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Purpose
This report is intended to advance knowledge of the Bottom of the Pyramid (BoP) education market in India 
and support education entrepreneurs as well as investors by highlighting innovative ways of overcoming 
common challenges in serving the BoP demographic. 

The greatest barrier to offering children a better future is education. India’s education system, much like any 
education system out there, is fraught with challenges that make it difficult to disrupt, reform and recreate. 
From research and entrepreneurial experiences, we have seen education systems succeed in bringing a better 
future to its children through the interplay of public and private actors. It is through this interplay that 
we believe the greatest impact can and will occur in India. It is our ongoing endeavor to support young 
enterprises, the “edupreneurs”, in their effort to reach learners while holding themselves accountable to high 
quality learning outcomes. As startup companies embark upon this complex path, our goal is to offer insights 
from successful companies that have overcome similar challenges and combine those insights with an analysis 
of what works and what will likely fail.

Defining the Base of the Pyramid
Although there are various definitions for the BoP market segment,1 here we define the segment as any 
household in India earning less than 15,000 INR (~240 USD) per month.2  This corresponds to less than 
2 USD per day per individual in a typical household, which covers a majority (76%) of rural India and a 
significant portion of urban India (21%).3 

The BoP as defined above is a massive segment of the entire Indian population, covering 68.8% of India– 
more than 780,000 people.4 This represents by far the largest part of the market, and is thus a crucial market 
segment for entrepreneurs and investors. 

Scope
Research suggests education needs to be provided by public actors (ensuring access and quality for all) as 
well as private actors (ensuring constant innovation). In Oceans of Innovation, Michael Barber, Saad Rizvi 
and Katelyn Donnelly of the Pearson Affordable Learning Fund argue that "choice, vouchers for low-
income students and the encouragement of alternative providers are likely to become increasingly important 
ingredients of systems which combine effective whole system reform with serious innovative capacity.” The 
rapid growth of the private education sector in India has prompted our report to focus on private rather than 
public providers of education. Entrepreneurs attempting to improve the quality of education provided to the 
BoP face unique challenges in a new but growing market where quality, scale and sustainability are desired 
but rarely attained outcomes. 

This report focuses exclusively on Pre-Primary (age 3) to Class 12 (age 18) students. Given the vastness of 
the field and the unique challenges faced by the PreK-12 market as compared to vocational, higher or online 
adult education, focus was necessary to develop useful insights. Both in-school and out-of-school offerings 
are covered, as well as non-profit and for-profit entities - as long as they use a for-profit model in approaching 
the customer. We focus on this approach because the non-profit model dependent upon philanthropic grants 
or government funding does not typically have a consistent and ongoing feedback mechanism to enable the 
progress of programs. Furthermore, while government schools face vast challenges in their own right, this 
report takes a deep dive into challenges addressable by quickly implementable and innovative solutions more 
relevant to private players.

Executive Summary
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The private education segment in India alone is expected to cross US$ 45 billion mark by 2015 from 
the present US$ 35 billion, according to a research report prepared by Investor Relation Society.5  Major 
investments are being made in the areas of pre-schools, private coaching and tutoring, teacher training, the 
development and provision of multimedia content, educational software development, skill enhancement, IT 
training and e-learning.6

Method
We used various methods to compile this report, including a survey of 28 entrepreneurs, in-depth interviews 
with 8 additional entrepreneurs, interviews with 8 investors, workshops and events with 30 additional 
entrepreneurs and investors, review of secondary research (especially RCTs), meetings with policy makers, as 
well as Perspectful Advisor’s experiences as both entrepreneurs and investors working in education at the BoP 
in India. The quantitative findings reported are based on surveys and interviews of entrepreneurs, a sample 
size of 36 in total.
 
Main insights

Networks: The most recurring and underrepresented finding of this report is the extreme dependence of 
education enterprises upon a network. Human networks were cited as imperative to reaching and closing deals 
with potential customers as well as a necessity when raising finance capital. There is an evident lack of well-
organized collaborative networks available to enable education enterprises to access new customers and capital. 

Impact: While both entrepreneurs and investors value the impact their product or service is making, it 
is difficult for companies to evaluate their impact. There is a dearth of affordable impact measurement 
solutions available to support an enterprise’s claim that they are making an impact on learning.  
Furthermore, implementing an impact evaluation internally is extremely resource intensive. A common 
standard for learning that offers metrics and benchmarks for “impactful education” seems necessary as this 
sector begins to mushroom and quality becomes questionable. Furthermore, in order for larger entities 
like the government to adopt any emerging innovations, proof of impact will be absolutely imperative.

Perspective: BoP customers often judge the quality of an education offering through tangible 
characteristics, which do not necessarily improve learning – such as uniforms, teacher-to-pupil ratios 
or painted classrooms. Furthermore, entrepreneurs, customers and beneficiaries face genuinely different 
problems (and thus solutions) in a particular situation. As such, companies offering innovation in 
education that address issues highlighted by rigorous research struggle to sell their products when packaged 
without tangible and superficial wrapping. This begs into question the customer perception of educational 
products and services and the marketing strategy employed by early stage education companies.

Limitations
This report highlights wisdom and insights garnered from both qualitative and quantitative methods of 
research in the BoP Education Enterprise market. Through networks, discussions, field visits and interviews, 
we have compiled a report meant to offer solutions to common themes and challenges faced by enterprises 
trying to do impactful work. The findings are a snapshot representation of a vast market.

Footnotes 1

2

3

4

5

6

See, for example, The 'bird of gold': The rise of India's consumer market, a 2007 McKinsey report defining the BoP in 
India as people living on less than 16,667 INR per month, further splitting this into “deprived poor” and “aspiring poor”. 
This is consistent with the usual definition of BoP as people living on less than 2 USD/person/day-
http://www.cs.berkeley.edu/~brewer/ict4b/Fortune-BoP.pdf
CDF-IFMR analysis, National Sample Survey Organization (NSSO) 2004/2005, round 61
http://data.worldbank.org/indicator/SI.POV.2DAY
http://ir-india.com/specialreports/SECTORAL%20IR%20RPT%20-%20EDUCATION.pdf
http://www.ibef.org/industry/education-sector-india.aspx

1

2

3
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Introduction

The picture of education in the BoP segment in India today is optimistic. We’ve seen growth in 
household expenditure on education in all segments of the population in the last few years, including 
at the BoP. In 2012, the National Sample Survey Organisation indicated education has witnessed one 
of the fastest growth rates among different expenditures of Indian households. Spending on education 
on average rose by 21% per annum over the last 6 years, compared to a 14.5% growth of the overall 
consumer market.7   The BoP, which in India covers 68.8% of the population ,8 is spending considerably 
less on education than the rest of the population - only 3.3% (2285 Rs.) of their household share was 
spent on education, compared to 6.9% of spending for the total population.9  However, spending 
grew nearly as fast at the bottom as at the top of the pyramid - 19% compared to 24.3% respectively. 
With this growth rate, we can thus estimate a current spending on education of the BoP households of 
4.5% of total household expenditure, or an estimated 3300Rs/year in 2013. A major factor behind this 
increase is a growing preference for private education providers instead of existing government options.

The BoP market faces a gamut of challenges in accessing high quality education. In the middle and 
high-income market segments, a family can acquire high quality education by assessing an education 
company’s historical learning outcomes, success metrics, student job placement and further education 
placement. In the BoP market segment, a family has much less historical data to assess since the private 
sector has only begun servicing this market en masse in the last 5 years – with most of the entrepreneurs 
surveyed only starting operations in the last 3 years. Furthermore, a BoP family is often significantly less 
educated, which drives them to rely upon tangible metrics such as uniforms, painted classrooms and 
brand names to determine quality rather than more predictive quality learning metrics such as teacher 
training, principal quality, and differentiated learning methods. 

Enrollment in private schools across rural India has begun to grow by 10% every year since 2009.10  If 
the 10% rate of growth continues, 50% of children in rural India will be enrolled in private schools 
by 2018.11  Indeed, over 50% of rural Indian respondents in a Credit Suisse survey in 2013 reported 
a desire to send their children to private schools.12 Furthermore, India has seen a rise in enrollments 
in private, out-of-school tuition as well. “Whether enrolled in public government schools or private 
schools across rural India, a quarter of all children between Classes I to VIII also go to private tutors. 
Approximately 45% of Class V students in 2012 were either enrolled in private schools or tuitions or 
both.”  While this may sound encouraging, without quality and impact measurement tools combined 
with high quality innovative services and products, their customers will most likely see little to no added 
value to children.14 

This enormous rush away from cheap or free government options and towards private options opens 
the door to innovation and disruption. Across all markets, the education sector in India has seen a huge 
uptake in innovation from first generation entrepreneurs. In the BoP market specifically, the trend is 
for entrepreneurs to tackle “low hanging fruit” with products and services that can make an impact at 
a low cost. Krishna Ganesh, founder of TutorVista which saw early success and sold the company to 
Pearson recently, states, “The innovation in education that has happened in the last 5 years and what 
will happen ten fold in the coming years is because today fresh first-generation entrepreneurs have the 
opportunity to enter the education sector. They can use technology and (the) latest trends to create a 
multitude of education places. It was unthinkable 10 years back. A lot of exciting things are happening 
in the education sector – in mobility, technology, social networking and personalization. The coming 10 
years will be more dramatic and more disruptive than what the last 10 years have seen. The disruption 
and the reception of inclusion of technology in education will make it more democratized, personalized, 
affordable and effective.”15  
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In this report, our goal is to showcase entrepreneurs who are trying to provide solutions, what they are 
doing, what is working, and what challenges they are facing at the BoP in India to improve children’s 
learning outcomes and scale up sustainably despite the obvious challenge of their customers having 
limited purchasing power. By uncovering challenges and solutions that have proven successful, we hope 
to enable these entrepreneurs with a toolkit towards sustained success while supporting  investors with 
a framework for viable business models.

Footnotes 7

8

9

10

11

12

13

14

15

 http://articles.economictimes.indiatimes.com/2013-01-03/news/36130452_1_nsso-consumption-expenditure-national-
sample-survey-office/2
  http://data.worldbank.org/indicator/SI.POV.2DAY
 http://online.wsj.com/public/resources/documents/IndiaConsumerSurvey2013.pdf
  Mcloughlin, Claire (2013): Low cost private schools: Evidence, approaches and emerging issues.
  Annual Status of Education Report (Rural) 2012, Provisional 2013
 http://online.wsj.com/public/resources/documents/IndiaConsumerSurvey2013.pdf
Annual Status of Education Report (Rural) 2012, Provisional 2013
French and Kingdon, 2010 & Singh, Abhijeet 2013
http://edustars.yourstory.com/2013/08/challenges-opportunities-and-the-road-ahead-for-ed-tech-startups-with-k-ganesh-
founder-tutorvista-serial-entrepreneur-and-investor/

TutorVista

Online tutoring company. Indian tutors rely on a combination of voice over Internet Protocol telephony, instant 
messaging, a toll-free fax number, and an electronic blackboard to tutor students around the world. It saw early success 
and recently sold to Pearson India. 
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This study has been structured around the business model framework developed by CII. The framework 
was developed for entrepreneurs, investors, and facilitators to convene around common challenges in 
building sustainable business models for BoP customers. 

We use this framework, edited for specificity towards education businesses, to provide entrepreneurs 
with common trends and solutions successfully employed by peers in tackling these challenges. The 
study begins with addressing common challenges faced by entrepreneurs when deciphering and 
understanding their target segment. It then discusses how a customer views value creation versus 
how an enterprise or beneficiary does, and looks at solutions to bridging that wide gap.  Then it 
delves into the mechanisms used to deliver the offering to the customer and beneficiary, along with 
strategies to overcome roadblocks along the way. Next it addresses specific aspects of the company that 
uniquely enable the business as compared with aspects that require investing capital into. It concludes 
the framework portion with common methods used to gather returns in both financial and social 
impact. The study closes with a deep dive into investing in BoP education, including challenges and 
opportunities for investments.

2. Value Creation

•  How does the customer frame the “job to be 
done”?

•  What do you o�er the customer?

•  How do you go beyond the main o�ering and 
“go the extra mile”?

1. Target Segment

•  Who is the customer?
•  Who are the bene�ciaries?

What are the external investments being made? 
(i.e. Investors, Values, Challenges, Stage)

6. Investing in BoP Edu

• What are the key internal enablers: Resources, 
Capacities, Activities, Competencies and 
Capabilities?

• What are the internal investments to be made? 
(i.e. Capital deployment, Cost centers, Values)

• What are the key external enablers: 
    Partners, Platforms and Non- Market forces?

4. Enablers & Internal Investments

•  What are the revenues and margins of the 
company? (i.e. Company and Unit 
economics)
•  What is the impact? How do you measure 

impact? (KPIs)
•  How do you measure customer satisfaction?

5. Returns

•  What is the channel?
•  How do you engage?
•  How do you transact?
•  What is the brand image?

3. Delivery

1 Conceptual Framework

Conceptual Fram
ew

ork

1
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The main customers in this market are parents or guardians in households living on less than 15,000 
INR/month and school principals (and other decision makers) running schools charging less than 
15,000 INR/year/child.

Customer and beneficiary characteristics

2 Target Segment

Customer Indirect Beneficiary

End BeneficiaryEnterprises

Government

“Free”
Charging 
<10K/yr

Charging 
10-15K/yr

Earning 
<10K/mo

Earning 
10-15K/mo

TeachersTeachers Teachers

StudentsStudents Students

Schools

Low and BoP 
private school

High and BoP
private school

Low end 
BoP Parents

High end 
BoP Parents

Students Students

We have divided these customers into lower-end BoP – households earning below 10,000 INR/month and 
schools charging less than 10,000/year/child – and higher-end BoP – households earning between 10,000-15,000 
INR/month and schools charging between 10,000-15,000 INR/year/child. 

Target Segm
ent

2
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Entrepreneurs often target customers who show a genuine desire to improve learning outcomes and are 
not afraid of innovation, as a large proportion of potential customers are risk and change averse. Steve 
Hardgrave from Varthana, a school financing company in Bangalore, stated that many people are risk 
averse and more comfortable making incremental changes, so convincing them to make a huge change 
in what they are doing is difficult. It is much easier to provide something that is already demanded than 
it is to convince someone they should demand something. Typically they’ve seen schools focus on subtle 
improvements reacting to market demands and nearby competition.  One of the most popular early 
customers for entrepreneurs, then, is typically a school in the higher end of the BoP segment with a 
progressive, riskier leader. 

The primary beneficiaries, however, are usually not the customers (ie. the people who pay).16 Direct 
beneficiaries are typically children aged 3-18 attending schools described above. The indirect beneficiaries 
are the teachers and tutors in the schools. Both teachers and students tend to have an intrinsic 
motivation for learning and value innovative solutions, but they lack the capacity to pay or make 
purchasing decisions. 

Challenge

Indeed, as Govind Shivkumar from LGT Venture Philanthropy fund puts it, the people who have the 
most to gain or lose, when it comes to education offerings, have no say in in purchasing decisions.

Solutions

Involving beneficiary voices by measuring a change in beneficiary happiness levels, satisfaction rates and

1%

11%

12%

21%

24%

5%
17%9%

Government Schools

Affordable private schools 
(charging at least 
10,000Rs/student/year)

Affordable private schools 
(charging less than 
10,000Rs/student year)

Parents (income level greater 
than 10,000Rs/month)

Parents (income level less 
than 10,000Rs/month)

NGOs

CSR departments

Government

Customer Categories

Varthana

Non-banking finance institution that fills the financing gap to affordable private schools by providing infrastructure and 
project loans to school proprietors. They typically deal with schools that have 300-1200 students, charge 400-1000 INR/
month and most often cater to the K7-10 range. 

The most common customers are affordable private schools in the higher-end BoP market (24%), 
followed by affordable private schools in the lower-end BoP market (21%) and government schools 
(17%). Other customers include NGOs, CSR departments and governments – these are most often 
used to reach the schools, parents or children directly. 
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subject-specific engagement levels due to the implementation of your offering could drive up sales as 
beneficiary feedback is made visible to your customers.

Challenge

37% of the entrepreneurs questioned for this study indicated that customers found it difficult to quickly 
understand their value proposition as they defined it. The customer’s perceived need didn’t match the 
enterprise’s perceived solution. The product or service needs to meet all of these stakeholders perceived 
needs if it is to be successful. For example, while entrepreneurs might develop a tablet-based learning 
model to improve learning outcomes, their customer, an affordable private school, might want to 
purchase this product to increase student enrollments through the visible value a technology tool adds. 
The teachers (beneficiaries) might want to use the tablets as they decrease their workload. The children 
(ultimate beneficiary) could want to use them as they make learning more novel and fun. This alignment 
can be very difficult to achieve while maintaining a level of faithfulness to the original goal.

LGT Venture Philanthropy

LGT Venture Philanthropy fund that provides financial capital in the form of equity, debt or grant, intellectual capital 
through close mentoring and social capital by giving organisations access to relevant networks. Their education portfolio 
in India includes: 

•  Aangan Trust – Improvement of the quality of life for abandoned children in juvenile homes
•  Educate Girls – Improvement of girls’ enrolment, retention and academic performance
•  Varthana – Providing loans to low cost private schools

Misalignment of entrepreneurs’, customers’ and beneficiaries’ problem 
statements

Private Schools

PS: Enrollment increase

Students

PS: Have fun

Students

PS: Have fun

Schools

PS: Complete cirriculum

Parents

PS: Engage Students

Enterprises

PS: Students’ learning outcomes

Customer Indirect Beneficiary

End Beneficiary PS: Problem Statement

Teachers

PS: Decrease work, increase pay

Teachers

PS: Decrease work

Government

PS: Bandaid larger problems

Students

PS: Have fun

Some of the most signi�cant challenges faced by entrepreneurs are those where the customers and bene�ciaries 
have di�erent problem statements from one another and from the entrepreneurs themselves. �e above is an 
example of how misaligned problem statements can be.

Target Segm
ent

2
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Solutions

Entrepreneurs need to create products and services that address the problems of the beneficiary from 
a long-term perspective – this increases customer retention – while also addressing the problems as 
perceived by their customers – this drives sales. The marketing tools need to focus on the perceived 
problems of the customer. They should continue addressing the problems of the client in subsequent 
sales calls. For example, although none of the stakeholders voice the issue of children’s focus level, 
research will tell us that is the core problem needing to be solved. Solutions that tackle that problem in 
the long run will see recurring revenues and sustained increases in outcomes, while ensuring that the 
solutions also increase test scores will drive sales. 

When it isn’t possible for one product to address both the customer’s and the beneficiaries’ problems, a 
“Trojan horse” approach can be implemented where the product or service designed for the beneficiaries 
can be bundled with other add-ons that address the customer’s need. 

Challenge

Typical BoP customers are very price sensitive – they “expect more for less” and are quick to move to 
another option for a small price difference. By extrapolating from NSSO data, we can assume that 
current BoP customers are currently spending 3,300 INR/child/year on average on education. Credit 
Suisse (2013), on the other hand, finds from a consumer survey that the average spending on education 
of their rural respondents is around 10% - or 12,000 INR/child/year. This figure may be overshot as the 
24% of rural respondents who are not at the BoP may distort the average. Over 25% of the respondents, 
though, indicated that they wish to spend more on education in the future. The number of children 
participating in out-of-school educational activities has increased from 16% in 2010 to 26% in 2012. 
This and other data outlined in the introduction such as increasing enrolments in private schools and 
uptake of other private education offerings, gives us strong reason to believe that 2013 onwards will 
show a further (possibly exponential) increase in customer willingness to pay - both absolute and relative 
to total household expenditure. Despite this growth, entrepreneurs committed to catering to the BoP 
population often struggle to deliver at low price points in comparison to costs incurred. 

Solutions

Possible opportunities to innovate around the pricing issues for different segments depend upon the 
commitment on the part of the entrepreneur to keep their price points to the lowest levels possible. To 
survive the first stages of the company, targeting the higher end of the BoP market or considering a cross-
subsidy approach where higher-income customers offset the small margins of the lower income customers 
have proven to be successful. A bite-sized or modular approach in product development and sales to 
enable customers to purchase only those modules they want will also reduce the price and risk. Lastly, 
developing a lean model for products and services can be a good approach. 

Customer segmentation

For example, Learning Outcomes, a young startup measuring the impact of products and services inside schools, and 
eDreams Edusoft, an adaptive learning platform working with 25,000 students across south India, solely target schools 
that charge a fee of approximately 10,000 INR/year/child. This school fee amount was deemed as the target minimum 
viable fee for various companies surveyed.  The lower-end BoP beneficiaries are not able to afford these services at this 
price point, typically.

Unique Perspective
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The most common offerings of BoP education enterprises are, in order, digital content and/or teaching 
& learning tools (28%), schools (21%) and assessments (18%) as shown below. The prevalence of 
educational content in our sample, with 43% of companies offering digital and non-digital content and 
teaching & learning tools, is similar to that found by the 2012 Edustars survey (which did not focus 
on the BoP). This supports the claim that the BoP’s educational needs are similar to that of the entire 
Indian population. 

Remoteness of customers

Primary offering of current BoP education enterprises

Challenge

Entrepreneurs struggle with reaching their customers who are often accessed primarily through informal 
networks. Often the BoP demographic lives in both geographically and technologically remote areas. 

Solutions

To overcome this challenge, entrepreneurs have reported combining human interaction with technology 
to reach the most remote areas. They’ve relied upon networked people or existing marketing teams 
from other non-competitive education companies as well.  Door to door canvassing and using partners' 
existing networks will in many cases be necessary if customers need to be reached directly. For this 
reason, many companies prefer to reach customers through another entity, such as another company, a 
school, an NGO, a government agency, etc (see more under 'Delivery').

Target Segm
ent

2

Target Segm
ent

2Devices for teachers (smart 
boards, projectors etc.) 0%

Devices for students (tablets, 
computer labs etc.)

Management tools (student, 
content, finance) 0%

Assessments

Monitoring & Evaluation 0%

Certification 0%

Primary offerings of sampled companies

21%

6%

28%15%

9%

3%

0%

0%

0%0%

0%

18%

School

Extra-curricular 
support/Tutoring

Digital content and/or teaching 
and learning tools 

Non-Digital content and/or 
teaching and learning tools

Teaching method/pedagogy

Teacher/principal training 0%
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Challenges

Issues specific to these offerings include high teacher attrition resulting from delivering teacher training, 
vast resources to conduct rigorous impact assessments and the rapid depreciation of content and 
technology. Teacher attrition, i.e. when teachers depart the company or school earlier than expected, 
occurs most often immediately after the company has invested time and effort into training and 
certifying the teacher in a specific subject matter. Teachers often find slightly higher salaried jobs 
due to this training and jump at the chance to earn a little more money. Second, rigorous impact 
assessments are offered by large players at extremely high costs over the course of many months today. 
Early stage companies have a difficult time justifying those costs or finding the capital to invest in these 
studies. Lastly, as technology is always changing, so are the topics and methods children need to learn. 
Companies have a hard time keeping their offerings up to date when they develop each and every piece 
of their offering in house. 

Solutions

To address teacher attrition, several companies have reported that training the school principal or future 
trainers rather than the teachers directly results in lower attrition rates, is more sustainable, has faster 
wider reach and is less resource intensive. Competitive salaries, good working conditions, training that 
is specific rather than general, retention bonuses, a focus on a common vision and on teacher motivation 
beyond pay are all strategies that can increase retention. However, this is one of the most complex 
challenges in education worldwide - there is no silver bullet to ensuring teachers stay post-training. 
To minimize the costs of impact assessment, use existing assessment tools and products rather than 
recreating the wheel, but try to implement them yourself or partner with your customers or beneficiaries 
– this is cost-effective and creates deeper, longer-term buy-in. Teachers and students intrinsically want 
to know how they are improving!

Finally, to address content & technology depreciation, keep your product lean and adaptable or 
interchangeable to changing technology and content. 

Devices for teachers (smart 
boards, projectors etc.)

Devices for students (tablets, 
computer labs etc.)

Management tools (student, 
content, finance)

Assessments

Monitoring & Evaluation 0%

Certification 0%

School

Extra-curricular 
support/Tutoring

Digital content and/or teaching 
and learning tools 

Non-Digital content and/or 
teaching and learning tools

Teaching method/pedagogy

Teacher/principal training

8%

13%

9%

8%

13%15%

4%

8%

11%

11% 0%0%

Secondary offerings of sampled companies

Footnotes 16 Typically, customers and beneficiaries are the same when the enterprise’s offering is assessments. The data provided by a 
school or student assessment benefits the school leaders who have a clearer vision of their school’s status and can make 
informed improvements. However, even in this case, one could argue that the ultimate beneficiaries are students.

Secondary offering of current BoP education enterprises

Offering-specific challenges
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Education enterprises need to convince customers that the product or service they are offering meets 
their customers needs. These needs might include the needs of the beneficiaries, but often they do not 
match. Entrepreneurs thus face a complex process when showing they are creating value for all the 
stakeholders involved, as well as addressing long-term needs of the beneficiaries that the customers are 
unaware of.  

Challenge
Apart from the misalignment of entrepreneurs’, customers’ and beneficiaries’ problem statements, 
there are also issues with customers’ perceptions of quality in education offerings. Customers usually 
want better learning outcomes for students but perceive quality through visible factors that do not 
necessarily result in better outcomes, such as high teacher-to-pupil ratios, better infrastructure, a 
popular accreditation or individual books for students.

3 Value Creation

Customers' perceptions of quality

Value Creation

3

Enterprises

QP: Increased Students’ learning outcomes

Customer Indirect Beneficiary

End Beneficiary QP: Quality Perception

Students

QP: Ease of access

Students

QP: Have fun

Students

QP: Ease of use

Teachers

QP: Ease of use
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QP: Hand holding

Parents

QP: Increased Exam results

Private Schools

QP: Visible products & parent 
    perception

Government

QP: Large established 
    companies

Schools

QP: Complete cirriculum
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The education industry should put together a “learning outcomes” campaign to make customers more 
aware of what inputs and strategies most improve learning and how learning outcomes can and should 
be measured. The Centre for Civil Society is a promising example of how nationwide campaigns that 
promote awareness and focus on high-quality education outcomes and research-based decisions to drive 
these can make an impact on the education sector and purchasing decisions. 

Challenge
Great learning outcomes result in high customer satisfaction, which results in recurring revenues, but the 
connection is extremely delayed and disproportionate.  Revenues paid today reflect learning outcomes 
delivered from services a long time ago. This is then a valuable feedback mechanism for established companies 
only, since early stage companies do not have time on their side. Young enterprises struggle showing value add 
to learning outcomes quickly, as these are often measured once a year, or even less often. As such, there is a 
disconnect between improved learning outcomes and revenues.

Solutions
Create embedded assessments that measure specific learning outcomes tied to your product, however 
small they might be. These can provide evidence of improved learning outcomes within weeks or 
months, creating a feedback loop between outcomes and revenues that is much shorter. If that is 
impossible because the product is meant to develop soft skills over a long period of time, measure 
students/teacher/parent satisfaction, self-reported motivation, confidence, etc.

Entrepreneurs unable to show added value quickly

As a result, principals across both low and high fee schools strive for higher enrollments by installing new 
hardware, repainting the classrooms, or buying new uniforms. These activities have little direct impact 
on learning outcomes (Muralidharan, K. 2012), but the inputs are visible to parents, which builds a 
strong assumptive case for value. Government and CSR customers also seek out infrastructure and other 
tangible school interventions. The PAISA Report (2011) shows that expenditures on improving school 
facilities and infrastructure, improving teacher salaries and training, hiring more teachers to reduce 
pupil-teacher ratios, and expenditure on student benefits such as textbooks, and mid-day meals accounts 
for 90% of the SSA budget. (Muralidharan, K. 2012). As a result, entrepreneurs who want to deliver 
a product that has been proven to increase learning outcomes, but that does not show visible value to 
parents or government, have a hard time selling. However, in the long run, learning outcomes tend to 
be the main reason an enterprise is able to retain customers.

Solutions
This is a communication challenge that can be resolved through the following means. Individual 
entrepreneurs can educate customers on indicators that reliably identify high quality education. 
Furthermore entrepreneurs can explain research to customers about what truly impacts learning 
outcomes. This can be embedded in marketing campaigns as well. The important point is for customers 
to be exposed to information they can understand and that reliably indicates the quality of an education 
service or product.

3.2.1, a private-public partnership enterprise for delivering primary education to low-income students in Mumbai, 
noticed parents measure quality and appropriateness of a teacher’s methods through visible corollaries such as amount 
of homework, teacher-to-pupil ratios, individual books, painted classrooms or smart uniforms – inputs that have been 
shown to have very little to do with learning outcomes. 

Unique Perspective
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According to Naveen Kumar from Sudiksha, for example, the organization tells prospective parents of pre-K children 
that they groom children for K-12 school but once inside the classroom, they focus on offering the children the 
opportunity to happily learn for the sake of learning, rather than the sake of being promoted.

Educational Initiatives

An educational assessment and blended learning company started in 2001. They created ASSET (low-stakes, formative 
assessment test) and Mindspark (a leading adaptive learning solution for Math). Mindspark has a student base of over 
50,000. Having obtained investment from the CSF, they now also operate five Mindspark Centres where a blend of small 
group instruction is combined with the Mindspark software. The programme is in Hindi as it is targeted at children from 
Classes 1-8 from government and affordable private schools. 

Customers unable to quickly understand value proposition

For example, Butterfly Fields, a company that sells experiential learning kits to schools, conducts an assessment provided 
by themselves (or if the  school has opted for ASSET - by Educational Initiatives) at the start of their relationship with a 
school, then conducts the assessments at the end of the program. This ensures the schools and parents attached a tangible 
value to their products, ensuring they keep coming back.

Value Creation

3

Challenge
A related issue arises as companies predominantly indicate that they find it difficult to get customers and 
beneficiaries to quickly understand their company’s value proposition – this may be a direct effect of 
misaligned perceptions and thus a situation where entrepreneurs attempt to show a solution to a problem 
their customers do not think exists. Finally, monetary value for any education offering is intrinsically difficult 
to measure, resulting in either impact measurements being neglected (affecting sales and retention) or 
draining vast amounts of resources. 

Solutions
Companies can and should build an offering/product for their beneficiaries while pitching a communication 
message to the customers.  

Offering customers additional services that go the “extra mile”, or go above and beyond the offering 
they promised the customer, is a popular strategy amongst education entrepreneurs. Some provide 
extra teacher training, either out of necessity for the successful delivery of the offering or to provide 
a bonus benefit to illicit sales.  Others make learning “fun” to build in a novelty to their product and 
make it more attractive to children and parents as a learning tool – these rely on children and parents 
having some purchasing influence.  Other entrepreneurs build assessments into their solution to ensure 
learning is occurring and they can communicate that learning outcome to present and future customers. 
This extra-mile offering has a large impact on customer attraction and retention.

The "extra mile" offering

Unique Perspective

Unique Perspective
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4 Delivery

Channels of delivery

The most common way for BoP education enterprises to access customers and beneficiaries is through 
another business or entity (70%). Accessing customers through governmental agencies or directly is 
much less common (30%). As such, the most popular delivery channel is Business-to-Business (B2B) 
or Business to Business to Consumer (B2B2C), with a few companies operating through a Business to 
Consumer (B2C) model or a Business to Government (B2G) model. 

B2B is by far the most common and preferred 
method of reaching the end consumer. For 
example, Zaya, Learning Outcomes, Educational 
Initiatives, Butterfly Fields, eDreams Edusoft, and 
Edurite all deliver their products to the child by 
selling to (or through) schools. Since parents are 
effectively paying for most offerings indirectly 
through the school fees, this is more appropriately 
referred to as B2B2C. According to Sandhya 
Hegde, a partner at Khosla Impact, B2B is a 
preferred model because B2C is much harder to 
scale. It takes more capital and time to build one's 
own channel to parents instead of going through 

D
elivery

4
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schools who have existing relationships with parents and a ready delivery channel – the classroom. 
Hence, building a great network of schools as channel partners can be a source of competitive advantage 
to edtech startups if they can pull it off. Srikanth Iyer, co-founder of Edurite, a digital educational 
content creation company recently acquired by Pearson, also felt that B2B2C gives them the most 
leverage of any channel: using the institution to get to the end user is imperative. 

Challenge
B2B2C requires expertise in operations and sales to schools, which is deeply lacking in the sector.

Solutions
Strong networks can facilitate targeted hiring, accessing consultancies and hiring advisors with relevant 
skills. It is imperative that entrepreneurs actively seek to expand their network to enable them to leverage 
existing sector expertise and directly tap into existing relationships between schools and companies. 
Partnering with investors who can provide the needed technical assistance and network access is also a 
commonly cited solution to this issue. 
B2C tends to work better for a subset of education startups which focus on serving children outside of 
schools and who can target parents and children directly.

Challenge

Tutoring companies targeting parents directly seem to have the most success with the B2C model. It 
requires a complex network or marketing strategy of deep reach into the consumer segment. Edurite’s 
first big setback was in attempting a B2C model, which required reaching a mass audience very quickly. 
Partnering with a publisher with an existing massive sales team abated this setback

Solutions
Unless an entrepreneur is confident in its means to reach vast numbers of individual parents or children 
quickly, a B2C model should be discarded in favor of the more indirect B2B/B2B2C model.
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Engagement

Butterfly Fields

An educational activity based learning company that sells interactive science kits to schools. Having raised its first funding 
from Aavashkar in 2010, it now serves 110 private schools and 4,000 government schools by providing them with 
individual or group with curriculum-mapped science kits delivered to the schools monthly. 

D
elivery

4

Finally, the B2G channel, where a business sells to a government entity, yields quite polarized results. While 
some education enterprises have found the government process an excellent avenue to scale and impact, 
such as Educational Initiatives with the Gujarat Government and Butterfly Fields with the Government 
of Andhra Pradesh, others voice equally extreme frustrations, especially with regards to the tender process.

Challenge

Almost all entrepreneurs face barriers to entering the tender process. They often lack the minimum 
required project size and scope as well as the organizational capacity to jump through endless hoops.  
They are often forced to adopt a different offering from that which they had intended at the start.  Post-
tender, the B2G channel can be challenging in terms of payments and processes.

Solutions
Creating partnerships and strong networks, especially with strong links to the government, is a recurrent solution 
to this challenge. Hiring networked marketing teams is often helpful as well. Nevertheless, this delivery channel 
is recommended largely for later stage companies who have already successfully reached a sufficient number of 
customers and have the networks and the resources to engage with the long and complex government procedures. 

Challenge

In order to sell an educational product, a company must articulate the vision for their product combined 
with proof of its impact on learning outcomes, further combined with other factors important to the 
customer. Thus, the challenge with marketing and engagement is the enormous amount of sales 
resources required. Both cash and human resources are necessary to sell to the customer. Engaging with 
customers deeply and developing a rapport can be difficult and financially draining.

Solutions
Treating customers or beneficiaries as experts whose feedback and advice is sought during the pilot 
phase is a promising approach that makes financial sense. It engages potential customers and provides 
crucial feedback during a company's piloting phase all at once.  Rajeev Pathak from eDreams Edusoft 
points to the organisation’s early method of engagement with teachers as a key reason they have grown 
to their current scale. Right from inception, they partnered with dozens of schools in their product co-
creation program.  They engaged with teachers at schools prior to them making a sales pitch- during 
the R&D phase they asked for feedback and advice on improving their adaptive technology. Once they 
had engaged the teachers at an intellectual level, they felt the commercial sale was much easier because 
they had a key stakeholder’s voice on their side. Such R&D engagements are neither easy nor cheap, and 
require a wide network with existing touch points with customers and strong reputation.  

eDreams Edusoft, who are focusing entirely on sales as they move forward, believes that hiring a strongly 
networked sales team has been the key to their success and scale till date. Sharat Chandra from Butterfly 
Fields feels it is imperative to have feet on the ground and a large distribution network into schools since 
sales are primarily driven by word of mouth.  Some entrepreneurs went as far as to voice the necessity to 
budget at least 90% of company resources on marketing during peak sales periods.
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Edurite reflected on a point during startup stage at which they had a product that could finally impact 
the student, but at which point all their cash had been sunk in marketing, causing them to look for 
innovative methods of completing their marketing needs. 

This is not uncommon and sends entrepreneurs looking for networked partners with existing touch 
points with customers. Edurite decided to approach Macmillan to become a strategic sales partner, 
which was a win-win for both companies and extremely cost effective at a pivotal low point at Edurite. 
Varthana, who finances low-fee schools, hires relationship managers to monitor and support school 
needs because education is a “relationship business”. Again, creating and sustaining strong networks is
seen as the most important asset to overcome this challenge. However, early stage entrepreneurs often 
lack formalized relationships with schools and building those relationships can be debilitating for cash 
flow. Few entrepreneurs have been able to speed up the pace of the customer acquisition process or 
circumvent building an internal relationship team, but many try because lean and effective engagement 
is seen as a measure of success by both entrepreneurs and investors.

Challenge
Beyond marketing and communication, customer acquisition in the education space is often a long and 
arduous process, amplified by long sales cycles and decision making time periods revolving around the 
academic year – if one cycle is missed, entrepreneurs have to wait for up to one year to re-engage the 
customers during decision making time.

Solution
Create a product that isn’t dependent upon where in the curriculum a teacher is or where in the 
academic year the school is, or budget to expend 90% of company’s resources on marketing during the 
peak sales period (November to March). Lastly, make the company as lean as possible leading up to the 
first few sales cycles to enable a longer runway and enough capital to sustain the peak sales period.

Challenge
The cost of reaching schools does not become apparent until a school moves beyond the easily accessed 
customers.  Beyond the first layer of customers, the cost jumps up to communicate and match customer 
expectations.

Solution
Trusted marketplaces and aggregators can be used. They are most effective with a transparent ratings 
system that can be accessed by customers as well as service providers.
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Transaction Frequency
Companies tend to succeed most with a yearly 
contract that is recurring. Butterfly Fields, 
eDreamsSoft, and Edurite all depend on recurring 
contracts to ensure future revenues.  And while 
many schools are indeed funded by government, 
any sizable service done for government schools 
requires going through a tender process.

             Challenges
          Transactions are complex due to non- 
digital payment methods, and delayed or defaulted 
payments with little enforceable repercussions. 
Collecting payments is an issue and default rates 
are high as a company's reputation would suffer 
if, for example, it was to withdraw learning tools 
from children due to non-payment by the school.

             Solutions
          Use technology for transactions as much as 
possible. Most enterprises try to transact digitally 
through bank transfers or credit cards. However 
it becomes very difficult at the lower end of the 

BoP – only 25% of the companies dealing with parents of income levels below 10,000 INR/month 
transact digitally, compared to 100% of those dealing with parents of income levels above 10,000 INR/
month. A similar pattern emerges with schools – 66% of companies dealing with schools charging less 
than 10,000 INR/student/year transact digitally, compared to 79% of companies dealing with schools 
charging above that price point. Low technology penetration represents a major barrier to education 
companies’ transactions. When it isn’t possible to transact digitally, it is vital that special attention is 
paid to reduce the number of transaction steps and thus minimize corruption, defaulted payments and 
poor accounting

Finally, it is important to have clear repercussions for delayed and defaulted payments. While education 
companies risk their reputation when withdrawing learning tools from children, it is vital for their survival 
that they have repercussions for defaulted and delayed payments. These could be in the form of discounts 
and free trials for those customers who always pay on time – a clear negative consequence for those who do 
not, but presented as a bonus rather than a punishment. In the more serious cases of defaults, a company 
could increase the pricing model for future transactions and supplemental services with the same customer.

Transaction

D
elivery
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The majority of purchases in the education space are made in the form of monthly or yearly contracts 
– 62% of entrepreneurs transacted primarily at these frequencies. This finding was consistent with the 
2012 Edustars survey claiming that most startups tend to use monetization strategies that provide them 
with a constant flow of income, over a one-time payment model. As such, the initial earned contract is 
a key step in the journey for the education entrepreneur.

Governments, philanthropic funders such as CSR or NGO entities, and schools all transact primarily 
through monthly or yearly contracts. In order to scale, entrepreneurs rely on recurring revenue streams. 
eDreams Edusoft’s revenues are half their expenses per month today, and they felt that 3-year annually 
recurring contracts have helped them build a sound business model with high gross margin.  For 
parents, most purchases are made through the school. Therefore, increases in expenditures often come 
in the form of school fees.  Parents make the most ad hoc or one time purchases in the form of tutoring 
or devices, which schools do rarely.
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For schools in particular, the majority of contract-based purchasing decisions are made according to 
the price of the tool as a percentage of the student’s annual fees. Many companies quote their product 
charges as a price per child per year for this reason. Schools usually translate that price directly down to 
the students’ fees- marketing your pricing model this way has shown to be effective and simpler for the 
customer.

Supporting or servicing a product is as important in the education industry as any other service industry. 
Support makes an offering ‘sticky’, or difficult to let go of for customers, which leads to recurring 
revenues. Customer service is hugely important for education entrepreneurs to provide for this reason.  
In the long run, schools make recurring-purchasing decisions based upon learning outcomes and 
customer service. Measuring and communicating a product’s outcomes is imperative while supporting 
the customer’s needs at all times. Furthermore, education is a relationship-based industry, so continuous 
interaction and support is critical, as voiced by Butterfly Fields and Varthana both.  The tragedy of 
poor support service and engagement can be seen in the Educomp story and resonates with education 
customers still to this day.

Pricing

Support

Educomp

Educomp is one of the largest education companies in India. Founded in 1994, their main products include digital 
smartboards preloaded with curriculum-mapped content (SmartClass), computer labs set up in government schools in 
partnership with the government (EduReach) and a chain of private schools (Educomp Schools).  Educomp has attracted 
considerable attention with its continually falling down in the last 3 years.

Transaction method by customer type
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5 Enablers and Internal 
Investments

Key internal enablers and investments

As organizations determine where to invest their money internally, they must make difficult choices 
according to which enablers will have the greatest positive impact on the organization. Interestingly, the 
enablers where education startups invest the most money are sometimes quite different from those they 
believe are the most crucial to their success.

As the figure below shows, companies spend the most capital on human resources (HR), research and 
development (R&D) and operations – followed closely by marketing, academics and IT skills. However, 
despite HR being the most expensive endeavor, HR was the 6th most important enabler. Conversely, 
while impact evaluations were deemed as the 3rd most important enabler, not one company reported 
impact evaluations as one of the top 3 areas it spends money on. 

Resources, Capacities, Activities, Competencies and Capabilities
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companies spend 
most money
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Human Resources

Challenge
The HR and talent ceiling is clearly an enormous challenge. LGT Venture Philanthropy reports 
finding a co-founder with complimentary skills and a core management team is difficult.. CSF believes 
talented people are not joining or continuing efforts in education enterprises because of the financial 
opportunity cost. 

Neil DSouza from Zaya felt that their biggest challenge is in finding people who are patient, skilled 
and mission aligned with the company. Sandhya Hegde of Khosla Impact suggests that due to the 
unorganized history of the education sector, very few experienced managers and talented leaders can be 
found to scale emerging businesses. This talent deficit results in a steep learning curve for new entrants 
coming in with big ideas and commercial expectations.

Solution
HR is a common struggle across the social enterprise sector throughout India that is not limited to 
education, despite the talented enterprising few. However, some strategies have shown success such as 
implementing an HR referral system to source skilled people from existing networks. Furthermore, an 
exhaustive in-house rubric can be used to assess candidates. A rubric helps all interviewers standardize 
on both company culture expectations as well as a job description. Lastly, agreeing upon a path to 
promotion and increased responsibility gives the employee a light at the end of the tunnel to look 
forward to when things get tough. 

Central Square Foundation (CSF)

A philanthropic fund focused on low cost education solutions. Founded in 2011, their portfolio currently includes:
•  Akanksha – Network of 15 high performing schools in Mumbai and Pune
•  3.2.1 – New network of English medium schools in Mumbai
•  ASER Centre – Capacity building workshops for education officials
• Centre for Civil Society  – Platform for information and updates on the RTE Act
• Educational Initiatives  – Blended learning centres for Maths and Hindi in Delhi
• India School Leadership Institute  – Training existing and aspiring principals
• INDUS Action – Effective implementation of the 25% reservation in private schools

Zaya

Zaya is non-profit/for-profit hybrid organisation that establishes learning labs in existing schools or after-schools centers 
which offer personalised education for children at the base of the pyramid. They leverage technology and facilitators to 
achieve this. They currently run two projects in India, with others in Indonesia and Mongolia. 
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Challenge
Beyond talent, capital-intensive resources present tough choices to education enterprise teams: how to 
create the right bundles of hardware and software offerings and how to get the right product-to-learner 
ratio for the necessary price point are complex challenges.   Since customers often search for tangible 
products to display in their schools, entrepreneurs often feel compelled to bundle their product with 
hardware, which can increase costs significantly. It’s a trade-off of affordability for visible flare.  In 
an effort to offset the cost of resource bundles, entrepreneurs experiment and conduct R&D around 
different resource ratios per child, but face numerous challenges in acceptance.  In Escuela Nueva's cost 
effective model of group learning, 1 book is shared among 3 children; however, according to Deepti 
Doshi, this posed a challenge in low fee schools in Hyderabad because parents expectations were that 
each child should have their own textbooks.

Solution
There is an opportunity to bundle the right resources at the right ratio to meet both desires and cost 
constraints of customers. The key processes that entrepreneurs build into their companies involve both 
designing varied versions of their products to allow customers to pick and choose what makes the most 
sense for their needs, and using assessments as a tool to analyze the value added of all their versions. 
Edurite speaks of bite sizing their content from the standard “book” down to small modules, which was 
a disruptive innovation at the time that allowed them to reach a diverse customer base.

Challenge
As education enterprises grow, certain capabilities are needed in order to enable appropriate and 
intelligent growth. Comprehensive marketplace knowledge, for example, is severely lacking, as expressed 
by Vishal Mehta of Lok Capital, a domestic impact investment fund. Business acumen on how to scale 
a company is also lacking in the sector. LGT Venture Philanthropy stated that finding an entrepreneur 
who can raise capital is not nearly as difficult as finding a management team to grow the company. 
Support in sales and scale are missing.

Escuela Nueva

A community-based school and teaching model from Colombia, winner of the 2013 WISE Prize for Education. The 
organisation tried to launch their model in Hyderabad in 2008 but shut down operations in India shortly thereafter. 

Edurite

Established in 2000, Edurite is an digital educational content creation company recently acquired by Pearson. They sell 
products to individual parents and schools, including CDs, DVDs, and other digital and non-digital content aligned with 
various curricula. 

Technology, Research & Development

Capabilities & Competencies

Enablers and Internal Investm
ents

5
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Solution
It’s valuable to have a standard operating procedure in place during the growth stage. Implementing 
technological resource management tools such as CRMs, ERPs, and HRMs keep a rapidly growing 
team on the same page and at the same pace. They enable the company to maintain quality as well.

The most crucial enablers for edupreneurs depend greatly upon the type of business model with which 
they operate. Most commonly, those operating B2B or B2B2C business models reported R&D and 
Sales teams as the most crucial enablers for success. 

External enablers

Market Forces

Many education entrepreneurs and investors use external partners and suppliers to support their 
efforts. The enabler that is most instrumental and most desired is a networked person or a network that 
facilitates collaboration. The biggest gap between used and desired enablers was technical assistance and 
impact measurement companies, as depicted. NGOs are abundantly available as resources.
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Research and Development
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Most wished for 
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Most used 
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Technology Penetration
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and categorize organisations 
working in your domain

Publishers

Networked people

Technical assistance

Impact measurement 
companies

Assessment companies
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Edupreneurs voicing need

Most used vs most wished-for external enablers

Case Study Example: Michael & Susan Dell Foundation

Michael & Susan Dell Foundation uses high quality third party assessments by agencies like  Educational 
Initiatives to measure their portfolio programs impact. If they’re serious about a school chain, they’ll even assess 
the impact on learning levels pre-investment.

Michael and Susan Dell Foundation

The Delhi office of Dell family foundation opened in 2006 and has focused on urban education in 15 major cities. 
They currently fund scalable academic support programs for teachers to engage students of all levels, integrated 
school excellence programs and partners who carry out data assessment and evaluation, such as Educational 
Initiatives and Learning Links.  

Enablers and Internal Investm
ents

5
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Case Study Example: Edurite

Publishers are also a critical partner to attain that enables connections to schools. When Edurite partnered with 
Macmillan and used their sales team as a lead generation sales team for them for a success-based revenue share, they 
hit on an underutilized platform existing already.  This was a non-competitive scenario since Macmillan was only 
selling books at the time- a win-win situation.  Publishers make up enormous market share compared to all startup 
education enterprises combined- often their diverse offerings do not directly compete with books.  

Technical Assistance & Networks

Challenge
Technical assistance and network connections from hands-on investors and advisors are critical to a 
young enterprise’s growth. Access is difficult however, due to high costs and limited options.

Solution
Choose your investor wisely. Some investors are very hands on, or bring on advisors and consultants 
who can perform hands on support and offer access to networks. The hands-on investors can have a 
major impact on the potential for success of the entrepreneur.

Challenge
There is little collaboration across various education providers covering pedagogy, content, product 
development, distribution, and sales.  This is a concern because in-house resources are costly and 
challenging to build in solitude.   Though partnerships would be a clear avenue to solving this problem, 
a limited number of platforms provide sharing resources.  Furthermore, partnering on aspects such as 
sales is impossible for competing companies. One key aspect of the need for platforms is the provision 
of access to customers in a non-transaction setting.  According to CSF and Dell family foundation, there 
is a huge need for fertile pilots and trial grounds to test new product innovations. 

Solution
Grey Matters Capital has been cited as a useful platform to showcase products to affordable private

Rajat Dhariwal from MadRatGames reported their investors are extremely active in supporting their company needs, as 
most of their investors are prior entrepreneurs. ResponsAbility has an active fund with an adjacent technical assistance fund 
from the Swiss development bank. Lok Capital has commitments from their Limited Partners to support technical assistance 
for their portfolio companies.  LGT Venture Philanthropy works with Dalberg to support each portfolio organization as 
much as possible. Butterfly Fields reported the investment from Aavishkaar was very hands on and supportive. 

MadRatGames

Create learning games, board games, card games and puzzles. After targeting schools as their main customers for 
the two years of their existence - and reaching 24,000 schools in 2013 – they now also offer their games through 
online retail.

Aggregators

Unique Perspective
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Several entrepreneurs worry that RTE’s 25% reservations of seats for “backwards or scheduled caste children” are playing a 
bigger part in disabling discretionary spending by affordable private schools instead of enabling access for BoP consumers 
to high quality education.  Meanwhile, LGT Venture Philanthropy is concerned that regulation around the core delivery 
of education forces providers to the periphery of education, thus forcing a narrow pipeline for venture capital investment. 
Indeed, entrepreneurs tend to focus on extra-curricular offerings (rather than curriculum dependent or RTE dependent 
ones) or on supplementary tools to avoid dealing with the RTE.

schools in the south of India in the past. Unfortunately, there is little else. Collaboration platforms are 
missing, causing many entrepreneurs to work in silos, as stated by LGT Venture Philanthropy. From a 
sales perspective, it would be extremely useful for startups to rely upon an existing sales team that could 
pitch numerous non-competitive products to customers. Getting a stamp of credibility from a well-
known or branded association can enhance the perception of the product and company in the market. 
Gaurav Singh from 3.2.1 claims their association with CSF added a stamp of credibility for them as a 
young start up school chain. 

Certain environmental factors in India today influence the growth of a new education company.  
Non-market social and political forces have a huge impact, especially from a legal perspective, on BoP 
education enterprises.

Challenge
Regulations, salary mandates, the 6th day commission and the Right to Education Act (RTE) are the 
centerpieces of non-market forces. The competitive nature of public and private education actors make 
it tough for policy change to occur. RTE poses significant challenges in acquiring real estate, building 
schools, and spending on service providers. It is perceived as creating a disincentive for schools to serve 
the BoP market. Furthermore, there are budgetary constraints on how schools can spend their money 
on service providers.

Prachi Jain Windlass from Michael & Susan Dell Foundation thinks there is a lack of coordinated data 
and coordinated voices speaking up for the needs of education entrepreneurs to succeed in their vision.

Solution
Organizations such as NISA are taking the first step towards representing issues in a coordinated 
manner, but there is still very little to support a decentralized and uncoordinated sector. Entrepreneurs 
tend to focus on extra-curricular offerings (rather than curriculum dependent or RTE dependent) 
or on supplementary tools to avoid dealing with the RTE. Furthermore, the potential of innovative 
PPP (Public-Private Partnership) solutions like charter schools pose an exciting opportunity towards 
collaboration between players on either side of the regulations table.

Non-Market Forces

RTE

Enablers and Internal Investm
ents
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Entity Type & Legal Restrictions

Legal structure of surveyed companies

For profit

For profit/non 
profit hybrid

Non profit

30%

55%

15%

A majority of education entrepreneurs 
surveyed operate for pro�t companies 
(55%) while about a third operate 
non-pro�ts (30%) and the least operate 
a hybrid combination of a for-pro�t and 
a non-pro�t both (15%).

Channels of delivery for various legal structures

Hybrid

Non profit

For profit

B2B/
B2B2C

B2C

B2G

0 2 4 6 8 10 12

Those companies running hybrid business types are more likely to offer B2C products while those 
running for profits focus almost entirely on the B2B play.

Challenge
One critical non-market area where education entrepreneurs must innovate is when choosing their 
entity type.  First, schools are mandated by the government to be set up as trusts while service providers 
can be set up as private companies. Limiting schools to the Trust entity makes it difficult for them to 
access profits. Service providers are given more freedom with entity type, and can take profits out of 
the company if they choose. From a fundraising standpoint, these legal limitations make it even more 
prohibitive for investors to invest the right capital instrument (debt, grants, equity, etc.) into the right 
company type.

Solution
Entrepreneurs can take the route of 3.2.1 and legally structure the company as a non-profit while operating on a 
model of a private sector business, which receives revenue from parents. Companies could also take the route of 
setting up a Section 25 to receive grant funding for capacity building and growth, while operating a separate private 
limited company that can make revenues and profits.  Or, they can take the EI approach and set up as a private limited 
and receive philanthropic funding in the form of revenues from a service contract. 
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Technology climate

Enablers and Internal Investm
ents

5

The critical lesson here is not to try to switch methodologies, but to choose the approach and to 
structure the entity or entities most reasonably for capital and cash flow needs of the company.

Key Observation
Moving from taking grants to offering equity is viable with the right entity type and a clear private sector 
model, but that’s a tough switch for a startup to make.

Recommendation
Enterprises need support in the ecosystem to access more service contracts from donors and more 
support when choosing the entity type that is right for them. 

Challenge
The external force of technology penetration, particularly in homes and schools, can be a major enabler 
as well as a challenge. Both in terms of hardware and connectivity, this is especially tough for those 
companies relying upon existing hardware in schools or in children’s hands to succeed. In today’s 
technology climate, a majority of schools in India have access to some computational device, whether it 
be a mobile phone, a computer, or a smartboard. Many are not connected to the internet, however, and 
most do not feel comfortable opening up internet access to their students.

Solution
Develop solutions for your customer’s technological capacities today, with a plan or roadmap to how 
you will serve them in the future. Make sure you can always edit your offering to ensure it meets the 
current needs of your customers and beneficiaries. 
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6 Returns

An important aspect of a startup’s business model is how and where it will garner returns for deploying 
its offerings.

Challenge
An entrepreneur must be diligent about building models for pricing, revenues, margins and cash flow for 
the low-income demographic primarily because of the heightened price inflexibility within this segment. 

Solution
Enterprises such as Zaya are trying to build pricing models that are market-driven as opposed to 
cost-driven for this segment of customers. Edurite had to mask the price of the software content they 
built inside the bundled cost of the hardware tool so that customers didn’t question why they were 
charging as much as they needed to. Many edupreneurs report selling their product to higher income 
demographics than the BoP they had intended to target, which allows them to then use those profits to 
cross subsidize their BoP focused efforts.

Company Economics & Pricing

Price Sensitivity

R
eturns
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Enterprises
Customer Indirect Beneficiary

End Beneficiary

Students StudentsStudents

Schools

Teachers Teachers

Parents GovernmentPrivate Schools

Typically not involved in financial transactions
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Origin of cash flow by companies’ primary offering

Thin margins & recurring revenue streams

Challenge
Revenues tend to come in extremely slow, especially when compared to the costs of goods. Furthermore, 
margins typically are thin or negative for an education entrepreneur.  Recurring revenue streams are 
necessary but hard to obtain.

Solution
In order to survive, entrepreneurs rely on recurring revenue streams from their target customer. Revenues 
are low and margins very narrow in affordable schools. So to build a large, significant business that can 
sustain itself, a start up must scale to hundreds and thousands of centers which is a very significant 
operating challenge. There isn't much room for error. 
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Slow Cash

Challenge
As with revenues, cash in this segment comes in slow and unreliably. Entrepreneurs face the challenge 
of late or defaulted payments with little repercussion.  From the point of view of the entrepreneur, their 
impact and reputation would be jeopardized by revoking learning tools from children.  In general, the 
sector is fairly slow when it comes to accounts receivable.  

The below graph shows average default rates on payments for surveyed edupreneurs.

13%

6%
19%

56%

6%

Transaction Frequency

Several times a week

Once a month

Once a year

At point of sale only

Buying patterns are 
variable, increase 
towards exam times

13%

20% 14%

13%

20%

20%

Default rates

0-5%

6-20%

21-30%

31-40%

> 41%

Unknown

Solutions
Cash tends to move much faster upmarket with higher income customers, both in their ability to grasp 
the value of the product or service and in their payment speed. Of the edupreneurs surveyed, over 
half sell their offering to higher income strata to enable cash flow to subsidize their downstream lower 
income demographic sales.

R
eturns
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Growth

Investors in education are measuring unit economics and company growth, but often are less concerned 
with IRR.  Lok Capital examines month-to-month metrics for 1-2 years and unit level economics. 
Furthermore, many investors look at sales cycles and the sales scalability of the company, since this 
business is so dependent upon sales. 

Challenge
It is neither possible nor useful to put all education startups against the same measuring stick. Anand 
Chandani from ResponsAbility felt strongly that each company is different, and depending upon stage 
and team and sector, the metrics used to measure the KPIs of the company would be different. Sandhya 
Hegde of Khosla Impact agreed that relying on IRR calculations doesn't make sense at the early stages 
of a business because the degree of uncertainty is just too high to accurately estimate IRR. “It will either 
work or it won't, that’s the bet you’re taking.”

Solution
Impact indicators in the education sector overlap with commercial metrics. For example, learning 
outcomes could be considered both a commercial metric and an impact indicator to inform improvement, 

Learning Outcomes

A young startup measuring the impact of products and services inside schools. It developed the Outcomes 
Measured tool for teachers to track the progress of their students, allowing both teachers and schools to understand 
their students better and help them improve. It sells the tool and provides support to schools in the higher-end of 
the BoP market. 

The most common metric being measured by BoP edupreneurs is learning outcomes. Outcomes are 
measured as a tool for product innovation, marketing to customers, and displaying capability to investors. 

Key performance indicators to measure returns

Impact and Learning outcome indicators

Challenge
There is a dearth of affordable learning outcome assessment companies and impact measurement 
companies available to BoP education entrepreneurs in the market today.

Solution
Ventures such as eDreams Edusoft take impact measurement very seriously, looking at student grades 
before and after their product Funtoot has been implemented, ensuring they have improved. Companies 
such as Educational Initiatives, Dalberg, Policy Innovations, Parthenon Group, JPAL and Learning 
Outcomes have sprung up to offer assessments and measurement as an add on service to service providers 
or government entities. A few companies are even courageous enough to suggest their customer should 
not pay unless learning outcomes have been positively impacted! This is a risky method, but one that 
can increase sales conversion rates and build trust.  Lastly, all entrepreneurs stated parent and teacher 
feedback was valued as an internal tool to gauge their own value add. This may or may not directly 
reflect learning outcomes. 
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Case Study Example: Khosla Impact

Khosla Impact views impact measurement differently. Their team considers customer satisfaction the best 
determinant of future revenue success and impact. When a customer is desperately looking for a product, adopts 
it and keeps coming back – that's the only indisputable truth an entrepreneur can rely on. Customer satisfaction 
is an honest metric that works everywhere and not a framework being imposed upon the enterprise by potentially 
misguided investors and donors.

R
eturns

6

decision-making, and messaging. Learning Outcomes’ (the company)  mission is to measure, and they 
state, “Unless you measure, you will not improve.” 



52

B
oP Edu M

arket Study



53

7 Investing in BoP Edu

Who is investing?

Government, foundations, angel groups, and global and domestic impact investors all take a keen 
interest in BoP education enterprise. However, following an increased excitement from other sectors in 
the impact space, the buzz around making impact investments sets expectations high.  This is especially 
difficult when education is compared alongside these other sectors such as energy or health, which have 
much more appetizing commercial stories and face much less regulation. Furthermore, other sectors are 
able to conduct impact assessments that are much more straightforward than in education.

Challenge
Education requires much more patient capital than other sectors might, with slow growth and thin 
margins at the start, requiring a longer runway period than other sectors. The slow and steady growth 
that is inherent inside most education enterprises can be unappetizing to many venture capitalists 
because lower-risk-slower-return models do not play out well for their near-term internal metrics.  
Furthermore, due to failed early attempts at Indian education technology companies like Educomp, 
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Teachers Teachers

Parents GovernmentPrivate Schools
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Therefore, investors divide across their preferences for impact or commercial success, which leads to different business 
model preferences, such as the government as a customer versus the private schools as a customer.  While some invest in 
search of impact and others in search of viable revenue models, both seek solutions for the disconnect between impact and 
commercial success.

What are the investment values and approach?

many investors have become cautious with innovative education solutions that have yet to show retained 
scale and outcomes.

Solution
The potential impact a successful education company can have on a nation in the long run is much 
greater and more sustained than other sectors, however. Given the complexities of investing in this 
nascent sector, it’s encouraging to see so many investors take a keen interest, set aside specific funds to 
invest and attend pitch events specific to BoP education.

If one had to summarize the sentiment of investors looking at BoP education opportunities, it would 
be “grow fast, grow well”.  Investors are looking for entrepreneurs who can demonstrate a growth story 
that does not sacrifice the quality of the offering and which also produces long-term positive rewards to 
beneficiaries.

Investors typically bring a thesis to the table while searching for an incredible  entrepreneurial team to 
come to the best possible deal. Certain investors look first for companies that “fill a gap” in the market, 
while others look to the potential of the model and team before worrying about the problem they are 
solving. CSF, Khosla Impact, and ResponsAbility are all “team driven” investors (they have surveyed the 
landscape thoroughly to determine opportunities though).

Assessed learning outcomes are important values to many philanthropic and commercial investors 
such as Michael & Susan Dell Foundation and LGT Venture Philanthropy.  Scale and growth should 
complement learning outcomes according to Lok Capital, ResponsAbility, Khosla Impact, and most 
other investors surveyed. CSF seeks a growth story more through focusing on cost per child rather 
than financial returns, expecting good ideas to emerge at small scale that can be extrapolated to larger 
(government or private) models for impact.

The biggest challenge in impact investing in education is that impact and revenues are disjointed, both 
in terms of timing and value creation.  The need and capacity to pay at the BoP level are disconnected 
across sectors, but extreme in education because of the unique customer & beneficiary dynamic found 
when a child is the end user.   

Entrepreneurs and investors both voice many concerns about the limitations for investors. Entrepreneurs 
can feel pushed towards upstream market opportunities, away from capital-intensive models, and put 
on hold because of an aversion towards understanding and circumventing RTE.  Both groups seek 
more opportunities for seed stage capital to get early stage entrepreneurs to the point where they have 
a piloted product or to bridge the gap for ideas to mature to the point where investors can invest with 
their already very ‘patient’ capital.  Because of the small sweet spot where commercial and impact success 
align, there are not enough differentiated investors available to support companies to a point at which they 
can access traditional sources of capital. 

Unique Perspective
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According to Namita Dalmia from CSF, the foundation takes an extreme approach to their hands-on investments, 
supporting entrepreneurs by thinking through solutions to RTE's 25% reserved seats and analyzing the scalability with the 
company through on going in depth field visits. 

Lok Capital, for example, felt the best method of achieving impact is by building and running a school, but for a financial 
investor like themselves, the potentially low financial returns make them uncomfortable. While they provide technical 
assistance to entrepreneurs to do projects that could not afford to do otherwise, Lok Capital invests along the periphery and 
not in core schools, referencing the fact that none of the NISA schools had been funded by investors. 

LGT Venture Philanthropy, which invests in both for profit and nonprofit models, also voiced that solutions are too capital 
intensive to start a chain of schools as well.   While many investors are reaching out into unchartered territory, there is still 
a large gap between where impact- leaning funds and financial-leaning funds feel comfortable with commercial returns.

What are the challenges in deploying capital?

Cost of capital

There are some exceptions, however. 

While investors recognize the need for capital in the education sector, the opportunity cost of removing 
capital from other rapid growth sectors and deploying it in education can be prohibitive. Building a 
separate fund or allocating capital specifically to the education sector would be valuable to investors who 
are serious about education.

Meanwhile, the cost of research and development is also hugely prohibitive and conflicts with rapid 
growth. R&D is imperative to long-term success and in turn, growth though. Companies like eDreams 
Edusoft felt the time spent on R&D was irreplaceable and a direct influencer to their current scaled 
status. However, they also admit it is an expensive endeavor, and one has to have strong conviction to 
continue to spend on R&D to help build a disruptive technology product for education. Most investors 
feel there is too much money spent on R&D while most venture philanthropists feel there is too little. 

Lok Capital stated that grant funding makes sense where margins are slim, as in affordable private K-12, 
but that it’s a tricky instrument to get right. 

Entrepreneurs who start out with a non-profit operating model and attempt to jump into a for-profit 
model struggle to make the transition in the business model. Michael & Susan Dell Foundation 
invested in private sector non-profit models, hoping they would transition to for-profit models and go 

Type of capital

In weighing opinions of what types of capital is necessary to ensure entrepreneurs get access to the capital they need most, 
investors commonly voiced the greatest need is grants, second greatest equity, and the smallest need for debt, since most 
companies don’t get to the stage of needing working capital. 
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to scale, but found that most companies could not make the leap. ResponsAbility suggested that certain 
companies may require grant funding at early stages to allow for rapid prototyping of their model. 

Almost all investors and entrepreneurs voiced a gap in early stage small deal size capital. This situation 
is inhibiting pipeline for almost all the investors spoken with.

Given the nature of education, the small number of solutions steeped in well-researched innovations, 
and the huge potential for impact a company can have on children nation wide, the lack of early stage 
investments in education is a gap that must be plugged immediately.

Some guiding steps for early stage entrepreneurs:

Speak the language of investors - Have numbers for unit economics, cash flow/burn, growth plan 
with cash needs to get there & measurement of impact.
Prove your worth - Prioritize achieving a proof of concept to show potential investors - likelihood of   
investment increases significantly with a POC (in the form of unit economics, demand for offering, or  
design acceptance)
Know your customer- Show both market research as well as direct conversations with your customers 
voicing the challenge you are solving for and willingness to pay for your solution
Find a partner, not a cash cow-  Find a good partner in your investors for the financial services as well 
as for the non-financial services such as network, advice and experience
Align with your investor-  Don’t settle for an investor whose values and expectations do not align with 
your own. It will hurt in the long run.
Show your uniqueness- Ask others and focus in on what is unique about you, your team and your 
offering.
Do your research- There’s enough evidence and data accessible to you.
Get help- Plenty of people, advisors, mentors, and experienced entrepreneurs are out there willing to 
help. Ask for help if and when you need it.
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For profit models should be receiving more philanthropic capital so that they 
can stay true to their vision without changing their business model and without 
hurting future valuation.

Stage of capital

Lok Capital has ended up doing small deals out of a necessity (under $1M) but they can’t sustain those deals much longer. 
Lok Capital stated most investors gravitate towards the growth stage investments, and prefer to see a working model prior 
to making an investment. 

Unique Perspective
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GIZ and Perspectful built this report in collaboration to advance knowledge about private sector BoP 
education. Working efficiently, effectively and in a spirit of partnership, Deutsche Gesellschaft für 
Internationale Zusammenarbeit (GIZ) GmbH supports people and societies in developing, transition 
and industrialised countries in shaping their own futures and improving living conditions. Established 
on 1 January 2011, it brings together under one roof the long- standing expertise of the Deutscher 
Entwicklungsdienst (DED) gGmbH (German Development Service), the Deutsche Gesellschaft für 
Technis- che Zusammenarbeit (GTZ) GmbH and InWEnt – Capacity Building International, Germany. 
As a federally owned enterprise, GIZ supports the German Government in achieving its objectives in 
the field of international cooperation for sustainable development. In India, GIZ works in the field of 
Sustainable Economic Development, Energy and Environment.

By aligning and mobilizing capital, mentorship, strategic thinking, a deep network in education, and 
vast international ties, Perspectful offers tailored, high quality support for education ventures and 
investors. The goal is to set both investors and entrepreneurs up for great successes by bridging the gap 
within venture capital for the education space in India. We work with eager investors as experts-in-house 
supporting them to find the best, most aligned entrepreneurs out there. We also continue our work by 
supporting those entrepreneurs to reach scale and sustainability with the shortest, clearest path possible. 
Perspectful is committed to supporting the education ecosystem in India to access more children and 
have greater sustained impact. 

Perspectful website: 
www.perspectful.com 

Shabnam Aggarwal can be contacted at:
E: shabnam@perspectful.com 
T: +919811416850
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