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EDUCATION—-OPINION

RAGHAV GUPTA
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Thumb Rules for Investment
in Private Education

reasingly important and influential role in

India’s education sector over the past few
years. In fact, at last count, over 50 per cent of the
country’s educational institutions were privately
run (in the uvs, the private sector's share is 32
per cent and in China, it is 25 per cent). Asan ind-
ustry, private educational institutions in India
were worth $40 billion in 2008, a figure that is
projected to grow to $70 billion by 2013 and
$115 billion by 2018 from a demand growth
perspective. if supply keeps pace.

The problems, however. are two-fold: a large
demand-supply gap and average to poor quality
of most privately-run institutions. There is clearly
an opportunity, therefore, for more private play-
ers to enter the education space. While schooling
and higher education institutes are required to be
set up as ‘not-for-profit’ ventures, with mandatory
registration as a Trust or Society, quality private
institutes are the need of the day. Entrepreneurs
and companies wanting to invest in education.
therefore, need to follow certain thumb rules.

Market Assessment: A pragmatic ass-
essment of the “catchment” in each segment of
education is important. from the standpoint of
achieving required student enrollment. before
planning an investment. The catchment (in
this case the travel time to and from the institute)
for a pre-school student should be 30 minutes,
for a K-12 day school 60 minutes. and for a
residential school, this would be five hours.
Demand for a vocational training institute orig-
inates from within city premises, with few stu-
dents travelling across cities for enrollment. A
university or a higher education institute would
ideally attract students from all parts of India as
well as South Asia, the Middle East and Alrica
and, therelore, matters would be being dictated
by the quality of education on offer and the rep-
utation of the institute.

Key Financials: Setting up an educational
institution requires access to large amounts of cap-

T he private sector has been playing an inc-
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ital. A regular K-12 school, built over 2 acres of
land with a capacity of 2,100 students, would re-
quire an investment of around Rs 15 crore and
so would an MBa institute spread over 1.5 acres
with a capacity of 240 students. An engineering
college with a capacity of 1,600 students spread
over 10 acres of land, on the other hand. would
require an investment of Rs 100 crore. Similarly,
the project cost for setting up a private university
over 300 acres of land. with a capacity of 40.000
students, may be around Rs 1.500 crore. In
these ventures, financial returns are attractive,
with mrmoa levels of over 30 per cent and project
IRRS ranging from 235-35 per cent levels.

Regulation: Shortage of quality educa-
tional institutions is a result of India’s tightly
controlled regulatory structure. Education is
regulated at both the Ceniral and state gov-
ernment levels. Higher education has several
regulatory bodies, including aicte and vcc,
but there is no umbrella body to regulate K-12
schools nor a uniform law for schools. There
are considerable entry barriers and regula-
tions that need to be met. and a thorough
understanding of these would, perhaps, lead to
better and quality institutions. ®
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