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You demand, we supply

The private sector steps in where the state leaves off

Dous AND emaciated cows pick their way through the rubbish
dump that marks the visitor's arrival in Sangam Vihar, an "un-
authorised colony” amidst the sprawl of south Delhi. It sprang up
without planning permission and now houses 1.5m people. The
government offers very little in the way of services. Water arrives
in trucks run by gangs whose members have a habit of murdering
each other. Education is provided by four government schools and
around 100 private ones, according to Sushil Dhankar, who runs
Hari Vidya Bhawan School.

At Mr Dhankar's smart, modern establishment in an alley off
the grubby main street, pupils in spotless cream uniforms wel-
come the visitor with floral garlands. The school was set up by Mr
Dhankar’s father, who begged his son to return from a job in ac-
countancy in Australia to help run it. Mr Dhankar’s sister runs the
primary school and his wife the secondary one. It is a flourishing
enterprisewith 2,000 students from 4 to18 and an average result in
the Central Board of Secondary Education exam of 86%, slightly
above the national average. Fees range from 850 rupees ($12) a
month for the little ones to 1,800 rupees for the oldest. By Indian
standards, this is not cheap. But local parents, mostly labourers or
drivers earning around s00 rupees a day, are prepared to make sac-
rifices, says Mr Dhankar: "They don’t want their children to do
what they are doing.”

In most of the world the state provides most of the population
with primary and secondary education. But in some countries it

Cognitg’s privileged few

struggles to keep up with population growth and movement, and
the countries whose populations are growing and moving fastest
tend to be poorer ones with less capable governments.

Most low-cost private schools are mom-and-pop outfits. A few
chains are emerging, some of which are for profit, such as Bridge
International Academies, whose investors include Bill Gates of
Microsoft and Mark Zuckerberg of Facebook. It has produced good
results but has become controversial, partly because the idea of
foreigners making profits out of providing education for poor peo-
ple is politically sensitive. The non-profit model is an easier sell.
Bangladesh and Pakistan, both weak states with a huge need for
education, have produced two impressive non-profit operators,
Brac (which educates 1m children) and The Citizen's Foundation
(TcF, with 220,000) respectively. A few Western-run non-profit
chains, such as Peas, have produced excellent results in Africa.

Gettingin early

The private sector is also filling gaps in provision for children’s
early years. Enrolment in pre-school education varies widely, even
in rich countries. Most countries mandate formal education only
from age five orsixonwards, but attitudes are changing as the early
years are increasingly seen as the most crucial period in the devel-
opment of the human brain. Across the oEcD, preschool atten-
dance among under-threes rose from 18% to 33% between 2005
and 2016, and among three- to five-year-olds from 76% to 86%. Last
year France announced it would make enrolment from age three
compulsory. But governments are not keen to take on extra finan-
cial burdens, so in most places the extra demand is being met
largely by the private sector.

Wealthy people will spend heavily to buy theirchildren an early
advantage, as demonstrated by Cognita’s new “early-learning vil-
lage” in Singapore, which will eventually cater for 2,100 children
aged 18 months to six years. Facilities include 114 outside spaces,
one for each classroom, and nine playdecks equipped with pirate
ships, tricycle tracks and suchlike. The classrooms are arranged in »
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» groups of four, each with a central space to create a
sense of community. “The building develops with the
children,” says Adam Paterson, one of the centre's two
headteachers. “They move through it as they grow.”
Fees range from $$14,832 ($8,393) to S$35,610 a year.

But despite strong demand, the early-years busi-
ness is not all plain sailing for companies. Some, such
as Australia’s G8, have struggled in an oversupplied market. Barri-
erstoentry arelow, and firms need to be careful when looking after
people’s most valued assets; the stock price of RYB, a big Chinese
operator, crashed after staff at its nurseries were found to be pun-
ishing children by pricking them with needles and feeding them
pills to make them sleep.

Demand for education outstrips public-sector supply not just
in the early years but at core school age as well. The state may pro-
vide it five days a week, but many parents cannot get enough of it,
so the private sector supplements it in the evenings, at the week-
ends and in the holidays. A survey by Ipsos mor1 for the Sutton

tuition

It is not just the
elite that buys

Trust showed that the share of British children who had
had private tuition rose from 18% in 2005 to 30% in
2017. And British children get off relatively lightly, with
an average of ten hours' extra tuition a week, compared
with12in China, 15 in South Korea and 16 in Bulgaria.

It is not just the elite that buys tuition. The Ipsos
Mori survey showed that although richer parents were
somewhat more likely to resort to it than poorer ones, parents from
ethnic minorities, both black and Asian, were much more likely to
use it than white ones. Shehda Asif, a maid with three children at
the Royal Public School, a small establishment on the outskirts of
Lahore, spends 1,700 rupees ($12) a month on the fees and a further
1,000 rupees on after-school tuition. Almostall of her income goes
on education; for the rest of its outgoings the family relies on her
husband, a labourer,

In much of the world, private tuition is a small-scale business,
often using casual labour which itself has become available be-
cause many more people are being educated. At Heaven Kids
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School in Township, alower-middle-class area
of Lahore, most of the young meninagroup
of tutors are themselves students. Tutoring
one child in one subject for Pakistan’s ma-
triculation exam for one hour six days a
week can cost up to 10,000 rupees a month;
for the International Baccalaureate, twice
as much. Tutors tend to check out the par-
ents’ house before setting a price. The sys-
tem suits the tutors, but some disapprove.
“There’s too much competition among par-
ents,” says Mohammed Ashfaq, who is
studying fora master’s degree.

But some large companies are involved,
too. Two of the world’s biggest listed educa-
tion companies, New Oriental and TAL Edu-
cation, are Chinese providers of tuition and
test-preparation. Technology is driving the
expansion of the business, for instance by
allowing the children of the well-off in
emerging markets to be tutored by hard-up
young people in the rich world (see box).
India’s biggest ed-tech company, Byju's,
sells test-prep apps, charging a subscrip-
tion of up to 37,000 rupees a month; it has
2.2m paid subscribers, who spend an aver-
age of 64 minutes each day on the app. It is
cheaper than hiring an American over the
internet, butstill only for the well-off.

The private sector has long played an
important part in the tertiary-education
market, perhaps because the benefits of a
degree go more clearly to the individual
than to society asa whole. Inrich countries,
policy has also pushed in that direction.
The top ranks of America's higher-educa-
tion system—financed by user fees and stu-
dent loans—are dominated by non-profit
private institutions, the middle by public
institutions and the bottom by the for-pro-
fit private sector. (The last part is currently
the only large chunk of the world’s private-
education market that is shrinking; poor
results at for-profit colleges prompted the
Obama administration to restrict access to
government loans for students.) Britain
and Australia, too, have moved towards a m
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Boatulg up people

» system of user fees. In developing countries the trend towards pri-
vatisation in higher education is even more pronounced. In Latin
America, especially, governments have left the tertiary sector
largely to private companies: three-quarters of Brazilian students,
forinstance, attend private universities.

Technological change is driving the adult-education business
because it is generating demand for new skills. It has created the
bootcamp business, in which recent graduates or adults already in
the workplace take short and brutally intense courses that boost
theirmarket value by training them in various aspects of tech. “I've
never seen people work so hard,” says Natasha Jahchan, a former
structural engineer who took a ten-week course at General Assem-
bly, the star of the sector, in UX (user experience), costing $15,000.
She left a job that bored her and got a better-paid one she enjoyed:
“I spent my savings but I made it back in three months.” Since Ga
was founded in 20n it has trained more than 50,000 people, and
revenues are growing at 30% a year. Last year it was bought by
Adecco, a recruitment company, for $412m.

Tech has also increased the supply of adult education, since
students no longer have to sit in a classroom. Online education
started in the for-profit private sector, but has moved into the non-
profit and public sectors. Ann Cleland, who had been working as
an accountant on the post-hurricane disaster-recovery pro-
gramme in Puerto Rico, signed up for the Harvard Business
School's business analytics programme, an online nine-month
course which teaches strategy in the age of big data, blockchain,
machine learning and A1. At $50,000 it’s not cheap, but to Ms Cle-
land it was worth every cent. “I cried at graduation and hugged my
professors and told them it had changed my life.”

About a third of graduate education is now online, according to
Richard Garrett of Eduventures, a consultancy. In this bit of the
market, private and public sectors are melding: public universities
such as Arizona State University and private non-profits such as
the University of Southern New Hampshire offer online courses
designed, supplied and marketed by firms such as Pearson and 2u
which commonly take around two-thirds of the revenue.

But the private sector does not just supply education at times
and in places where the public sector is not active. It also offers dif-
ferent kinds of education altogether. ®
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