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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

� Social inclusion a growing problem Sources:  UNESCO Institute for Statistics, 2012; Academic Partnerships USA, 2013



Trends in Private and Public 
Investment In Developing Countries

1970–2003

Source::  International Finance Corporation 2004  – Trends in Private Investment
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Education is the opposite!

How do we mobilize underutilized resources?

Sources::  OECD 2000; UNESCO 1999; International Finance Corporation staff  estimates 2005: * = conservative 

estimate.  – Trends in Private Investment – Current Financing Only – Total Private Financing  (including capital) in 

developing countries is thought to exceed 33% of  total expenditures (IFC staff   estimates, 2004/05 – based on 

country data that is available):
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Public Spend Per Tertiary Student                               
Average OECD vs Average for 8 Populous Developing Asian Countries 

$7,712

$405

$13,717

$1,854

OECD Average

Eight Developing 

Countries in Asia

Sources: IFC 2003; World Bank 2010; UNESCO 2011                                                                              

Note:  The eight developing countries in Asia are Bangladesh, China, India, Indonesia, Pakistan, Philippines, Sri Lanka, Vietnam
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The Privatization Spectrum

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

water & sanitation

electricity



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?

Risk Sharing Facilities



Examples of Risk Sharing StructuresExamples of Risk Sharing StructuresExamples of Risk Sharing StructuresExamples of Risk Sharing Structures

First Losses

Mezzanine Risk

Senior Risk  

– University 10%         

– Local Bank 10%  

Total 20%

– University 10%         

– Foundation 10%       

– Local Bank 10%   

Total 30%

– Devpt Bank 10%                 

– Foundation 10%         

– Total 20%

Local Bank 60% Local Bank 50%

– Devpt Bank 20%              

Examples

Scenario 2Scenario 1



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 
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Previous vs. NewPrevious vs. NewPrevious vs. NewPrevious vs. New
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Sampoerna Foundation Risk Sharing Facility            

for Student Financing 

Foundation Covers 
First Losses17%

Local 
Bank IFC

Local Bank & 
IFC Share 
Second 83% of 
Losses 50/50

Local bank 
originated 
USD21m    
(or 7 times 

the first loss 

reserve)    

for lending 
to students

Total 
>$21m

$2.8m         
loss reserve



Total Student 

Financing Facility          

USD 51million

Cash Reserve      $$

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

The second 75% of 

losses are covered 

and shared 50/50 

between BCI Bank 

and IFC

Second  

Loss

First 25% of losses 

are covered by 

DUOC from its 

Cash Reserve

First     

Loss

DUOC Chile – Risk Sharing Facility



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

Cash 
Reserve

2iE Tuition 
Discounts

Possible 
Contributors

- World Bank
- Donors

Foundation Support Services
- Scholar screening and selection

- Scholar management

- Scholar Alumni strategies and tracking

Partial 
Scholarships

OR

Source:  Perkinson, R – World Bank Presentation, March 2012

AFD

Senior Risk

2iE / BOA / AFD       

Risk Sharing Structure
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BOA

Mezzanine Risk

First Losses



Eduloan - South Africa
payrollpayrollpayrollpayroll----based financing based financing based financing based financing for students attending public institutionsfor students attending public institutionsfor students attending public institutionsfor students attending public institutions

• Started Yr 2000

• US$ 40 million portfolio (est 97,000 students) by EO 2006                 

– served over 550,000 students by 2011

• Delinquencies – have been low (less than 2%)

• Initial access was to public University & TVET programs                        

– later extended to shorter cycle professional training, nursing and 

other training programs

• Students are working – bank/employers share the risk

• Payroll-based lender – collections through payroll deductions



Chile

Bond Issue for Financing Tertiary Institution Development



This image cannot currently be displayed.

�8yr local Chilean bond - face value of Bond approx US$23 

million

�Bond proceeds used to finance University’s expansion, 

modernization and to improve quality of operations –

construction of 3 new buildings and refurbishing 6 existing  

�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

Universidad Diego Portales - Chile



Securitization:  UDP Structure

ORIGINATOR
UDP Bond

Proceeds

Bond Holders

Bond

Students

Education

$

Special
Purpose Vehicle

Tuition PaymentsTuition PaymentsTuition PaymentsTuition Payments Administration/
Collections

Tuition PaymentsTuition PaymentsTuition PaymentsTuition Payments

Bond 
Proceeds

IFC

Tuition and 

Fees from:

- Law

- Journalism

- Advertising

- Design



RMIT Vietnam

. . .  an innovative insurance-based initiative for 

student financing



Approached two insurance companies 
in Vietnam

• 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 $US15,000 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;



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 
Vietnam;



Outcomes

• In 3 years over 8,000 
policies sold 

• 500 policies per month;

• Face value in excess of 
$US80 million;

• Too early to determine 
entry rate 

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



More Outcomes

• Insurance company also to 
provide scholarships;

• Possibility of securitizing 
savings for expansion;

• Direct marketing to policy 
holders



• 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 Vietnam

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

Student Financing Initiative – Provides Opportunity to 

Leverage Capital Investment for Expanding Facilities



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

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

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


