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What we have heard is three testimonials in an area called “Education Goods and Services” and the question arises as to how large is this area and what are the opportunities and risks involved? 

In general, among the services that we’ve heard there are: testing and certification test preparation, after‑school programs, tutoring, special consulting, including management consulting.  Among the goods, there are textbooks and teaching materials, supplementary materials, vocational and scientific equipment, etc.—all of this supplying the various education markets, which include elementary, secondary, post-secondary, and distributed learning, etc. And let us recall that there are three separate kinds of categories of consumers: they could be private corporations; they could be schools or school systems; and they could be individuals themselves. 

In the United States or North America, education and training companies have raised approximately $3.4 billion in equity capital since 1994 in 38 IPOs.  Education and training stock has gone up 134 percent since that same time. By one estimate, the education and training industry, public and private expenditures taken together in North America constitutes around $740 billion in expenditures a year.  Second only to health care, it is just under 10 percent of the gross domestic product. It’s the fifth largest export sector of the United States, accounting for $8.5 billion, much of that involving students who come to study in the United States. 

Twenty six billion dollars is spent on education‑related goods. That’s about 4 percent of the overall total: $5 billion on textbooks, $6 billion on supplementary materials, almost $5 billion on education technology, $1.5 billion on testing, and $1.5 billion on test preparations. My sense is that if you take the public budget of any country, it is often spending just under 1% of that on testing. That means, on testing worldwide, there is a little over $1 trillion annually spent on testing and assessing of young people around the world. Within the United States, $98 billion is spent on government and corporate training; $60 billion is spent on corporate training; $9 billion of that, on goods and services within corporate training; and $6 billion on IT training. 

Let’s look at what we know about OECD countries, and then we’ll go to the wider world. Here is the list of the per‑student costs in the non‑ salary expenditures listed by country. What we can observe here is that there is quite a wide range, even within industrial societies. You have Sweden at $2,300 or $2,400; in the United States, it is something over $1,100, down to Greece, at somewhere around $56 per student per year.

We know one thing, there are low expenditures per student in most developing countries, not uniformly low but considerably lower. However, in my opinion, lower spending per student does not necessarily mean a small market.  If you take the number of students in a country such as China and you look at their unit expenditure, they spend only $4.71, for example, on teaching materials, but if you note the number of students, which is over 211 million, then you have a market of just under $1 billion per year on teaching materials in China. Now, if you are a publisher and you say to yourself, “Maybe I shouldn’t go to China because they spend so little per capita on teaching materials in China,” you might want to ask yourself that question a different way; because the market could be much larger than it would appear on a per capita basis. 

One of the good things about the education and training goods and services subsector is that it is a dynamic sub-sector.  It is changing very rapidly. One of the things that we can assume is that as countries grow, they spend more on their children, and they spend more per capita. For example, if you take China, South Africa, India, or Malaysia, and you project their growth, in many instances, these countries have a fairly robust economic future.  In some cases, they are chugging right along at 3 percent growth per year. If we assumed that there is a 1:1 ratio between growth in GDP and growth in expenditures per student, that could be conservative.  As you know, as parents, as you get richer, sometimes you spend more on your children than your income. And that’s true of developing countries, too.  So here we’ve assumed a 1:1 ratio. So what this would mean—let’s take China—assume a 3 percent GDP growth, the market then goes from just under a billion dollars to $1.7 billion over the next few years. 

There are seven major “drivers” of change in the education and training goods and services subsector: Technology, Globalization of standards, International trade, Political changes, Industry consolidations in testing and downsizing, Privatization, and Demographics. These drivers of change are global. 

As an example of industry consolidation, there were 10 major testing and assessment agencies in Britain of five years ago; today there are four. ACETO has just been privatized. Privatization is heavily driving this industry as governments are outsourcing services and privatizing textbook manufacturing. 

There appears to be considerable opportunity for private investment in education goods and services. There is a significant market, in my view, but the data are problematic. There is much data that needs to be reclassified. I think the experience of marketing in developing countries is fairly limited. The regulatory environments are often seriously distorting. Therefore, my belief is that we need a much more detailed study of the education goods and services industry similar to the kinds of studies that we’ve had available on the provision of private education. 
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