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PACES scholarships  
• During 1990s, Colombia’s PACES program provided over 

125,000 scholarships to private secondary schools. 

• Only poor students eligible. 

• Scholarships were renewable conditional on grade 
progression. 

 

•  Low scholarship value relative to government school 
costs:  
•  $244 vs. $450 per student/year. 
•  Scholarships could be topped up 

• Scholarships randomly assigned when demand exceeded 
supply. 

 
 



PACES scholarships 
•  Students were required to apply and be accepted at a private 

school before applying for the scholarship. 
•  Students could apply to either academic or vocational private schools.  
 

•  Vocational schools were over-represented among participating 
private schools. 
•  Vocational schools are less prestigious than academic schools. 
•  Trade-focused: commercial and industrial are the most common 

trades.  

•  Among vocational school applicants, scholarship winners did 
not attend schools with better peers. 



PACES scholarships 



Data 
• Data from Bogotá 1995 scholarship lottery.  

•  4,044 applicants, 59% awarded a scholarship. 
•  43% of applicants applied to a vocational school.  
 

• Link lottery data to various national administrative 
data sources to examine: 
•  Long term secondary completion (on-time, ever).  
•  Tertiary education access and persistence. 
•  Labor market outcomes near age 30. 
•  Family formation. 
•  Welfare receipt. 
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Welfare analysis (in progress) 
 

•  Benefits to recipient ≈ $250. 
•  Likely negative net fiscal cost to taxpayers: 

•  NPV of future tax revenue likely outweighs program costs to government.  

•  Externalities would have to be negative and sizeable for the program 
not to be welfare enhancing:  

•  About 20% of extra NPV of extra earnings for winners (~$1,100). 
•  E.g. signaling, peer effects, job rationing.  

•  Prior evidence that peer effects don’t drive results (BKS 2010). 
•  No evidence of rationing into formal sector jobs. 
•  Positive externalities likely (reduced teen fertility, social impact of 

intergenerational mobility). 



Key results 
• Winning a scholarship: 

•  Increases on-time secondary school graduation by 20%. 
•  Increases secondary school graduation by 10%. 
•  Increases tertiary education access by 16% and completion/

persistence by 40%. 
•  Decreases female teen fertility by 20%. 
•  Increases formal labor market earnings by 5-15%.  

•  Educational and labor market estimates are strongest among 
vocational school applicants. 

•  Female teen fertility estimates driven by girls who applied to 
academic schools.   



Conclusions 
•  Important to conduct further evaluations in other contexts 

since institutional details may matter (e.g. contrasting U.S. 
results on vouchers).  
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Potential channels of impact 
• On winners 

•  Allow children to attend private school. 
•  For those pre-disposed to attend private schools, wider choice of schools, 

income transfer. 
•  Increased incentives to pass grades, for students (effort), schools (effort, 

lowering the bar).  
•  Student-school match quality. 
 

• Potential externalities? 
•  Changing student peers (but see BKS). 
•  Labor market signaling, job rationing. 
•  Lucas effects, effects on kids. 
•  Social impact of increased mobility. 



Comment 

• Some features of PACES scholarship program 
made it more likely to generate an expenditure 
Laffer effect. 
• Households invested more total resources in education. 
• Scholarships reduced grade repetition.  
•  These two effects generate positive fiscal externalities if 

the additional human capital increases long-run 
earnings. 

•  There is no offsetting reduction on short-run labor 
supply (and hence short run tax collection). 

  


