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“Education needs h gh impact’ investors

Policy and fund constraints have stalled pedagogic and technological improvements. Debt-driven funds can make a difference
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he Indian education sec-

tor sees a combined ex-

penditure of more than $

100 billion annually. Yet, it
receives a surprisingly small per-
centage of impact investments.
Unitus Capital’s India Impact Equity
Investment Report 2013 estimates
that equity, investments made in
education account for less than 3
per cent of share value among oth-
er investments. !

This approximation seems abys-
mally low. Over 250 million chil-
dren are currently enrolled in
schools. In less than a decade, a sub-
stantial proportion of these chil-
dren will comprise India’s working
age population projected to be-
come one of the largest and young-
est in the world.

Education is highly valued across
all income segments and house-
holds are prepared to spend a fair
share of income on children’s edu-
cation. There has been unpreceden-
ted growth in the setting up of pri-
vate schools, which currently
account for 40 per cent of total stu-
dent enrolment.

This data points to the need for
far greater, good quality and im-
pactful education solutions that
cater toall segments of society. Why
are we not seeing impact investors
whose objective is to invest in so-
cially relevant products for the low-
income population?

And why are education compa-
nies/social entrepreneurs not inter-
ested (in terms of number and in-
fluence) "in  designing and
distributing products and services
that cater to this segment of
children?

The challenges
Education enterprises and entre-
preneurs who aim to provide prod-

ucts and services to government

and affordable private schools face
several challenges. Prime among
them is limited access to govern-
ment schools which is further com-
plicated by drawn-out tender pro-
curement processes, and long and
unpredictable payment cycles.

Affordable private schools (APS)
pose another set of challenges. Run
by various organisations these con-
stitute a highly fragmented market.
However, what they have in com-
mon is a limited ability to pay for
anything additional to what they
have already agreed to source at the
start of their operations: RTE re-
quirements that prescribe the in-
clusion of certain kinds of infras-
tructure which involve costs; and
the absence of clear academic stan-
dards for grade-appropriate learn-
ing which complicates an educa-
tion company’s ability to gauge and
offer the right kind of tools and ser-
vices that could be impactful.

When a company is able to cir-
cumvent these challenges it still
needs to prove to schools that buy
in to its pitch thatits product or ser-
vice has undeniable ‘extra’ value.

Measurable impact

Much like test prep companies and
play schools which both enjoy sus-
tained demand and a willing, pay-
ing clientele, education companies
will have to clearly articulate what
itis thata student will acquire in in-
vesting in their specific pedagog-
ical product/service. *

But is it possible to create a clear
value articulation for pedagogical
products and services aimed at
school children?

Evolving a set of common bench-
marks would be the first step to
inch closer to this goal. The aim
should be to set absolute levels of
age and grade-appropriate compe-
tencies so as to measure relative im-
provements in student learning lev-
els and thereby assess investee
impact.

Companies that want to grow in
scale will have to first demarcate
what age-specifr¢learning outcome
they hope & improve. They will
then have to follow it up with data
much like what test prep compa-
nies do that proves how using their
product improves a student’s spe-
cific competency.

Another solution that education-
al enterprises can use in order to
overcome their challenges lies in
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roping in an otherwise overlooked
and underestimated constituency
— the parents.

Engaging the parents
Currently, a majority of parents
looking for good quality, affordable
education, continue to be unin-
formed of who their schools’ ser-
vice providers are and what poten-
tial impact they can create on their
children’s learning levels. If educa-
tion companies can focus on facili-
tating this need by co-opting par-
ents®#n their outreach -efforts,
paﬁts will be far more willing to
let their wards’ schools invest in
such products and services. This
will give the enterprises the impe-
tus to find firm ground to grow.
Systematic and continuous mon-
itoring of results and publication of
the efficacy of services will further
help establish close ties with par-
ents. Additionally, technological
platforms, including mobiles, can
be used to convey news and up-
dates on children’s progress unob-
trusively and cost-effectively. Educa-
tion enterprises can introduce

basket have for them? paveLsvoBopa/!

SHUTTERSTOCK.COM

individualised child-level reports
that can be made available through
inexpensive digital platforms. They
can also conduct workshops on the
web or in person to familiarise par-
ents with the latest tools or tech-
niques to boost engagement at
home. Together, these initiatives
can help lend credence to the effica-
cy of pedagogical tools that the par-
ents have ‘bought in’ to.

Early-stage investments
Collaboration in sales channels and
in financing can help to address
some of the costs associated with
scale-up. The booming APS market
is witnessing the growth of finance
companies that offer loans. &
Such companies are partnering
with education product enterprises
on their ‘go-to-market’ strategies.
As a result, while the finance com-
pany gains a partner with a shared
interest, the service provider gains
access to an existing distribution
channel easing its entry into the
market. The way forward for inves-
tors will lie in their taking the lead
in making risk-measured, early-

stage investments. However, what
will be crucial in determining how
they fare in their endeavours will be
their ability to factor in some
ground rules while evaluating risks
and assessing potential.

In order to help kick-start greater
investments in fledgling education
enterprises, prospective investors
should prioritise offering debt rath-
er than equity investments. This
will help the companies grow sta-
bly and sustainably.

It is just a matter of time before
the education sector sees huge
growth in terms of impact invest-
ments.

What it will take is responsible,
educated choices by investors when
venturing into the field and their
close collaboration with social en-
trepreneurs and education enter-
prises in order to ensure that every
child in every income segment gets
an opportunity to avail good quali-
ty, affordable education.

The writer is the director of India
Education, Michael & Susan Dell
Foundation. The views are persan/al



