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Despite recent increases, enrollment rates 
remain low in several developing regions, 
and the quality of education lags consider-
ably behind that in developed countries. 
Given market failures and equity consid-
erations in many countries, the public sec-
tor continues to be an important player 
in providing education services. However, 
increasing access, equity, and achievement 
in education in developing countries will 
require innovative programs and initia-
tives from the private sector as well as pub-
lic resources and leadership. One form of 
public-private partnership (PPP) that has 
been tried in education and other sectors 
involves the government contracting with 
private organizations to provide a specifi ed 
service of a defi ned quantity and quality at 
an agreed price for a specifi c period of time. 
When central and local governments pro-
vide the fi nance for education services but 
contract out the actual provision of those 
services to the private sector, this can help 
to improve the quality of education and rap-
idly expand access to schooling, especially 
for under-served parts of the population. 

Nevertheless, PPPs are a controversial 
subject. Some studies suggest that this 
arrangement can lead to students being 
segregated by income level and academic 
achievement, with no improvement in aver-
age academic achievement. Other studies 
suggest that, in large-scale voucher pro-
grams, the positive effects of competition 
benefi t only high-achieving students and 
that not all parents choose their children’s 
schools based only on academic criteria. 
While private participation in primary and 
secondary education has increased signifi -
cantly over the last two decades in various 
forms of contracting models, there is not 

enough rigorous research on the effects of 
contracting in education to be able to draw 
many defi nite conclusions at this time.

A framework for understanding 
public-private partnerships 
in education
For education services to be provided suc-
cessfully, all participants—citizens, service 
providers, and governments—should be 
held accountable. Contracting in educa-
tion can improve service delivery by clearly 
assigning responsibilities among these 
actors, identifying objectives and outputs, 
gathering information on the performance 
of the partnership in order to assess its 
progress, and ensuring enforceability of 
the contracts.

Many forms of contracting are currently 
used in education in developing countries. 
Some governments buy the services involved 
in producing education (inputs), such as 
teacher training, management, curriculum 
design, or the use of a school facility from 
private organizations. Other governments 
contract with private organizations to man-
age and operate public schools (processes), 
including all of the activities involved in the 
education process. Some other governments 
contract with private organizations to pro-
vide education to specifi c students (out-
puts). The challenges and potential benefi ts 
of contracting for services that are inputs, 
processes, or outputs are very different. 
There are seven main forms of contracts:

• Management services. Weak school man-
agement is a common constraint to 
improving public school performance. 
To address it, some governments have 
brought in private organizations to 

Conclusions
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manage public schools. Management 
contracts can entail the private organiza-
tion managing a single school or an entire 
school district. Its responsibilities usually 
fall into four categories: fi nancial man-
agement, staff management, long-term 
planning, and leadership. Nonmanage-
rial personnel usually remain as public 
sector employees. 

• Support services. Noninstructional 
activities, including maintenance, stu-
dent transportation, and school meals, 
are often very costly for public schools. 
Policymakers in many countries have 
contracted out these kinds of support 
services to increase cost-effectiveness 
and free up resources and time so that 
school staff can focus on the learning 
process. Usually, governments tender 
contracts that cover multiple schools so 
that contract management expertise can 
be developed in a single place and so that 
the contracts are large enough to attract 
many bidders. 

• Professional services. Contracting out 
professional services such as teacher 
training, the provision of textbooks, 
curriculum design, and quality certifi -
cation of schools is straightforward and 
usually effective. Its main advantage is 
that it brings private providers’ expertise 
to bear on public education. The content 
and oversight of contracts are critical 
when buying inputs. Simple input ser-
vices are relatively easy to specify in con-
tractual terms, and the performance of 
the contractors can also be conveniently 
monitored. Also, because there are 
almost always many potential providers, 
contractors must be competitive to be 
awarded a contract, and the government 
can credibly threaten cancelation if the 
provider’s performance is not up to par. 
Another advantage is that economies of 
scale can often be achieved because one 
organization can deliver these input ser-
vices to multiple schools under many 
contracts. 

• Operational services. In some countries, 
the government contracts with private 
organizations to operate public schools. 
In these operational contracts, private 
agencies both manage and staff the pub-

lic school. The aims of these initiatives 
are usually to free schools from public 
service constraints, give them autonomy, 
and to harness the interest and knowl-
edge of parents and other community 
members to improve the oversight of the 
school. In many cases, the local com-
munity also contributes to the construc-
tion, upkeep, or improvement of school 
facilities.

• Education services. Instead of engag-
ing a private entity to operate a public 
school, some governments pay for stu-
dents to enroll in private schools, thus, 
in essence, buying outputs. By enroll-
ing students in existing private schools, 
governments can quickly expand access 
without having to spend the money to 
build and equip new schools. Other 
governments pay for students to access 
specialized services in the private sector, 
such as alternative education not avail-
able in the public sector. When govern-
ments contract for education services, 
they are underwriting individual stu-
dent enrollment by means of vouchers, 
scholarships, or per pupil subsidies, all 
of which make it possible to target ben-
efi ts to specifi c students and groups.

• Facility availability. Governments have 
tried to mobilize private investment in 
needed capital stock in many different 
sectors, including education. Contract-
ing for the provision of school facilities 
is appealing because it relieves govern-
ments of having to provide capital up 
front and all at once. Contracting for 
the private fi nance and construction of 
facilities allows the government to pay 
for these capital investments over the 
term of the contract instead of all at 
once.

• Facility availability and education ser-
vices. Sometimes, governments contract 
with the same private fi rm not only to 
build the facility but also to undertake 
all of the activities associated with deliv-
ering education and related services. In 
these cases, the government simultane-
ously implements two forms of contract 
with the same operator—a contract for 
facility financing, development, and 
availability and a long-term contract 
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to operate within a centrally determined 
regulatory framework but provide them 
with no funding from the public budget 
can be described as having a “nascent” 
PPP environment. Countries where the 
government subsidizes private schools can 
be described as having an “emerging” PPP 
environment. A “moderate” PPP environ-
ment is evident in those countries where 
the government enters into contracts with 
private schools that requires them (and 
pays them per pupil) to educate a specifi ed 
number of students for a specifi ed length of 
time. In countries with an “engaged” PPP 
environment, private organizations sign an 
agreement with the government to man-
age and operate public schools in exchange 
for payment from the public budget. In the 
strongest or “integral” PPP environment, 
the public sector funds private schools by 
providing students with vouchers that will 
pay for their education at whatever school 
they choose to attend, thus encouraging 
student choice and school competition (see 
fi gure 2.1 in chapter 2).

Some governments have used univer-
sal voucher programs to increase access to 
high-quality schooling and to make schools 
more diverse. Several high-income coun-
tries have school fi nancing systems that use 
vouchers or similar mechanisms, including 
Belgium, the Czech Republic, Denmark, 
Ireland, the Netherlands, and Sweden. 
Prominent features of voucher systems 
include the following characteristics:

• Funding is based on expressed demand 
by parents. 

• All private schools share the risk that 
without students they will have to close.

• Private schools are diverse and innovative.

• Parents and students can freely choose 
between public and private schools.

• Finance and provision are separate.

• All schools must comply with educa-
tion standards defi ned by the central 
government. 

Developing countries have begun to 
recognize the important role that private 
schools can play in increasing access and 
improving the quality of education through 
competition. Several countries subsi-
dize private schools, mostly faith-based 

for providing education services. The 
rationale cited most often for this form 
of dual contracting is to obtain neces-
sary capital investment while giving the 
contractor a big incentive to organize 
and deliver services as effi ciently as pos-
sible. The effi ciency gains that the pri-
vate organization can capture from both 
constructing and operating the schools 
may make up for the potentially high 
costs of borrowing.

International experiences 
of using public-private partnerships 
to fund existing private schools
Many governments around the world have 
been exploring different ways to involve 
the private sector in providing education, 
including vouchers, subsidies, capitation 
grants, stipends, and contracts. In addi-
tion, demand-side mechanisms such as 
vouchers have the advantage of promot-
ing parental choice, school competition, 
and accountability. The idea is that parents 
choose the best school for their children on 
the grounds of quality, which in turn puts 
pressure on schools to compete to attract 
students and to achieve better academic 
results at a lower cost.

The most common type of partnership 
is where the government funds existing 
private schools, mainly to increase access 
to education but also to enhance quality 
by enabling poor students to attend better-
performing private schools and to increase 
school competition to promote effi ciency. 
Governments are increasingly recogniz-
ing that PPPS have a useful role to play in 
education and are developing institutions, 
funding mechanisms, and regulatory 
frameworks to leverage private capacity and 
expertise to enhance public education.

Countries lie on a continuum in the 
extent to which they are using PPPs. This 
continuum ranges from those countries in 
which education is provided only by the 
public sector to those in which it is largely 
publicly funded but privately provided. 
Countries in which the government is 
fully responsible for education and related 
services and assumes all regulatory and 
fi nancing functions have no PPP environ-
ment. Countries that allow private schools 

Delivered by The World Bank e-library to:
unknown

IP : 192.86.100.35
Mon, 30 Mar 2009 12:16:23

(c) The International Bank for Reconstruction and Development / The World Bank



62 THE ROLE AND IMPACT OF PUBLIC-PRIVATE PARTNERSHIPS IN EDUCATION

contracts differ from voucher-like pro-
grams in that they introduce a risk-sharing 
element. The public and private sectors face 
the same risk of fi nancial loss for noncom-
pliance and share the same incentives to 
improve their performance.

Governments can contract with NGOs 
to provide professional and support ser-
vices to public and private schools that 
cater to low-income students. For example, 
in some situations, the capacity of the pub-
lic sector to deliver high-quality education 
is compromised by a lack of knowledge 
about effective pedagogical practices. PPPs 
enable governments to introduce into pub-
lic schools education methods that have 
proven to be effective in private schools by 
contracting with private agencies to pro-
vide teacher training, curriculum design, 
textbooks, and supplemental services. In 
Colombia, the government contracts with 
the Escuela Nueva Foundation to train 
rural schoolteachers, distribute textbooks, 
update curricula, and provide technical 
assistance to rural schools.

Governments can also contract with pri-
vate organizations to take over the opera-
tion of entire schools, including teaching, 
management, fi nance and staffi ng, support 
services, and building maintenance. Schools 
that are publicly funded but privately man-
aged have the potential to improve quality 
and increase effi ciency because they have 
more autonomy than traditional public 
schools, which means that they are subject 
to fewer constraints such as bureaucratic 
requirements and pressure from teachers’ 
unions. In addition, in schools that are pub-
licly funded but privately managed, deci-
sions about school management are made 
at a level that is closer to the benefi ciary 
than in other schools. When governments 
make such operation contracts with private 
organizations, they are leveraging not only 
the organization’s expertise, but also its 
innovative instructional and management 
practices. Publicly funded private schools 
can transform the education system from 
the outset, simply by providing a wider 
range of schooling alternatives. Moreover, 
because they must offer free education, they 
provide additional places for students who 
are traditionally underserved. 

nonprofi t organizations, either by fund-
ing school inputs (such as teachers’ salaries 
and textbooks) or through per pupil grants. 
The governments of The Gambia, Mauri-
tius, Tanzania, and Uganda have formed 
alliances with private schools to deliver 
education. Recently, as a result of the drive 
towards universal primary education, there 
has been more demand for education than 
the public education systems in many coun-
tries can handle. This problem, coupled 
with limited public funding, has resulted in 
a growth in the number of private low-cost 
schools that cater to low-income students. 

Experience with PPPs across the world 
has shown the importance of: (i) strength-
ening the capacity of public education agen-
cies to regulate, monitor, and contract with 
private schools; (ii) building the capacity 
of private providers to deliver high-qual-
ity education by giving them more access 
to capital and technical assistance to help 
them to improve their educational and 
management practices; and (iii) creat-
ing institutions to implement PPPs and to 
guarantee access to information about edu-
cational outcomes of schools.

Targeting voucher programs to under-
served populations (such as girls and dis-
advantaged, hard to reach, and minority 
students) can increase equity in access 
to schooling and in eventual educational 
achievement. A program in Bangladesh 
that gave stipends to girls substantially 
increased girls’ enrollment. A similar pro-
gram in Pakistan helped to solve the under-
supply of education services in urban 
areas by encouraging new private schools 
to open. Another way to target is to use 
funding formulas that favor students from 
 lower-income families. For instance, in 
South Africa, the government categorizes 
public and private schools on the basis of 
their relative poverty level and provides 
them with subsidies based on the level of 
tuition and other fees that they require 
their students to pay. As a result, the poor-
est schools receive the highest subsidies.

Contracts to provide education services 
are another kind of PPP in which the pub-
lic sector contracts with private providers 
to educate a specifi c number of students in 
exchange for a per pupil payment. These 
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The United States has a highly decentral-
ized education system and an active capital 
market that invests in for-profi t education 
management organizations and institu-
tions that channel funds to education busi-
nesses. Consequently, the United States is 
the country with the most experience with 
contracting for the private operation of 
public schools. There are two types of pri-
vate management of schools in the United 
States—education management organi-
zations and charter schools. Other coun-
tries are following suit. The government of 
Qatar introduced the independent school 
program in 2004 as part of an overarching 
decentralization reform; the management 
of all public schools will be transferred to 
independent operators by 2011 in order to 
promote accountability and improve aca-
demic performance. Latin America has 
two examples of privately managed pub-
lic schools. The fi rst one is Venezuela’s Fe 
y Alegría Network, which provides free 
education to poor communities in under-
served areas and receives funding from the 
government through an agreement between 
the Ministry of Education and the Venezu-
elan Association of Catholic Education. Fe 
y Alegría schools account for 8 percent of 
total enrollments in Venezuela. In Colom-
bia, the concession model was created in 
1999 to provide high-quality education to 
low-income students. Concession school 
operators are private schools or universities 
that have excellent academic performance 
records. 

Contracting out school operations can 
replicate and scale up successful practices to 
bring them within reach of more students. 
The World Bank’s World Development 
Report 2004 identifi es a lack of systematic 
learning from innovation and insuffi cient 
replication of successful practices as prob-
lems at the basic education level. Two addi-
tional ways to give schools an incentive 
to improve their outputs are to allow the 
most competent operators to manage more 
schools and to standardize good practices 
based on either on local research or proven 
examples of success on the ground. 

Publicly funded private schools lead to 
innovation and experimentation because 
they have autonomy over the selection and 

implementation of their educational strate-
gies. Also, contracts for operational service 
attract a wide range of different kinds of 
private providers, which means that the 
supply of education becomes more diver-
sifi ed. Colombia, Qatar, and the United 
States have explicitly created incentives to 
attract high-performing or specialized edu-
cation organizations to drive up the overall 
quality of the education provided in those 
countries. In Colombia, bidders to run 
concession schools had to show that they 
already operated education institutions that 
had scored above the average on national 
examinations. Qatar allowed international 
operators to bid to run schools and allowed 
providers to make a reasonable profi t as an 
incentive to attract bidders. 

In many of the PPP models, decision-
making power over school management 
is transferred to the school itself, which 
makes the provider much more immedi-
ately accountable to the user of the service 
(parents, students, and local communities) 
and which tends to lead swiftly to increased 
effi ciencies in inputs and improvements in 
service. Although privately operated pub-
lic schools spend less money per pupil than 
public schools do, they are more successful 
in raising their students’ academic achieve-
ment. One reason for this is that they have 
more autonomy than public schools to 
make decisions about pedagogical methods 
and the management of their fi nancial and 
human resources. Although the concept 
of a charter school requires open enroll-
ment and free education, these schools are 
allowed to tailor their curricula to target 
specifi c populations, such as likely drop-
outs or students with a particular academic 
interest.

The United Kingdom’s private fi nance 
initiative model allows private consortiums 
and public authorities to become partners 
with the government in the construction 
and maintenance of education facilities. 
This kind of initiative has been accompa-
nied by a substantial growth in the global 
pool of capital available for investment in 
infrastructure. Infrastructure funds man-
age an estimated $133 billion, 77 percent of 
which was raised between 2006 and 2007 
(Palter, Walder, and Westlake 2008). This 
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endogeneity, which typically arises because 
of self-selection. The challenge is to build 
the right comparison group, whose data 
can be compared with those involved in 
the contracts to judge the program’s effec-
tiveness. This challenge exists in the case of 
all impact evaluations of any kind, but in 
education it is exacerbated by the fact that 
self-selection comes from two sources—
schools and students. For instance, in sub-
sidy programs, schools fi rst decide whether 
to apply for the subsidy and then students 
decide which school to attend, based partly 
on whether the school receives a subsidy or 
not. There are six empirical strategies that 
can be used to overcome endogeneity—
randomization, regression discontinuity 
analysis, instrumental variables, Heckman 
correction models, difference in difference 
estimators, and propensity score-matching 
(see appendix B). 

Although only very few empirical stud-
ies of the impact of PPPs exist, it is possible 
to draw some useful lessons about the feasi-
bility of certain contracts. It seems that the 
private management of public schools has 
had a positive impact on student test scores. 
Less is known, however, about what exactly 
it is about charter and concession schools 
that make them perform better than other 
schools. 

Most studies have shown that the private 
management of public schools is effective 
in a range of respects. The body of evalu-
ation evidence on charter schools in the 
United States has grown substantially in 
recent years. This research has found that, 
initially, students in charter schools seem 
to score lower than their peers in public 
schools on standardized tests, but after a 
period of time (usually three years), their 
scores increase to levels similar to those of 
their public school peers. Evidence from 
randomized interventions from Chicago 
has shown that the positive effects of a 
charter school education on test scores are 
concentrated in the early grades. Studies 
of Colombia and Venezuela similarly con-
cluded that privately managed schools tend 
to yield higher test scores than public insti-
tutions for students at the end of their basic 
education. These two studies used propen-
sity score matching estimators with only 

model has now spread from the United 
Kingdom to several European countries as 
well as Australia, Canada, and Egypt.

What do we know about public-
private partnerships in education?
Increasing the private sector’s role in educa-
tion through PPPs can have several benefi ts 
over traditional public delivery of educa-
tion, including greater effi ciency, increased 
choice, and wider access to government ser-
vices, particularly for people who are poorly 
served by traditional schools. Increased 
private involvement in education, through 
contracting or vouchers, may also increase 
the expertise and capacity of the education 
sector and has the advantage of avoiding 
the operating restrictions faced by tradi-
tional public schools, such as infl exible sal-
ary scales and work rules.

The main goals that governments hope 
to achieve by contracting with the private 
sector in education are to increase enroll-
ment, improve educational outcomes (such 
as standardized tests scores and dropout 
rates), and widen access to education for 
low-income families. They also hope to 
reduce the costs of providing education 
while increasing its cost-effectiveness. 

This book has assessed the strengths of 
four types of contracts—vouchers, sub-
sidies, private management, and private 
fi nance initiatives—in the context of four 
main objectives—increasing enrollment, 
improving education outcomes, reducing 
inequality, and reducing costs. In terms 
of enrollment, vouchers and subsidies can 
deliver very strong results, as long as the 
private supply is adequate. However, these 
contracts may cause students to desert pub-
lic schools for better-performing private 
schools. Private management and private 
fi nance initiatives presumably require large 
initial capital investment in the construc-
tion of schools, which in turn may limit 
their ability to produce substantial changes 
in enrollments. Vouchers, subsidies, and 
private contracts can have strong links 
with education outcomes. In contrast, pri-
vate fi nance initiatives’ power to infl uence 
education outcomes is small.

The main challenge involved in evaluat-
ing contracting programs is the problem of 
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limited data, and, therefore, their results 
should only be used with care.

Vouchers are associated with much con-
troversy. Several countries allow parents to 
choose to send their children to any school, 
provide public funding for private and reli-
gious schools, and allocate resources to 
schools based on their enrollment rates—in 
short, voucher-like systems. Some of these 
systems are more than 100 years old, such 
as those in Denmark and the Netherlands, 
while others are more recent, such as those 
in Chile and Sweden. Colombia’s targeted 
program has been the subject of extensive 
analysis because of its randomized design. 
Colombia’s program is well targeted, effec-
tive, and effi cient. It provided quality edu-
cation to more than 125,000 students at a 
lower cost than public schools did, and 
much of this positive effect has been shown 
to be a result of competition. On the other 
hand, the evaluation evidence of the voucher 
reform of 1981 in Chile is mixed. While 
some studies found the reform to have had 
positive effects, others have challenged these 
fi ndings as having problems of selection 
bias and a lack of adequate instruments. 
Furthermore, for many years following the 
voucher reform, overall school quality in 
Chile did not improve. Things have been 
changing more recently, as there have been 
rapid increases in test scores. In general, in 
most universal voucher programs in Europe, 
the availability of school choice has led to a 
more competitive schools market, and in 
most cases this competition has led to better 
outcomes overall, as would be predicted by 
theory. Nevertheless, there is much to learn 
about school choice and vouchers.

Two types of PPPs on which much more 
research effort is needed are subsidies 
(public funds given to private schools) and 
private fi nance initiatives (long-term gov-
ernment contracts with private partners to 
provide school infrastructure). However, 
neither the lack of evidence in one area nor 
the positive results in another are reasons 
to ignore PPPs or to embark on a large-
scale expansion. Such programs should be 
piloted and rigorously evaluated in differ-
ent settings, and this study provides guid-
ance on how to conduct better evaluations 
in these important areas. 

The empirical literature on vouchers is 
large and technically strong. The evidence 
on the other three types of contracts—
subsidies, private management, and pri-
vate fi nance initiatives—is less abundant, 
with the evidence on the impact of private 
management mainly consisting of the char-
ter school literature in the United States. 
Therefore, more research on the relation-
ship between PPPs and education outcomes 
is urgently needed. Future evaluations of 
PPP models need to be rigorously designed 
from the outset. 

Improving education policy 
and regulatory frameworks
Some policy changes can provide an 
enabling policy and regulatory frameworks 
for private schools in developing countries. 
Such a framework would create the condi-
tions under which private schools can oper-
ate effectively and effi ciently, while ensuring 
that education is still of high quality.

Provide a sound basis for the private 
school sector. In many countries, the current 
climate in the education sector is hostile to 
private providers of education, particularly 
those that are for-profi t. Some governments 
do not allow any for-profi t schools to be 
opened at all, while others try to limit or tax 
any surpluses that they may make. However, 
once governments recognize the benefi ts 
that private education can yield to the sec-
tor as a whole, they can start by adopting a 
policy that clearly welcomes private provid-
ers and encourages them to establish new 
schools or universities. Ideally, this policy 
statement would defi ne the place of private 
providers in the national long-term educa-
tion strategy to give potential investors and 
partners the confi dence to invest.

Consider allowing private schools to set 
their own tuition and other fees. Many coun-
tries and jurisdictions, including Ghana, 
India, the Sindh province of Pakistan, the 
Philippines, and Vietnam, limit the tuition 
and fees that private schools can charge, 
require that they consult the governments 
about any increases, or regulate the distri-
bution of tuition fees. These restrictions 
do not encourage private providers to get 
involved in increasing the supply of edu-
cation. If, instead, governments allowed 
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schools often have the opposite impact of 
what is intended. Rather than increasing 
access, improving quality, and making 
schools safer, overly restrictive registration 
criteria, long and convoluted school regis-
tration processes, and onerous mandatory 
regulations can deter potential providers 
or increase their costs so much that the 
schools become unaffordable. Alterna-
tively, such regulation may push schools 
to operate outside the law as unregistered 
or clandestine providers, meaning that the 
government would have fewer ways to pro-
tect consumers. This can impose costs on 
consumers, and invariably these costs will 
fall disproportionately on the poor, who 
have fewer education options. In particular, 
governments can ensure that school regis-
tration criteria are 

• realistic and achievable, while meeting 
policy goals effi ciently and effectively;

• objective and measurable, to mini-
mize discretion and limit scope for 
corruption;

• transparent and available to prospective 
private school entrants;

• output-focused to allow for fl exible and 
diverse delivery approaches;

• applied consistently across various levels 
of government.

Give subsidies to the private school sector.
In addition to providing general invest-
ment incentives, governments can encour-
age private investment in education by 
offering monetary or in-kind subsidies 
to private schools. These subsidies can 
be given up front, for example, as free or 
discounted land, establishment grants, or 
education infrastructure. Land can be espe-
cially important in urban areas where it is 
expensive. Governments can also encour-
age private investment by facilitating work 
visas for foreign teachers, management, and 
technical staff. It is important to ensure 
that private schools have sustainable fund-
ing to underwrite their effective operation 
and to minimize corruption in the delivery 
of services. Broadly speaking, governments 
should preside over school funding systems 
that are integrated, neutral, responsive to 
the changing needs of schools, and tar-
geted to low-income families. Ideally, the 

private schools to set their own fees, this 
would give private providers an incentive 
to invest in the education sector. 

Consider allowing both not-for-profi t and 
for-profi t schools to operate. Several govern-
ments restrict the extent to which for-profi t 
providers can operate in the education sec-
tor or limit the funding for not-for-profi t 
private schools. However, this bias against 
for-profi t provision is not universal. Pri-
vate for-profi t schools are growing in many 
countries. While private schools are often 
seen as catering solely to the wealthy, the 
reality is that for-profi t schools provide a 
signifi cant number of places to the poor. 
Private for-profi t schools come in a vari-
ety of forms, including single owner-
operated schools, chains that operate a 
large number of schools, and education 
management organizations, such as Edi-
son Schools. For-profi t schools serve the 
full range of communities, including elite 
families, middle-income families, and 
the poor.

Promote and facilitate foreign direct 
investment in education. Foreign direct 
investment in education is small but grow-
ing in developed countries, developing 
economies, and transition economies. In 
2005, foreign direct investment in educa-
tion globally was nearly $3.5 billion, up 
from just $86 million in 1990 and $401 mil-
lion in 2002, and most of this investment 
has been in developed countries. However, 
foreign direct investment in education 
remains smaller than in other sectors of the 
economy. In 2007, it accounted for less than 
0.1 percent of foreign direct investment in 
the service sector. Therefore, there is scope 
for governments of developing countries to 
promote and facilitate foreign direct invest-
ment in their education systems. 

Establish clear and objective establishment 
criteria and streamline processes for register-
ing private schools. Many countries limit the 
scope for new providers to enter the edu-
cation marketplace. Many of these regula-
tions are aimed at protecting consumers, 
which is a laudable objective. Establishing 
minimum standards can help to ensure the 
quality and safety of private sector provi-
sion while still protecting consumers from 
unscrupulous operators. However, poorly 
designed registration criteria for private 
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for governments to put stringent require-
ments on education providers to disclose 
information about their operations. This 
could be done by 

• requiring schools to disclose information 
to regulators and the general public,

• introducing a system for collecting and 
disseminating information from schools 
on a number of specifi c indicators,

• introducing school reviews to collect 
information, and

• creating independent review and accred-
iting agencies.

Implementing education public-
private partnerships in developed 
and developing countries
Good design, while important, is not suf-
fi cient to ensure the success of a PPP in 
education. It must also be effectively and 
effi ciently implemented. Weak implemen-
tation of PPPs can expose governments 
to substantial fi nancial and policy risks, 
but governments can take several actions 
to improve the way in which PPPs are 
implemented.

Employ a transparent, competitive, and 
multi-stage process for selecting private 
partners in PPPs. A key element of effec-
tive contracting is a transparent and com-
petitive bidding process. Bidding for service 
delivery contracts such as school manage-
ment initiatives or private fi nance initia-
tive contracts should be open to all private 
organizations, including for-profit and 
not-for-profi t providers. Contracts should 
be open to any local, national, and inter-
national organizations that may wish to 
bid for the opportunity to operate a pub-
lic school. The contracting agency should 
select providers by means of a multi-stage 
process, and these stages should consist of 

• clarifying requirements, including objec-
tives, services, and outcomes;

• developing a procurement strategy and 
identifying a technically strong procure-
ment team;

• writing the request for proposals; 

• inviting expressions of interest; 

• conducting contract prequalification 
checks;

funding system should have the following 
characteristics: 

• Public and private schools should be 
funded within the same system.

• Demand-side financing techniques 
should be used where necessary.

• Funding for schools should be targeted 
to factors that pose barriers.

• The criteria for receiving funding need 
to be transparent, publicly available, and 
easily understood.

Ensure that PPP contracts are fl exible 
enough for private providers. The key to 
implementing successful PPPs is ensuring 
that the private partners are given consider-
able fl exibility in terms of how they deliver 
the service for which they are being con-
tracted. The government should spell out 
its required outputs and performance stan-
dards and set penalties for failing to achieve 
them and rewards for achieving them, but 
thereafter, they should leave providers to 
decide for themselves how best to deliver the 
required outputs to the specifi ed standard. 
Providers must have as much management 
freedom as possible, especially in staffi ng 
and employment and budget allocations as 
well as over the curriculum.

Improve information fl ows and establish 
an effective quality assurance system. A key 
weakness in many countries is the lack of 
available information on the private educa-
tion market. This is especially important 
given the growth of private education in 
many countries and the wide variations in 
price and quality. Many countries have only 
limited information on the fees that they 
charge, the programs that they offer, and 
the qualifi cations of their staff. Even the 
regulatory authorities have little informa-
tion on either the size or nature of the pri-
vate school and tertiary education sectors. 
Some countries publish exam scores on a 
school-by-school basis (for example, the 
Philippines and Uganda), while others have 
found innovative ways to provide consum-
ers with information on the performance of 
schools and tertiary education institutions. 
Well-informed consumers and regulators 
are an important component of any regula-
tory framework for education. One way to 
ensure that consumers are kept informed is 
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conditions of the contract. Performance 
measures are even more important when 
they are prerequisites in the contract to the 
provider’s compensation. The performance 
measures and standards in each case must 
be carefully designed because they can 
introduce perverse incentives and lead to 
undesirable outcomes. For example, it is 
usually desirable to bear in mind the fol-
lowing issues: 

• A heavy emphasis on test scores may 
crowd out focus on other skills.

• Setting measurable outcomes may lead 
providers to pay too little attention to 
achieving other desirable outcomes.

• High scores in external tests may pro-
vide schools with an incentive to select 
only strong students.

Develop an effective communications 
strategy. Efforts to involve the private sec-
tor in education often face concerted oppo-
sition from rival political parties, labor 
unions, the media, the public at large, and 
specifi c interest groups. Therefore, a crucial 
component of any PPP in education is an 
effective, strategic (as opposed to piecemeal 
or ad hoc) communications strategy, as this 
can substantially reduce political risk and 
be an effective way of promoting a PPP 
initiative. 

Introduce a framework for evaluating 
program outcomes. PPPs should be accom-
panied by a well-designed, rigorous evalu-
ation. Although a wide range of PPPs exists 
around the world, there is a lack of rigor-
ous evidence on the impact of these part-
nerships on academic outcomes and other 
education indicators. This is especially the 
true for PPPs outside the United States and 
for nonvoucher programs.

Recommendations
Where appropriate, PPPs can increase access 
and improve quality in education by giving 
students choices and by putting competi-
tive pressures on schools. Public funding 
of private schools is justifi ed because dis-
advantaged students will benefi t from the 
opportunity to enroll in schools appropri-
ate for their needs. Nevertheless, ensuring 
academic quality in this kind of education 

• interviewing bidders, assessing propos-
als, and negotiating with a shortlist of 
bidders;

• selecting the preferred bidder and award-
ing the contract;

• advertising the result of the selection 
process;

• commencing the service.

Split the purchaser and provider roles 
within the education administrative agency. 
PPPs function better when the education 
department separates its purchaser role 
from its provider role. In this situation, 
the ministry’s policy and regulatory func-
tions are kept separate and distinct from its 
service delivery and compliance functions. 
If the same government department is 
responsible for both purchasing and provi-
sion (and regulation) of education, there is 
a risk that it will be biased in favor of public 
schools because private sector competition 
can threaten the viability of some public 
schools. 

Build the capacity of the contracting 
agency. The key to successfully designing 
and implementing PPPs is to ensure that 
the government agency responsible for PPPs 
has the resources, information, and skills 
needed to design, develop, and manage the 
complex contracting processes that under-
lie PPP programs. In particular, the recent 
shift away from input controls to output-
based contracting means that government 
agencies must develop their capacity to 

• assess services to determine when con-
tracting is appropriate;

• design, negotiate, implement, and moni-
tor education service contracts;

• develop legislation that supports a com-
petitive and transparent system;

• develop appropriate quality assurance 
mechanisms.

Establish appropriate performance mea-
sures and include performance incentives 
and sanctions for failing to perform in PPP 
contracts. Establishing appropriate perfor-
mance measures is critical in the design of 
all contracts. Performance measures are 
necessary for determining whether the ser-
vice provider has met the agreed terms and 
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tal and preferential loans to improve 
infrastructure and other critical inputs; 
and providing technical assistance and 
quality certifi cation to enhance fi nancial 
management, instructional delivery, and 
school leadership.

• Establish a specialized group of authori-
ties to manage PPP programs and the fl ow 
of funds from the government to private 
schools, and to enforce qualifying criteria 
and regulations.

The role of the World Bank Group
International organizations can be vital in 
promoting high-quality private education 
in several ways. They can provide “early 
stage” equity and loan capital to fi nance 
investments in the private education sector. 
Private schools sometimes fi nd it diffi cult 
to access short-term (fi ve to seven years) 
investment capital because private equity is 
generally not interested in such a short time 
horizon. International lenders can help to 
increase the attractiveness of the private 
education sector as an investment target. 
They can also work with private sector 
banks to mitigate some of their investment 
risks. Also, they can increase the capacity of 
both private banks and the education sec-
tor and help countries to create regulatory 
frameworks that enable the development of 
private education in developing countries.

The main focus of most education proj-
ects supported by international organiza-
tions is on improving public sector schools 
and tertiary education institutions. How-
ever, the International Finance Corporation 
(IFC) also provides fi nancial and techni-
cal support to private education projects, 
including operations that provide educa-
tion entrepreneurs in Ghana with access 
to capital, and it has recently launched a 
microcredit program in Kenya, which tar-
gets private school providers and includes a 
technical assistance facility component.

system is a persistent challenge. Experience 
with PPPs in various countries yields the 
following recommendations:

• Include output specifi cations that defi ne 
performance standards and facilitate the 
measurement and tracking of quality and 
school effi ciency. Performance indicators 
can be quantitative, such as standardized 
tests or enrollment fi gures, or qualita-
tive, such as school and parent surveys 
or school inspections. It is particularly 
important to include quality indicators 
that will encourage improvements in 
the performance of private schools and, 
equally important, to reinforce them 
with appropriate supervision.

• Defi ne operating requirements and perfor-
mance standards that private schools and 
operators should follow. Private schools 
should meet eligibility criteria to receive 
public funding (such as infrastructure 
and staff requirements), follow national 
curricula, and meet performance 
benchmarks.

• Reward innovation and quality improve-
ments. One way to reward schools is 
to provide monetary awards for good 
performance. Conversely, sanctions for 
poor performance should include the 
revoking of any subsidies. 

• Help private schools to deliver high-qual-
ity education and accompany voucher 
programs with capacity-building inter-
ventions. Some private schools lack the 
capacity to improve the quality of the 
education that they provide because 
their teachers lack qualifi cations, the 
schools lack the resources to buy mate-
rials and textbooks, and school manage-
ment is not aware of the most effective 
teaching techniques and management 
processes. Some ways to help build 
this kind of capacity in private schools 
include increasing their access to capi-
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