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Education needs a profit motive
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The government should urgently liberalise the regulatory regime governing the sector and permit a ‘for-profit' model

HEMAL ZOBALIA e ‘ 1 \ b,

s the West struggles to overcome the

global recession, India remains one

of fastest gtowing economies in the

world today. Such rapid economic develop-
ment and the transformation to a knowl-
edge-based economy have resulted in
increased demand for educated and skilled
wotkforce. To meet this demand, the gov-
ernment has set itself a formidable target of
achieving a gross enrolment ratio (GER) of 21
per cent by the end of the 12th Five-Year Plan
in 2017 against the current GER of 124 per
cent, which is one of the lowest in the world.
The government’s ambitious target cou-
pled with lack of adequate infrastructure for

.- education facilities makes India one of the

largest emerging education markets. Despite
this, the education sector is not getting the
kind of investment it should attract, espe-
cially, at the formal K-12 and higher education
level. The catch lies in the heaps of regulato-
ry hurdles one has to clear for establishing a
formal educational set-up.

Education in India has traditionally been
regarded as a philanthropic activity and is pri-
marily driven by the government or few large
Indian corporations as part of their corporate
social responsibility (CSR) on a “not-for-prof-
it” basis. Against this backdrop, the formal
education sector is governed by a number of
regulations framed by the Centre and state
governments and regulated by a number of
bodies like the All India Council for Technical
Education (AICTE), the University Grants
Commission, the Medical Council of India,
the Central Board of Secondary Education
and so on. Accordingly, such regulations
require an educational institution to be setup
either as a trust or a society or, in certain cas-
es, as a Section-25 company (for instance,
recently the govertnment has allowed corpo-
rations to start AICTE-approved courses by
setting up separate non-profit companies
under Section 25 of the Companies Act). The
regulations further require that any surphus
generated while running an educational insti-
tution needs to be ploughed back to further
educational obiectives.

Though these regulations are in place, itis
common to find institutions running on
models in which a number of companies are

setup alongside the trust or the society. Such
companies provide services like school man-
agement, cafeterta, school stationery, uni-
form and so on. Nothing mote than com-
mon sense is needed to understand that this
is an indlrect means of deriving profits,
which is not possible in a formal set-up giv-
en the stringent regulatory provisions.

In the cuttent situation in which it may
not be lucrative for private sector players to
invest in a formal “not-for-profit” set-up, the
unregulated “for-profit” entities are attract-
ing the bulk of investment. These entities
are mostly engaged in providing education-
al services like test preparation, tutorials,
corporate training, teacher tralning and so
on. Career Launchet, Educomp, TutorVista,
1o name a few, are some of the biggest play-
ers in this sector. From the amount of invest-
ments that these companies have attracted in
the recent past, it is evident that investors are
bullish on the Indian education sectot.

The ever-increasing demand for quality
institutions also creates a need for foreign
universities to set up shop in India. Foreign
players would not only raise the bar as far as
educaticnal Infrastructure is concerned, but
would also provide the much-needed funds.

Under the extant guidelines, few options
exist for foreign coltaborations in technical
education whereby AICTE permission is
required to provide diplomas or degrees by a
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foreign university or institution or through a
twinning arrangement in collaboration with
an Indian university ot institution. Howevet,
a number of stringent conditions regarding
the mode of the set-up, accreditation, fee,

student intake and so on need to be fulfilled. -

Another issue that merits attention is the
ambiguity surrounding the permissibility of

. foreign direct investment (FDI) in the educa-

tion sector. There is no express provision that
restricts ¥DI in education and, therefore,
under the residuary head, 100 per cent FDI
under the automatic route may be consid-
ered permissible. However, ambiguity arises
since regulatory provisions require a regulat-
ed educational institution to beset up only as
atrust or asociety, wherein no FDI is pertit-
ted. This adversely impacts the fund-raising
capability of a trust or a society from foreign
sources. The only options left are contribu-
tions or donations that are subject to stringent
conditions imposed by the Foreign
Contribution Regulation Act, 1976.

The much-awaited Foreign Educational
Institutions (Regulation of Entry and
Operation) Bill, 2010, is a welcome legisla-
tion and an example of the forward-looking

mindset of the Ministry of Human Resources -

and Development. The Bill is aimed at regu-
lating the entry and operation of foreign edu-
cational institutions that are imparting or
intend to impart higher education in India.

The Bill, if passed, would enable foreign uni-
versities to set up campuses in India and
offer degrees. i

Besides, four more Bills aimed at reform-
ing the education sector are on the cards.
These are (a) The Prohibition of Unfair
Practices in Technical Educational
Institutions, Medical Educational
Institutions and Universities Bill, 2010, (b)
The National Accreditation Regulatory
Authority for Higher Educational Institutions
Bill, 2010, () The Education Tribunals Bill,
2010 and (d) National Commission for Higher
Education and Research Bill, 2010, These
legislations have the potential to change the
education sector’s entire legal and regulato-
ryframework. :

Though regulatory challenges are oge
side of the coin, educational institutions
have to comply with the income-tax legisla-
tion as well.

Since a formal educational institution
may be established only as a trust, a society
or a Section-25 company for “not-for-profit”
purposes, Section 10(23C) of the income-tax
law provides tax exemption subject to the
fulfilment of stipulated conditions like appli-
cation of income, modes of investment of
surplus and so on. For claiming the exemp-
tion, the institution has to get itself regig-
tered with the income-tax authoritiof.
Challenges are faced at the time of obtaini
the registration since it needs to be es‘nt:;g-
lished before the tax authorities that the insfi-
tution exists solely for educational purposes.
The institution is also required to obtain an
approval from the income-tax authorities to
enable donors to claim tax deduction under
the commonly referred Section 80G.

Given the amount of funds and the num-
ber of “quality” institutions the educatiop
sector needs to bridge the demand-supply
gap and the inability of the government
caterto such demand, the government should
liberalise the regulatory regitme governingthe
education sector and adopt a pragmat;c
approach permitting a “for-profit” model for
educational institutions. It may also consiq-

* er promoting public private partnership (PPF)

in the sector similar to the one implementéd
successfully in infrastructure projects.

Theauthor is Partner Taxand Regulatory,
KPMG, India

e



Page 2 of 9

Omline Journal Controversy: Delld High Court grants interimreliefto EPS.. htp:/frwrew mhaurverse. commdarticl efid/53 70 Inte i relief to-EPSI-again .

Interim Relief
by Delhi HC

to EPSI

Ounline Journal Controversy: Delhi High Court grants interim relief to EPSI members
against AICTE

MBAUniverse.com News Bureau | 06 Jan, 2012 0542 hrs IST

Education Promotion Society of India (EP5I} has gof interim relief from the Honourable Delhi High Court
on the matter related £o 'Mandatory Subscription of Online journals’, prescribed by the ATCTE for all
Technical Institutions

This is a bigrelief by the Hon'hle High Cowt of Delhi. This arbitrary decision of the ATCTE would have created
extraordinary financial burden on technical nstitations: Dr. H Chatarvedi, Director, BIMTECH & altemate
President, EPST

Bducation Pramotion Soclety of Tndha (BPSI has got inferim relief from the Honowrable Delln High Cowt on the roatber related to
Mandatory Subscription of Crline jownals', prescribed by the AICTE for all Teclrical Imstihtions iz, Engireering Colleges,
Managernent Inetitites, Architect Instibites, Pharmacy, MCA incititions ete. MBAUniverse.com has learmt that the Hon'ble High Cowrt of
Delhi has on Jamary 6, 2012 staved the AICTE s notification to cormpulsorily subscribe to sormne mandatory online jownals. The Hon'ble
High Cowt of Delli has issued an Iferirm Order stating that the ATCTE Order under Approval Handbook for 2012-13 will remain stayed
il Jarmary 31, 2012, when cowt will hear this matter again

Speaking to MBAUnverse.com, Dr H Chateved, Alternate President, EPSI, and Director, BIMTECH =aid, "This it a big relief by the
How'ble High Cowt of Delli. This arbitrary decision of the AICTE would have created extracrdinary financial urden on techrical
iretittions and also lead to siphoning of Fe 1600 crares to US and UK based multinational publishing comparies. "

EPSI says that rmow all technical insthions are not inder ary compulsion for igdng online jowrnals for extension of approval, or to
ircrease inintake.

EPSI has being ighting for this 1ssue since Movernber 18, 2011, when a letter was sent to Skl FKapil Sibal, Hon'ble Minister of HETD.
Vith ro relief corming from the ministy, EP ST moved Delli High Cowrton the matter.

The main plea by EPSI was that all AICTE approved insthitione have a fimdarnental right to adrinister their respective insihitione and
by books, jowmnals, softwares, machines and equipments as per their requirements and choice. In this case, AICTE not only immposed the
list of jownals from foreign companies publishing those jowmnals, it also prescribed subscription rates in US dollars. Fuether, on
Decernber 20, 2011, AICTE has notified on ite website that instittions subscribing DETNET/INDEST may not be required to subscribe

an online jourmnal.

The final hearing on this matter will now be held on Jammary 31, 2012,



Page 3 of 9

Business Line, ND 07/01/2012 P-4

offered Rs 76 lakh a year

PLACEMENT BONANZA

PSUs Teaching

T.E. Raja Simhan
Chennai, Jan. 6
Inarecord at any of the Indi-
an Institute of Technology,
an annual compensation of
$135,000 or Rs 76 lakh has
been offered by an American
multinational company to
three computer science fresh
graduates of IIT Madras.
These students were hired in
the just concluded campus
recruitment and will be

working in the US.

In comparison, the annual
salary package offered by
many companies to the stu-
dents ranged between Rs 4
lakh and Rs 15 lakh.

The US-based Pocket
Gems, which is into mobile
gaming, has offered the
package.

“To my knowledge, this
could be the maximum salary
at any of the IITs,” said Mr B.
Nagarajan, Deputy Registrar
of Training, Placement and
Public Relations at IIT
Madras.

Pocket Gem, which has in-
vestors like Sequoia Capital
and Harrison Metal, has also
picked up a couple of stu-
dents from IIT, Kanpur, he
said.

The earlier record com-
pensation offered at IIT Ma-
dras was Rs 28 lakh, he told
Business Line.

Analytics/
consulting

Finance/
banking

The campus recruitment
for the 2012 batch passing out
students began on December
1, with 1,208 students having
registered for placement.

About 330 companies have
consented to come for place-
ment out of which 209 com-

panies have completed their -

selection process.

As on December 23, 769
students, including students
of BTech, MTech, MBA and
MSc, were placed.

Last year, 172 companies
recruited 627 students.

Students placed in Hyun-
dai Motors will be sponsored
for a two-year post-graduate
program in a top manage-

Core engg

ment or engineering school
in South Korea. On success-
ful completion of this pro-
gram, they will have the
opportunity to work at their
headquarters in South Korea
for two years as part of a pro-
fessional development pro-
gram.

They will also have an op-
portunity for a global assign-
ment for two years at any of
their overseas corporations.

Taiwan  Semiconductor
Manufacturing ~ Company
Ltd, Taiwan, has recruited
MS and PhD scholars for
their R&D division, the re-
lease says.

raja@thehindu.co.in
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}AMMU and Kashmir will
have the distinction of hay-
ing the world's 1argest
solar telescope in Ladakh
i;egnon of the state.

v The world’s National
Large Solar Telescope
{NLST) is bemg set up in
Ladakh region’s high alti-
l.-ude Pangong Tso Lake
Merak by Department of
Science and Technology,
Government of India
(GOI) Jammu and Kashmir

'
B

JENNY ANDERSON
THE NEW YORK TIMES

The number of students in
virtual schools run by edu-
cational management
organisations rose sharply
last year, according to a
new report being pub-
lished Friday, and far
fewer of them are proving
proficient on standardised
tests compared with their
peers in other privately-
managed charter schools
and in traditional public
schools.

About 1,16,000 students
were educated in 93 virtual
schools — those where
instruction is entirely or
mainly provided over the
Internet — run by private

Polticle Busness Daily, ND 07/01/2012

World's largest solar telescope to be set up in Ladakh

Chief Secretary Madhav
Lal revealed this here
today.

While chairing a meet-

.ing to discuss the modali-

ties for setting up the solar
telescope, Madhav Lal said

that. the state government -

will extend full coopera-
tion to the department of
Science and Technology,
Government of India in its
endeavour to set up NLST
at Pangong Tso Lake
Merak in Ladakh region.
He said the site selected
for setting up of the
world’s largest solar tele-

scope fitted with a 2m
reflector will permit scien-
tists to carry out cutting
edge research to under-
stand the fundamental
processes taking place on
the sun.

The solar telescope will
help the scientific commu-
nity study the long term
changes in earth’s climate
and environment and also
provide useful data to
carry out research in order
to minimise or remove dis-
ruptions to communica-
tions network and satel-

. lites due to periodic solar

P-5

winds, he said.
The Chief Secretary said provide

Asian Age, ND 07/01/2012 P-11

Students of online schools are lagging: Study

management cormpanies in
the 2010-11 school year, up
43 per cent from the previ-
ous year, according to the
report being published by’
the National Education
Policy Centre, a research
centre at the University of
Colorado.

About 27 per cent of these
schools achieved “ade-
quate yearly progress,” the
key federal standard set
forth under the No Child

. Left Behind act to measure

academic progress.

By comparison, nearly 52
per cent of all privately
managed brick-and-mortar
schools reached that goal,
a figure comparable to all
public schools nationally.

“There’s a pretty large

gap between virtual and

brick-and-mortar,” said
Gary Miron, a professor of
evaluation, measurement
and research at Western
Michigan University and a
co-author of the study.
“E.M.0.’s” — educational

management  organisa-
tions, a term coined by
Wall Street in the 1990s —
now operate 35 per cent of
all charter schools,
enrolling 42 per cent of all
charter school students,
according to the report.
“Charter schools are pub-
licly funded and they are
serving public school stu-
dents,” Dr Miron noted.
“But they are increasingly
privately owned and pri-
vately governed.”

Some of the management
companies are nonprofit
organisations — the
largest is the KIPP
Foundation, with 28,261
students — while others
are for-profit companies
(K12 Inc. leads this sector,

that’ the facility will also
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opportumhes to the local
population in the area.

Giving details of the
project, Professor Tushar P
Prabhu . from Indian
Institute of Astrophysics
Department of Science and
Technology (GOI), said
that the site was selected
after carefully studying
vatious scientific and envi-
ronmental aspects.

It emerged from the
studies that the Pangong
lake site at Merak was very
promising and offered
longer sunshine hours, he

with 65,396). The report
focuses on those that have
full-service agreements to
run schools, as opposed to
venders that offer ancil-
lary services like curricu-
lum development.

The number of schools —
virtual as well as brick-
and-mortar — managed by
for-profit E.M.0.’s dropped
2 per cent in 2010-11 from
the previous year, but the
number of students leaped
5 per cent to 3,94,096.

In the nonprofit sector,
there was a 12 per cent
increase in the number of
schools to 1,170 and a 62 per
cent increase in students to
3,84,067.

Nonprofit E.M.0.'s have
a better track record of aca-

employment

said.

demic success than for-
profits, and. smaller
E.M.O.s in general per-
form better than larger
ones, at least defined by
the federal standard of ade-
quate yearly progress — a
metric Dr Miron called
“very crude.”

Data was not available
for about 10 per cent of the
schools run by for-profit
E.M.O.’s and 20 per cent of
those run by nonprofits.
Ameoeng those that did pro-
vide data, 48 per cent of the
schools run by for-profits
met the federal standard,
as did 56 per cent of those
run by nonprofits, About
52 per cent of traditional
public schools meet the
standard.
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1.4 million orders for Akash in India

he world's cheapest

tablet computer has

clocked 1.4 million

bookings since it was
put up for sale online two
weeks ago in [ndia.
Booldngs for the long-nwait-
ed Aakash, pegiged at 32,500
(%41), began on December
14, two months after it was
unveiled as the “computer
for the masses” in India.
Datawind, the British
company contracted by the
Indian government to manu-
facture Aakash, said it had
been taken by surprise by
the response in India, where
Apple's iPad computers
costs n minimum of $600
(TBLTH0 approx).

The current response is
overwhelming, according to
reports. Datawind is now
taking orders for an upgrad-

ed version, called Ubislate 7
for March, and it will
establish three new
factories in 2012 to cope

o 1 3 The stylish, locally-made

with the rush of orders.
“We plan to produce

6,000 units per factory per

month from around April,”

the spokesperson said,
There were also reports

that the makers had run out

of stock of Aakash, which

NAS 3 BEVEN=-1ncn s-cen-
timetre) touchsereen, Wi-Fi
Internet funetion, a
multimedia player and 180
minutes of battery power,

The business daily said
with around 400,000
pre-sales bookings for the
Aukash, sales of the device
were more than sales for
the entire Indian tablet
market last year which
numbered about 250,000-
200,000 units.

Aakash uses an Android 2.2
operating system and has
an external 2GB storage
card and two USB ports.

Critics had warned the
deviee might struggle to live
up to expectations with its
limited 256-megabyte ran-
dom access memory (RAM).

The price of what has
been dubbed “the world’s
cheapest computer” should
fall to 835 and could even be
hommered down as low as
$10, DataWind has said.

The Aakash is part of a
push to increase the
number of students in
higher education and to give
them the technological skills
needed to further boost the
country’s recent rapid
economic growth,

RELAXNEWS
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Student enrolment
spurt raises brows

Ak haya M uboul | 7w

Mew Delhi: It has been decid-
ed tocurtail the higher educa-
tfioncveletofive vears from the
existing six-yvear cyvcle The
jump in Gross Errolment Ra-
tHopesged at17.2% from 12.5%
at the beginning of 11th Plan
has been ascribed to the new
method of caleulat ion.

But even as the Planning
Commission's sub-group that
was tasked to put the GER is-
sue to rest by arriving at a
standardized procedure is
worlking for acceptance of the
new formula, N8S0% 2009-10
data on employment showing
GER of 27.7% has caused con-
sternation about its efficacy
Economist Ravi Srivastava,
who 1= part of Plan panel's

suh-group and has worked on
political economy of educa-
tion forlong, has raised ques
tions about NES0's 200910 da-
ta and written to the
organization asking how did
attendance (NS30 does not
call it enrolment) grow fiom
17.8million in 20405 the pre-
vious surveyon employment -
to S1L.8million in2009-10.

A= for arriving at the five-
year higher education cyvele,
Srivastavaexplainsthat asper
the UNESCO's International
Svetern of Classification for
Education, there aresix stages
of education. While stage one
to three relates to school edu-
cation, stage four i= about vo-
cational education and stages
fiveand six are inthe realmof
higher education.
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All India Council for Technical Council get o

new Chairman

Dr. 5.5, Mantha, Vice-Chairman
and Charman (Actg.) of All In-
tha Council for Techmical Edu-
cation, has assumed the Charge
as Chairman, All India Council
for Technical Education.
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