted. Taking into consideration that to exceed the 

national threshold of poverty Nicaraguan people need to receive a labor income of at 

least 11 years of schooling (complete secondary), it is important to push forward 
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policies that motivate students to not only enroll but complete secondary education to 

reduce poverty and build human capital. 
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2. Literature Review 

2.1. Human Capital Theory 

In an era where technology has changed the paradigm of the world, a new weapon 

that holds immeasurable value and changes all strata of human life arises: knowledge. 

The obtainment and control of knowledge has become one of the most important 

abstract assets necessary to push forwards for development. It is enveloped in the core 

of trend changing areas such as technology, globalization, market complexity and 

business. These millennial tendencies have indirectly pushed toward the search for 

those who own this particular asset to boost competitive aptitudes and productivity; 

people who possess knowledge capabilities come as the results of investment in human 

capital. 

Most sources reach consensus on the definition of human capital. The Organization 

for Economic Cooperation and Development (Organization for Economic Co-operation 

and Development, 2001) describes human capital as “the knowledge, skills, 

competencies, and attributes embodied in individuals that facilitate the creation of 

personal, social and economic well-being.” Marimuthu et al. (Marimuthu, Arokiasamy, 

& Ismail, 2008) define it as “the knowledge and training required and undergone by 

an employee that increases the individual’s capabilities in performing activities of 

economic values.” Oxford English Dictionary depicts it as “the skills the labor force 

possesses and is regarded as a resource or asset.” For this research, the concept of 

human capital is defined as the set of skills, knowledge, training and experiences that 

contribute to the increase on an individual’s productivity, therefore boosting his or her 

value in the labor market.  

To dive further into this concept, it is important to study the theory behind it. 

Theodore W. Schultz proposed the idea behind this theory in 1961. He defines human 
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capital theory (Schultz, 1961) as knowledge and skills obtained by people as capital in 

the process of vocational and technical education. Meaning that there is an initial 

investment on the acquisition and improvement of a set of skills and knowledge that 

generates returns in the form of income. According to Babalola(Babalola, 2003), there 

are three main justifications behind making an investment in human capital:  

1. The new generation must be given the appropriate parts of the knowledge which 

has already been accumulated by previous generations;  

2. New generation should be taught how existing knowledge should be used to 

develop new products, to introduce new processes and production methods and 

social services;  

3. People must be encouraged to develop entirely new ideas, products, processes 

and methods through creative approaches. 

 For a more holistic understanding, it is useful to comprehend how human capital 

is assembled and which are the main sources that embody it. Acemaglu(Acemoglu, 

2012) proposes five different sources of human capital: Innate ability, schooling school 

quality and non-schooling investments, training and pre-labor market influences. For 

practical purposes, this study focuses on the aspect of education and schooling.  

 Human capital theory accentuates the role that education has on the 

maximization of productivity for workers through the accumulation of cognitive skills 

and the combination of innate abilities and investments in schooling(Olaniyan & 

Okemakinde, 2008, pp. 157-162). In this sense, based on Backer’s assumptions, it in 

inevitable that education and economic development are highly correlated because the 

instrument that facilitates the construction of human capital is education. As Hanushek 

and Wößmann present on their paper, there seems to be a strong correlation between 

economic growth and years of schooling. They calculated the average annual rate of 
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growth in GDP per capita over a 40-year period against years of schooling at the 

beginning of the period for a sample of 92 countries2(Hanushek & Wößmann, 2007). 

 

Figure 1. Added-variable Plot of Growth and Years of Schooling without Test-score 

Controls 

 
Source: Hanushek and Wößmann (2007) 

 

Figure 1 implies that each year of schooling is statistically significantly associated with 

a long-run growth rate that is 0.58 percentage points higher. Education is a key 

component because it represents the means in which knowledge and skills are 

introduced and developed through. Education also quantifies how much knowledge a 

person has reached or not depending on their level of education based on the number 

of schooling years he or she has received.  

An advocator for education as a form of investment for future social mobility is 

Nobel prize-winning economist Gary S. Becker. Becker emphasizes that: “human 

capital analysis starts with the assumption that individuals decide on their education, 

                                                        
2Both growth and education are expressed conditional on the initial level of output, to account for the 

significant conditional convergence effect 
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training, medical care, and other additions to knowledge and health by weighing the 

benefits and costs. Benefits include cultural and other non-monetary gains along with 

improvement in earnings and occupations, while costs usually depend mainly on the 

foregone value of the time spent on these investments.”(Becker, 1992, p. 385) He goes 

to assure that for an individual who has weighted the costs and benefits of this 

investment and has actively decided to continue on investing, foregoing the opportunity 

cost of immediately earning a wage, his or her income will be higher than the average 

wage rate as a return for the willingness to ‘pay’ for the extra value that education and 

training hold as additional and self-improving assets that will ultimately increase 

productivity. It can be implied then, that human capital becomes a premium labor force, 

since it is a more experienced and educated labor.  

Nonetheless, several authors disagree with the idea of education being the most 

important variable in achieving human capital.  Levin and Kelley(Levin & Kelley, 

1994) question the payoffs from increased education and attribute the increase in 

productivity to other factors such as contracts, management practices and training. 

Similarly, Spence argues that due to the lack of criteria to attribute to productivity, 

education stands as the only way to measure the potential productivity of a 

worker(Spence, 1973). Nonetheless, while there is criticism against the idea of 

education as a driving force for the creation of human capital, its major role is 

irrefutable and marks the basis for economic growth and development.  

 

2.2. MDGs and its limitation: MDG 2 

Based on the previous premises regarding education as a mechanism to achieve 

human capital, it is plausible that countries seek to enhance their human capital stock 
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to create a bigger, wider and more dynamic markets where labor is highly productive, 

hence upgrading the overall market setting.  

Mincer’s model of human capital (Mincer, 1958) measures the effects of gains in 

income through education relative to the opportunity costs in ‘lost’ work time in 

attaining higher education levels. This translates to the idea that the higher the 

education, the higher the future return. Considering these results, the pursuit for human 

capital has become an essential aspect in development agendas; therefore, it is evident 

that human capital development has a strong impact for educational policies. Perceived 

as an engine of growth, education holds primary stance when development agendas are 

formed. The most prominent modern example is the Millennium Development Goals 

(MDGs) and its dedication to the goal of education. Established on September 2000 by 

United Nations, the MDGs proclaimed eight universal goals that sought to foster 

sustainable development and achieve a series of objectives by 2015.  

It is undeniable that the MDGs established a backbone to measure the route of 

global trends. The MDGs true significance relies on two aspects: 1) recognition of the 

socio-economic problems consequence of uncontrolled economic growth due to 

globalization and trade openness and 2) the establishment of global goals binding to 

every country focused on human well being. Overall, the MDGs looked to improve 

conditions for people and pressured this agenda through the set up of a deadline. They 

provided a clear vision of what a desirable state entitles and should be.  

Nonetheless, while the MDGs served appropriately as a prototype for the realization 

of a global agenda, they suffer from severe internal flaws both in their construction and 

implementation. A research paper for the UN System Task Team on the Post-2015 UN 

development agenda exposes the main and most crucial limitations of the MDGs. The 

paper reflects: “In terms of conception, there are two basic problems. First, the MDGs 
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specify an outcome but do not set out the process which would make it possible to 

realize the objectives. In other words, the MDGs specify a destination but do not chart 

the journey. Second, the MDGs are stipulated without any reference to initial 

conditions, but where a country gets to in any given time horizon depends at least, in 

part, on where it starts out from. Global goals meant as norms, but often read as 

targets, also do not recognize that there may be significant differences in national 

priorities. In sum, the MDGs focus on a comparison between an undesirable state and 

a desirable state, but do not recognize the importance of the process of change, or the 

transition path, from one state to the other. This implicit separation of ends and means 

compounds the problem. But that is not all. There is another fundamental limitation. 

The MDGs are set out in terms of aggregates or averages which often conceal as much 

as they reveal because there is no reference to distributional outcomes.”(Nayyar , 2012, 

pp. 6-7). Nayyar points out relevant points that address major weaknesses of the MDGs. 

One of the aspects that had underlying negative limitations was MDG 2, which 

looks to achieve universal primary education. Fehling et.al express the most basic 

limitations for this particular goal. The utmost crucial limitation for this MDG is that it 

focuses mainly on primary education, without pushing for further education –secondary 

and tertiary-. This stands as an impediment to achieve real human capital because it is 

concentrated in the most basic strata of education. Knudsen  acknowledges that the 

respective lower levels of schooling are an input for the subsequent higher levels of 

education(Knudsen, 2008). However, he differentiates between the outcomes from 

primary education and secondary education. He continues his argument by explaining: 

“secondary education could have an effect on economic growth via skills that help to 

adopt (foreign) technologies and knowledge and consequently increase capital 

investment” (Knudsen, 2008, p. 108). Primary education serves as the pillar for any 
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kind of education; without it, there would be no foundations in order to keep on moving 

up the economic and social ladder, however, it is important to remember that education 

is not a single experience but rather a continuing process which should be unceasingly 

promoted.  

Under the premise of long-term sustainable development, the construction of 

human capital should be prioritized and the goal regarding education should not ignore 

the spheres of secondary and post-secondary education. Considering the premise of 

human capital theory, when a population is highly educated, it stands for a productive 

population or a population with heavy labor baggage. In other words, to emphasize the 

objective just on primary education means that the population will obtain a certain level 

of knowledge but not the necessary one to achieve high quality human capital.  

Besides this, there are other problems mentioned, such as the poor quality of 

education, the lack of school access, the low ratio of pupils per students, which are not 

measured within the indicators of goal. Unfortunately, it ironically turns the positivity 

of the goal into a one-sized-fits-all approach that delivers a half-assessed target with no 

clear vision for the long-term development and no improvement of human capital. This 

can be especially hurting to the process of policy making; creating a policy that 

dismisses such limitations can only lead to the formation of a policy taking a wrong 

approach at building human capital. For developing countries that are trying to decrease 

their respective poverty lines and produce a more productive and educated population, 

it is crucial to choose the correct tactic that responds to their particular needs. 

 

2.3. Educational Development Strategies 

2.3.1.1. Nicaragua’s education structural problems 
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To achieve the ultimate goal of building a better and more qualified education, 

the government of Nicaragua has had a series of plans directed to the development of 

the education. However, it is important to understand the most basic of problems in the 

country to analyze the validity of their solutions.  

The Inter-American Development Bank (Näslund-Hadley , Meza, Arcia, Rápalo , 

& Rondon, 2012) presented a paper analyzing the main issues and challenges for 

Nicaragua, in which they identified four main concerns: 

5. Institutional framework with coordination problems 

6. School attendance is the lowest in Latin America 

7. Nicaragua holds lowest completion rates in Latin America 

8. Learning quality is among the lowest ones in Latin America  

 

2.3.1.2. Strategic Plan for Education 2011-2015 

Based on these chronic challenges, the Nicaraguan government sets out to seek for three 

commitments regarding education: 

1. A national literacy campaign 

2. Free access to Subsystem Basic and Secondary Education 

3. A sustainable educational change with quality, equity, entrepreneurship, research, 

innovation and contextualized to the beneficiaries. 

 

Nonetheless, these commitments present one major problem at the moment of 

implementation: the lack of coherence among programs. Unlike other countries in the 

region, education in Nicaragua is solemnly controlled by the state; no other entities are 

allowed to convey in it besides the Ministry of Education (MINED), which is the 

implementing organism. Since 2007, Nicaragua has had two ministers running the 
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MINED and has executed six educational strategies that aim to reduce the dropout rate 

and ensure quality education(Castillo Bermudez, 2014). 

Despite the many educational strategies that the Ministry of Education has tried 

to implement, the school system still fails to solve the problems of access, coverage and 

quality of education. One important reason for this resilient failure falls under the 

incoherency among the proposed programs due to the constant change in high rank 

positions within the Ministry. The MINED has been reluctant to show the results of 

each different program and it is indisposed of providing information regarding tuition 

and other educational indicators that would prove the validity and effectiveness of their 

policies. The inconsistency and lack of transparency causes instability in the school 

system because Nicaragua does not define a clear and long term policy that displays 

the aim for the future of education. Yadira Rocha, representative of the Council for 

Adult Education for Latin America (CEAAL) in Nicaragua, denotes that until the 

Ministry reaches a long-term National Education Plan, defined and agreed by different 

sectors, every change will bring disorders because there is currently no plan indicating 

the path for sustainable education(Belli Pereira & Asensio Flores, 2015, p. 5).  

Nonetheless, despite this structural issue and the lack of coordination, educational 

plans were formed and executed. The most recent national plan called the Strategic Plan 

for Education 2011-2015 engages the three main principles and presents programs for 

education. It reaffirms the continuation of the policies from the 2007-2011 

Plan(Näslund-Hadley , Meza, Arcia, Rápalo , & Rondon, 2012, pp. 17-18): 

 More education: aimed at reducing the illiteracy of the population of 15 years 

old, and increase access and coverage Educations Preschool, primary, 

secondary, special and initial teacher training. 



 28 

 Better education: mainly aimed at transforming the educational curriculum, as 

well as training and educational training. 

 Other education: aimed at transforming the values of education and system 

education. 

 Participatory and decentralized educational management: which encourages 

participation citizenship, fathers and mothers, educators and students, NGOs, 

local governments, media and international aid agencies in the formulation and 

management of educational policies. 

 All educations: which coordinates the various subsystems and components 

education system, in a global and integral whole. 

Notwithstanding, even with the aims for a better education within the plan, the 

elements for improving the quality of education are rather limited, especially because 

of the primary education focus based on the MDG goal and the lack of long-term vision. 

In this regard, Vijil expresses that: “Education is always a long-term process and we 

won’t get anywhere if we continue responding with short-term policies. (…) We have 

to abandon a whole pile of distracters in the educational system and put together 

policies aimed at achieving those goals. But if we don’t know where we’re going or 

what we want... Why were educational policies imposed on us from outside during the 

nineties? Because we didn’t have—and still don’t have—our own vision. We have to 

develop a national vision that translates into state education policies that survive 

beyond individual governments and the changing of ministers and officials.”(Vijil, 

2008) 

These problems are the foundation for this research. As Nicaragua tries to 

improve their educational system and get out of the bottom of negative results among 

the Latin American region, Nicaragua must refocus on the construction of human 
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capital to produce more desirable and strong labor force that will revitalize not only the 

Nicaraguan economy and market but who can provide a pivotal change in their society 

and general outlook.  
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III. Methodology: 

 

As previously argued, one of the fundamental flaws that the Strategic Plan for 

Education 2011-2015 suffers from is its one-size-fits-all approach consequence of 

the MDG’s guideline. As the goal focuses predominantly on primary education, so 

do the Plan’s main objectives. Primary education is the pillar to a societal 

transformation; a literate and educated population holds more value for an economy 

than unskilled labor. Thus, the increase in human capital, not only in the primary 

stages of education but of post-primary ones, is needed. 

To proceed with the research and to analyze the relationship between income 

and years of school based on the human capital theory, this study focuses on an 

income maximization analysis based on the results given by FUNIDES3(Laguna & 

Porta, 2013) and their respective analysis on return for education in Nicaragua.  

This research centers on measuring Nicaragua’s income relative to the years of 

schooling. The main argument rests on the assumption that every household has a 

utility function, which depends on the human capital of its children and the 

consumption of all other goods and services. An investment in another year of 

schooling raises a child’s human capital at the cost of reduced consumption of other 

goods and services.  

The approach was based from Jacob Mincer’s model, which will be used as a 

reference model to start the analysis. In 1974, Mincer modeled the natural logarithm 

of earnings as a function of years of education and years of potential labor market 

                                                        
3FundaciónNicaragüensepara el DesarrolloEconómico y Social (FUNIDES). Nicaraguan Foundation 

for Economic and Social Development 
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experience to determine the relationship between income and school. He noted the 

formula as: 

 

 

 

where  is earnings (  is the earnings of someone with no education and no 

experience);  is years of schooling;  is years of potential labor market 

experience.  

Mincer’s equation implies that the profitability of the years of study is linear in 

time, which allows understanding the average return of education on individuals, 

but a major restriction is that it does not account for the profitability of years of 

education according different educational levels. Heckman, Lochner and Todd 

(Hanushek, Lochner, & Todd, 2003) identified it as one of the main adjustments 

that need to be done in studies on the returns to education. Taken this into 

consideration, FUNIDES adjusted the equation to measure the income per 

educational level, which utilized formula can be seen on the Appendix. 

Based on the results from the FUNIDES report and taking data from the Nicaraguan 

LSMS 2009, this paper concentrates on understanding the income maximization 

per household in terms of returns generated by schooling years and different 

educational strata.  
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4. Empirical Analysis:  

 

Opportunities in education 

Education is an elemental key for the economic growth and development of a 

country. From the micro level perspective, education presents opportunities to have 

social mobility and climb the poverty ladder; from a macro level viewpoint, education 

is the instrument that allows the construction of human capital that increases national 

productivity and competitiveness, thus elevating the economic and social areas of the 

country. This section will be divided into three main subtopics: The first subtopic will 

provide an analysis of the results form the current schooling system (Strategic Plan for 

Education 2011-2015) based on the three MDG indicators. Second, the study will look 

into how educated the Nicaraguan labor force is and how the lack of quality in education 

affects workers in Nicaragua. The last section focuses on the returns of education and 

attempts to answer if investment in education pays in Nicaragua.  

 

4.1 Results from the MDG indicators 

Goal 2 from the MDGs focused on achieving universal primary education. Taking this 

goal as a vision for their national development policies, Nicaragua launched its PRS in 

December 2005 called the National Development Plan (NDP) that included goals, 

targets and indicators in complete alignment to the MDGs. The 2007 incoming 

government undertook the development plan; for education, the government redefined 

the strategies by ‘cutting perverse neoliberal trends that ruled over 16 years and 

damaged intensely the educational system’(MINED, 2011) and creating new strategy 

plans.  
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4.1.1 School Enrollment: 

Nicaragua’s commitment to the MDGs proposed a goal of a net primary 

enrollment of 100% by 2015. As Table 1 shows, based on the forecasts presented from 

the Poverty Assessment Report, the World Bank classified this goal as ‘unlikely’ to be 

achieved, which was worrisome due to the long-term consequences in building human 

capital capabilities.  

Table 1. Nicaragua: Prospects for Attaining Long-Term PRS Goals and MDGs 

 
Source: Nicaragua Poverty Assessment (2008). World Bank 

 

However, Nicaragua has made significant and considerable progress in the area of 

school enrollment. According to the LSMS 2005, Nicaragua's population of children 

and adolescents of school age is 37.1% of the total population, which means that about 

4 out of 10 Nicaraguans should be incorporated into the education system, either in 

preschool, primary or secondary education. As Figure 1 presents, in the last couple of 

years, Nicaragua has had a remarkable increase in school enrollment rates. 
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Figure 2. Gross, Net and Adjusted Enrollment 2001-2010 

 

 
Source:(Instituto de Estudios Estrategicos y Politicas Publicas, 2012) 

 

As one can understand, since 2001 until 2010, Nicaragua has had an exponential 

increase in their gross, net and adjusted net enrollment rates. As the Strategic Plan for 

Education 2011-2015 presents, for net enrollment rate, out of 100 students between 6 

to 11 years old, 93 were enrolled either in primary school or secondary school4. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

                                                        
4 For Nicaragua, primary school starts at the 1st grade and finishes on 6th grade. Secondary education 

goes from 7th grade (1 Cycle including 8th and 9th grade) until 11th grade (includes 10th and 11th grade). 

In 2005, there was an educational change in the entrance age to primary school from 7 years old to 6 

years old to fight against desertion and repetition years causing an incident of extra age which can be 

seen in the Gross Rate indicators that surpass a 100%.  
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Figure 3. Net Rate for school enrollment, 2007-2010 

 
Source: MINED. Strategic Plan for Education 2011-2015. 

 

As for the rest of education, in terms of gross rate enrollment, pre-school rates (from 

ages 3 to 5) reach 55% while secondary education reaches 57%.  

 

Figure 4. Gross Rate for school enrollment, 2007-2010 

 
Source: MINED. Strategic Plan for Education 2011-2015. 

 

This can be explained by three factors: First, the MINED has implemented 

different strategies to appeal to parents sending their children to school rather than 

making them work. The Ministry has pushed for programs with school meals 

(decreasing the cost of alimentation inside the house) and also providing school 

packages that include school utensils (partially reducing the direct costs of schooling). 
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Second, the entry of children that were previously excluded has also helped expand the 

enrollment rate. Children from rural areas and from lower economic levels are now 

being allured and incorporated to the school’s system. Third, due to improvements in 

the country’s health department, there has been a gradual population growth, 

accompanied with extended life expectancy and less mortality. This phenomenon has 

pushed people to grow older and young generations to shrink its size. As Figure 4 

demonstrates and as MINED forecasted, the population that is within the ranges of 

school-age (between 3 and 17 years old) will see a gradual decrease from 2005 to 2015 

for a 1.31% of the population(MINED, 2011, p. 9). This translated to a reduced 

schooling population easier to cover and to reach to.  

 

Figure 5. Nicaragua’s population and school-age population (2005-2015) 

 

 
Source: MINED. Strategic Plan for Education 2011-2015. 

 

 

In spite of such important advances Nicaragua still presents enrollment rates 

lower than the rest of Latin American countries. According to the IDB, for the Latin 

American general scenario, the average enrollment rate for primary education covers 
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above 90% (some countries such as Argentina, Chile and Uruguay have achieve almost 

a 98%), secondary education covers at least 80% and tertiary presents 30% of 

coverage(Banco Central de Nicaragua, 2007). All exceeding Nicaragua’s numbers. 

 Another troubling issue is that schooling enrolling depending on level of 

poverty. As mentioned before, excluded groups have been actively pursued to close the 

socioeconomic educational gap. Nonetheless, results have been disappointing and 

require further analysis.   

LSMS 2009 shows that socioeconomic backgrounds are crucial for the 

enrollment or non-enrollment of children. The results from the survey illustrate that as 

poverty level rises, so does the possibility of not attending school, leading to more 

children without education.  

Table 2. School Enrollment Depending on Poverty Level 
 Poverty Level 2009 

Enrollment Not Poor Poor Extremely Poor 

Yes 96.1% 90.1% 79.5% 

No 3.9% 9.9% 20.5% 

Total 100% 100% 100% 

Source: Author’s creation based on LSMS 2009 

 

The probability of non-enrollment evidences the great gap between the extreme 

poor and the not poor, where 20.5% of the population answered that they would not 

enroll in school compared to the only 3.9% from the not poor people. It is also of great 

importance to understand the motivation behind this choice from the perspective of the 

extremely poor populations versus the not poor one. The IEEPP made a study inquiring 

on the reasons for not enrolling according to poverty level based on the LSMS 2009. 

They enlisted seven reasons and measured the answered to the different 

groups(Instituto de Estudios Estrategicos y Politicas Publicas, 2012, pp. 20-21). The 

reasons included, lack of money, distant school, family issues, chronic 

disease/disability, work on fields, not interested, others. 
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Table 3. Reasons to Not Enroll depending on Poverty Level 
 Poverty Level 2009 

Reasons Not Poor% Poor% Extremely Poor% Total 

Lack of money 26.7 34.0 34.4 32.6 

Distant school 12.3 30.2 20.7 22.3 

Family issues 31.1 14.6 15.0 18.2 

Chronic 

disease/disability 

20.7 6.7 7.2 9.9 

Work on fields 2.0 5.3 6.1 5.0 

Not interested 4.9 2.9 5.2 4.4 

Others 2.3 6.3 11.4 7.6 

Source: IEEPP. La Educacion Primaria en Nicaragua: Condiciones que favorecen u 

obstaculizan el aumento de la matricula, la retencion y la promocion escolar based on 

LSMS 2009 

 

The LSMS 2009 reflects that the primary reason for not enrolling both the poor 

and extremely poor people is the lack of money and while the government has tried to 

promote school insertion through the provision of school meals and utensils package, 

there are other direct costs that the government does not cover such as transportation 

(linked to the second reason for not enrolling), cost of school uniform, shoes, books, 

plus other expenses. The LSMS 2009 shows that the average income for an extremely 

poor family is C$ 6883.35 meaning that the annual income of an extremely poor family 

equals to roughly around 330 USD; for a poor family, the income is of C$ 9658.8 (464 

USD) and for a not poor family is C$ 28,481.2 (1,364 USD). Based on this data, the 

IEPP made an estimate of how much a family spends per children annually.  

 

Table 4. Annual Expenditure on Education depending on Poverty Level 
 Poverty Level 2009 

Annual Payments Not Poor Poor Extremely Poor Average 

Córdobas 3,040.9 358.2 144.4 1948.6 

Dollars 149.5 17.6 7.1 96 

Source: IEEPP. La Educacion Primaria en Nicaragua: Condiciones que favorecen u 

obstaculizan el aumento de la matricula, la retencion y la promocion escolar based on 

LSMS 2009 

 

                                                        
5 1 US Dollar = 20.83 Nicaraguan CordabaOros on 12/18/2009 
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These results show that it only those who are located in the Not Poor segment 

would be able to afford an average national annual education expense. This under the 

assumption that the family holds only one child but the LSMS 2009 also shows that the 

poorer the household, the bigger it is, in which there is the possibility that there could 

be more than one child. This is a variable that must be address because it leads not only 

the failure of school enrollment but also it has repercussions over the completion rate 

and desertion rate, which will be discussed on later on the analysis.  

 Moreover, another disconcerting problem lies in the enrollment rate for 

secondary education. School enrollment should not only focus on primary education 

but on pre-school and secondary school as well because they both hold foundations to 

better human capital. In this sense, Acevedo explains: “The net secondary school 

enrolment rate in Nicaragua stands only at 41% - this rate implies that 6 out of 10 

young people of secondary school age remain out of the education system – and is 

similar to that registered in Mozambique – an African country with a per capita income 

40% lower than that of Nicaragua –, while the net secondary school enrolment rate in 

Bolivia reaches 71%.” (Acevedo Vogl, p. 10).  

 

Figure 6. Net rate for Secondary Education 2004-2013 

 
Source:(Foro Educativo Nicaragüense EDUQUEMOS , 2014, p. 9) 
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Whilst the enrollment rate has been rising, it is still under low levels compared 

to the rest of Latin America. It must be considered that this is merely the count of 

enrollment, it does not transfer for actual completion of secondary education, which 

will be discussed in the next section. The World Bank (World Bank, 2008) studied the 

net enrollment rates for all education levels and found that for the capital –Managua- 

enrollment rates both in pre-school and secondary school doubled those from rural 

regions such as the Atlantic and Central Regions. These areas are mostly covered with 

poor and extremely poor population, and while, primary education’s enrollment is flat 

across regions, the other two vary by a deplorable number creating a wide gap between 

education possibilities.  

 

Table 5. Enrollment rates in the Atlantic Region fall behind nationally, especially for 

preschool and secondary school. 

 

 
Source: World Bank (2008). Nicaragua’s Poverty Assessment based on LSMS 2005 

Given these issues, it is important to continue on analysis the other indicators to have a 

holistic comprehension of the consequences that focusing on merely rate numbers 

produce. 

 

4.1.2 Completion Rate 

The second indicator of the MDG 2 revolves around completion rate for primary school. 

The goal strives for all children to complete a full course of primary school by 2015. 

According to data from UNESCO’s database, the completion rate for primary school 

spiked to an 80.36% by 2010, gradually rising throughout the years. 
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Figure 7. Percentage of Completion rate of Primary Education for Nicaragua 

 
Source: Author’s creation with UNESCO data 

 

At first glance, based on purposes for MDG achievement, the increase in 

completion rate seems to be successful. However, upon further examination, this 

number needs additional evaluation.  

 First, Nicaragua presented a program called “Batalla por el sexto grado”, which 

translates to “Battle for the Sixth Grade”. It is an historical challenge oriented to the 

completion of primary education(Instituto de Estudios Estrategicos y Politicas 

Publicas, 2012, p. 9). The main problem is what it is known as ‘shelling of school 

enrollment’ and it consists on the loss that school enrollment faces during primary 

school throughout the years for students that start their studies but fail to complete 

school in the estimated time. As Figure 7 presents, according to the LSMS 2009, a total 

of 49.3% of the students manage to complete primary school. The alarming data is that 

out of that total of 49.3%, 62.3% population that finishes primary school belongs to the 

Not Poor segment, meaning that from the division of extreme poverty only 21% of 

children manage to finish primary school. This evidences a huge inequality gap in 

education completion.  
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Figure 8. Percentage of Completion rate of Primary Education for Nicaragua per 

Poverty Level 

 

 
 

Source: (Instituto de Estudios Estrategicos y Politicas Publicas, 2012) 

 

According to the IDB, in Latin America, nine out of ten children complete 

primary education(Näslund-Hadley , Meza, Arcia, Rápalo , & Rondon, 2012); in 

Nicaragua, only five out of ten do, making the country have the lowest rate of 

completion within the region.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 43 

Figure 9. Completion Rate for Primary school. Ages 15 to 19 

 
Source: (Näslund-Hadley , Meza, Arcia, Rápalo , & Rondon, 2012, p. 10) 

 

 

According to this figure provided by the IDB and its report, in Nicaragua only 

three out of ten children belonging to the poorest quintile complete primary education; 

in the richest quintile, however, eight out of ten reach this level. Nonetheless, 

completion rates are low even for the richest young people of the Nicaraguan 

population, particularly when compared to Latin America, where one hundred percent 

of youth in the highest wealth quintile have basic primary education. 

Failure in completion rate for primary school is represented by two causal 

problems: desertion of the school year and school abandonment (dropping out of 

school).  The first conveys to a temporary absence and gradual reincorporation to school 

by next year; the second one means a dropping out of school indefinitely and with no 

plan of return.  

In terms of desertion of the school year, as Figure 10 shows, the beginning of 

the millennium showed a small percentage of school desertion in comparison to the 
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steep rise given in 2006-2007, which can be explain by the non financing of the ‘Social 

Protection Net’ which was a program that covered education expenses for families 

below the poverty line that included a school bonus and school backpack.(Bastagli, 

2009) However, it is important to note the since then, it has been constantly declining.  

 

Figure 10. Desertion of the school year (2001-2010) 

 
Source: (Instituto de Estudios Estrategicos y Politicas Publicas, 2012) 

 

 

As presented in the Figure below, desertion of the school year by educational 

level shows that the grades that receive more ‘shelling’ are second and fifth grade. By 

2010, second grade had a 25% drop out rate while fifth grade had a 15% one. The 

transition between grades seems to be highly sensitive in the first grade –which holds 

high educational expectations- and the fourth grade –which starts the transition to 

harder subjects regarding Math and Sciences-. 
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Figure 11. Desertion of the school year Academic Level 2002-2010  

 

 
Source: Source: (Instituto de Estudios Estrategicos y Politicas Publicas, 2012) 

 

Regarding school abandonment, the LSMS 2009 does not inquire in detail the reasons 

to why children drop out of school, but it does show that 17.7% of them decide to 

definitely drop out of school and amongst the poor quintile, this percentage escalates to 

25.9%. According to IEEPP, the main reason to retire from school falls into “do not 

want to continue/ does not like school”.  
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Table 6. Reasons for not attending to class. Group between 7 and 23 years old. 

 

 
Source: (Instituto de Estudios Estrategicos y Politicas Publicas, 2012) 

 

 

Out of the population interviewed for the LSMS 2009, 30.7% of the children 

dropped out of school because they did not want to be involved at school. This result is 

troublesome since it shows that the lack of motivation or lack of interest in school is a 

strong decisive factor not for enrollment but for completion of school. It is important 

to understand why these children feel demotivated to continue their studies because this 

answer might evidence the low relevance in the 

 quality of educational supply being offer which might be a factor contributing to the 

lack of incentive among children and young people. The second reason that weights on 

the decision to quit school is because of work/labor at fields with a 21.7% and the third 

one corresponds to the lack of money with a 20.3%. From these three main reasons, it 
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is possible to conclude that the lack of interest in school, added to the lack of money, 

push the population into the labor market, which satisfies their immediate need for 

money.  Child labor becomes a solution for abandoning school and once children enter 

the labor force, it is very hard to reintegrate them into the school atmosphere due to the 

opportunity cost between spending their time studying and spending their time 

working. A study made by INTERVIDA regarding child labor concluded that 30% of 

the interviewed children answered that “it is appropriate to drop out of school in order 

to work if the family is poor”, to which there was a stronger response by children from 

the 1st and 4th grades6(INTERVIDA, 2009, p. 33). Most of these children end up 

working for activities involved in the primary sector (Annex 1) which activities involve 

agriculture or fishing with low wage returns, or doing staying at home domestic work.  

For secondary education, the direction does not seem to improve, rather, 

completion rate for secondary education is even harder to achieve. Secondary 

Education is commonly divided between I Cycle and II Cycle. I Cycle include seventh, 

eighth and ninth grades and II Cycle includes tenth and eleventh grades. In Central 

America by completing I Cycle an adolescent is legally able to get a part time job since 

by the end of the cycle, he or she would have turned 15 years old. Many relatively low 

paying jobs request only the completion if I Cycle of Secondary Education as a job 

requirement, which is an explicit motive to not finishing the two terms of high school 

since having the first one is enough to find a job. Considering this, as the Figure 12 

illustrates, by 2010 completion rate of I Cycle of high school reached 44% while II 

Cycle only obtained 41% of completion rate. This means that out of 100 young adults 

                                                        
6 This can be linked to the rise in desertion in grades 2nd and 5th previously explained in the school 

enrollment subsection.  
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and adolescents, only an average of 40 of them will finish secondary education in its 

totality.  

 

Figure 12. Completion Rate per Educational Level 2007-2010 

 

 
Source: (MINED, 2011, p. 24) 

 

The pattern of completion rate shows that it has been constant in staying below the fifty 

percentage of total completion. Compared to the completion rates on primary 

education, there is a big gap and it leads to believe that there is not enough incentive 

that pushes adolescents and young adults to continue their secondary studies. It also 

shows that the goal to achieve a high completion rate for secondary education is not 

being aggressively pursued as the completion for primary education. In comparison to 

the rests of the Latin American countries, Nicaragua has the lowest completion rate of 

secondary education in the entire region for both secondary educations’ cycles (see 

Annex 2).  
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Figure 13. Completion of Secondary Education Latin America. Young adults between 

20 and 24 years old. 

 

 
Source: (Näslund-Hadley , Meza, Arcia, Rápalo , & Rondon, 2012, p. 11) 

 

4.1.3 Literacy Rate 

In 2008, Laguna and Angel-Urdinola worried that “in extremely poor 

households in Nicaragua, one out of four young people between the ages of 15 and 24 

years is illiterate (…) it is alarming that while 99% of young people from the richest 

quintile can read and write, only 78% from the poorest quintile can do so.” (See Annex 

3)  However, from 1998 to 2005 there was a raise of literacy of 8 points(Angel-Urdinola 

& Laguna , 2008, p. 8) and since then, there have been several new programs directed 

to improve illiteracy among the general population. The Nicaraguan government has 

pushed numerous initiatives and strategies to reduce illiteracy among young adults 

(ages 15-24, those who abandoned school but need basic knowledge for activities), 
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adults (15+years) and elderly (65+years). UNESCO estimates to achieve a 92% literacy 

rate for young adults out of a population of 107,848; out of 732,070 illiterate adults, 

UNESCO estimates show a literacy coverage of 82.82% by 2015.  

 

Table 7 Literacy Rates. 2001-2005 

 
Source. World Development Indicators 

 

4.2. How educated is Nicaraguan labor?: Quality of education 

One crucial aspect to consider for education is the quality of it. It is 

unproductive to attain numerous years of school and invest time, money and effort in 

education if the results are insignificant. The end of education is to learn and obtain 

knowledge that will be engraved in our minds through the productive labor years and 

the rest of life. In his study, Pritchett explains that in the equation of economic growth 

and educational attainment, school quality is important because “schooling quality may 

be so low that it does not raise cognitive skills or productivity”. (Pritchett, 2000, p. 4) 

However, to determine whether if a school is providing a good quality education 

or not is a difficult task since education is a complex activity with a long duration. There 

are many factors that influence the quality of the educational system. Additionally, 

there is still a debate over the definition of educational quality and the standards to 

measure it.  Nonetheless, UNESCO has provided a definition for good education 

quality: “quality education is one that facilitates the acquisition of knowledge, skills 

and attitudes that contribute to achieving important human goals.” 
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 Pritchett also mentioned “the quality of schooling across countries is 

impossible to measure without internationally comparable test examinations of 

comparable groups of students”(Pritchett, 2000, p. 15). A recent study by the World 

Bank revealed that an increase in performance on standardized tests is associated with 

higher economic growth in the medium and long term. This study analyzes data from 

50 countries over a period of over 40 years and concludes that one standard deviation 

increase in the average score of students in a country on a standardized test, helps to 

increase by about 2% GDP per capita. The authors also noted that this impact is stronger 

in developing countries(Hanushek & Woessmann, The Role of Education Quality in 

Economic Growth, 2007). 

In 2002, with an examination implemented by the MECD7, the World Bank 

found that “less than 14 percent of all students in 3rd and 6th were found to be proficient 

in their curriculum (…) between 60 and 90 percent of all the students in 3rd and 6th 

grade have only a basic (or below then expected) knowledge about the curriculum 

(mathematics and Spanish). Only a minority (10 to 25 percent) of the student population 

was found to have a normal or proficient knowledge on their curriculum.8” (World 

Bank, 2008, p. 47) (See Annex 4) 

 

 

 

 

 

 

 

 

 

 

 

 

 

                                                        
7 Ministry of Education, Culture and Sports of Nicaragua 
8 Results taken from MECD’s Division on the Evaluation of Policies, Programs and Projects 2002.  
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Figure 14. Academic Performance Results 

 
Source: (Angel-Urdinola & Laguna , 2008) 

 

Moreover, for the Latin American region, the SERCE is the mechanism in 

charge of analyzing the education quality across Latin American countries9. In 2006, 

results from the SERCE showed that Nicaragua was located as one of the countries with 

lowest educational average and it also ranked with the worst test results of learning 

assessment. Results from SERCE 2006 showed that most of the students from 3rd and 

6th grade in primary school had basic or restricted knowledge of the basic contents from 

the academic exams. Mathematic was the most difficult subject for the students. 

(Laguna & Porta, 2008). Furthermore, performance also varied across groups of 

students were thos from rural areas attending public shools seemed to perform worse 

than the rest.  

 

 

 

 

 

 

 

                                                        
9SERCE (Second Regional Comparative and Explanatory Study) is a part of the all-encompassing actions 

taken by the UNESCO Regional Bureau of Education for Latin America and the Caribbean 

(OREALC/UNESCO Santiago) to ensure everyone’s right to a quality education that is relevant, 

pertinent and equitable.  
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Table 8. Scores from general examination on the subject of Mathematics.  

 

 
Source: (Näslund-Hadley , Meza, Arcia, Rápalo , & Rondon, 2012) 

 

Overall, Nicaragua ranked with a score below the regional average. The 

catastrophic results mobilize the country to reflect on their then-current policies and to 

think about how to deal with these challenges in order to reverse this negative path.  As 

a result, the government changed strategies and started focusing on improving the 

quality that its educational curriculum was offering the students.  

 According to the MINED, the 2007 school curriculum presented a strong 

disarticulation between different educational levels. It was oriented with an emphasis 

that did not have practical applications, with no experimental work and that exploited 

the reproduction of knowledge by memory rather than comprehension. It also lacked 

participative focus and it did not build capabilities or skills that would develop logical 

and reflexive thoughts.(Programa Estado de la Nación, 2014) Based on the low scores 

showed on the SERCE examinations and the weak educational curriculum, the National 
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Commission of Curriculum decided to restructure and renovate the curriculum to a 

more holistic one that would engage other significant areas for students such as 

vocational orientation and promote a practical approach.  

 The results from SERCE 2008 showed a visible improvement in which 

Nicaragua moved up the latter among its Central American neighbors, locating itself in 

the middle of them this time; while it is still in the bottom part, it should be noted that 

the scores showed advancement in the results in a gap of only two years.  

 

Figure 15. Results from SERCE examination. 

 
Source:(MINED, 2011, p. 33) 

 

 

 Another factor that affects the quality of education can be found in teachers. 

Teachers are the people who share knowledge and how they manage to teach is 

primordial for the fundamental understanding of students. However, the current 

condition in which teachers work faces numerous challenges and must be address 

because they imply a change in the quality of education. First, Nicaragua’s teacher work 

force is less qualified than expected. According to Vijil: “Along with the limited salary 

and lack of incentives for teachers, there’s also the challenge of how to train them. All 

Nicaraguan governments have invested more in on-the-job teacher training, in other 
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words training them after they’ve started working. Up to now little importance has been 

given to their initial training, which is fundamental to their professional formation, so 

they can go to teacher training school and learn a methodology they can then put into 

practice to teach their pupils. There’s also no pedagogical accompaniment for 

teachers; what they get instead is supervision.”(Vijil, 2008). Nicaragua has a big 

phenomenon of what it is known as “empiricos” or untrained/uncertified teachers. The 

“empiricos” usually lack the necessary training or cognitive capacity building needed 

to ensure a high quality education. Figure 16 shows that between 2007 and 2009, the 

level of “empiricos” reached a 40 percent in general. For 2009, there was a high level 

of empiricos for both pre-school and high school. For the case of primary education, 

more graduated teachers are available for market supply.  

Figure 16. Teacher Qualifications per Educational Level 

 
(MINED, 2011) 

 

According to the Poverty Assessment, Nicaragua had the lowest share of trained 

teachers in Latin America, especially in secondary education. 25 out of 100 teachers 

were not well equipped for primary education and for secondary education, the number 

was superior to 50 percent.  
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Figure 17. Percentage of Primary and Secondary Teachers trained.  

 
Source:(World Bank, 2008, p. 46) 

 

More recent data from UNESCO indicates that by 2010, out of 30,571 available 

teachers, 75 percent are trained. However, for secondary education, from a pool of 15, 

059 teachers, only 53 percent are qualified to be teachers; the rest belongs to the 

empiricos category. The problem with untrained teachers is the potential drag on the 

quality of education that might have scarring consequences –mainly in the 

enrollment/completion rates- for the student population. Teachers lack the tools, 

knowledge, skills and training needed to promote quality learning and while 

Nicaraguan the law requires that preschool and primary education teachers obtain a 

degree from a normal teacher school, and one degree of top level in science to practice 

in high school, the level of empiricism in 2010 rose to 21,515 uncertified teachers in all 

three levels of education combined, which represents 38% of the teacher working force. 

Second, the next challenge that teachers face are low salaries. Low salaries are 

a highly demotivating variable that shoves teachers to take extra measures in order to 

secure a decent income; teachers either take extra turns at school or have side jobs that 

will generate enough additional income to get by. According to the Ministry of 

Education, Culture and Sports (MECD), by 2004 the average income for a primary 

education teacher was of $111 USD and for a high school teacher was $117, which 

represents only an average of 66% of the basic basket.(Ministerio de Educacion, 
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Cultura y Deportes, 2004) Taking additional measures to have more income is 

detrimental to the performance of the teacher since she/he lacks the time to prepare the 

class and properly tackle daily tasks. By 2006, only 16 percent of the teachers were 

satisfied with their payment. Since 2007, the Government for Reconciliation and 

National Unity has gradually increased the salary of teachers to reduce the gap between 

wage and cost of the basic food basket. Table 9 explains the increments of wages from 

2007 until 2009. In a two years’ term, the salaries for primary school teachers has 

increased by a 32.4% and more importantly, considering the lack of teachers for high 

school education, salaries for secondary education has risen a 44% to help motivate 

teachers to transition to the secondary education sector.  

 

Table 9. Wages per educational level, 2007-2009 (nominal and real) 

 

 
Source:(MINED, 2011) 

 

Third, Nicaragua is the Latin American country with the highest pupil-teacher 

ratio in the region, both in primary and secondary schools. The assumption is that the 
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smaller the class, the better quality the education will be because the teacher can focus 

on a certain quantity of students. However, in the case of Nicaragua, the ratio 

pupil/teacher seems to be high by one teacher supplying the educational demand of an 

average of 35 students; the average for the rest of the Latin American countries is a 

class composed of maximum 27 students(World Bank, 2008, p. 46). Data from recent 

years indicates that the ratio has not presented major changes since 2000. It still ranges 

around the average of 30 students per teacher.  

 

Table 10. Pupil/Teacher ratio in Primary and Secondary Education (2000-2010) 

Time 
Pupil-teacher ratio in 

primary education 

Pupil-teacher ratio in 

secondary education 

2000 35.66299 31.99942 

2001 36.71573 33.30734 

2002 35.20899 33.88947 

2003 34.47031 .. 

2004 35.01829 32.42272 

2005 33.55782 33.7329 

2006 33.2727 32.82258 

2007 30.55547 31.1067 

2008 29.19228 28.59428 

2009 .. .. 

2010 30.21638 30.83047 

Source: Author’s construction from UNESCO database 

 

 

 To ensure quality in education there must be quality of school’s ambiance as 

well. There is a strong positive and significant correlation between quality of 

infrastructure and access to basic services with the learning of students(Duarte, 

Garguilo, & Moreno, 2011). As of 2009, Nicaragua counts with 29,857 classrooms, 

from which 48% are in good state, 33% are in regular and 19% are in bad condition but 

most of them are fixable. Many of the schools also lack of proper infrastructure and 

61% still do not have access to water and bathrooms(Ministerio de Educacion, Cultura 

y Deportes, 2004). Moreover, there is a deficit of school furniture; for pre-school there 
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is a shortage of 7,251 sets of 1 table and 6 chairs and for Primary and Secondary 

Education, schools are lacking 86,839 desks in its totality. (MINED, 2011) 

 The classroom and the overall school environment are crucial aspects needed 

for significant changes to occur. It is impossible to have an attractive and motivating 

school life for students and teachers without having the basic services and furniture to 

engage into an active school routine.  

 

4.3. Does Education Pay in Nicaragua? 

It is widely accepted that higher levels of education lead to higher wages, which 

consequently produces more productivity and increases the output per worker, therefore 

boosting economic growth. According to the MINED, for Nicaragua there is a positive 

relationship between educational attainment and income that people earn during 

adulthood. The average education of the highest income quintile of the population age 

15-64 years old is 9.5 years of education, compared with five years in the lowest quintile 

(Figure 13) 
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Figure 18. Income Quintile and years of schooling per socioeconomic quintile. 

 
Source: (MINED, 2011) 

 

This outcome has two implications: 1) that there is a link between the work 

incentives and motivation for education(MINED, 2011) and 2) As the correlation 

between education and wage seems to be positive, it can be implied that higher 

education leads to an economic growth and could potentially lead to a decrease in 

poverty. However, as the World Bank points out in a study for Central America,(Banco 

Mundial, 2012b) Nicaragua is one of the countries with lower education average.  
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Figure 19. Mean Years of Education in Nicaragua vs LAC (1994-2004) 

 

 
Source: (World Bank, 2008) 

 

 

Figure 6 shows that there is a positive correlation between a country’s growth 

in term of GDP per capita and their educational level. In the case of Nicaragua, it is 

visible that it is located among the poorest countries in Latin America with an adult 

population possessing low years of education along with Bolivia and Honduras. On the 

contrary, Argentina and Chile rank highest followed by Mexico, Costa Rica and 

Uruguay. Few years of education indicates that the educational attainment is rather low 

in Nicaragua. Table 11 shows the average years of education based on residential area 

and age.  
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Table 11. Average years of education based on residential area and age (15-64y/o) 

 
Source: (MINED, 2011) 

 

Table 11 presents various patters: 1) There is a significant gap between years of 

schooling attained between the urban and the rural area. It is visible that population 

from rural areas still suffers from low schooling. 2) The overall pattern has been 

improving. An adult age 60-64 from the rural area only has an average of 1.40 years of 

schooling (no even finishing primary education); in contrast, young adults age 15-19 

and 20-24 in the rural area, will have an average of 5 to 6 years of schooling, meaning 
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that they will have at least completed primary education. 3) These average tears of 

education are still on the lower desirable panorama.  

The average years of education of the young adult population of Nicaragua are 

below the average for Latin America. While adults between 40 and 45 years in Latin 

America have 8.7 years of education on average, in Nicaragua, this group reached only 

6.9 years of education. In Latin America, the group of young people born between 1985 

and 1990, has ten years of education on average; in Nicaragua, however, this group 

reaches eight years of education. Despite this gap, an improvement on the years of 

education among the poorest is observed. A person born in 1960 in the poorest quintile 

of the population or in a rural area, only reached an average of three years; however, a 

person born in 1990 reaches six. While this is an important breakthrough, young people 

in the most vulnerable groups in society only complete primary. 

Furthermore, taking a close look at this table, young individuals between 20 and 

24 years old have an average of 9.52 years of schooling –complete primary school and 

possibly complete lower secondary education- but to young adults in the same age 

range but who live in poor rural areas the situation changes drastically. Young 

individuals who are poor and especially those living in households engaged in 

agriculture attain less than 6 years of education on average since their average years of 

school figures only 6.01 – presumably complete primary education10- . The question is: 

who obtains 11 years of education?  

 

 

 

 

 

 

 

                                                        
10 This under the assumption that they 1) completed primary education, 2)did not repeat any year, 3) 

did not desert a school year.  
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Figure 20. Years of complete education (cohort 23 to 29 years old) and Income Level 

 
Source: (World Bank, 2008) 

 

As Figure 14 illustrates, there is a wide gap between education between income 

quintiles and geographic location. For all age groups, a richer population or inhabitant 

of an urban person belonging to 20%, has on average between four and six years of 

education than their peers in the poorest quintile and living in a rural zone. This means 

that “while roughly only 1 out of every 100 girls (or boys) attain 11 years of education 

in the bottom quintile, 38 (30) out of every 100 girls (boys) do so in the highest 

quintile”(World Bank, 2008, p. 37) 

Low educational attainment presents a huge challenge on the fight against 

poverty. In order to receive a labor income that exceeds the threshold of poverty, 

workers require at least 11 years of schooling. As Figure 21 shows, living in poverty is 

almost certain for individuals with less than complete secondary; “wages are below the 

poverty line for individuals with complete primary or incomplete secondary, and this 

holds even with 1, 5 or 10 years of experience. An extra year of experience produces 

high returns on wages only for individuals who have attained at least 11 years of 

education (or about complete secondary).”(World Bank, 2008, p. 33). Based on the 

data from Table 11, it is problematic that even for urban areas, the average years of 
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education for a population ages 15-64 is a mean of 8.16 years. One question arises: 

How can the Nicaraguan population strive to get out of poverty if the relation between 

education attainment and wage does not reach the required base foundation to surpass 

the poverty line? 

Figure 21. Wages above the poverty line require at least 11 years of education 

 

Source: (World Bank, 2008) 

 

It is for this reason that understanding the returns generated by education is 

important in order to compare their relative results to each educational level to analyze 

the behavior of the relationship education-income and examining the importance of 

pushing for further formation of human capital to not only overcome poverty but also 

to furnish the labor market with high quality labor that can surpass the trap of informal 

and low paying jobs. But before diving into that issue, since this study seeks to evaluate 

the Strategic Plan for Education 2011-2015, it is crucial to discuss the role of the 

government and the costs and investments towards education. 

One of the most common definitions used by the Organization for Economic 

Cooperation and Development (OECD) considers the social investment as the benefits 

and financial contributions, both public and private, that are directed to households and 
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individuals in order to help in situations that adversely affect their well-being (OECD, 

2007) 

From the public sector, the social investment intends to prepare, prevent, 

support and equip people instead of compensating those who are affected by market 

deregulation, among other things. This is especially necessary in the case of negative 

socio-economic consequences that neoliberal policies have caused in the Latin 

American population that have not guarantee a remarkable and continuous growth and 

contrarily, have widened the social gaps. (Urteaga, 2013) 

From this point of view, public expenditures are not seen as a cost to the 

economy, but as a series of investments needed to ensure lasting, strong and shared 

growth and to respond to new social needs, while guaranteeing economic, social and 

cultural rights. The social investment strategy defines priorities in order to accompany 

individuals throughout their life trajectories, focusing on groups that are subject to 

exclusion in society in general (including women, young people and children) and in 

basic areas of human development (education, health, employment and housing, among 

others). 

As noted, social investment expenditures may include both public and private. 

However, public spending, particularly public social spending, cover most of that 

investment. In this regard, public social spending can be defined as the set of resources 

allocated by the State for the provision of goods and services in different social sectors, 

especially in education, health, housing and welfare. 

The 2007-2010 Economic-Financial Program implemented by the Nicaraguan 

government explained that in terms of social policy, the government had established a 

new focus including various objectives, in which one of them was “the formation of a 
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new generation of programs and projects that would ensure the achievements of the 

MDGs”. (Banco Central de Nicaragua, 2007, p. 9) 

To form these new programs and projects, the Public Investment Program (PIP) 

was the main instrument of fiscal policy to complement the social and productive long-

term efforts. For the period 2014-2018, it has scheduled a PIP of C$ 98,876.2 million. 

24.1 percent of public investment will be allocated to transport (rehabilitation of 

highways, roads and bridges), energy (19.3%), water and wastewater (12.6%), health 

and education (13.8%) and the remainder (30.1 %) will be implemented through local 

government (municipal transfers). Out of the 13.8% correspondent to health and 

education, only a 5.2% (5,156.4 mill) was destined to education entirely. (See Annex 

5) 

The education expenditure is breakdown in the following way: Education, for a 

total of C $ 5156.4 million:  

 Improvement in primary schools in the region of Managua, North, South-

Pacific region of Central and North Central (C $ 1528.8 million).  

 Improvement in secondary schools in the region of Managua, Central region, 

North region, and RAAS (C $ 1148.7 million), will contribute to the increase 

the average years of schooling of Nicaraguans.  

 Improvement of technical and methodological capacities in vocational training 

centers in Nicaragua (C $ 369.3), improve and expand the range of technical 

courses in nine schools distributed nationwide through improvement of 

infrastructure in the technical centers and equipment thereof. 

Out of this budget, C $ 4328.76 million (4.4%) was provided to the MINED to 

implement in projects that will improve the educational infrastructure in the different 

levels of education. (See Annex 6) 
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Public expenditure on education has been steadily rise in Nicaragua; in relative 

terms, in comparison to its Central American neighbors, as Annex 7 shows, it peaked 

in 2009 11  with a 5.9% but it declined again by the following year, nonetheless, 

Nicaragua seems to be on the average range of public expenditure. However, it is 

proven to be insufficient, even at a current rate of 5.2%. A study made by the European 

Association of Development Research analyzed the economic growth path in Bolivia, 

Honduras and Nicaragua to determine the possibilities of reaching successful PRSPs 

and achieving the MDGs(Vos, llusions and Disillusions with Poverty Reduction 

Strategies: Growth, Crisis and the MDGs in Bolivia, Honduras and Nicaragua., 2011). 

Among the many interesting results, the study deducted two main conclusions: 1) an 

additional annual social spending was required to achieve the MDGs by 2015 (around 

7% for the case of Nicaragua) (see Figure 16) and 2) “the MDG strategy, through 

increased public spending on education and health services (…) does not stimulate the 

required employment and income generation for the poor to achieve poverty reduction 

targets. Hence, the countries would require complementary production sector and 

employment policies targeted at the poor.”(Vos, llusions and Disillusions with Poverty 

Reduction Strategies: Growth, Crisis and the MDGs in Bolivia, Honduras and 

Nicaragua., 2011, p. 221) 

 

 

 

 

 

                                                        
11 It must be taken into consideration that much of the rise in public spending during 2006 and 2008 was 

related to further increases in consumer subsidies in attempts to protect the poor against the steep rises 

in imported food and energy prices, which could have explained this rise in education expense.  
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Figure 22. Additional Public Spending Needed to achieve the MDGs by 2015. 

 

 
Source: (Vos, llusions and Disillusions with Poverty Reduction Strategies: Growth, 

Crisis and the MDGs in Bolivia, Honduras and Nicaragua., 2011, p. 219) 

 

It can be inferred from this study, that at the given government expenditure on 

education of an average of 5%, Nicaragua would not be able to satisfy appropriately 

the demand on education to reach the MDG 2. Nonetheless, is it important to point out 

the gradual increased pattern. According to the MINED, the rise in budget comes from 

an increase in the current public expenditures, mainly for the recruitment of new 

teachers, salary increase and the social programs for school’s food and food 

security(MINED, 2011).  

In terms of government expenditure per student, Nicaragua holds the last place 

for the Central American region allocating an amount of 78 dollars per student (2010 

data). Deconstructing this data per educational level is also important to understand the 
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direction of the Plan’s priorities, however, the evolution of public spending per pupil 

by level is difficult to pinpoint because of the budget problems of classification 

according to the level of the school of origin referred to above in the case of teacher 

compensation. Using the distribution of the budget exercise for the year 2009 is possible 

to determine the costs per student are shown in Table 12.  

 

Table 12. Cost by student per level (2009) 

 

 
Source: MINED 

 

Table 12 shows that in average, a primary student costs more to the government 

than a student in pre-school or a student in high school. This can be explained by the 

demand of education by the Nicaraguan population. As school enrollment rates show, 

primary education demands more from the government than the rest of the levels, which 

is why they allocate more to this level. (The World Bank, 2012) By 2010, the 

government expenditure per student was allocated in the following way: 4,440 

Córdoba’s (11%) per primary student and 1,740 Córdoba’s (7%) per secondary student. 
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That is, public spending per primary student is more than double the public expenditure 

per secondary student. This spending pattern has continued since 1990. (Arcia, 2011) 

Based on these expenditures and on the given public social budget destined to 

education, the MINED, in alignment to the PRSP and the Plan for Education design 

three different scenarios that involve different budgeting depending on financial 

variables12 for the budget allocation for the Strategic Plan of Education 2011-2014 (See 

Annex 8). The aspect that must be highlighted from this is that for the Intermediate 

Scenario, the total cost of the Plan is C $ 29,017.4 million from which 18,779.0 is 

destined to Primary Education, C $ 2,619.5 for Pre-School, C $ 4298.5 for I Cycle 

Secondary Education and only C $ 1,443.5 for II Cycle Secondary Education. There is 

a clear gap of distribution that accentuates the emphasis on prioritizing Primary 

Education and gives little offer for Secondary Education in this specific Plan.  

The resource allocation pattern of the Strategic Plan for Education 2011-2015 

puts in evidence, as mentioned previously, the concentration on Primary Education and 

little focus on the rest of educational level. Primary education forms the basis for any 

sort of knowledge. It is the pillar from which knowledge and skills will unfold and from 

where they will optimize as it is the initial phase. However, education should extend 

and promote harder the continuation of studies from primary school for various reasons:  

                                                        
12 Based on the construction of hypotheses combining these indicators and targets linked to the priorities 

of the ESP, three scenarios were simulated with three levels of goals with different scopes a) Baseline 

scenario; b) Intermediate Scenario and c) Ideal Scenario. 

 In the Baseline Scenario, the main variables remain constant (taxes and capex) this scenario 

shows the unwanted consequences if there is no improvement in the main educational 

indicators. 

 The Ideal Scenario, the most challenging educational goals are achieved and capital spending 

is sufficient to accommodate enrollment in quality infrastructure. 

 In the Intermediate Stage more achievable goals given the context and resource constraints, with 

ranges that ensure improvement in key educational indicators. 
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1) As explained formerly, to surpass the threshold of poverty, the Nicaraguan 

labor needs an average of 11 years of schooling, meaning that they need to at least 

complete high school to have wages that allow them to rise above the poverty line.  

2) The impact of low level of education that suffers most of the workforce is 

extreme. The analysis of the current structure of the Nicaraguan labor market shows 

that almost 7 out of 10 jobs in Nicaragua are precarious jobs in the informal sector. 

Mostly, these are jobs that self-employment and unpaid jobs, mainly performed by 

family members, and employees of micro informal units predominate. These jobs 

generate very low income, which keep those who work on them under the poverty line. 

One may wonder why are these jobs still on the market?  Nicaraguan economy is 

generating, mainly, these only kinds of jobs that can absorb a workforce with the 

characteristics of Nicaragua, therefore, in order to change these negative features in the 

workforce, Nicaraguan labor must upgrade their skill/knowledge force in order to create 

a market that offers labor force of higher quality, forcing the market to demand for more 

qualified labor or indirectly inviting investment that looks for a high quality labor.  

3) Secondary Education is the phase pre-market labor where young adults get 

to explore their skills and brush their cognitive abilities without the pressures that the 

labor market induces. A prepared and educated young adult can bring more positive 

outcomes to the market and the society than a young adult who was inserted into the 

working force immediately after completing primary school.  
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Figure 23. Private and Social returns (work income) 

 
Sources:(Mass & Huelva, 2015) 

 

As Figure 17 shows, in terms of private returns (household returns) education 

is always rentable but the major component that the Figure presents is that in terms of 

social return, secondary education brings out the most return for the state out of primary 

or tertiary education.  

4) Going back to the Human Capital Theory argument, the main argument rests 

on the assumption that every household has a utility function, which depends on the 

human capital of its children and the consumption of all other goods and services. An 

investment in another year of schooling raises a child’s human capital at the cost of 

reduced consumption of other goods and services. It expects a higher return from higher 

levels of education, meaning there is a wage premium according to the obtained level 

of education.  There are many studies that have dive into this issue based on the human 

capital theory, which was previously, explain on the literature review.  For the specific 

case of Nicaragua, the first work on analyzing the returns of education was conducted 

by Behrman, Wolfe and Blau (1985), who examined the distribution of wages per 

household and its major components in rural and urban areas in Nicaragua(Behrman, 

Wolfe, & Blau, 1985). Subsequently, Pessino using data from the Household Survey of 
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1993 estimated the returns to education in the context of the Nicaraguan labor market, 

using as criteria for selecting people aged 25 years and under 64 who do not attend 

school, are employed and receive positive wages (Pessino, 1994). These studies used 

different criteria to select the study sample, which makes comparability over time.  

Most recently, in 2006, De Jong and others conducted a cost-effective analysis 

comparing different policy funding strategies to reach the MDG 2 for primary level 

education in Nicaragua. Utilizing a utility maximization model and with selected 

indicators. The study looked at enrollment rates in primary, secondary and tertiary and 

various components that could influence the enrollment in each level (See Annex 9).  

A key result from this study concluded that: “in terms of education across the different 

levels, in general, there tended to be strong effects of consumption per capita and the 

wage premium on the probability of enrollment in education. (…) The large positive 

effects from consumption per capita show that households will invest in education as 

their capacity t do so increases. The positive effect of the wage premium shows that 

households make decisions for enrollment based upon future expected returns and as 

those returns become more unequal between low and high education levels, the desire 

to have members in higher education levels also increase. This ha very important policy 

considerations as the increasing returns to education drive enrollment, they also 

promote inequality for those who still have l education levels and for various reasons, 

face significant barriers to increasing their education levels.” (CEPAL, 2009, p. 20).  

Considering the above, it is important to study the rates of return for household 

generated by education and the possibility of higher return rates due to educational 

mobility.  

 Based on the Continuous Household Survey (ECH) for 2010 and 2011 on 

average, the returns to education of employees according to their educational levels 
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correspond to: 6.2% for primary, 7.4% for technical education, 8.7% for secondary 

education, 13.5% for university education and 23.2% for Master and Doctoral studies 

(See Annex 10).  

 

Table 13. Returns Rates of education of employees according to their educational levels 

 
 Total Male Female Urban Rural 

Primary 6,2% 7.5% 4.2% 4.6% 6.1% 

technical 

education 

7.4% 8.2% 6.9% 6.2% 9.8% 

secondary 

education 

8.7% 9.1% 9.1% 8.2% 11.0% 

university 

education 

13.5% 14.3% 13.8% 13.5% 16.1% 

Master and 

Doctoral 

studies 

23.3% 22.1% 24.1% 40.0%  

Source: Author’s elaboration using ECH 2010 and 2011 

 

FUNIDES also expressed data regarding the return rates based on completion of 

educational level.  

 

Figure 24. Estimated return rate from education complete vs. incomplete 

 

 

 

 
Source: (FUNIDES, 2013) 
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Continuing the discussion on wage premium, the Figure above shows the 

existence of significant awards that the labor market is willing to pay to those who 

complete the final year of each level. The ‘award’ for the last year of each educational 

level, has much higher returns to previous years, suggesting the existence of sheepskin 

effects13 in the labor market in Nicaragua. Note that returns the last year of primary 

education is 11 times than the average premium of the first five years of primary 

education. For high school, the rate of return of senior year is seven times higher than 

the average return rate of the previous four years. For higher education, the return of 

last year is eight times higher than the average rate of return of the years studied 

throughout the university. (FUNIDES, 2013, p. 17) 

It is also important to weight the returns from education with the actual costs of 

education per household. Based on data from the LSMS 2009, it is possible to calculate 

the offset between these variables.   

 

Table 14. Salary Rates and Education costs per educational level (2010) 

 

Educational 

Level 
Average Main Salary Average Income 

Education expenditure per 

household depending on 

educational level and property 

of the school in cordobas 

(Public School) 

No schooling 10,057.9 9,951.3 - 

Primary 

Education 

13,035.4 13,003.1 2,796.37 

Secondary 

Education 

15,624.5 15,994.3 3,110.02 

Tertiary 

Education 

29,279.5 30,654.9 5,733.31 

Source: Author’s elaboration using ECH 2010 and 2011 and LSMS 2009 (Annex 10 

for education costs) 

 

Based on this table, for a lapse of six years (duration of primary education), at 

2010 prices, the total expenditure per household for Primary Education will be that of 

                                                        
13Sheepskin effects, also known as credential effects, refer to increases in labour market earnings 

associated with the completion of a diploma or degree — such as high school or university graduation 
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16,778.22 in total. The annual salary for someone who only has completed primary 

education is 13,035.4. This means that one-year of salary covers almost the entirety of 

initial investment in education. By including direct costs that individuals and 

households (transportation, supplies, text, etc.) assumed for each year of further study, 

it is observed that the rate of return of employees for 2011 corresponds to: 5.3% 

primary, 7.6% 12.2% secondary and university. And this same pattern happens for all 

educational levels. This proves that for the case of Nicaragua, investment on education 

is highly rentable even though when the private costs that families pay to send their 

children to study observed a significant increase as it progresses in the educational level 

of the student, it still delivers better return rates base of the desirability for the wage 

premium that the market is willing to pay for.  

In matters of social returns (not private household ones) from education, 

FUNIDES continues its study by estimating the social rate of return and including the 

social costs of each level of education benefits, however due to data limitations, only 

the cost per student incurred by the country to fund public education was used, finding 

for the end of 2011, the social rate of return of employees corresponded to: primary 

4.6%, 7.2% and 8.3% secondary college. 

Given these figures, FUNIDES concluded that: “The social rate of return shows 

that the decision to invest in education is profitable for society, obtaining the highest 

social returns for university and secondary education. (…) It should also be noted the 

importance of the social profitability of secondary education, because with a lower 

social cost, a social return very close to the social return of university education is 

obtained. These results provide evidence to justify the importance of setting goals that 

transcend coverage of primary education, and secondary education is profitable for 
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society. Therefore, it should undertake efforts to ensure that an increasing proportion 

of young Nicaraguans can access and complete secondary education.  
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IV. CONCLUSIONS: 

Based on the extensive analysis and findings of this study, it is observable that the 

Nicaraguan labor market offers a premium wage to those who complete the final year 

of each level of education. By the end of 2011, the returns of the last year of education 

for primary, secondary and university education corresponded to 18.1%, 24.5% and 

42.4%, respectively(Laguna & Porta, 2013). Such returns are considered above an 

average prize gained in previous years of each educational level.  

It should also be noted the importance of the social profitability of secondary 

education since with a lower social cost, social return generated by secondary education 

is very close to the social return obtained from university education. These results 

provide evidence to justify the importance of setting goals that transcend coverage of 

primary education, and that secondary education is profitable for society. Therefore, 

Nicaraguan educational policies should undertake efforts to ensure that an increasing 

proportion of young Nicaraguans can access and complete secondary education since 

primary education seems to have solid pillars both in enrollment and completion rates.  

One of the limitations of this paper is the analysis of the social rate of return. To 

estimate the social rate of return, social costs and benefits of each of the educational 

levels should be included, however due to limitations of data, only the cost per student 

incurred by the country was used. Nonetheless, one perceivable aspect from the social 

rate of return shows that the decision to invest in education is profitable for society, 

obtaining the highest social returns for university and secondary education.  

Based on the evidence presented, Nicaragua’s main public policy should identify 

educational investment as a primordial objective; investment in education is profitable 

for individuals, families and society, thus increasing the coverage and quality of 

education should be an integral part of the Human Development Plan of Nicaragua. The 
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Strategic Plan of Education 2011-2015 proposes good and interesting programs with 

the right aims but without government financial backup, it is of little use to have an 

unused policy. 

As the hypothesis of this research proposed, the goal of achieving universal primary 

education is insufficient to overcome poverty for the case of Nicaragua and foster the 

development of human capital; as the world transitions from the era of the MDGs to 

the SDGs epoch, it is required to go for further and to pursue better education, a serious 

commitment must be taken by the Government of Nicaragua as actors committed to 

education in the country that transcends the basic standard presented by the MDGs. It 

is important to understand that a goal is positive and optimal in the sense of provision 

of directions. However, it is dangerous to channel national targets to match the 

indicators of a general worldwide poverty initiative (Vos, Illusions and Disillusions 

with Poverty Reduction Strategies: Growth, Crisis and the MDGs in Boilvia, Honduras 

and Nicaragua, 2010). The MDGs are not a mandatory package but it is a set of 

guidelines that countries should differ on how to integrate them into their development 

strategies.  

Nonetheless, special focus must be paid to current policies and their respective 

results. Whilst the goals of universal primary education are gradually being achieved, 

a strong commitment from Nicaragua’s government to improve education must raise 

higher educational goals and continue working in imitation of countries that paid 

special attention to their human capital such as South Korea by increasing coverage, 

completion of secondary education and improve educational quality. This increase in 

coverage must be accompanied inherently by quality improvements to avoid falling 

into the trap of offering a broad curriculum that does not allow deepening of the content, 

or the acquisition of skills and competencies necessary for life and respond adequately 
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to the demands of the labor market. Therefore, Nicaragua should be proposing more 

ambitious goals, such as achieving a higher proportion of young people complete 

secondary education, targeting students to gain mastery of skills and core competencies 

to develop as individuals and as productive agents for society. 

It is important to exalt the positive change in programs and policies that the 

Nicaragua government has imposed to offer a better education for its citizens. Though 

the path to ensure a sustainable educational growth is still far, the current improvements 

should be praised and the focus should de directed to tackling the deficit on the current 

system.  
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APPENDIX 

Annex 1. Preliminary Results form the Survey for Child Labor (2005) 

 
Source: (INTERVIDA, 2009) 
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Annex 2. Secondary I Cycle completion 

 

Source: (Instituto de Estudios Estrategicos y Politicas Publicas, 2012) 

 

Annex 3: Literacy Rates for youth from the poorest household and rural areas. 

 

Source: (World Bank, 2008) 
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Annex 4: Quality of education based on students with knowledge levels lower than the 

minimum level 

 

 
Source:(World Bank, 2008) 

 

 



 90 

Annex 5: PIP 2014-2018 distribution per economic sector  

 

Source: Banco Central de Nicaragua, 2014 

 

Annex 6: PIP 2014-2018 distribution institution  

 

Source: Banco Central de Nicaragua, 2014 
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INDICADORES 
SOCIALES 

País 
2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 

                                

Participación de 
gasto público en 
educación 

(porcentaje del PIB) 

                          
Monto del 
gastopúblicodestinado 
a los programas de 
educación, 
comoporcentaje del 
PIB.  
 
Fuente: Belice: Instituto 
de Estadística y Banco 
Mundial. Costa Rica y 
El Salvador: Ministerio 
de Hacienda. 
Guatemala y Honduras: 
Ministerio de Finanzas. 
Nicaragua: Banco 
Central. Panamá: 
InstitutoNacional de 
Estadística y Censo 
(INEC). ALC, OECD y 
Mundo: UNESCO. 

Belice 5.0 5.8 5.5 5.2 5.3   6.2 6.4 6.5 6.8 6.6 7.2 6.9   

Costa Rica 4.7 5.1 5.5 5.5 5.4 5.2 5.0 5.2 5.7 6.8 7.2 7.0 7.2   

El Salvador 2.7 3.4 3.3 3.1 2.9 2.9 2.8 2.9 3.0 3.7 3.5 3.4 3.0   

Guatemala 1.7 2.1 1.9 1.9 1.9 2.1 2.1 2.1 2.0 3.3 3.0 2.9 3.0 2.9 

Honduras 4.4 5.1 5.2 6.2 6.2 6.2 6.2 7.1 7.3 7.0 7.3 6.4 6.3 6.2 

Nicaragua 4.0 3.6 4.0 4.7 4.4 4.7 4.8 5.1 5.3 5.9 5.4 5.0     

Panamá 4.0 4.4 4.2 3.9 3.8 3.8 4.1 3.8 3.9 4.0 3.7 3.8 3.7 3.8 

Centroamérica 3.8 4.2 4.2 4.4 4.3 4.2 4.5 4.7 4.8 5.4 5.3 5.1     

ALC 4.0 4.3 4.0 3.9 3.9   3.9 3.8 4.9 5.8 4.7 4.5     

OCDE 5.0 5.2 5.3 5.4 5.3 5.3 5.3 5.0 5.2 5.5 5.6 5.3     

Mundo 

4.0 4.2 4.1 4.3 4.3 4.3 4.5 4.4 4.6 5.1 4.9       
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Annex 8. Total Cost of the Strategic Plan for Education 2011-2015 by scenario. 
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Annex 9. Regression model with elasticity for enrollment in primary and secondary education 

 

 

 

 

 

Source: (CEPAL, 2009) 
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Annex 10. Returns from education per educational level 
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Annex 11. Education Costs for Households per Educational Level and property of school.  

 

 
Source: (FUNIDES, 2013)
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