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Global Trends in Tertiary Education & Training

= Total tertiary students worldwide
— 2001 =103 million
— 2010 =177 million
= 77% increase in 9 years, majority in Asia
= Continued decline in per student public sector financing
— tightening fiscal constraints
— government priority for primary and secondary education
— tertiary sector becoming more financially independent
— still heavily reliant on public sector funding

= Growing shortage of skilled graduates/workers in knowledge industries
— private sector increasing investment in human capital to strengthen
employability on the job
= Public Private Partnerships taking on greater importance

. SOClal 1nCluSlon a grOWIHg prOblem Sources: UNESCO Institute for Statistics, 2012; Academic Partnerships USA, 2013



Trends In Private and Public
Investment In Developing Countries
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Education is the opposite!
How do we mobilize underutilized resources?
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Public Spend Per Tertiary Student

Average OECD vs Average for 8 Populous Developing Asian Countries
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The Privatization Spectrum

Political will to privatize is directly related to the commercial viability of the
public service (and inversely related to government funding required)
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Risk Sharing Facilities

How can risk sharing structures help donors and aid
organizations to leverage private sector participation in
financing tertiary education and training?

How can risk sharing structures assist PPPs in tertiary
education and training?



Examples of Risk Sharing Structures

Examples
Scenario 1 Scenario 2
/ Local Bank 60% Local Bank 50%
Senior Risk U
{ — Devpt Bank 10% |

. — Foundation 10% — Devpt Bank 20%
i —Total 20% |

Mezzanine Risk

| — University 10% | — University 10%
i —Local Bank 10% — Foundation 10%
| Total 20% — Local Bank 10%

Total 30%




Leveraging donor funding . . .

Donors are beginning to look for other options
— how to better optimize the use of available funds

Traditional method

$25 million = 5000 FTE students @ $5000 pa tuition fees
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Leveraging aid/donor funds in partnership with
private banks and investors . . .

Other $15m

=3000 FTE

Student Scholarships

Loan Facility
(assume) USS40.5m
Investors / Banks

participate

¥I_/

Less $0.5m

Bank or possible
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(administrators)
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$40m
= 8000
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Previous vs. New

Previous New
$25 million $40m S$15m
= 5000 FTE Student = 8000 . = 3000
Scholarships FTE + FTE
@ $5000 ea Students Students
Total Total
5000 FTE Students 11000 FTE Students

1

= 2.2 times the coverage using the same $25m
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Sampoerna Foundation Risk Sharing Facility

Local Bank &
IFC Share

Second 83% of <
Losses 50/50

\

]

for Student Financing

Foundation Covers
First Losses

Local bank
originated
USD21m
(or 7 times
the first loss
reserve)
for lending
to students

Total
>$21m

$2.8m
loss reserve




DUOC Chile — Risk Sharing Facility

The second 75% of

losses are covered

Second —— and shared 50/50

Total Student loes between BCl Bank

Financing Facility — and IFC
USD 51million
____,_ _____ — First 25% of losses

First are covered by
Loss ~ DUOC from its

- ] Cash Reserve
Cash Reserve
_4

20% of tuition fees paid in to a special cash reserve account



Risk Sharing Structure & Support Services
for Student Loans — 2iE, Burkina Faso

Possible
Contributors 2iE / BOA / AFD
- World Bank Risk Sharing Structure
- Donors
l 2iE Tuition
Di t
Iscounts BOA <4— Senior Risk
—> [ 2B «— Mezzanine Risk
Partial
Scholarshi
cho irs ips AFD 44— First Losses

Foundation Support Services
Scholar screening and selection

Scholar management
Scholar Alumni strategies and tracking

Source: Perkinson, R — World Bank Presentation, March 2012 oD EA




Eduloan - South Africa

payroll-based financing for students attending public institutions

Started Yr 2000

Payroll-based lender — collections through payroll deductions

Students are working — bank/employers share the risk

Initial access was to public University & TVET programs
— later extended to shorter cycle professional training, nursing and
other training programs

Delinquencies — have been low (less than 2%)

USS$ 40 million portfolio (est 97,000 students) by EO 2006
— served over 550,000 students by 2011



Chile

Bond Issue for Financing Tertiary Institution Development



Universidad Diego Portales - Chile

(18yr local Chilean bond - face value of Bond approx US$23
million

(dBond proceeds used to finance University’s expansion,
modernization and to improve quality of operations —
construction of 3 new buildings and refurbishing 6 existing

(J Additional space catered for growth from 9,300 students to
14,000 students by Yr 2010

Project accommodated construction and refurbishment of
neighborhood of downtown Santiago — preserving the
district’s heritage




Securitization: UDP Structure

Administration/ [ T P

Tuition Payments )
Collections

Education

Special
x ORIGINATOR Purpose Vehicle
$ UDP Bond
Proceeds
Tuition and Bond Bond
Proceeds

Fees from:
- Law
- Journalism Bond Holders
- Advertising

Design
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RMIT Vietnam

. an innovative insurance-based initiative for
student financing



Approached two insurance companies
in Vietham

* First, 100% foreign owned (one of
the world’s largest) could not
understand concept;

» Second, 70% foreign owned by
Australia’s biggest bank (assuring
financial stability) , agreed to go
ahead after 30 minutes discussion;




The product

* Insurance company sells policies which
give automatic right of nominated party
to enter RMIT Vietnam if they meet
educational requirements in force at
time of entry;

* Time frame for saving normally 5 to 15
years;

* About SUS15,000 required;

* 1,000 places per year are designated for
period - 2007 to 2025;

* All contributions in Vietnamese Dong
held by insurance company — fees in
United States dollars — so differential
may need to be paid;

____MOT SO THAC MAC VA GIAI PAP____

Dal hoc Quéc 1& AMIT Viét Nam la al ?

Dal hoc Quéc 18 RIMIT Vigt Nam 14 trutng dai hoo quéc t8 100% vén nudc ngodl d8u tien va duy nhét tai Viet Nam
hign nay_ Bai hoo Cong nghé Hoang Gia Melbourne, oo si me ciia RIMIT Vigt Nam, 13 mét treng nhimg truémg dai hoc ob
nhiéu cdp bae daotao Ién nha nudse Ue véi B0.000 sinh vién, trang 44 o6 khodng 8,000 sinh vign quicté. T nam 1882,
AMIT da co nhigu hoat déng nghign cdu, hop tac trén nhidu fnh vue vei Vigt Nam va duoe chinh phii mési thanh lap
Pal hoe Quéc 1& RIMIT Vigt Nam vao thang 5 nam 2001,

DE bigh them thang tin v& Bal hge Quéc 18 RMIT VIgt Nam, cac khod hoe, diéu kign luyén sinh va cae thong tin khéc,
mi ban lign ha: @ Tp MOM: Tel (B48) 822 4992, email: enquines @mit.eduvn @ Hanoi Tel (844) 726 1460, email:
hanoienquirles@miteduvn ® Hoficruy cap trang web: www_rmit eduvn.

Bang cép va chuong trinh dao tac tal RMIT VIgt Nam nhu thé nao?

Bing ctip do AIMIT Melbourne, Uc cép va gid tri trén toan the gidl, chuong trinh va nti dung gidng day do céc hoc gia tai
Dai has Céng nghé Hoang gia Melboume, Us soan thie. T cd cdc nganh dao tao tai RIMIT Vigt Nam 88 duge Ba Gido
dyc v Baotao Vigt Nam cong nhan vatd chie kim dinh chét luong Dal hoo kifm dupat.

Céng ty BHNT Bao Minh CMG la ai?

Bao Minh CMG I lién doanh bao him nhan tho duy nhat tai Vist Nam gia Bie Minh - cang ty bas hidm idn tha hai tai
Wigt Nam trus thuds B Tai Chinh va CMG - thanh vién clia Ngan hang Gommonw salth, mét tap doan tai chink kdn nhét
cla Uz Bao Minh CMG chinh thec di vao hoat dang 16 thang 101 999 va dén nay & b 48 van phang kinh doanh trén
toan qude ciing 7.D00 nhan vien tu van tai chinh dude dao tao bai ban

Thé nao la Quyén Uu Tién Tuyén Sinh?

Pal hge Quéc t8 RMIT VIt Nam oo nhing tiéu chudn tuygn sinh nhat dinh v tifng Anh va hoe lue Vi ché 4B gido dyc
cla e khéng quy dink ky thituyén sinh dai hos nén Dal hec Quéc t& RMIT Viet Nam ciing 4p dung &dng nhu viy.

Thi sinh dy tuydn phii cé ket qua thi IELTS | 6.5 diém ho&ic TOEFL |2 580 didm, ddng théi dédp dng dugc cie yéu cdu vé
hoe e eha chuang trinh dai has mudin dang kj thea hos mai 8 diéu kign nhap hoctai Bal hoc Quéc 1€ AMIT VIgt Nam.
Thi sinh edng 3 thé duge tuyén vao Bal hee Qude té RMIT VIg Nam thang qua Chugng trinh du bi dai hoe voi @éu kign
dép dng dudc cacy@u clu vé hoc luc va tét nghigp chuang trinh hoo nay.

S luong tuyén sinh cila Dal hoe Qudc t& RMIT VIgt Nam |4 rdt han chs va dy dodn =& o tranh dua gay gt 92 danh
nhiing vi tef néy vi th vidc d&l chd trude 14 cn thisl. CQuyén U Tin Tuyén Sinh dam bao mat vi tri tuyén sinh & duge
dénn rigng cha khach hang hai 6l tigu chudn cla Bao Minh CMG déi véi cdc khéa hos tigng Anh, Chusng trinh ou bi
dai hoc va tél cA cde khda hoc olla chuang tinh dai hoe Thi sinh ph3 dap (ng duge ce didu kign nhap hoc va cc
y&u edu vé hoa e vao nam dang ki thao hae.

Thé naola khach hang hgl dii tléu chusn?

Khach hang héi d0 ity chudn 1 cac khéch hang oia Bao Minh CMG d8u tu vao viss hoe hanh che con céi thE hign qua
vigc tham gia hop déng bao higm An Sinh Gido Duc va An Sinh Gia BXnh Toan Dign co 8 tién blo hidm 18 thidu 1
100.000.000 ddng. S4 luang uu tign tuyEn sinh 12 o8 giél han va Bang Chang Nhan Quyén Uu Tien Tuyén Sinh s& duge
phit hianh dya theo thity Gidly y&u cdu bao higm ma Céng ty nhan duge.

Béing Chiing Nhan Quyén Uu Tién Tuy én Sinh la gi?

Bing Ching Nhan Quyén Uu Tien Tuyén Sinh véi déy a0 thang tin vé t&n ciia con ban va nam dang ky nhap hoc trén 84
< I bang ching d&m baao cho vige wu tién tuyén sinh da duge cam ket gita Bao Minh CMG va al hoc Quéc 16 RMIT
VIgt Mam.

Lam th& niao dé khach hang hgi di tiéu chudn thc hign quyén Igi nay?
Theo yéu céu cla Bal he Quac t& RMIT VIt Nam, khich hang nén théng bao ¥ dinh sl dung cuyEn U tign tuyén sinh
nay irde mil nam cho frutng va qué trinh dang kj nhap hoe dudc theo dBi tif IGe dé. Va vao nam ding ki nhip hoc tai
AMIT, hop déng véi Bao Minh CMGvan od higu lue.
NEU et yeu cfu ki oy khi @ang ki thi kholn kj qly nfy s3 dugc tam dng 1 hop ddng blo hidm thay vi phdi déng
tructi€p, nhi d& khéch hang thugn Ioi han trang vide dang kj nhap hoctruse mat nam.

Cang Ty Bae Higm Nhin The Bio Minh CMG » Try S8 chinh: Téng 3, Taa nha Saigon Riverside Ofice Center,
2A-48 T8 DuicThding, Quan 1. TR.HE Chi Minh
BT {08) 829 1919 - Fax: (08) 820 3131 - Email - W ebeRe: www enyn




Product (continued)

* Sibling transfer or full refund with
interest at any time;

* Marketing material vetted by
University;

5,000 strong sales force — difficult to
control;

* Free advertising;

* Highest cost insurance product in
Vietham;



Outcomes

* |n 3 years over 8,000

policies sold )
% QUESTIONS AND ANSWERSl

* 500 policies per month;

e Face value in excess of
SUS80 million;

* Too early to determine
entry rate ety A ——

priority enrollment for your child at RMIT.

* Number of policies offered
will ensure 1,000 new
students per year;



More Outcomes

RMIT
* Insurance company also to SRR
provide scholarships; = i
L | ' AM
* Possibility of securitizing % \ U RRING CEE vioNy

94

w

savings for expansion;

* Direct marketing to policy
holders




Student Financing Initiative — Provides Opportunity to
Leverage Capital Investment for Expanding Facilities

 The scheme today provides up to 2000 places a
year — and is sold out until 2027

« At today's tuition of USD9,000 per year this
represents over USD300 million in future earnings
with little or no cost to RMIT Vietham

« Part of the fund deposits (up to 10%) being used
to securitize expansion of facilities in Hanoi



Fiscal Responsibility. ...
and future public private partnerships . . .

Without new financing solutions for tertiary education and training the
global higher education industry will struggle to break the 30% GER
threshold of 18 to 25 yr olds in tertiary education

How effective are current policies for mobilizing alternative forms of
financing and PPPs for tertiary education and training?



There is nothing permanent. ..
except change!

Heraclitus



