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THE MISSING SECTOR

EXECUTIVE SUMMARY
South Africa has an undeniable crisis in education. Quality schooling

with 42 of the 50 states and Washington DC having charter laws. In

for the poor is a key challenge. How South Africa delivers education

several large cities, charter schools represent more than a quarter

is out of step with much of the world. We are ignoring a form of

of all public schools. These schools are open to all learners who

schooling provision that could have a real impact and improve the

apply and cannot charge for tuition. Most charter schools are not-

available options for quality schooling for pupils in poor communities.

for-profit organisations and can be started by groups of teachers,

South Africa has only public and independent schools. Creative

parents, community groups or others. In general, charter schools are

collaborations in which the private sector delivers education

schools of choice, meaning that no learners or teachers are assigned

in tandem with the public sector, as have evolved in numerous

to them — as is the case in traditional American public schools —

developed and developing countries, have not taken root. The

but rather must be selected explicitly. Like many similar schools in

Centre for Development and Enterprise (CDE) reviewed a variety of

the developing world, control over hiring and firing, curriculum and

international schooling arrangements, which we have categorised

discipline are decentralised to school level. The evidence is that the

as ‘contract schools’. This term describes a model where there is an

majority of charter school pupils perform as well as or better than

agreement between the government (which finances the school) and

their government school peers in maths and reading, controlling for

a private provider (which manages it). These schools most often cater

other possible influences. Also, in the longer run and where there is a

to disadvantaged and low-income communities and have shown that

high market share of charters, government schools tend to improve

they can offer better education for the poor.

by competing with charters.

Contract schooling can bring private sector energy, funding

Sweden undertook major education reform through a programme

and creativity into the public school sector and lift the overall

that decentralised funding and allowed municipalities to fund every

performance of the public school system. Importantly, this type of

pupil that chose to attend a privately managed school. The effect on

schooling can provide educational choices and a potential way out of

average learner performance has been positive. In Britain, academy

poverty for a significant number of poor children at low relative cost.

schools, introduced by the Labour Government, have become one

CDE analysed the concept and its applicability to South Africa

of the world’s largest initiatives to decentralise the provision of

through five commissioned research reports, discussions and

education and bring private providers into the public system. Like

workshops with local and international experts.

American charters, they have often been directed at inner city,

A note on terminology: In the United States, the kind of schools

poor constituencies, and do not charge fees. They have since been

we are reviewing are known as charter schools and in Britain as

supplemented by Free Schools, which often combine public and

academy schools. In much of the developing world, such schools are

private resources to yield schools with a particular ethos preferred by

partnerships combining public ownership with private provision.

parents and local communities. The evidence suggests that schools

CDE has chosen to take the key element of these arrangements —

that have been converted into academies achieve much better results

a contract between the public and private sector — and will call

than government owned and operated peers.

publicly owned/funded but privately managed schools contract
schools.

International Case Studies

but largely positive. Fe y Alegría (FyA for short, and in English ‘Faith
and Joy’) is a church-based Latin American non-governmental

The World Bank has identified over 20 countries where contract

organisation that provides preschool, primary, secondary and

schooling takes place. This report focuses on the most prominent and

technical education programmes in very poor communities. There

relevant examples. In the developed world, we examine US charter

have been many evaluations of learner performance at the Fe y

schools, Britain’s academy school programme and similar Swedish

Alegría schools compared to public schools in Venezuela and Peru.

education reforms. In the developing world we review Venezuela,

Although some are more scientific than others, they all point to

Peru, Colombia and Pakistan. All provide important lessons and

the superiority of Fe y Alegría in comparison to public schools.

insights that we need to take into account.

The superior performance of Fe y Alegría schools is particularly

The evidence on US charters is complex and changing. Charter
schools comprise more than 6 per cent of all American public schools,
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Evidence on the impact of contracting and public-private
partnerships on schooling quality in the developing world is complex,
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impressive as the organisation tends to cater exclusively to poor and

Executive summary

disadvantaged communities.
In Colombia, the Concession Schools programme was initiated

control over human capital elements, such as school leadership
and teachers. Critical is control over hiring and firing.

in 2000 when 16 schools were purpose-built in low-income

•• Adding to school choice broadens the education delivery

neighbourhoods of the capital, Bogotá. Existing private education

spectrum, allowing more high-quality education to reach the

providers were asked to apply to manage the schools, with the
government funding the per-pupil cost of education. The private
organisations were allowed substantial autonomy in managing the

poor.
•• Implementation requires a strong relationship between
government and the managers of the schools.

schools. The model produced positive results. Drop-out rates have

•• Developing, monitoring and evaluating the effectiveness of

been reduced, and Concession Schools outperformed public schools

such schools is vital, and should be a public-private partnership

in tests. Financially, Concession Schools are proving to be more

with the district or provincial authorities.

efficient. Budgeting reports show schools spend approximately 55
per cent of funding on salaries in contrast to public schools’ 90 per
cent.

•• Non-performing contract schools must be closed down.

Contract Schooling for South Africa

In Pakistan, the Punjab Education Foundation (PEF) is a regional

The research raises two fundamental questions for South Africa.

schooling initiative where the private sector contributes to the

Firstly, is there a role for contract schools, particularly in poor

management of public resources devoted to supporting largely

communities? Based on our assessment of the international

private schools for the poor. According to a 2010 report from the Asian

evidence and discussions with local experts and stakeholders, CDE

Development Bank, the PEF has been ‘extremely successful due to the

concludes that South Africa would benefit from initiating such a

combination of private sector efficiency and public sector funding.

schooling sector. The areas in which these schools have had the

The combination has resulted in better learning outcomes, fewer

greatest impact internationally — economically deprived areas with

school drop outs, less absenteeism among teachers and reduced

underperforming schools — is exactly where South Africa faces its

truancy among students’.

greatest educational challenges. South Africa’s schooling system is

Key Features

also insufficiently diverse and we should be looking for innovative
ways of improving the performance of the public sector without

It must be emphasised that contract schools, while drawing on

putting additional strain on the education budget. Contract schools

the strengths of private providers, remain firmly within the public

provide an opportunity to deliver quality schooling to the poor in

domain. They are public schools and part of the public schooling

ways that could potentially save tax payers money. And, through

sector.

their existence and nature, contract schools would provide a research

Three common features of all the case studies reviewed

and development (R&D) sector for the schooling system as a whole.

include: 1) contract schools are often established in under-served,

The second question was more strategic. Would a focus on this

disadvantaged and low-income communities, thus expanding

missing sector be a diversion away from improving public education?

choices and improving access to quality education; 2) they introduce

Contract schools concentrate on enhancing the quality of education

innovative teaching techniques as they can move away from the

available to the poor, often in communities who have no access to

rigid bureaucracy that often stifles innovative practices in the public

high-quality education options. The contract schooling model does

sector; and 3) contract schools often positively impact on public

not detract from fixing the public sector education system. The

education, raising the general standard for schooling.

contrary is true.

From these common features and an analysis of the case studies,
there are some key lessons that CDE would highlight.

The Way Forward

•• Contract schools tend to produce better outcomes and have

There is widespread agreement that South Africa could benefit from

higher educational standards than ordinary public schools.

the development of this missing sector, and most experts consulted

These achievements often stem from strong accountability and

supported the idea that contract schools should be piloted. The legal

oversight.

environment allows this, but it would be advisable to liaise with

•• The schools’ success is most often attributed to autonomy and

national and provincial treasuries and education departments, as

administrative decentralisation that provides school-level

August 2013
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well as the national Public-Private Partnerships Unit, before initiating

•• As contract schools are publicly financed, they should receive
the same per-learner funding as other public schools in the

pilots.
The following essential issues and questions must be addressed

province.

before a successful contract model can be introduced. What

•• Government is central to the process, but setting up

type of contract arrangement can be adapted for South African

contract schools should be an inclusive process involving

circumstances? Which schools should be converted? How much

all stakeholders. There is potential to use the expertise and

autonomy should the contracts permit? How important is monitoring

capacity of non-state actors, specifically existing providers and

and oversight? What are the best methods for monitoring contract

those already involved in education. These providers can either

schools? Where should the funding for contract schools come from?

become directly involved by opening a contract school (while

Will a contract school model succeed in South Africa?

continuing to run their independent school(s)), or they can

In brief, CDE would propose the following:

lend support to or partner with new organisations that wish

•• The best first step is to develop a management contract that
allows an individual or organisation to apply to run a state-

to become involved.

funded school. The contract will need to emphasise high

Concluding Remarks

standards and high-quality outcomes, and failure to meet

Based on this, CDE suggests the next step is to launch a pilot

these requirements will lead to termination of contract.

programme or a few programmes. Developing a contract schooling

•• Next, it must be decided who qualifies. The contract itself must

system needs public sector support, buy-in and understanding

stipulate which types of schools are eligible. Contract schools

from all stakeholders. Additionally, with the complexity of this

will start on a small scale, with the possibility of growth. We

undertaking, more information and a better understanding,

suggest that contract schools should initially be confined to

particularly of the regulatory environment and financing of

underperforming, underused or closed/abandoned public

education, will help improve delivery across the spectrum.

schools.

The evidence disproves many opponents’ fear that school choice

•• Contract schools entail the delegation of school management

programmes increase inequality or create more segregation in

to independent entities. A school’s leadership and teachers are

schools. Indeed, the reverse is usually true. Piloting, and later

fundamental to its success. School managers must be able to

expansion, of contract schools should stress the opportunities they

‘hire and fire’ principals and teachers.

provide for poorer South Africans and that is where the emphasis of

•• A competent public authority for regulating contract schools

the pilots should be placed.

should be established at regional or national levels, and

Contract schools could form an important new contributor to

is critical for overseeing school contracts. It is also vital to

South Africa’s development through an innovative and dynamic

mitigate potential corruption in the private sector.

schooling sector that reaches the poor, thus building on learner’s
talents and abilities.
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Background and Objectives
Rationale for this study
Delivering better quality schooling to the poor is a development priority, and some
reforms that have been implemented in the public sector may be having a positive
impact. A plethora of proposals for, and debates about, improving this sector have been
put forward.
These initiatives are all important and should be further encouraged. However, efforts
to reform education have, in one sense, had an unnecessarily narrow focus. They have
largely ignored a major international trend. Numerous developed and a growing number
of developing countries have sought to diversify the ways in which they deliver schooling.
In many instances this has led to the formation of partnerships between governments and
the non-state sector.
Analysis of a range of models that create partnerships and diversity in schooling
provision for the poor reveals that, properly conceptualised and implemented, they can
deliver diverse forms of quality schooling at least as cheaply as the public sector. CDE refers
to these schools as ‘contract schools’, as they involve a contract or agreement between the
state and the non-state actor that runs the schools with public funds in return for specified
outputs. More broadly, these contract schools emerge out of a sense of common purpose
between private providers and the public sector. Government provides funding, support
and clearly defined goals, while the private providers introduce innovative ways of
delivering education with the goal of raising the quality of education in the public sector,
with a specific focus on raising the quality of education available to the poor.
Such contract schools can bring private sector energy, funding and creativity into
the public schooling sector. They can pioneer new methodologies that can be adopted
by traditional schools in the public sector. They can provide education choices and a
potential way out of poverty for a significant number of poor children and lift the overall
performance of the public schooling system.
This CDE report distils the lessons from international examples of contract schooling
to assess and demonstrate how effective these models have been in delivering diversity
and quality at low relative cost in developed as well as developing countries. It provides
an in-depth investigation of core features behind their success as well as some pitfalls
that need to be avoided when initiating such arrangements. It also takes into account
the debates and discussions that CDE has held with local and international experts and
stakeholders to investigate and develop the concept and its applicability to South Africa.
Finally, the report discusses the potential of contract schools and points to some features
that would be required were such a model to be successful locally. Although some issues
must still be addressed, there is potential for establishing a contract school programme
in South Africa.

Numerous developed
and a growing number
of developing countries
have sought to diversify
the ways in which they
deliver schooling

The spectrum of schooling supply options and the South African anomaly
Contract schooling programmes come about when governments play a supportive role
in relation to private sector delivery of education, often with local community support.
Such governments have sought to bring private organisations within the ambit of public
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schooling without undermining the institutional features that underpin successful private
schooling. In many countries, the share of such types of schooling is much larger than in
the case of similar, fledgling initiatives in South Africa. We might therefore learn from their
more extensive and seasoned experiences.
The World Bank presents a complex array of schooling partnerships throughout
the world, and a detailed table of these options is in the endnotes.1 One dimension of
this complexity is the simplified table below, which distinguishes between sources of
financing and modes of provision.
Table 1: Schooling diversity classified by sources of financing and modes of provision

Provision
Financing

Private

Public

Private

High levels of choice,
flexibility, but not always
affordable
(example: private schools)

Public

High levels of choice,
flexibility and affordable
(example: contract schools)

Low levels of choice and
flexibility
(example: privately funded public
schools and facilities or teacher
training programmes)
Little or no choice, low flexibility
but very affordable
(example: public schools)

Adapted from Patrinos et al (2009)2

South Africa does
not have private or
non-governmental
management of public
schools
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South Africa is weak on the bottom left case, where schools are financed by the public
sector but managed privately. There is space for us to diversify. We have public funding
for registered private schools in the form of subsidies for low-fee schools; we have private
funding for publicly managed schools in the form of corporate social investment (CSI)
and ‘adopt-a-school’ programmes. What we do not have are private or non-governmental
(including not-for-profit) management of public schools. This is the missing element in
education partnerships, as advocated by, among others, the World Bank. Aspects of this
‘missing sector’ form the focus of this report.
In the sections that follow, we summarise what we can learn from international
experience of contract schools, that is private management of public schooling resources.3
We concentrate on private management of existing public schools, or new schools to be
built by the public sector, usually where there is local community demand. These are
two clear ways in which private providers can be drawn into the public schooling sector,
particularly where public schools are especially weak or in underserved areas. The other
possibility is to provide existing private schools with a 100 per cent subsidy in return for
making them part of the public sector, but unless fundamental changes take place in the
way the government regulates these schools, it will be difficult to present this as a new
schooling sector with the potential to reach large numbers of disadvantaged learners. A
better option may be to require existing private providers who want to become part of the
contract schooling sector to branch out and start a separate contract school in publicly
provided facilities.
The closest examples that we have found for these cases, which hold potential relevance
for South Africa, come from a mixture of the developed and developing world. In the report,
we first review evidence from the United States on charter schools, where the experience
of private management of public schools has been particularly broad and deep, and the
phenomenon has been extensively studied. We follow this with brief observations on two
other developed world examples, Britain and Sweden. We then consider a number of
important cases from the developing world. This is followed by consideration of aspects

Centre for Development and Enterprise

Contract Schools: International experience and South African prospects
of the legal and institutional environment that may be conducive to, or may constrain,
such initiatives in this country.
Finally, we address the critical questions and issues for consideration if contract schools
are to have a significant future in South Africa.
A note on terminology: In the US the kind of schools we are reviewing are known as
charter schools, in Britain they are called academy schools. In much of the developing
world, such schools are partnerships combining public ownership with private provision.
CDE has chosen to take the key element of these arrangements — a contract between the
public and private sector — and will call publicly owned/funded but privately managed
schools, contract schools.

US Charter Schools and Developed World
Experience
Charters
The evidence on US chaters is complex and changing. Charter schools emerged largely
from local community pressures for better schools. They have become a primary
policy lever for improving equity and opportunity in underserved communities. They
comprise more than 6 per cent of all American public schools, with 42 of the 50 states
and Washington DC having charter laws. In several large cities, charter schools represent
more than a quarter of all public schools. New Orleans, with more than 70 per cent of
learners enrolled at charter schools, has the highest rate; Washington DC, Detroit, Kansas
City and Flint, Michigan all have 33-40 per cent enrolment rates in charter schools.
American charter schools are largely an urban phenomenon. Approximately 53 per cent
of all charter schools are in urban areas, with nearly 25 per cent in suburban and only 12
per cent in rural areas.
Charter schools are designed to be open to all learners who apply, they cannot charge
for tuition, and are typically required to run a lottery for available seats to ensure fair and
open access. Most charter schools are not-for-profit organisations and can be started by
groups of teachers, parents, community groups or others. In general, charter schools are
schools of choice, meaning that no learners or teachers are assigned to them — as is the
case in traditional American public schools — but rather must be selected explicitly. Like
many similar schools in the developing world, control over hiring and firing, curriculum,
and discipline are decentralised to the school level.
The American experience provides a useful experiment in how best to set up and
regulate contract schools because the charter school system is large, well established and
run at the state level. Different states have different charter school arrangements, and not
all have been equally successful. Many states and cities have employed charter policies to
great effect, partnering with high-performing charter schools to replace low-performing
government-run schools and replicating high performers through networks, management
organisations and incubation (a strategy for guaranteeing a choice of quality schools by
replicating high-quality charter schools and identifying practices that can be used in
ordinary public schools). The states and cities that have been most successful offer lessons

August 2013
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emerged from local
community pressures
for better schools
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in policy and implementation. There are common features of charter schools, both those
that have and have not proven successful.5 We concentrate below on the evidence for the
relative success and challenges within the model.

Evidence on benefits

There is mounting
evidence that lowincome, minority and
urban learners often
benefit from charter
schools

There is mounting evidence that low-income, minority and urban learners often benefit
from charter schools.6 In addition, although there are very few studies of high school
graduation and college-going attainment in charter schools, there is reason to believe that
learners choosing charter schools are more likely to graduate and go on to college. Charter
schools have also clearly achieved the goal of increasing the array of options available
to parents. Multiple studies find that parent satisfaction rates at charters are consistently
higher than in neighbouring or matched public schools.
Neither observed enrolment patterns nor in-depth investigations in specific
jurisdictions indicate that charter schools take the highest-performing, motivated or
economically advantaged learners out of district schools. There are many charter schools
that intentionally recruit learners from diverse socio-economic backgrounds to create
models of integrated schools.
Most of the early innovation within charter schools occurred around governance.
Charter schools created clearly defined labour-management contracts, teacher co-ops
and novel ways to engage parents and communities, but most had traditional classroom
environments already common in government-run public schools or employed
Montessori teaching models. More recently, individual charter schools and networks
are experimenting with promising new instructional technologies and staffing models.
Many are pioneering new approaches to serving learners with special needs and limited
language proficiency. Traditionally, there has been some hostility between established
public schools and charters, but co-operative district-charter partnerships are increasing.

CHARTER SCHOOL CHAINS
Rocketship: Rocketship is a chain of charter schools started in San José, California, and has now expanded
to Milwaukee and will open in Nashville in 2014. They will have a total of nine schools, with plans to expand.
The schools serve low-income learners, for the vast majority of whom English is a second language. This chain
developed the ‘blended learning’ model, which uses teachers, teacher aids and computers for an integrated
approach. This allows teachers to be more specialised while the use of tablets and other electronic teaching aids
allows for more flexibility in budgeting.
Carpe Diem Schools: Although still small, with only a middle school, high school and student learning
centre (all in Yuma, Arizona) these charter schools are also taking innovative measures to improve efficiency
and outcomes. Teachers are electronically alerted when a learner spends too much time on a particular task,
informing the teacher of learners’ needs and keeping them on task. They also rotate between online computer
time and traditional classroom time.
KIPP: Knowledge is Power Program is one of the largest charter school chains. There are 125 schools, more than
41 000 learners, across 20 states and Washington DC. It focuses on children from low-income and disadvantaged
areas. KIPP schools have a strong reputation for high performance, being among the highest performing schools
in low-income communities in the US. The key components of KIPP are excellent teaching, excellent school
leadership and learners spending more time on task. Specifically, KIPP schools have 67 per cent more classroom
time than a traditional public school (time added includes Saturday and summer classes).
CDE 2013
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A number of comprehensive studies have assessed the relative performance of charter
schools. One found that across 16 states, 63 per cent of charter schools scored as well as or
outperformed a matched traditional public school with similar characteristics, but 37 per
cent significantly underperformed. Only some 17 per cent ‘significantly outperformed’
public schools.6 However, it must be stressed that there is a high degree of heterogeneity
in the charter sector, which makes it important to investigate in more depth what makes
some charter schools more successful than others.
This high variation suggests that allowing schools freedom to innovate has created the
experimentation and diversity of approach that proponents hoped for. However, this
reality of mixed results places a premium on the public accountability part of the equation.
In many states and cities, high-performing charter schools consistently outperform
traditional public schools, suggesting that policy and implementation — the elements
that vary most across states — greatly determine whether a charter law produces highquality results.

Reasons for variable performance
Certain charter schools consistently outperform others. Understanding why provides
important lessons about the potential benefits that can be gained from a contract school
model as well as how best to establish one. Studies of KIPP show impressive and consistent
results.8 KIPP schools were originally excluded from the study mentioned above, which
showed only modest gains for charter schools. When the authors included KIPP, the
results appear substantially more positive than those of traditional schools in both reading
and mathematics.9 KIPP’s main reasons for success centre on strong emphasis on highquality school leadership and teachers.10 The leadership can set a particular ethos and
culture for the school — one of high achievement and success. Additionally, direct control
of teachers allows for flexibility in teaching styles and curriculum. This lets teachers be
more responsive to parental and learner needs.
Apart from the school leadership and teacher factors, evidence on variable performance
is complex.11 Reviewing many successful charter programmes shows that, freed from
bureaucratic constraints, there is potential for innovative ideas, entrepreneurial leadership
and mission-driven staff to create better outcomes, particularly for disadvantaged and
minority children. Charter schools offer a mechanism to start new schools quickly and
an organisational structure designed to solve learning problems efficiently and creatively.
Additionally, authorisers have the right to revoke a charter, which is normally done based
on school performance. The willingness of a state to revoke, or at the very least not renew,
a charter when a school is underperforming impacts on the overall quality and success of
the charter programme.
Although charter schools are free from much of the burdensome bureaucracy and
politics traditional public schools have to face, their success relies on thoughtful and
vigilant oversight. Public and private organisations hoping to build high-quality public
school choice through charter or contract schools should consider the following
components:
•• Programmes designed to target the learners with the greatest needs;
•• Screens and accountability systems that allow for diverse school options but filter
out low-quality schools;
•• Information and support systems that enable families to make good choices;
•• Transportation systems that allow them to access these schooling choices.

August 2013
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Improving learner achievement must be the unqualified and unapologetic goal at the
forefront of all discussions and legal frameworks. An effective charter law is one that
promotes strong autonomy, so that schools have control over their staffing, budgets,
education programmes and strong accountability for results.
In the final analysis, smart government regulation and oversight are the key to ensuring
quality. It is clear from the US experience that authorisers should be outside the school
districts and the local agencies that run public schools. However, too many authorisers
can be problematic. To provide the necessary regulations and oversight, authorisers will
need to build specialised expertise.

Two other developed world examples
At least two other cases in the developed world similar to charters deserve review: the
Swedish and British cases.

Sweden

Smart government
regulation and
oversight are the key to
ensuring quality

Sweden has a well-established history of reforming education, with the aim of drawing
in the private sector and providing school choice. A former minister of education and
current governor of Stockholm, Per Unckel, said: ‘Education is so important that you can’t
just leave it to one producer, because we know that monopoly systems do not fulfil all
wishes.’12
Sweden has taken dramatic action to expand the private provision of education and
promote school choice. Before 1992 learners were assigned to public schools in their local
areas, with few private schooling options. A parliamentary decision introduced a voucher
reform for compulsory years of schooling to be funded at local level; the municipality
had to provide the school with funds per learner for each enrolled learner. The reform
took place after the non-Social Democratic government (the Conservative Party along
with three other smaller parties) took power. They were able to reverse Sweden’s long
history of centralised, monopolistic education. When the Social Democrats got back into
government, they did not reverse the reform.
Recent research has found that these reforms have improved the relative average
performance and educational outcomes of independent school pupils.13 The research
covered data from 1988 to 2009, analysing various outcome variables and accounting
for potential issues across different municipalities. The independent schools have
not increased municipalities’ expenditures, and much of the success is attributed to
competition effects. Additionally, not only did this system improve learner performance
at the compulsory grade level, but those gains were reflected in the long term, showing a
positive impact on high school achievement and in overall years of schooling.14

Britain
British Free Schools and Academies have built largely on American and Swedish
experience. The Academy model, introduced by Tony Blair in 2000, was fashioned after
the US charter system. It has become one of the world’s largest initiatives to decentralise
the provision of education and bring private providers into the public system. The reform
was intended to improve education standards by replacing failing schools with highquality academy schools. When the Conservative government came to power in 2010, the
model was expanded. Academies are, in terms of the official definition, ‘publicly funded
independent schools that give heads and teachers greater freedoms and flexibilities’.

10
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Academies are independent of local authorities and managed by governing bodies
established by sponsors. Initially, sponsors were expected to invest their own money (up
to £2 million) to supplement state funding. However, in 2010, the new Academies Act
was passed and opened up the programme to allow all schools to seek academy status.
Academies have never been allowed to charge fees.
The Free Schools Programme, launched via the 2011 Education Act, aims to respond
to unmet parental demand not just for places, but for a particular ethos or pedagogical
approach. In this way, advocates say, the programme aims to create new educational
choices for all income groups and break current monopolies of provision. The evidence
thus far suggests that converted schools achieve much better results than government
owned and operated peers.15

ACADEMY AND FREE SCHOOL CHAINS
A core idea of the British free school and academy system is the establishment of chains of schools. A chain,
or network of schools, is seen as helping to spread the best practices of the high-performing schools to other
schools within the network. Chains also help build economies of scale by having centralised administration and
financing.
There is evidence that chains are substantially improving the results of learners, with upwards shifts in the
achievements of learners in these schools. ARK Schools is one of the most successful chains in Britain with 18
academies, focusing on turning around poor quality schools in deprived areas. Low-attaining learners in ARK
schools progress faster than the national average, with about 50 per cent more than expected progress in English
and in Maths.16
CDE 2013

Evidence from the Developing World

Improving learner
achievement must
be the unqualified
and unapologetic
goal at the forefront
of all school reform
discussions

CDE commissioned research into the global experience of schooling partnerships. The
research unearthed multiple examples of mainly positive impacts through partnerships
and contract schools on schooling in poor communities. Three particularly instructive
examples have been identified in the developing world which shed light on key issues
central to exploring a model of privately managed but publicly owned schools:
•• The benefits such arrangements can deliver when the public sector is struggling to
provide quality schooling to the poor;
•• The reasons these contract school arrangements have achieved positive outcomes;
and
•• The challenges likely to emerge in developing country contexts.

Fe y Alegría, Venezuela and Peru
The first examples come from Latin America. Fe y Alegría (FyA), translating in English
to ‘Faith and Joy’, is a Latin American non-governmental organisation controlled by
the Jesuit Order of the Catholic Church. It provides preschool, primary, secondary and
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technical education programmes in very poor communities and provides perhaps the
largest example of contract schooling in the developing world.
Fe y Alegría began in Venezuela in 1955 and has since spread to 14 other countries,
including Peru, Colombia, Brazil and Chile. In all these countries, schools are structured
within national organisations which are associated in an international federation. The
schools are therefore part of a broad, extremely well established private network in which
educational ideas and practices can be shared and developed.17 However, in many respects
these schools are an example of private management of public schooling resources, as will
become evident. FyA’s primary mission is to provide quality education to the poor, ensure
that learners complete at least basic schooling and support community development.
Governments in a number of Latin American countries have entered into contracts with
FyA to operate public schools in poor, deprived areas.
Two countries in which FyA operates that have been studied in some detail are
Venezuela and Peru. In Venezuela, an agreement between the Ministry of Education and
the Venezuelan Association of Catholic Education (VACE) in 1990 created a context in
which FyA, a prominent member of the Association, could enter into a contract with the
Ministry. Government pays for the teachers and FyA takes responsibility for the education
delivered in what are still technically government schools.
In terms of this agreement, principals can hire teachers and recommend their dismissal.
Teachers are hired through direct recruiting or job centres operated by FyA. Principals
and management teams have the responsibility of assessing teachers and proposing
professional recognition and disciplinary measures.18 The schools can supplement the
finances they receive from the state in a variety of ways. There is usually a community
contribution and schools have access to a proportion of money raised by the broader FyA
movement. Individual schools can raise funds from sponsors.
In Peru, FyA schools have entered into similar arrangements with the state. Fe y Alegría
began operating in Peru’s capital city, Lima, in 1966. By the end of the 1990s the school
network consisted of 53 schools in urban areas, with about 65 000 learners and more than
2 600 teachers. In 1995 the organisation decided to move into rural areas, and by the 2000s
had established 19 preschool centres, 58 primary schools and five secondary schools in
rural Peru.19
In terms of the agreement, government meets the payroll for principals, teachers
and administrative and service staff, subject to budget availability. To supplement its
resources, FyA continually seeks funding from national and international donors. These
contributions are used mainly to finance its central management, organise supplementary
teacher training, equip schools and provide them with materials, pay support staff
and invest in other improvements. For infrastructure maintenance and upgrade, the
organisation relies heavily on volunteer work by local families whose children attend the
schools.
While FyA school principals have substantial autonomy, they are integrated into the
FyA network, which provides training and a strong sense of direction. The broader FyA
works continually with principals to ensure that they identify with it and its goals. FyA
also enhances the administrative skills and pedagogical knowledge of principals and their
management teams and works to upgrade teachers’.
The curriculum is designed by FyA and focuses on providing a solid grounding in
reading, writing and mathematics. The programme also emphasises vocational education
‘to stimulate students’ interest in training and technical careers’.
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Concession Schools, Colombia
Another potentially useful example comes from Colombia. There, the Concession Schools
programme was initiated after demand significantly outgrew the primary and secondary
school places available in the capital, Bogotá. There was a particular need to increase the
supply of basic education in low-income areas. Additionally, to improve the quality of
public education, problems common to government schools needed to be overcome,
including weak leadership and management, lack of workforce flexibility and resource
shortages.20 Bogotá’s private schools, on the other hand, were well run and outperformed
public schools in national assessments. Of the 96 best performing schools in Bogotá in
2001, 46 were private institutions, which enrolled over 28 per cent of the city’s learners.22
In 2000, 16 schools were purpose-built in low-income neighbourhoods in need of
school places. Each cost over US$2,5 million. The Secretariat for Education for the
Bogotá District (SED) engaged established private schooling providers in a competitive
tender process for the management of the schools. Contracts were awarded to single
and multiple school management organisations. These are held for 15 years and specify
performance measures that providers are expected to meet, including a high number
of instructional hours, single-shift teaching days, suitable dietary provision for learners
and pre-determined targets on tests. If any of the criteria are not met for two consecutive
years, SED may terminate the contract. Consequently, the 15-year contract commits the
government to a long-term pro-poor education initiative with no contract renegotiation
disruption. It also ties the organisation into a performance-based contract and provides
the state with a clause to end the relationship.
Concession Schools receive an average stipend of US$520 per pupil per annum from
the SED. This is more than the US$430 received by public schools. Families apply for their
preferred school choice, and Concession School applicants are means tested. This allows
the initiative to reach the most disadvantaged pupils. However, it is not the additional
funding that attracts the private sector, but the relative freedom from public education
regulations, most significantly control over staff recruitment, school management and
administration processes and pedagogical practice.
There are currently 25 Concession Schools in Bogotá, providing over 26 000 learners with
quality education. The SED has planned for a total of 51 schools serving 45 000 learners for
the current 15-year contracts. While limited to the city, expansion of the programme from
2000 happened rapidly and successfully.

Families apply for their
preferred school choice
and Concession School
applicants are means
tested

Promoting Equality in African Schools (PEAS)
Most examples of contract schools are in Europe, North America and Latin America. One example in Africa is
Promoting Equality in African Schools (PEAS), a UK organisation, which has established partnerships in Uganda
(13 schools) and Zambia (1 school) to deliver ‘equal access to affordable, quality secondary education’. PEAS
builds and runs sustainable schools that give poor children access to secondary education. The programme is a
partnership with the government, which is supportive of the model.
While the cost of building the school is funded by PEAS, running costs are covered locally by government subsidy
and fundraising. The Universal Secondary Education programme in Uganda established a grant for learners. The
PEAS model functions because of the understanding and cooperation of government and the formal development
of an education public private partnership. The Ugandan government has expressed interest in applying what it
has learned from the PEAS network to other secondary schools.21
CDE 2013

August 2013

13

THE MISSING SECTOR
The Punjab Education Foundation, Pakistan

Rather than pay for
teachers’ salaries, the
PEF covers learners’
school fees

The Pakistani case is slightly different and does not neatly fit into the category of private
management of public schools. Although the government largely covers costs, the
schools remain in private hands. So, strictly speaking, this model does not comply with
our definition of contract schooling. Nevertheless, this case study contains a number of
interesting elements, both in terms of its success in harnessing private schooling delivery
and the ways in which schools are monitored.
The Punjab Education Foundation (PEF) was established in 1991 and restructured in
2004 into an autonomous independent institution with the overall objective of promoting
quality education for the poor through partnerships with the private sector. It is funded
by the government of Punjab province, but a majority of its directors, including the
chairman, are drawn from the private sector. Since 2004, the PEF has introduced a number
of innovative funding-based programmes aimed at increasing access to quality education
for the poor. Its flagship is the Foundation Assisted Schools (FAS) programme, which pays
low-fee private schools a monthly subsidy per learner.
Rather than pay for teachers’ salaries, the PEF covers learners’ school fees. Schools in
poor rural and urban areas are paid between US$3 and $4 (about R40) per month per
learner. This tends to be less than the average expenditure on a state school child but
typically more than the school fees of the average low-fee private school. Schools in the
programme may not charge tuition fees and have to meet steadily increasing achievement
benchmarks. Schools which fail to improve their performance will not be allowed to stay
in the programme. The PEF operates other programmes as well — vouchers for learners,
teacher and principal training and training in specialist subjects. The PEF currently
reaches over a million learners in over a thousand schools.23
There are similarities between the PEF and the Fund for Assistance to Private Education
(FAPE) in the Philippines. FAPE is mandated to assist private education institutions. The
Private Education Assistance Committee (PEAC), headed by the Secretary of Education as
chairman, is a trustee of FAPE. Although FAPE funds private education, there are lessons
to be learned from the structure that can be developed for a contract school system, as it
has evolved from a funding body into an organisation that plays an active role in education
programmes. It serves as the key government instrument to support the development of
private education as an indispensable partner of the public school system.24

Improvements in the quality of schooling
Evidence on the impact of contracting and public-private partnerships on schooling
quality in the developing world is, as ever, complex. For example, until recently, the
absence of nation-wide standardised tests in Venezuela prevented a comprehensive
comparison of private and public school performance. However, studies at local level
pointed to the contract schools providing a superior education. Tests administered to
public school and FyA pupils in 1993 and 1998 clearly showed the superiority of FyA
schools. In 1993, in the mathematics test, of the 27 pupils who passed (of a total of more
than 1 000), 24 (89 per cent) attended FyA schools. FyA learners also performed on average
three percentage points above public school pupils in the reading comprehension test. In
1999, FyA pupils scored on average eight percentage points higher on the maths test, nine
percentage points in the reading and writing test and four percentage points higher in the
written expression test. These findings do not control for learners’ social backgrounds, but
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it is unlikely that such controls would make a significant difference as most FyA schools
are in very poor neighbourhoods.25
Using 2003 data, Professors Hunt and Ortega recently undertook a more scientific
evaluation of FyA, comparing the scholastic performance of FyA graduates to a control
group of public school learners. They used the results of the Prueba de Aptitud Academica
(PAA), a recently introduced mathematics and verbal test similar to the American SAT
(the standardised college admissions exam). A total of 413 607 graduating Venezuelan
high school learners took the test. After controlling for a range of differences between
the two groups, the authors were left with 46 460 public school learners and 2 237 Fe y
Alegría learners. Their results showed that FyA learners performed 0,05 and 0,06 standard
deviations higher in the verbal and maths scores respectively, after accounting for
population heterogeneity and selection bias.26
Assessments of Peru’s private schools are not very scientific. One study that provides
some insights, but remains fairly superficial, was undertaken by the (UK) Centre for
Education Research and Development in 1998. It found that, in comparison to public
schools deemed comparable in terms of proximity, socio-economic level of the learners
and number of grades taught, FyA schools had a drop-out rate of 6 per cent compared to
the 14 per cent of public schools. In FyA schools 65 per cent of learners completed their
schooling without repeating a grade. In public schools only 42 per cent achieved this.27
Assessments of the outcomes and educational achievements of FyA in Colombia have
had mixed results. A study by Professor Juan Carlos Parra Osorio in 2010 of Fe y Alegría
high schools in Colombia found that simple statistical evaluations show that many
perform worse than other schools. However, this did not take into account that FyA caters
to low-income learners from disadvantaged backgrounds. If socio-economic conditions
are factored in, FyA schools often outperform or perform as well as the public schools.28
Unit costs in FyA schools may be higher than in public schools when the community
contribution is factored in, but it has also been shown that, on average, schools in the FyA
network have been successful in reducing grade repetition and dropouts. Progression and
retention rates were 44 per cent and 11 per cent higher, respectively, in FyA schools than
in other public schools.29
According to a 2010 report from the Asian Development Bank, the PEF has been
‘extremely successful due to the combination of private sector efficiency and public sector
funding. The combination has resulted in better learning outcomes, fewer school drop
outs, less absenteeism among teachers and reduced truancy among students’.30
A systematic comparison between PEF schools and other Pakistani schools has not
been undertaken. However, an independent evaluation of a sample of 40 per cent of
the schools by a Pakistani independent research organisation, Innovative Development
Strategies, noted a marked improvement in the quality of education at PEF schools and
concluded that PEF had made significant progress in making quality education accessible
to the poor.
A more scientific evaluation by World Bank researcher Barrera-Osorio found that the
programme has had large positive impacts. The cost-effectiveness estimates ‘suggest that
the programme is among the cheapest interventions in developing countries for inducing
enrolment gains’.31 However, the full evaluation of the relative quality of education that the
foundation provides has not yet been published.32
The Concession School model in Colombia has also produced positive results.
Enrolments in Concession Schools rose from 7 007 in 2002 to 26 308 in 2004.33 Dropout rates have been reduced by 1,7 percentage points in Concession Schools. This is
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significant when compared to drop-out rates in non-Concession Schools. Concession
Schools also outperformed public schools in mathematics and reading tests. Financially,
Concession Schools are proving to be more efficient. Budgeting reports show schools
spend approximately 55 per cent of funding on salaries in contrast to public schools’ 90
per cent. More money is then spent on resources and nutritional support.34 Assessment,
enrolment and budgeting results have proven the programme is achieving its targets.
Although the evidence from the four countries is incomplete, it suggests strongly that
contract schools improve the quality of education, and especially in schools catering for
poor communities, while diversifying the system.
According to all the research three factors contribute predominantly to the success of
the contract school models: autonomy; accountability; and support.
Autonomy provides the space for private organisations, principals and teachers to
introduce innovations and take responsibility for the educational outcomes they produce.
Accountability ensures that principals and teachers are incentivised to do the best they can
and be held accountable when things go wrong. Support helps teachers and principals to
focus on core activities and learn from best practices introduced or discovered by others
within the support network.35
Having said this, the record of implementation of such programmes in the developing
world shows that they are not exactly plain sailing. A core source of the difficulties that
often arise is a lack of trust between the public and private sectors. For example, while the
almost universal support for the Catholic Church in Venezuela has made it easier for the
government to support FyA, the government remains suspicious of private schools and
has never provided a level playing field. Public schools are subject to intermittent, mostly
ineffective supervision. By contrast, subsidised private schools are subject to constant
supervision. Supervisors visit all the schools at least twice a year, and private schooling
organisations have to compile detailed reports on the running and performance of
schools under their purview.36
In Peru, the state has from time to time tried to interfere with the ability of contract
schools to hire their own teachers. The state has argued that as long as teachers are paid
from public funds, staff selection should be guided by the results of state sponsored
examinations, and the schools should accept official assignment of teachers to specific
establishments. As a result of this tension, education experts in Peru have proposed that
the state should stop subsidising teachers’ salaries and instead institute a payment-perpupil system, which in practice would give schools greater management freedom.
While the PEF model in Pakistan, which uses the payment per pupil system, has been
largely successful, its performance has not been unproblematic, and its relationship with
the state has not been without tension. Firstly, PEF’s monitoring and evaluation capacity
is said to still be in the formative stages. The capacity to conduct inspections is limited
so the Foundation focuses on spot inspections to ensure that schools are delivering the
numbers and results they claim.
Further, in 2008 progress was stalled for more than a year due to a change in the
Punjab government. Abrupt policy shifts caused by changes in the Board of Directors
also seriously affected the integrity of the programmes. People began to raise questions
about the transparency and accountability of the PEF management. In 2009 a scandal
erupted regarding expenditures on staff vehicles and a further restructuring of the board
and management followed. Within the year, appointments to the board of directors were
completed and a new management team was in place.37
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Summary of evidence from the developing world
In short, the evidence from the developing world experience is complex but positive.
The decentralisation of school management and school control over issues such as
hiring and firing teachers, as well as the curriculum, school hours, school ethos, etc., can
be a powerful way to improve the quality of schooling in the public sector and, especially,
to turn around badly performing public schools.
More decentralisation and autonomy by themselves will not, however, automatically
produce high-quality schooling. It is also crucial that the private organisations offered
government contracts are capable. The model of Colombia’s Concession Schools, in which
only private schools with a proven track record are offered contracts, is one way to ensure
that organisations that are not sufficiently competent will not be allowed into the system.
Support for schools within the system, including training, knowledge sharing and
the encouragement of best practice, is important. This can be provided by networks of
schools, as with the Fe y Alegría schools.
Schools’ performance must be monitored fairly and effectively. Setting clear
performance criteria and enforcing compliance is equally critical. Departments of
education in developing countries are not always best placed to take on this task. The
reason is twofold: 1) there is often limited capacity to undertake this oversight and
management role; and 2) contract schools are often seen as competition to traditional
public schools, creating a conflict of interest. The case of the PEF demonstrates that
these tasks can, to an extent, be effectively undertaken by a specially constituted entity
that feels, and is, responsible for the performance of the contract school public-private
partnership sector. Such an entity does not have to be part of government, but must have
some relationship with government. Such organisations must have the support and trust
of the public sector.

Key Lessons Overall

Education experts in
Peru have proposed
that the state should
stop subsidising
teachers’ salaries and
instead institute a
payment-per-pupil
system

Some important general lessons have emerged. These include:
•• The impacts of contract schooling in terms of quality of outcomes are complex, but
largely positive, especially if certain rules of oversight and regulation are followed.
•• Causes of relative success among different types of contract school are again
varied but primary are the ability to attract and retain high-quality teachers and
principals.
•• The challenges in initiating and effectively implementing contract schooling vary
according to national context, but a common key factor is relationships between
the initiators/managers of such schools and the governments with which they
interact.
•• Decentralisation of management control and the ability to hire and fire principals
and teachers are central to the effectiveness of contract schooling; but
•• Authorising and monitoring the effectiveness of such schools is also vital and
should be a public-private partnership.
•• In many contexts such authorising and monitoring has — at least initially — been
done by district or regional/provincial authorities.
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The regulator must have powers to hold the account the contractee, particularly
in terms of ending a contract and closing a school for non-compliance (such as
underperformance).

Contract Schooling in South Africa
We now examine whether these lessons could be applied in South Africa. Can a new,
contract schooling mode of delivering quality education to poor families take root and
have a significant impact? First we look at the need and appetite for the contract schooling
model. We examine legal challenges that would have to be confronted. We then chart the
way forward by setting out the changes and initiatives required for successful introduction
of contract schooling.

Need and appetite

Can a new, contract
schooling mode of
delivering quality
education to poor
families take root and
have a significant
impact?

Is there a role for contract type schools to contribute to the many challenges facing
South Africa’s schooling system, particularly in poor communities?38 In February 2013,
CDE facilitated a workshop of leading South African experts in schooling reform. Two
prominent international experts, Robin Lake, Director of the Center on Reinventing Public
Education at the University of Washington; and Norman LaRocque, Senior Education
Specialist at the Asian Development Bank, participated (see list of participants on page
28). After a day of examining the evidence, it was concluded that South Africa could
benefit from initiating a contract schooling sector. Why?
•• This type of public-private partnership is missing in the schooling environment,
making South Africa one of few developing countries with a disproportionate
reliance upon public schooling.
•• South Africa’s major schooling challenge is to ensure better quality education for
millions of people who are poor. The country already spends some 6 per cent of
GDP on education, this is in the upper range of countries in terms of education
expenditure. Contract schooling provides an option for spending money more
efficiently.
•• Although they should be seen as part of a broader reform, contract schooling can
have a more immediate impact than reform of traditional public sector schools.
•• There has been widespread international success in countries that have used this
model to tackle schooling quality for poorer, disadvantaged communities.
•• Contract schools provide a research and development (R&D) sector for the
schooling system as a whole. Contract schools’ autonomy facilitates innovation
and experimentation with better ways of schooling. This can have a positive impact
and provide lessons for other schooling sectors, both public and independent.
A second question was strategic. Would a focus on this missing sector be a diversion away
from fixing public education? The answer was a resounding no. Contract schools, in both
the developed and developing world, have focussed on improving the quality of education
for the poor, often in communities who have no access to high-quality education options.
This is the fundamental challenge in South Africa — how to improve schooling so as to
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reach the most disadvantaged. The contract schooling model does not detract from fixing
the public sector education system. The contrary is true, for the following reasons:
•• Like independent schools, contract schools can save the public sector money.
They do not necessarily require less funding, but provide more value for the
money spent.
•• Although initially a small initiative, the concept can grow, especially in urban
areas and provide a quality schooling choice in areas where this is limited or
non-existent.
•• Contract schools can have a positive influence on the public sector. The new
methods of delivery and techniques developed can help address broader
education reform.
Based on CDE’s research and engagements, there is a willingness, at least at some levels
of government, to discuss new schooling delivery models. For example, the NDP calls for
greater diversity in schooling. It states: ‘the different parts of the education system should
work together allowing learners to take different pathways that offer high quality learning
opportunities’.39 At a CDE round table in 2010, the Director General of Education, Bobby
Soobrayan, said: ‘We believe diversity is vital, and that independent schools, especially
those that serve the poor, introduce an element of diversity that will help to benchmark
schools.’40 These statements suggest that, at least at the national leadership, there will be a
willingness to discuss drawing private sector expertise into the public sector, specifically
to address the weaknesses of the schooling available for the poor. Moreover, CDE research
and consultation has established that at least two provincial governments are interested
in alternative models of school funding and management.
In addition, there is already a wide array of schooling partnerships between the private
sector and government, including the subsidies that low-fee private schools receive
and the Adopt-A-School programme favoured inter alia by the Deputy President of the
ANC.41 These partnerships are well established, although they are beset by challenges
and quite different from our focus on the contract school concept. In the Adopt-ASchool programme, government has drawn some private expertise and funds into the
public schooling sector. The public schools ‘adopted’ remain firmly in the control of
the centralised public schooling bureaucracy. Independent schools that receive some
government subsidy must comply with a number of regulations, but remain privately
owned.
The contract school concept will therefore constitute a new kind of partnership. It gives
non-government actors space to use their expertise in innovating and managing schools.
It will make school managers both responsible and accountable for the performance of
this type of public school.
Of course it is important to note that public-private partnerships can fail and need to
be properly designed to achieve maximum benefit. A prominent example involves the
outsourcing of educational services that led to the Limpopo textbook delivery scandal
in 2012. The complexity and politicisation of public-private partnerships is such that
many government departments do not want to become involved. As one provincial
government official commented in the February 2013 workshop at CDE: ‘Nobody wants
them. Everybody is trying to stay away from them. Go to government departments and ask
for a partnership and they will immediately say “no”’. Reasons mainly relate to operational
complexities, but also scandals over alleged, and sometimes actual, corruption.
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For a contract schooling model to take off, ‘buy-in’ and support from government
will be vital. Without the public sector on board, authorisation and financing cannot be
adequately undertaken. And the conditions need to be encouraging and welcoming to
private providers who will have to come forward to take advantage of the management
contracts that government will offer.
It is, of course, difficult to know what the response to this hypothetical situation will be.
Positive indications can be found in a slew of initiatives, such as Curro Holdings and other
private school initiatives for private schooling for the poor, which suggest that private
operators are looking for opportunities to get involved. However, given that this is a new
kind of partnership, the model will likely first have to prove itself as practical on a local
scale.
An additional indication of support comes from calls for what are being called ‘impact
schools’, which largely emanated from schools within the Extraordinary Schools Coalition.42
Impact schools seek to provide affordable, high-quality learning to disadvantaged learners.
Although the notion of impact schools is not tied to a particular concept of public-private
partnership, they do advocate stronger private-public partnerships to permit them to find
the funding to deliver quality schooling to low-income communities.
The Coalition was established in 2010 by three of the current member schools. It began
as a fairly informal coalition of independent schools serving socio-economically deprived
learners but has since grown in size and formality and, at the time of CDE’s research,
included 15 independent and public schools (the four public schools in the Coalition
are all part of the Department of Basic Education’s Dinaledi programme). The Coalition
receives financial support from private donors.43 While members share a common vision
of becoming impact schools and seeking a stronger partnership with government, the
schools themselves are very different in most other respects. They range in size from less
than 100 pupils to over 800. They include fee-charging and no-fee schools, historic and
new schools, focussed and general schools, schools targeting the FET band and combined
schools accommodating children from grades R to 12, schools serving rural and others
serving urban populations, and some that offer boarding facilities.44
Schools must meet specific criteria to retain membership of this Coalition. At least 30
per cent of pupils must qualify as socio-economically disadvantaged, at least 50 per cent
must do mathematics and a science, and schools must demonstrate a commitment to
integrating Information and Communications Technology (ICT) in their teaching and
learning. Secondary schools must achieve a minimum 90 per cent matric pass rate, with
at least 45 per cent bachelor’s pass (making them eligible to apply for university), and
primary schools must achieve an average of 60 per cent in literacy and numeracy in the
external Grade Three and Six Annual National Assessments.
Coalition schools also share a common value system and place an emphasis on the
development of the ‘whole child’.45 The strongest element within this Coalition is the
extent to which the schools are committed to a common goal and share best practices and
experiences. This kind of supportive environment has been shown to have positive effects
in the Latin American Fe y Alegría schools and some British academy chains.
The independent schools within the Coalition currently face a lot of pressure to generate
income through school fees and fundraising. This may be an important factor behind
the readiness of some school leaders to enter into contract arrangements with the state.
Although low-fee independent schools can receive subsidy from the state, the amount
depends on fee levels, and the lowest-fee schools may receive only a 60 per cent subsidy.
Instead of receiving a fraction of the per learner transfer received by state schools, they
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would hope to receive at least the equivalent amount once they became part of the public
sector.
At the same time, independent schools in the Coalition are reluctant to sacrifice
autonomy. Without this, school leaders believe, they will not be able to continue to deliver
quality instruction. Critical to running their schools is control over the appointment and
management of staff, school leadership and governance structures, choice of religious
practices, the targeting of learners and decisions regarding subject focus. The goals of this
Coalition and discussions with those schools committed to seeking a greater partnership
with the state show both an appetite within the private sector for exploring the contract
schooling model as well as pointing to the challenges. The core challenge is to create a
workable arrangement in which private organisations are given independence to manage
schools while becoming part of the public sector in a way that goes beyond merely
receiving a top-up on the subsidies already available to low-fee independent schools.
Before we can explore the steps needed to establish such a model, we have to understand
the opportunities and challenges presented by the legal and regulatory environment.

The legal and regulatory environment
The South African Schools Act (SASA) delineates public ordinary schools and independent
schools. Public schools are supported from provincial education budgets with an
allocation of departmental posts, buildings, land and transfers for expenses, programmes
and subsidies. Public schools, except those designated as no-fee paying schools (which
now make up 60 per cent of schools and, in terms of government policy, should eventually
reach 80 per cent), can charge fees to supplement their income.
Independent schools all charge fees, and those with low to medium fees (i.e. on average
about R25 000 p.a. or less) can receive a subsidy from government calculated on a sliding
scale based on the provincial average estimate of expenditure per learner (PAEPL) and the
percentage of the school fees as a ratio of the provincial PAEPL.46
According to official norms and standards, the lowest fee-paying independent school
should receive about R6 600 per learner (60 per cent of an average PAEPL across the
provinces of R11 000). Each province calculates its own PAEPL, and they differ. Since 2006,
the PAEPL has been calculated on estimates of expenditure for the next academic year
and based on the Medium Term Expenditure Framework. ‘Actual past expenditure’ was
previously used.47
The existence of a state subsidy for private schools means that the private and public
sector already co-operate in bringing schooling to the poor. However, quite a lot of
tension has surrounded this. In October 2012, the Independent Schools Association of
Southern Africa (ISASA), the largest independent school association, representing over
700 schools, asked the Public Protector to investigate the KwaZulu-Natal, Mpumalanga,
Limpopo, Eastern Cape and North West education departments for failing to correctly
subsidise qualifying independent schools. ISASA claimed that 630 schools and 130 000
pupils in these provinces have been harmed by inadequate subsidies.48 In April 2013 the
Constitutional Court ruled that the education department in KwaZulu-Natal should pay
R6m out of the R23m that the applicants were seeking in unpaid subsidies for the 2009
financial year.49
These problems suggest that elements of provincial government may be reluctant to
extend financial support to private sector providers. This could be due to how provincial
education departments receive money from National Treasury. However, it is well known
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that both national and provincial treasuries are looking for ways to minimise schooling
expenditures.
For contract schooling to be an attractive option, it will need to deliver quality schooling
in a way that will save government money, and make the spending more productive.
At the same time, the amount available per learner, even if raised to the full R11 000
per annum that government schools receive, could be insufficient to finance quality
schooling. The financing amount is still uncertain and raises additional complex issues,
such as of teacher salaries, land and building access, etc., which still need to be addressed.
If contract schools are to be no-fee schools (which is the common arrangement to ensure
access for even the poorest of the poor) they will either have to find additional funding
from elsewhere, or realise substantial new efficiencies, such as through chains of schools.
Most of the funds allocated to public schools cover teachers’ salaries. However, the state
also provides the school building and the property, funds to buy equipment, consumables
and to support maintenance transfers to support school feeding, and other transfers for
special national or provincial programmes (such as school safety, ‘school improvement’,
and Grade R grants). Accessing these funds may help contract schools to become more
viable.
Setting up contract school arrangements between existing independent schools and the
state at scale will almost certainly require new regulations. The legal advice is that current
legislation has the possibility for alternative interpretation to address some aspects of a
contract school model. Key sections of the South African Schools Act include:
•• Section 14: outlines the rules when a public school functions on private property.
There have been court cases in regard to the interpretation of this section. One
example of possible broader interpretation and scope to Section 14 comes
from the agreement between the Royal Bafokeng Institute and the North West
Provincial Education Department, which has given the Royal Bafokeng legal right
to contribute to core curriculum, extra-curricular activities and school governance
costs.
•• Section 17: is important in addressing the need for quality human resources across
contract schools, specifically for management and governance to be shared. This
provision allows for a school governing body to act as governing structure for
more than one school.
•• Section 16: applies to Further Education and Training (FET) colleges and how
government intends to establish public colleges, how they are to be governed
and funded and how private colleges are registered. Aspects of this section can
provide optimism for similar transformation in the basic education legislation,
particularly in regard to teaching and other staff being employed by the institution
rather than the state. It creates the college as the employer of both educator and
non-educator staff.
•• Section 21: outlines the responsibilities that represent various levels of autonomy
available to school governing bodies. These include issues around school property,
employing staff, payments, etc. Schools are designated responsibilities based on
the decision of the head of department of the provincial education department. It
does provide some autonomy, but is limited in scope, and does not give schools
the power to act as the employer of teachers.
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The contract schooling model depends on autonomy in managing schools, especially in
the hiring and firing of teachers. The international experience makes this clear, and the
current schools in South Africa that support contract school arrangements almost always
argue that the employment of management, teaching and non-teaching staff must rest
with the school if it is to be held accountable for quality outcomes. In the current legal
framework, this would be difficult to establish as the government is the employer of all
teachers in the public sector. Although school governing bodies make recommendations,
the head of department of each of the provincial governments is the employer.50 The South
African Schools Act along with the Employment of Educators Act defines the ‘cooperative’
relationship between government (national and provincial education departments) and
school governing bodies. The Employment of Educators Act also describes the relationship
between the employer (government) and labour unions. Unless government is prepared
to give contract schools autonomy to hire and fire, private providers may be very reluctant
to become part of this model.
The best way to ensure that the contract schooling model is truly a new sector rather
than just an extension of the existing independent school subsidy is to focus on converting
existing public schools, or new public schools, into contract schools that will be managed
by and become the responsibility of a variety of carefully vetted private organisations. The
necessary legislation and regulations would largely fall under National Treasury’s PublicPrivate Partnerships Unit.51 At the appropriate point, therefore, discussions with Treasury
and the PPP Unit will be required.

The Way Forward

The contract schooling
model depends on
autonomy in managing
schools

Privately managed, state funded contract schools could provide quality education to lowincome and disadvantaged learners. In order to do this they will need to be accountable
for the results they produce while having greater autonomy than ordinary public schools.
The literature and case studies reviewed suggests that this relationship yields positive
results, but it can by no means easily be transferred to South Africa. Each country that
has a contract schooling model has developed locally-rooted arrangements to address
specific educational issues and overcome legislative challenges.
Based on CDE’s research and discussions with local and international experts and
stakeholders, the following essential issues and questions need to be addressed before a
successful contract model can be introduced:

1. What type of contract arrangement can be adapted for South African circumstances?
The best first step is to develop a management contract that allows an individual or
organisation to apply to run a state-funded school. The contract will need to emphasise
high standards and high-quality outcomes. A key lesson from US experience is to prevent
a ‘free for all’ in terms of access to the sector. Additionally, the Concession Schools in
Colombia show the benefit of at least giving preference to existing credible private
providers with a substantial track record who can produce a well formulated and clear
business plan. The Concession School practice is to allow companies that run existing,
successful private schools to enter into a contract to manage a government constructed
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school, in addition to running the established private schools. This encourages the
formation of school chains and brings private sector best practices into the public sector.
In terms of strategy, Robin Lake highlighted how, in the early days of the US charter
school movement, ‘A lot of charter schools came out of the gate proposing ideas that
sounded cool, innovative, really interesting. They promised to figure out the instructional
side, teacher quality side, later. This was a huge mistake. It overlooked the importance of
high quality leadership and teaching. Those authorising the contracts need to ensure that
there is a strong human capital strategy in place for the management contract.’
A vital part of the contract has to include how and when a contract is terminated and a
school is closed down through failure to perform at the standard required.

2. Which schools should be converted?

Privately managed,
state funded contract
schools could provide
quality education
to low-income and
disadvantaged learners

Once it is determined who can be eligible for a management contract, the contract itself
needs to stipulate which types of schools are eligible. Contract schools will start on a
small scale, with the possibility of growth. A contract system should not ‘crowd out’ the
development of the independent schooling sector. Rather, the contract school model is
intended to provide more choice and increased diversification of the education system by
creating a new sector of schooling in South Africa.
We suggest that contract schools should initially be confined to underperforming,
underutilised or closed/abandoned public schools. This will provide contractors with
access to infrastructure (and government should commit to restoring schools that have
fallen into disrepair). In this way a clear strategy can be designed of using this model to
turn around failing public schools, strengthening the performance of the public sector as
a whole. This is how the British Academy Programme was initially implemented, before
(partly as a result of its success) being expanded to other schools.
In time, contract schools can be new start-up schools rather than conversions — once
the sector is established and has proven successes in addressing the critical needs in the
areas of vacant and low-performing public schools.

3. How much autonomy should the contracts permit?
This will be critical. Contract schools are based on the premise of autonomy; they must
promote rather than stifle the initiatives of private school management entrepreneurs.
This has been the key lesson across all the case studies and literature from both the
developed and developing world. The contract needs to underscore the level of autonomy
for the school and what will be achieved with this freedom. The most critical factor is
human capital. The management must be able to hire and fire. The school’s leadership
and teachers are fundamental to its success and ability to achieve the results. Increasing
management’s autonomy decentralises control and allows for flexibility and innovation.
Both elements are critical to high success and turning around performance in short
timeframes.

4. How important is monitoring and oversight?
High autonomy leads to a need for strong accountability and oversight. Again, international
experience has shown the importance of this in ensuring that contract systems produce
the results agreed to in the contract. In the South African context, of potential challenges
raised in discussions with experts and stakeholders, capacity and corruption within the
public sector were the most commonly expressed and regarded as the most difficult
to overcome in terms of oversight and regulation of the contract schooling sector. A
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competent public authority is critical for overseeing school contracts. It is also vital to
mitigate potential corruption in the private sector as well. A strong regulating body will
ensure that poor and underperforming schools are shut down as per the stipulations in
the contract. The oversight is critical for ensuring that contracts are upheld. A fundamental
component is the willingness to close down schools where necessary.

5. What are the best methods for monitoring contract schools?
Contract schools have used different methods for oversight and accountability, both ‘top
down’ from government bureaucracies and authorisers as well as ‘bottom up’ from parents.
Methods of accountability include various authorisers, overseers and partnerships. South
Africa’s lack of capacity within some government departments and the rising tide of
corruption (in the private and public sector alike) need to be addressed but should not be
a barrier to adopting a contract schooling approach. Rather, these limitations should lead
us to explore innovative ways to implement and administer contract schooling systems.
There are important examples of partnerships in the developing world, where an
external organisation, in cooperation with government, can be used as a regulatory
body. This can help address a lack of capacity in the public sector and mitigate potential
corruption. These types of systems, as demonstrated by the Punjab Education Foundation
(PEF) and the Philippines’ Fund for Assistance to Private Education (FAPE), are not just
funding entities but actually help build capacity within the partnership. As we have seen,
the PEF is an autonomous and independent institution funded by the government of
the Punjab province, but a majority of its directors, including the chairman, are from the
private sector.
South Africa could establish a Punjab-type foundation at national or even provincial
level, where the government may give the lead while a majority of its directors, including
the chairman, are drawn from the private sector. At any level, it will need the approval and
support of the Department of Basic Education (DBE). A semi-autonomous body related to
the DBE, such as UMALUSI (the standards monitoring authority) or National Education
Evaluation and Development Unit (NEEDU) could be sensible and objective sources of
representation on the authorising structure.
In addressing any suspicions of corruption, a South African PEF equivalent could have
representatives of the Auditor-General on the governance or authorising structure. This
would create collaboration between relevant stakeholders in both the public and private
sectors, promote accountability and transparency, and build capacity. Setting up this type
of system would provide the functional framework that can fully harness the potential
of the private sector. Once initially done as an experiment, the arrangement can be
expanded, or refined, if proven successful.
Creating a partnership between the public and private sectors can also help ensure high
quality and standards for contract schools. Arrangements used by school associations to
evaluate and encourage standards should be employed as monitoring and quality control
mechanisms. Once there are unified regulations for contract schools — i.e. national
norms and guidelines — school associations can be contracted in to ensure adherence.
Once again, there are international examples of quality assurance being delegated
outside the public sector. Some countries have established boards responsible for
accrediting the accreditors. This is the case in the Philippines, which has a federation of
accrediting agencies comprising different school accreditation boards. Each board has to
meet certain standards, after which they are allowed to accredit the schools under their
jurisdiction.
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In the US, the National Association of Charter School Authorizers (NACSA) works
to improve the policies and practices of the charter school authorisers. It provides a
comprehensive set of principles and standards, detailing best practices for soliciting,
screening, monitoring and renewing or closing charter schools. Organisations like NACSA
and the authorising bodies themselves help to relieve the pressure on government by
providing capacity. Two key lessons from the US are that 1) having a limited number
of authorisers is better for quality control; and 2) independent organisations such as
universities or city councils can play a useful role as authorisers.52

6. Where should the funding for contract schools come from?

South Africa could
establish a Punjab-type
foundation at national
or even provincial level

Funding is fundamental for the success of contract schools. Since contract schools are
intended to benefit and cater to the poor — those without access to high-quality education
— they should preferably be no-fee or charge only a nominal fee. As contract schools
are publicly financed, they should receive the same per-learner funding as other public
schools in the province. The funding arrangement is a vital component of the management
contract, as financing of the school is contingent on its evaluations and ability to adhere to
the specified outcomes. Although the direct costs of a contract school are equal to a public
school, under the arrangement, the contract schooling model will relieve pressure on the
public sector by using private expertise to improve the performance of the public sector.
Additionally, as part of their autonomy, these schools should be free to raise additional
funds. They may not charge high fees, but should be allowed to ask parents, community
members and others for donations, including corporate social investment. This is another
potential benefit of the Punjab-like model of oversight: in addition to addressing the
capacity issue, this type of partnership can be a productive way of using CSI spending and
ensuring the effectiveness of programmes. There must be clear consequences for poor
performance. Only successful schools may stay in the programme for the long run. This
would allow CSI spending to become more targeted and careful in its selection of schools
and interventions. Thus, using this type of government supported and privately managed
authority to run the contract school programme could help to attract private funding,
while using private sector skills to enhance capacity

7. Will a contract school model succeed in South Africa?
There are clear roles for various stakeholders. By building support amongst stakeholders
and creating a viable system that addresses challenges in the public sector and bringing in
private sector capabilities, South Africa has the potential to develop an effective and highquality contract schooling system. The public sector has a role in finance, oversight and
regulation. The private sector (including civil society) has a role in bringing in management
providers, using their strong expertise, capabilities, entrepreneurship and innovation.
Additionally, there is potential for organisations, existing providers and those already
involved in the education sector to either become involved in the contract schooling
sector in addition to the independent schools they already run, or act as partners and
supporters of new organisations that wish to become involved.
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Next Steps
The next step should be to launch a pilot programme or programmes. As shown in our
discussion of the regulatory framework, there is some space for such initiatives. CDE’s
projection is that the best way to proceed is incrementally and by experiment. In the first
few years, pilots will likely comprise no more than 1 per cent of all schools, and after 10
years not more than 5 per cent. Contract schooling is not about the number of schools,
but the quality and communities served. Although a small number, they would be in areas
serving the poor and those least likely to get a quality education at present. Additionally,
contract schools can have a positive impact on traditional public schools and in this way
they expand their influence.
Developing a contract schooling system needs public sector support — national and
provincial. Any partnership agreement will require buy-in and understanding from all
stakeholders. CDE’s research and engagement with the public and private sectors has
indicated interest in going forward.
Developing management contracts and ensuring the necessary accountability will be
a complex undertaking. Additionally, more information and a better understanding of
certain aspects of the education sector will help improve delivery across the spectrum.
Two critical elements are the regulatory environment and financing. There is potential
in South Africa’s legal system. However, it will require skilled legal expertise to navigate
and understand how to use the legislation in a way conducive to contract schooling.
CDE’s initial research indicates this is possible, but it is likely that we will need legislative
reforms if contract schooling is to move beyond a piloting phase. Secondly, there is still
much to be understood about the financing of education. The amount spent per pupil in
the public education system, and what value the government is receiving for that money,
are not known. This knowledge will help determine the impact of contract schools. (CDE
hopes to do work on this in the next year).
Given the crisis in our education system, the need for reform is intense. International
experience shows that there is a vast range of schooling options that use public-private
partnerships to improve the quality of education, particularly for the most disadvantaged.
CDE’s analysis of a range of models that create partnerships and diversity in schooling
provision for the poor reveals that, if properly conceptualised and implemented, they can
deliver diverse forms of quality schooling at an equivalent or lower cost than is possible in
the public sector. This system of contract schooling is widely accepted internationally. We
have provided key insights into a few examples, but the World Bank has identified over 20
countries — developed and developing — using this approach.53
Creating a spectrum of school choice is vital, helping to provide high-quality
educational services to all children. In South Africa the most important issue is how
to provide improved quality of schooling to poor people. In all the countries we have
examined, contract schools serve the most disadvantaged and therefore provide higher
quality education to those most in need. As we have noted in several places above, if a
contract school is not performing, it should be closed down.
Many opponents of school choice programmes argue that they increase inequality or
create more segregation in schools. The evidence shows that this is not the case. Contract
schools, which are often in low-income and disadvantaged areas, cater to the needs
of the poor and provide opportunities for those who previously could not access such
opportunities. As a result opportunities would become less unequal and more South
Africans could contribute to the development of the country according to talent and
ability rather than where they live or how much their parents earn.54
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