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ABSTRACT

THE PUBLIC SECTOR'S EXPERIENCE AND RESPONSE TO PRIRE COMPETITION:

THE CASE OF NEPAL

Priyadarshani Joshi

Emily Hannum

Private schools have become a mainstay in develamuntries. The private market
share in primary education in low-income counthas nearly doubled from 12% in 1990 to 22%
in 2010 (World Bank, 2013)There is a long-running debate amongst academidshe policy
community about how increased choice, through ehavbucher, or private schools, will affect
the education system. School choice advocates eRgter parental satisfaction through choice
and improvements in public schooling through contioet Skeptics are concerned about the loss
of shared citizenship and the potential for furtsteatification as the government reduces its
provider role in education. Despite the fact thathtadvocates and skeptics have focused many
of their arguments on the potential impact of chaa the public school system, these
consequences remain largely uninvestigated in dpugy countries. In the dissertation, | provide
the first comprehensive analysis of how competifrom private schools affects public schools
in a developing South Asian country: Nepal. | mélae mixed methods approach to analyze a
unigue competition- focused dataset compiled fretaresive primary and secondary data
collection. | find no evidence to suggest that pubthools in Nepal have improved as result of
private competition. However, there is a recengswf quasi-private policies being implemented
by public schools. | show that the key obstaclasfarovement include not only well-known

factors such as bureaucratic rigidities and finalnmonstraints, but also lesser-recognized

! The World Bank low-income group definition incluti@6 countries in 2013.
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impediments such as direct political interferencéhe education sector and stigmatization of
public schooling. In conclusion, the historical Bs& of the Nepal context suggests that private
competition is unlikely to automatically induce fialschool improvements in developing
countries. However, the emergence of quasi-pripateies in public schools suggests that
competitive pressures coupled with accountabifibentives can affect public school behavior.
Thus, choice systems need to include well-time@dawci@bility mechanisms and targeted

financial and leadership supports to have an engyroductive impact on public schools.
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CHAPTER 1

INTRODUCTION

School choice is arguably the most influential érelmost debated reform effort of the
past two decades. In this period, choice has edalvéhe United States from a primarily
conservative, academic cause to a mainstreama@olaicure bureaucratic ills and empower
parents (Chubb and Moe, 1990; Friedman, 1962; Inskieand Weitzel, 2010; Witte, 2000). In
developing countries, international developmentrn@as and national governments have put
forth privatization as a means to supplement ajtinglic school systems that have poor learning
guality and limited financing and governance cajpei The recent rise in prominence of a low-
fee private sector that caters to the poor in dgpref Asia and Africa has added another
dimension to the debate (Srivastava and Walfor@828rivastava, 2013). Some pro-private
advocates have gone so far as to argue that tlergoent should stop providing education,
since low-fee private schools are besting the gowent on both equity and cost efficiency
fronts. In spite of the growth in schooling optipakeptics have raised concerns over the
potential for increased stratification of socidtyough school choice, the loss of shared
citizenship with the reduced government role incadion, and the shift of policy focus away
from other problems in education quality (Carndy91; Hsieh and Urquiola, 2006).

How do public schools respond to growth in choicerivatization? This question is
critical to address, because a key justificatianritroducing choice in many settings was the
assumption that competition would motivate erstevhilonopolistic public schools to improve to
attract students (Chubb and Moe, 1990). As a reswompetitive environment should improve
the quality of learning for the students who caméitio study in public schools. Skeptics of
public sector reform claims point to the difficultyincentivizing public school reform due to

existing bureaucratic inflexibilities, lack of resaes, and the difficulty in motivating personnel



(Ni and Arsen, 2010). In spite of the centralitytloé public sector improvement hypothesis in
the choice argument, the investigation of whethdslip schools improve or not seems to have
gotten lost in the shuffle. In the United Statég, tesearch on competitive effects is primarily
limited to contrasting the outcomes of public sdedbat face different levels of competition
(Betts, 2009; Ni and Arsen, 2010). Recent resesyotheses have called for more in-depth
investigations into local education markets to ustéd how competition is experienced and
what policies or accountability pressures appeandke a difference in improving public
schools (Lubienski and Weitzel, 2010). This strahdhoice research is virtually nonexistent in
the developing country literature, despite thedapowth in the private sector.

This study is the first investigation to performm@mprehensive analysis of the
implications of school choice for the public schegétem in a low-income country: Nepal. |
frame the impact of competition as a series oflimieed processes that require public schools to
first experience competition, then respond with petition-induced changes, which may
eventually lead to improvements in school outcorfiésough the analysis, | provide insights
into the diversity of historical and current exjpeices of competition, and the possibilities and
constraints that public school leaders face whaponding to competition. To undertake these
analyses, | conducted competition-focused prin@paleys in selected high privatization
districts, and combined the primary data with taganal and district records on education
indicators, user fees, and school outcomes. | partpuantitative analysis of the linkages
between competition and school responses and oe&atilizing multivariate analysis (OLS,
logistic, fixed and random effects, 1V estimatiohfomplement these analyses with in-depth
qualitative investigations of the experience of petition and the barriers to competition
utilizing interview data collected from nationalstlict and local level education officials, school
principals and parents.

My research addresses four research questions:

2



1. How do public schools experience private competiio
2. What are public schools doing in order to respancimpetition?
3. What are the factors that mediate how public schregpond to competition?
4. How are public school actions and their experiesfaompetition linked with their
outcomes?
Dissertation Outline

The dissertation is organized as follows. In Chaptd review the literature on the
impact of competition on the public sector by dsging the theoretical expectations and
empirical findings on public school responses,féators that mediate public school responses,
and the outcome effects on public schools that liégie competition. In Chapter 3, | present my
conceptual framework and research questions. IIp&hd, | discuss the national context, and
the data and methodology followed for the analyggesent the main findings of the
dissertation in Chapters 5 through 8, and highlightkey findings from the research questions
below. Chapter 9 concludes with a summary of thdifigs, policy implications, and an outline
of areas for further research. The policy discussighlights the need for better targeting of
currently available finances and mobilizing morendstic resources, and describes the
circumstances required for public schools to pragaty compete despite unfavorable political
climates.

Research Question 1: How do Public Schools Experiea Private Competition?

To answer this question, | analyze both the hisab@and current experiences with
privatization, and the principals’ subjective opmé on competition. In the early phase of
privatization (1980s), public schools and privatkals alike were witnessing growing
enroliments due to high fertility rates, growingoptations, and mass education expansion. The
main impact of competition on public schools in daely phase was the flight of higher SES

students and influx of lower SES students. In regears, public schools in urban areas have
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begun facing enrollment decline as a larger prapoef lower SES students have begun
switching to the growing private sector. In recgedrs, competitive pressures on public schools
grown as new accountability mechanisms now linklipigzhool financing to public school
enroliment. Public schools that cannot maintairolment may be compelled to close down or
merge with other schools in the future. Despitedgitoaving presence of private schools, not all
public schools mention private schools as competitvhen asked to list competing schools.
Even in such a competitive climate, some publimstdmay not consider private schools as
competition because they may believe that theyt exigarallel systems, governed by different
motivations and regulations, or that private schala not really provide better quality.
Research Question 2: What are Public Schools doing order to Respond to Competition?

My work suggests that public schools are primaelyponding to growing competition
by mirroring policies that make private schools enattractive to parents. These strategies
include transitioning from Nepali to English mediwfinstruction, providing extra tuition
classes for the high-stakes examination resultsjraproving uniforms by requiring ties and
belts. Importantly, schools that had principals wimentioned private schools as competition
were significantly more likely to have attemptediguprivate policy changes than schools with
principals who did not mention private schools asgetition. Despite the lack of public school
improvements in the past, there may be room foreroptimistic prognostications as
competition seems to be inducing productive chabgamotivating principals in some schools.
Research Question 3: What are the Factors that Medte how Public Schools Respond to
Competition?

Public school officials face a variety of sociopiokl, bureaucratic and financial
conditions that reduce their motivation and imp#usgr efforts to compete. The most substantial
constraints reported in interviews with school pipals and education officials were the direct

external political interference in school functiogithat limits their decision-making control, the
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lack of proper incentive mechanisms to motivateltea effort, and the pervasive stigmatization
of public schools.

For instance, principals mentioned that the tearfonce in public schools also worked
as party affiliates of the main political partids a result, despite the fact that principals have
the bureaucratic authority to sanction teacheiscipals are unable to hold teachers accountable
for their schooling performance. Some principalsioed that if they tried to hold teachers
accountable for their negligence or absenteeisem tdachers would utilize their political
connections to threaten the principal with schoarsfer or physical harm. Additionally, the
national-level policy decision to decentralize awitty to school management committees from
district level education offices seems to havethadinintended consequence of increasing
political interference in public schooling. Accandgito many principals and education officials
that | interviewed, many party members have joithedmanagement committees to use it as
another opportunity for political interference + fostance, by providing teaching jobs to
members of their political party.

Many national education officials conceded thatrtagonal level education agencies
had been unable to strictly implement accountagtilitteria to assess, reward or reprimand
schools and teachers for their performance. Martfiehigh performing public school principals
talked about how they had devised creative methgtlén their schools to motivate teachers
since the government monitoring and financing stnas did not differentiate between well-
functioning or poorly performing public schools.

A substantively related problem was that due toctimeate of pervasive political and
bureaucratic incompetence, citizens appear toudistll types of public provision of services,
including education. There was near unanimous aggaeamong public school officials that
there was significant sorting of students into @i@schools by income and ability, which

significantly disadvantaged public schools. Overet the sorting of students, and other public

5



sector inefficiencies had led to stigmatizatiorpoblic schooling, particularly in urban areas.
Some public school teachers professed how choaspublic school for your child would be
considered embarrassing by society and peer gr@grsequently, parents try and enroll their
children in the relatively politics-free and moceglly acceptable private schools instead of
public schools if it is financially feasible.

However, there are noteworthy variations in theeibf political interference and
community support faced by public schools. Firsslyme of the public school principals are able
to demonstrate effective leadership and incentiteaegher teams to be accountable for student
learning, and deflect most of the political pregsurSecondly, community support for public
schooling is higher in rural schools and regiongnreltthere has not been as significant a growth
in private market share, due to the lack of soriimtpese regions. The school principals that
have been able to demonstrably improve the schoaligh better student results or higher test
scores have also experienced growth in communppau over time.

Research Question 4: How are Public School Actiorend their Experience of Competition
Linked with their Outcomes?

Public school examination outcomes do not seenave Bignificantly benefited or
worsened because of private competition, but thezesigns that indicate growing inequalities
between the public and private sectors. Specifically analysis shows that there does not seem
to be a significant positive or negative associabetween public school test scores (high-stakes
school-leaving examination) outcomes and the exdkptivate competition in recent years.
However, there is evidence to suggest that thebgapeen public and private school test scores
is higher in localities with high privatization. iBHinding may be a result of higher competition
between the larger number of private schools imtbet urbanized and populous regions of the
country. Another noteworthy finding is that the palschools that have better outcomes are also

more likely to use selection criteria during adnaas This finding highlights the variation in
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public schools and may suggest that sorting doiss within the public school system as well.
Finally, it may be too early to tell if the schqawlicies instituted in the last two or three years
have induced significant changes in school outcoidesertheless, the most recent data show
that enrollment in lower grades in public schoastmue to decline, indicating that parental
perceptions that favor private schooling have soll changed noticeably.

Contributions

To the best of my knowledge, there has not besgstarsatic investigation of the public
sector consequences of competition in developingzees. | add globally relevant theoretical
and empirical insights to advance our understandirapmpetitive effects by analyzing the
consequences of competition in terms of its evglviacal and subjective nature. My
contributions focus on how researchers should quoeéze the experience and response to
competition, while recognizing the barriers pulsiahools in developing countries may face
while responding to competition.

My analysis suggests that researchers need tozandiyg variations in financial
supports, community supports, personnel motivatow, policy changes to fully elucidate how
the public sector experiences and then respongisviamte competition. While economists and
sociologists have long recognized that sortingudients by income and ability is a likely
consequence of unregulated choice programs, részarbave not fully recognized how long-
run sorting can encumber the public schools’ ahittcompete with private schools. In
particular, researchers should not conceive opthsic sector as a uniform entity while
assessing the sector’s capacities to compete witatp schools. They should recognize that the
local experience of competition will vary signifiddy by the school’s urban or rural location,
availability of additional income sources, commursitipports, and the extent of private
competition. Researchers should also account éofattt that school leadership’s motivation to

respond to competition will depend on the individudecision-making control and capacities
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along with the incentives and barriers that thegfaConsequently, competition should also be
analyzed as a subjective experience, since prilstiperceptions of private competition seem to
drive their behavior to change policies, along wité actual number of private schools in close
proximity to their public schools. In addition, nearesearchers need to investigate the policy
actions that public schools engage in to resporbhapetition since these behaviors provide the
most transparent indication of school efforts. Bnashool responses should be conceptualized
as intermediate outcomes that can give a senséeather policy or systemic changes are
creating distortionary incentives or aiding achieeat.

| find that public schools face bureaucratic ing@éfncies, poor accountability
mechanisms, difficulty in incentivizing personnahd financial limitations that limit their ability
to function effectively or implement competitivespmnses. These factors are consistently
highlighted in the school choice and effectiverigssature in the United States. My work also
highlights the additional constraints that researsmeed to be aware of while analyzing
obstacles to public school improvements in develggountries. Firstly, researchers should
recognize that a significant additional impedimentompetitive responses not highlighted in
the literature is the extent of direct politicalerference in decision-making in the public school
system of conflict-affected developing countriesc&dly, researchers need to be aware that
financial barriers are a higher order constrairow-income developing countries, particularly
for schools that are located in the most economgickdprived communities. Finally, researchers
have to be aware that the lack of community ownprahd social stigma is a substantial hurdle
to overcome for public schools as parents in dg@iefpcountries (who do not have to pay direct
taxes for education) may consider “fee-chargingVgqie schools as an investment decision and
may relegate “free” public schools provided by atrustworthy government to second-tier

status.



Insights for Policymaking

Choice has been a popular policy reform for poliakers due to the enormity of the
policy challenges that exist in education systeansl, the theoretical promise of better learning,
higher parental satisfaction, and improved pul@iciar in choice environments. Public schools
play an important role in educating the majoritytloé world's poor and also receive substantial
government financial and policy attention. | ar¢fa@t policymakers in developing countries
need to carefully calibrate the timing of choicdiges, targeted supports, and accountability
mechanisms if choice is to yield public school refo

My research indicates that public schools will riegjgignificant supports, accountability
pressures, and strong implementation of regulatioisve the capacity and incentive to
compete with private schools. It is unlikely thia¢$e conditions will be met in developing
countries that have inadequate resources and poermmance. Thus, in a hypothetical scenario
with no school choice, the introduction of choicé not be the most efficient means of trying to
induce public sector competitiveness in develogiogntries.

However, in situations where private schools haaenballowed to expand,
policymakers need to take steps to improve publosls in the following ways. First of all,
they need to keep track of the outcome and soctimgequences of private competition on
public schools. Policymakers need to track thidwian since there may be a tipping point in
terms of erosion of community support after whicilc schools will be unable to respond to
competitive pressures. As a result, the later deewantability and support systems are tagged on
to an existing choice system, the larger the madeiof the public sector problem, and the more
difficult it will be to stage a reversal and regpiarental acceptance. Policymakers need to focus
on tracking public school policies and facilitatingeds-targeted financial and leadership
improvements to address the inequalities that @xtkin the public sector, and eventually

reduce the disparities between the public and feisactors. Targeted policy attention can
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ensure that more public schools are in a bettatiposo compete in the future, and will
especially benefit public schools in regions wiéiscent privatization that have not faced

significant middle class flight from public schools
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CHAPTER 2
LITERATURE REVIEW

This chapter reviews the education choice liteeathat is relevant for the dissertation. |
first briefly review the trends and central dekbiatschool choice, and then discuss the relevant
empirical analysis on the impact of competitionpailic schools’ policies and outcomes. |
conclude by summarizing the literature and idemdythe gaps in the literature that I try to
address with this research study.

Trends in School Choice

Education alternatives (choices) are defined ast#ans in financing and management
to the most common method of provision, the puplichded (through taxation) and publicly
operated education system. In general, as showabte 2.1, these have been previously
classified into four types of schools accordingdmbinations of public and private management
and funding. However, it may be appropriate toklohchoice possibilities as a continuum — for
instance, there are plenty of services within gorent schools that may be privately contracted
(transportation, food), and there may be governrmopatated schools that cannot rely
exclusively on government funding because of resmlimitations. There is a wide variety of
public-private operation and management poss#slithat continue to proliferate as choice ideas
gain greater global policy and consumer acceptéPleak and Sykes, 2003).

The private sector provision of primary and secop@alucation, supported or
independent of government intervention, is a grgwghenomenon in many developing
countries (Srivastava and Walford, 2008; Srivast2043; Tooley and Dixon, 2005), including
the context of study, Nepal (Carney and Bista, 2008e past decade has seen the role of the
private sector in education provision grow frompding education access to an elite or upper
middle class constituency to a growing group ofatedand lower class consumers. These

developments have coincided with a growing emgigoaisensus among institutions,
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policymakers and academics that even low-fee gisahools are able to provide a better quality
of schooling than traditional public schools in d®ping countries. In fact, the significant
support for private schools in these contexts nay eseem warranted and more palatable given
the poor learning achievements documented throeghassessment tests. For instance, recent
calculations have suggested that fewer than 10¢6uth in many countries are reaching

minimal literacy and numeracy levels, even wherosthttainment seems to have improved
rapidly (Hanushek and Woesmann, 2008).

Choice reforms have gained enduring popularitytdusome substantial shifts in
intellectual, institutional, demographic and pahiti environments (Plank and Sykes, 2003).
Among the intellectual shifts include the populetique of the traditional system as being
overly bureaucratic and political (Chubb and Md@9Q); the “choice with equity” argument
which argues that public education was already waletp begin with (Jencks, 1970); and the
constant quest to reinvent government. Institutignthe rise of influential transnational
organizations such as the World Bank has also dlieddvocacy of choice and decentralization
globally. Politically, school choice reform can dygpealing from a public finance perspective as
it gives governments a chance to shift financinglbos off the budget. Additionally, parental
preferences have also shifted in favor of increasiéerentiation (through quality, peer groups)
due to reductions in fertility and universal aca@sschooling. These interlinked arguments and
influential institutions are likely to ensure thentinued expansion of decentralization and choice
based reforms globally in the near future.

The Choice Debate

The question of whether choice improves or worskeeverall system has been one of
the central debates in education policy. The th@aleexpectation is that choice will allow
parents to better match their children to prefesdbols; and that these competitive pressures

will incentivize improvements in bureaucratic pelgichools (Chubb and Moe, 1990; Friedman,
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1962). Importantly, these benefits are likely toneoas a result of increased alignment. School
choice could narrow the gap between schools arehfsobjectives through higher parental
involvement, reduced information asymmetry, andrgithened accountability (Schneider,
Teske and Marschall, 2000). The hypothesis aldades the expectation that public and private
schools that are unable to compete will die outdtive destruction”). In conjunction, these
processes are expected to improve the functiorfitigecoverall system, incentivize innovation,
and result in better student outcomes and parsatafaction.

Critics of choice are particularly concerned tHagice policies will increase the
stratification of the system as more informed, eded and concerned parents opt out of the
traditional system (Fiske and Ladd, 2001; Hsieh @rguiola, 2006). The potential for
stratification is a logical concern as parents sgltbols have incentives to focus on sorting.
Given the choice, parents may use peer selectiongove their children’s life chances, and
schools may try to attract the best students tomize their effort in producing good outcomes
(Chakrabarti and Roy, 2010; Epple and Romano, 1888hyba, 2009). Additionally, there is
skepticism over whether there will be positive cetitpve effects on public schools. Choice may
not lead to better outcomes as parents may notseheased on academic quality, and thus not
provide the market-based accountability requireidmarove public schools through competitive
pressures (Lubienski and Weitzel, 2010). The pwadiwool students could instead be harmed as
they have to deal with adverse peer effects, andads may be negatively affected due to
turbulence and potential reduced funding (Ni ansefit 2010). Institutional theory arguments
guestion whether choice can incentivize innovatinstitutional theory conceptualizes
educational organizations as large bureaucracisl@osely coupled structures, little control or
evaluation of instruction, and with a focus on gatées or rules called “ritual classification.”
Based on this conceptualization, schools may nohdtévated to innovate but rather focus on

emulating others that they perceive to be moreesstal when faced with any uncertainties
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(DiMaggio and Powell, 1983; Meyer and Rowan, 19Fmally, there is also recognition that

the policy adoption of school choice is stronglfigpmzed. While the expectation is for market-
based accountability driven improvements in outcoioeadrive future policy direction,
policymakers may not have the patience or the aktytto use the evidence (Lubienski and
Weitzel, 2010). The concern is that political idepl or advocacy will solidify a policy

direction, even if the outcomes do not seem toquanConsequently, these new policy problems
may exacerbate the problems rather than resoliimg.t As a result of these complexities,
researchers have argued for more analysis on gtersic implications of choice rather than just
a focus on education outcomes (Levin, 2002).

Most of the outcomes-based quantitative evidenos & examine the theoretical
expectations of quality and equity consequencen frboice (McEwan, 2000; Zief, Maynard,
Bradley, Keefe, and Kralik, 2005). The vast literaton private, voucher and charter literature
have concluded that there are mixed to slightlytpesoutcomes of education choice in the
United States (McEwan, 2000; Miron, Evergreen argthel, 2008). The results appear more
positive in developing country contexts that haweducted voucher experiments such as
Colombia (Angrist, Bettinger and Kremer, 2006). téaer, there is more consistent evidence
that there was sorting by both income and abilitgler large-scale systemic changes (Chile,
New Zealand) or primarily by ability when thereais income based restriction (USA). In
addition, the validity of most of the literaturegaestioned due to the fact that it is based on
findings from nonexperimental prograinsuch as the Chilean voucher program.

The main relevant empirical literatures for thesdisation are the competitive effects on

outcomes literature and the literature on publiest responses to choice systems.

2 A brief overview of the public-private outcomesfeliences literature is presented in Appendix 2.1.
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Do Private Schools Improve Public School Outcomes2ompetitive Effects Literature

Defining Competition

Competitive effects are typically studied in qutaitve models by conceptualizing
student outcomes or school resources as a furmfithe competition measure and a variety of
school and community covariates (Dee, 1998; GeXleds; Payne, 2010). The main measures
used to operationalize the extent of competitiaetaby the schools include measures that (i)
compute the concentration of enrollment (the Heldinl index), (i) count the number of choice
schools that are in close proximity (geographicxpmity), and (iii) compute the share of choice
schools in overall enroliment (market share) (Th&@d.2a). These measures suggest that public
schools that have alternatives nearby, or areddcatregions with high private market share
will experience more competition than public sclsablat face less competition nearby. A more
direct strategy for studying competitive pressuses focus on schools that lose students to
specific alternative schools (school-by-school siitg) and then to see whether schools that
have faced significant losses in enrollment areoties that step up their efforts for
improvement.
Issues in Causal Inference

As discussed in Table 2.2, all of these measures $iabstantial validity issues,
especially if there is only cross-sectional datailable for the analysis. A central issue in these
analyses is the difficulty in conclusively ideniifig the competitive effect — that is, how can one
determine whether any fluctuations in outcome isctusivelycausedoy the competition they
face and not by other factors such as the existeing®re schools in urban markets predisposed
to higher outcomes? Conducting causal analysisnajar problem since choice programs are

typically not initiated using some sort of randoedztrategy, and there is limited data on

% The Herfindahl index is computed as the sum ofstigares of the enrollment share of all the schdols
higher index suggests less competition. The indlews one to incorporate all schools and not justgie
schools in competition measures.
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students before they started experiencing chaicgeheral, there is consensus that the empirical
analysis would be better served with more longitatistudent-level data, and detailed school-
level data. For instance, a panel dataset withatepgeobservations can help take the analysis
from a correlational cross-sectional analysis befre-after analysis and enable one to ask: does
the public school outcome improve after the chast&iool opens up? Other major issues that
complicate the identification is that choice sclsomly locate where public schools are failing to
produce outcomes, and public and choice schoolshaieg different compaositions of students.
One of the main strategies to resolve the endogepeiblem is by using instrumental variable
(IV) strategies. The goal is to find an instruméntiable that is correlated with the competition
measure but not with the outcomes (Wooldridge, 2009

Empirical Findings from the United States

In the United States, researchers have studieithieect on public school performance
of private competition using the private marketrehia enroliment as the main competition
measure. Most of the earlier studies found limg#dcts of competition on public school
students’ educational outcomes (Belfield and Le2002; McEwan, 2000). Some of these
studies aimed to use an IV measure of the denkiBatholic population in the area in order to
improve causal inference. However, future studiesstioned the validity of religious
concentration as an instrument for private schgal@ohen-Zada and Sander, 2007; Figlio and
Stone, 2000) because these measures were fourecctorelated with outcomes.

The main analysis from voucher competitive effecties from the pioneering
Milwaukee program. Chakrabarti (2008) analyzed owchers affected public school
outcomes by investigating the effects of the twgomphases in Milwaukee’s voucher program,
the initial 1990 small scale voucher program aredidler expansion in 1998 which allowed
religious private schools and increased the revéraseexperienced by public schools. The

author uses difference-in-difference strategiesfemis the effects on public school performance
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to be higher in the second phase compared to itied phase. Carnoy, Adamson, Chudgar,
Luschei and Witte (2009) utilize methodology fromaRrabarti (2008) to confirm that there was
an enhancement in public school performance rifit the increased competition in
Milwaukee. However, they argue that it appears tiapositive achievement outcome appears
to have been a one-time response, and that molysenia needed on exactly what changes
were introduced in the public schools to bring abaprovements. They hypothesize that
teachers were motivated to enhance performancgamieations when they perceived a strong
threat, but were not able to do any more as tleatlof competition persisted.

New evidence on voucher competitive effects comas heo-voucher options whose
design has benefited from years of previous expee®. Figlio and Hart (2010) study the
Florida Tax Credit (FTC) Scholarship Program udirgd-effects approaches. They examine
whether students in schools that face a greateatiof losing students to private schools due to
the introduction of tuition tax credit scholarshipgprove their test scores more than students in
schools that face less pronounced threats. Theyefirdence that public schools subject to more
competitive pressurégelementary and middle schools in particular)editheir test scores the
most following the introduction of the program, ahét the positive effect also extended to
students who were not eligible for voucher prograhte authors argue that they could better
isolate the competitive effect of the voucher theganpared to previous studies due to the fact
that there was a year lag between policy announceamsl when students actually started
attending private schools.

The majority of the competitive effects researcmes from the charter school

experiences in the United States. Three recentwavof charter school research (Betts, 2009;

* The competitive measures used by Figlio and FA11@) included greater ease of access to private
school options, measured by geographic proximity\ahole district measures; the options that stuglent
have in terms of the religious or secular affibat of private schools, a diversity measure; aad th
Herfindahl index, a measure of concentration ofiet enroliment.
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Zimmer and Buddin, 2010; Ni and Arsen, 2010) idexdi 13 studies that did state-level analysis
on competitive effects in Arizona, California, Rtta, Michigan, North Carolina and Texas. The
evidence is decidedly mixed - of states that hackrtitan one study, Michigan and North
Carolina show mixed results, while Texas has pasitompetitive effects on public schools.
These reviews contend that it may be too earlyagvdirm conclusions on the competitive
effects of charters on public schools.

Betts (2009) argues that since many of the stugiesdata from periods when charters
were only two to three% of market share, it is amyural that public schools do not feel highly
incentivized to reform and improve their qualityet® (2009) recommends more “black box”
analysis of charter induced mechanisms — thatasemesearch to figure out if charters are
actually innovating, and then study if public sclscare adopting any of these innovative
practices. Betts (2009) also suggests that reseadis to expand to indicators beyond test
scores to aspects that matter to parents usinghissirom parent decision-making analysis.

Ni and Arsen (2010)’s analysis is more informedraplementation of charters and
appear less optimistic about choice-induced impre@s. They provide a policy design based
explanation for Texas’ positive effects. They artha since Texas charter school policies were
focused on ensuring at-risk students left dissattools that it might have enabled district
schools to focus on improving programs for the fienEhigher performing students who stay
behind. An added study in their review is a scHewél analysis by Ni (2009) which used 11
years of Michigan data to compute short and lomgimpacts of competition. The author
reviews Hoxby (2003)’s influential work which docented positive competitive effects on
Michigan and Arizona. Ni (2009) finds that chartempetition exceeding 6% of district
enrollment, Hoxby(2003)'s measure of competitioztpally hurt student achievement and
school efficiency in Michigan. Importantly, the iye competitive effect became more

substantial in the long run. Ni and Arsen (2018palomment on the political realities in
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education policymaking. They point out that poldsbates may not be patient enough to let the
evidence mature before pushing for other altereatiin their conclusion, they remain
noncommittal as to whether competitive effects mesylt in the future, but strategically
mention Hess’ argument about how choice may nat tealramatic theoretically suggested
improvements because of the organizational andutishal rigidities of public schools.
Empirical Findings from other Contexts

The international evidence is quite limited in teraf studies on public school impacts.
Hsieh and Urquiola (2006)’s analysis of systemsiting suggests that there were long-term
negative effects on public schools as a resub®fChilean voucher choice program. The study
found that between 1982 and 1996, communitieshthdthigher increases in private school
enrollment also had lower public school test sgdnggher gaps in test scores between elite
private and public schools, and higher socioecon@aps between public and private school
parents. The empirical analysis on New Zealanddquier and not an introduction of market-
based choice) used teacher and principal surve¥8%fof primary schools to show that the
quality of student learning and teaching style waoee negatively affected in schools facing
competition rather than those not facing competifioadd and Fiske, 2003).

In contrast, Thapa (2011)’'s cross-sectional amalysiNepal finds significant positive
effects on public school performance of private petition using instrumental variable analysis.
Thapa (2011) studies competitive effects utilizingomprehensive cross-sectional dataset on
schooling, the high stakes examination (SLC) 20@4dy5(MoES, 2005). In the author’'s model,
the dependent variable is the SLC examinationsastes (the aggregate test score from the
compulsory subjects), and it is regressed on a ettign measure (number of private schools in
the neighborhood) and a vector of controls (studantily, school, teacher and community
characteristics). The author utilizes the instrunvamiable (IV) of the presence of a motorable

road within an hour of walking distance of the swhdhe argument is that the presence of a
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road should increase the chance of having moraferischools in the location, but the presence
of a road should not have any relation with curetatient test scoresThe author finds
significant positive effects of private school catipon on public school outcomes using the 1V
analysis. Thapa (2013)'s competitive effects stgdy valuable contribution to the developing
country research on the topic.

In summary, the competitive effects literature egg that there are substantial
analytical difficulties in isolating the competiéeffect of private schools. The empirical
analysis suggests that the outcomes evidence &dmitxmay be too early to tell if there have
been productive competitive effects in some costexth as charter adoption in the United
States. There seem to be positive competitive tsffeem voucher adoptions such as the
Milwaukee program and neo-voucher programs. Omther hand, it may be too late to expect
productive competitive effects in contexts thaténheen less regulated and had systematic
reforms and experienced dramatic sorting such @e &hd New Zealand. The research on
competitive effects in developing countries iswaity non-existent. The analysis from Nepal is
limited by data but seems to show positive competiéffects on public school outcomes from
cross-sectional analysis.

Investigating Intermediate Outcomes in Choice: Schal Responses

The lack of conclusive evidence on the competigffects on public school outcomes
does not mean that public schools are not charagragresult of the influx of private schools.
For instance, in his forward to the book “The CaaBchool Experiment” (Lubienski and
Weitzel, 2010), Henig states “Education needed ssima&ing and prodding, and charter schools
have delivered on that part of the promise. Theeesaality and talent and resources in public

education today that were flagging prior to the3 8&leral repor Nation at Risk.”

5 The author uses the Hausman test to concludéntb@SLS model is better than the OLS model.
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The subfield of education choice that studies pudthool responses analyzes what
public schools are doing as a result of the “stikind prodding” from the competitive
pressures. The purpose behind analyzing what ssldedk that while school responses may not
necessarily lead to better outcomes, a lack ofdalesponse is highly unlikely to improve the
schools from their initial conditions (Hannaway atamilton, 2008; Hess, Maranto and
Milliman, 2001; Rofes, 1998; Rouse, Hannaway, Geldér and Figlio, 2007). These responses
can also be thought of as intermediate outcomesgptbaide an early signal as to whether the
final outcomes of learning improvements are likielypoe met or not. These school responses can
also give a sense of whether policy or systemitigbs are creating distortionary incentives or
aiding achievement, and thus improve the infornmaéigailable to policymakers. These studies
represent a relatively small subset of the litesgtwhich is partially attributable to the facttha
there is a lack of data systematically describmggructional and organizational policies (Rouse
et al., 2007).

Research in the subfield can be categorized inftiest that investigate market-based
choice plans’ impact on public school responsed,stindies that try to utilize explicitly defined
accountability systems to study responses and m#soThe majority of the studies that look at
public school responses have been qualitativetur@aand utilize interviews (principals,
teachers, policymakers) and document reviews, vgloilee studies employ more representative
school surveys.

Evidence from Choice Plans: what Mediates School Rponses?

There are serious complications in understandiagiperience of competition. For
instance, do public schools start responding imatet)i after there is choice, or do choice
schools need to take up significant market shase @immer and Buddin, 2010)? Besides the
number and density of private schools, a competitesponse is determined by a complex set of

evolving mediating factors. The response will depen whether the competition is viewed as a
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threat that requires a response, whether persana@hcentivized to respond, whether there is
capacity to respond, and the school personnel’'s@afions of success in overcoming
obstructive factors from these responses (MohrmanLawler, 1996). Studies such as Rouse et
al. (2007) have noted that it is not clear why stip@rsonnel would be incentivized to make
changes by setting different policies or invesiimg different mix of inputs. Given the potential
difficulties in incentivizing responses in complesganizations such as schools (O’Day, 2002)
accountability systems aim to align incentives veitbareful selection of rewards and sanctions.
However, even with well-designed accountabilitytegss schools need to have the human and
financial resources to enact changes, and indilsdughin the school system need to derive
satisfaction from meeting the goals set out byréierm. Given these intricacies, it is critical to
understand motivations and to analyze context Bpexiperiences while discussing the
experience of competition.

Zief et al. (2005)’s systematic review of U.S. netrkased choice plans provides an
instructive list of factors that are likely to maté a district’'s response to competition. They
found that the most important factor that was ingair for districts to feel an impact was
enrollment trends — contexts with declining enr@imnfelt a large competitive threat while there
was a less of a threat felt in contexts with ovenaling and teacher shortages. Other factors that
mediated a district’s perceived impact includedratissize (larger districts did not feel as big a
threat), financial loss (those that were compeustteenrolment loss or had little financial
impact did not feel as big a threat), leadershiprémeform-minded leaders were likely to
respond positively to choice plans), the initiah#gability of private options, flexibility in the

legislation, and the characteristics of studentgavents who were leaving.
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For instance, Hess, Maranto and Milliman (2001 )eix& four small and isolated
Arizona’ school districts which lost a substantial portidrtheir enrollment to charter schools in
a small period using qualitative comparative césdysmethodology. The main dimensions of
context that were important in whether schoolsdatbmpetitive threat were: whether the district
was growing, the quality of the charter schoold &vaved as competition and the kind of
students targeted by the charter schools. Formostahe authors find that districts were likely to
respond if they lost students who were more magagtrand thus less expensive to educate. If
districts were growing, then both charters and ipusathools could prosper, and in fact new
schools were even welcomed as they functionedesspre release valves in overcrowded
districts.

Evidence from Choice Plans: how do Schools Respond?

Based on the U.S. evidence, schools appear todspahree types of ways — by
accommodating entry, by competing or by creatingiéa to entry (Ni and Arsen, 2010).
Schools’ passivity may signal an inability or aka¢ motivation to compete. Schools that decide
to compete can try to improve quality or aggredgiiraprove their marketing strategies and
consumer relations. Other schools may react ungtodly, for instance, by making the
working environment difficult for choice schools mobilizing political opposition, or by
limiting access to important networks.

Schools that decide to respond have to decidepteimment a few from among the
feasible set of policy domains such as instructipnactices, personnel decisions, student

policies (admission, retention, failure), schoakincing (fee structure), parent interactions, and

® The Arizona case is important given its statuarasarly adopter of charter schooling in the United
States. Additionally, its minimal regulation me#mat Arizona’s charter system adoption somewhat
approximated a free market for education in thecti@ext. The state has had the longest and most
significant adoption of charter schools, and ov@¥f current market share in public school enroltse
belongs to charters. A group of authors (Hess, MaraMilliman, Gresham) have contributed to mubipl
related studies on the early charter school dewsdop in the state.
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infrastructure related policies (Khan, 2005; Roetsal., 2007). Instructional strategies could
include curriculum modifications, changes in classn time or a focus on low performers. Non-
classroom strategies can include leadership reldtadges, active promotion, fund-raising and
changing decision-making roles. Besides being amiatic towards charter schools,
unproductive consequences of competition can ircattempts to improve school exclusivity,
or methods to game accountability systems to theds advantage. While some experts deem
non-classroom changes as being superficial or naihithis designation is debatable as the
consequences are unclear for school productivitypamental satisfaction.

In Arizona, Hess et al. (2001) finds that when the&h additional pressure, district
schools were likely to respond with leadership gjesn Maranto, Milliman, Hess and Gresham
(1999) employ mixed methodology (interviews andseys) and find that a large portion of the
districts were happy to not do anything and hagtehn schools absorb extra students. It was
only the highly affected districts that tried toprove their customer service, advertised the
options that they had available compared to ottieo@s, and tried to provide competitive
curriculum opportunities, such as through openirgnet schools. Among the strongly negative
reactions included the use of somewhat unethiagabsiing of false rumors to squash
competition. The school survey compared the behahahanges in the treatment group
(Arizona school districts with at least 30% elenaeyptschools as charter schools) as compared to
two comparison groups, the Nevada school distsiatifar state, almost no competitive
pressure) and less competitive Arizona schoolidistrThe researchers find that the Arizona
groups reported that principals encouraged teadbergperiment, tried to protect them from
external pressures, and consulted with them meguéntly. The Arizona high competition
group showed the greatest change in behaviorabnegg, as the schools stepped up efforts to
inform parents about their programs, and made g¥aahore responsible in decision-making.

Maranto, Milliman and Hess (2010) utilize the sataéa to focus on pre-competition

24



organizational culture. They find that the threlesa@hool entry increased teacher curriculum
control for district schools which already had ghy collaborative culture but had no impact for
schools with initial low collaborations. These sasdprovided useful methodological insights
into doing in-depth analysis on the experienceomhpetition. The major limitation of the
guantitative (survey-based) analysis is the lackahowledgement of the methodological
problems with the retrospective component of theesp— the data from 1994-1995 was
collected after three years along with the 199781@&a, which was likely to have been affected
by more serious recall issues.

There is limited evidence on responses to competftiom other countries. The major
reforms in New Zealand and Chile have led to sigaift systemic changes which should have
been strong enough to incentivize responses frdsigschools. However, there are only a
handful of studies that even tangentially discuddip school responses. Gauri (1998)’s
systemwide analysis of Chile concludes that prradibn and the threat of students exiting
public schools did not incentive educational inrimmabecause “Chilean parents do not choose
schools for educational reasons” (p. 104). In Ne&lZnd, the major conclusion by Fiske and
Ladd (2001) is that the systemic reform lead tpoeses that lead to higher stratification
without much positive impact on learning. For im&t@, the lack of zoning incentivized schools
to focus on enrollment, engage in aggressive miakeind promoting of schools, and in
changing the leadership in failing schools. Notabitgre was not much curricular innovation,
attributed primarily to the fact that the incentiva the system were to increase enrollment and
popularity rather than to diversity offerings. Thisske and Ladd (2001) argue that parental
choice really gave way to school choice, as ovexatiied schools held the most power.
Consequently, the school choice reform kept preshodisadvantaged schools in a
disadvantageous position which could not be ovescdaspite responses such as changes in

leadership and governance.
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Evidence from Accountability systems: How do SchosIlRespond when there is an Explicit
Motivation to Respond?

Accountability studies are instructive from a “sohtesponse” standpoint when they
discuss how schools appear to be changing in resgornaccountability pressures. These studies
also provide most of the quantitative empiricaldevice on intermediate outcomes. The evidence
from U.S. state-level accountability studies sugg#sat schools do appear to respond based on
explicit incentives to respond from accountabitigstems. Schools typically focus their
productive efforts on certain points of the acadedistribution, depending on which grades,
subjects, and parts of the academic distributi@ne thigh stakes associated with them (Figlio
and Ladd, 2010; Jacob, 2005; Krieg, 2007). Theenge also suggests that high stakes may
incentivize schools and classroom teachers to ghengystem. Sudden improvements in test
scores may occur as schools and teachers strategegpond to accountability pressures
through teaching to the test or narrowing theiricutum (Deere and Strayer, 2001; Ladd and
Zelli, 2002), changing the composition of studemt® take the examinations (Cullen and
Reback, 2006; Figlio and Getzler, 2007; Jacob, Rafi%even try outright cheating (Jacob and
Levitt, 2004). Rouse et al. (2007) is a unique ptilnt combines high quality information on
both intermediate and final outcomes in an analyslorida’s accountability system. When
conducting the linked process and outcomes analysy find that combined with other
policies, a set of key domains explain more thadb B test score gains in reading and over 35%
of test score gains in mathematics. The Rouse €@07) study suggests that accountability
systems can not only incentive behavioral changelools but can also affect the type of
school responses that a school engages in.

Summary and Gaps in the Literature
Early choice proponents expected improvementsficiefcy, outcomes, and in the

alignment between schools and parents’ goals regasghooling. Critics were concerned that
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choice would further stratify society and doubteat tchoice related benefits would come to pass
due to a wide range of organizational concernspibesiecades of data and methodological
advances, there is still limited experimental datd a lack of conclusive evidence on the ability
of choice interventions to improve school outcomidgere is some evidence to suggest that the
choice may have been beneficial in terms of imprg\public school outcomes in developing
countries. At the same time, there is consisteloleece that unregulated choice programs have
caused increases in sorting by income and abiliggpite the skepticism and the limited
evidence, choice has gained substantial globatyaltceptance in the past three decades.

The question of how the public sector is impactgg@tivate competition is one that is
central to education choice and has significansequences for public sector reform in the
current era of growing privatization. However, thedence on whether competition induces
productive competitive effects on public schoolalso limited because of the lack of
experimental design in quantitative analyses, badack of in-depth analysis on public school
experiences with competition in their local setéinghe available U.S. research suggests that the
evidence on charter and voucher impacts on putfiods is mixed at best, and that it may be
too early to tell if there are any significant et on school outcomes since the market share of
these choice schools is still very low. The U.Sesch on school responses suggests that how
public schools respond and experience competisiateiermined in a complex manner. Some
recent high-stakes accountability systems seerawte heen able to incentivize public schools to
focus on school quality interventions such as msirgg instructional time and focusing on high-
stakes populations and subjects. However, deperuirtige accountability mechanism in place,
public schools may simply not react, or may haeeimtives to react unproductively.
Furthermore, these responses to competition mag hiapredictable consequences on learning

outcomes. Given these varied possibilities, itripartant to understand exactly what is occurring
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in the context of interest to gain a better undeing of whether choice reforms are indeed
incentivizing reforms and whether stakeholderssatesfied with current trends.

There are two important gaps in the current litematFirstly, from a conceptual
standpoint, there is a lack of integrated suppingsl) and demand (parent) side analysis, which
would be needed to understand if school responess mked with factors that parents appear
to value (Betts, 2009). To address the gap, | coteduanalysis on parent decision-making in
local education markets in Nepal (Joshi, 2013graparation for this dissertation. | found far
less engagement between parents and school dffiniglublic schools than in private schools.
Additionally, public school parents relied strongly their children for education decision-
making and monitoring, given their own low educatievels. In combination, these findings
suggest that public school parents are putting httgy pressure on schools to improve. Thus, it
is likely that parents in Nepal's public schools aot providing the demand-side accountability
required for well-functioning choice systems. Mggs#rtation addresses the supply side piece of
this integrated analysis.

Secondly, from a contextual standpoint, therelégchk of research on competitive effects
in developing countries, despite their growing atixation. In order to conduct these analyses,
one needs to be aware of the ways in which thecehenvironment in low-income countries
differs from the developed and middle income caestrMany of these countries, like Nepal,
have young education systems that lack a taxaititeed education financing system. These
countries are still expanding access while thestesys have become more privatized, and have
an accidental rather than government regulateccetemvironment (Srivastava and Walford,
2008). Furthermore, most of these countries hdwrited tradition of national data systems or
longitudinal data collection. For instance, the tmesent quantitative analysis of competitive
effects on public school outcomes in Nepal (Th&@42b) comes from a one-time 2004 cross-

sectional dataset which was collected before thempaivate schooling expansion of the past
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decade. These limitations make it more difficulstody competitive effects by only using
guantitative analysis. The dissertation contribtioethie research gap by offering a case study

built on a research design that is mindful of theifferences.
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Chapter 2 Figures and Tables

Table 2.1 Classifying education systems

Public Manageme!

Private manageme

Charter schools (USA); Voucher programs (USA, Ci

Public Traditional public schools  Colombia, other developing countries)

funding Magnet schools (USA); Concession schools (USA nLati
America); City academies (USA); Education contragti
for private or non-profit management (USA, Latin
America)

Private Government tuition schools Private schools (global)

funding Homeschooling (USA)

For-profit tutoring and schooling (East Asia, EAstan
immigrants in the US)

Sources: Adapted from Chakrabarti and Peterserd§2004 and Berends, Springer, Ballou, and Walberg

(2009), p. xvi.

Notes: It would be misleading to classify all ttémhal public schools as “unchosen” in the Unitedt&s
because often parents choose to live near gooalscfigerends et al, 2009, p. xvi). However, moving
primarily for schools is not that common a phenoameim Chile (Elacqua, 2010) and in low-income
developing countries like Nepal — there, it mayr@e appropriate to conceptualize traditional publi

schools as those that are “unchosen”.
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Table 2.2 Strategies for studying the competitifect and main validity issues

Strateg' How to Hypothesi Main issues that threaten valid
measure
Endogenous decision to loc - if the choice scho’s
Geographic Countthe Choice decision to locate in a particular neighborhoobased on
proximity number of schools that location and public school characteristics, themocaget
choice are closer unbiased estimates of effects of choice schoolsadtitional
schools impose schools, e.g. poor leadership may cause both Iststeres
within a greater in the public school and the emergence of choibedls;
given competitive  misleading if conclude that competition from chosohool
distance  pressure than causedow test scores in public schools.
of each choice Potential solutions:
traditional schools that « panel dataset with repeated observations on testsc
public are further and location of choice schools
school away « instrumental variable that can predict whetherartem
school opens up locally, and does not directlycaffest
scores
Composition bias- may fail to capture movements of
students between traditional public schools andceho
schools if data is school-level
Potential solution:
» student-level data, and get data before-after ehsibool
enters the neighborhood
Appropriateness of distance measut@mpetitive pressures
from choice schools may extend beyond a specifigtdnte,
thus making a distance proxy for competition only
moderately appropriate.
Whole- Compute Districts with  Improvement over method 1:
district/ the share high choice  Avoids endogeneity issue since location choicehaef er
Market of share may within district is not a relevant concern
Share enrollment face more Problems:
of choice  overall Without student level data, would still have comnipos bias
schools in incentives to  problems
each improve Other problem:
district A new form of potential endogeneity — district leghanges
that may impact charter growth and public schott@mes
e.g. hiring of a more reform minded superintenaemd
favors charters and also wants to improve pubhosts
Schoc-by-  Calculate If there are One can overephasize the results from those who switcl
school number of competitive  these groups are not necessarily representatives dbrger
switches students  effects, population of students
each schools that
school lost have lost the
to choice  most students
schools to choice
schools
should have

improved the
most

Source: Adapted from Betts (2009).
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CHAPTER 3
CONCEPTUAL FRAMEWORK AND RESEARCH QUESTIONS

| conceptualize the public sector response to figcampetition as a set of interlinked
processes in the dissertation. As outlined in taméwork depicted in Figure 3.1, | argue that
schools need to first experience competitive pressto decide to respond with some policy
actions. Then, the changes in school policies maypteally lead to improvements in school
outcomes. Besides the extent of private competitlmmschool’s responses to competition will
additionally depend on a host of constraints amgbserts, such as their personnel and financial
resources, their decision-making control over sthobicies, and the existing communal,
political and bureaucratic environment.

The Experiences of Competition

The quantitative competitive effects literaturegesgs that competition from choice
schools should be measured through geographicrpityxindicators and other indicators that
show the extent of private school market sharerggeéon. The analysis would require detailed
data on growth in private schooling and enrollntesnds. The qualitative literature suggests that
the experience of competition is additionally detiered by a variety of other initial conditions
such as school enrollment, district size, and latit governing school finances, and more
subjective factors such as school leadership. Histioperspectives on how public schools have
been impacted by competition are also essent@ésoribe the experience of competition in
contexts that have had long-term experiences witlagzation. Thus, a variety of indicators and

approaches need to be triangulated to fully desdtibe experience of competition.

The Responses to Competition
The literature on school responses suggests then felted with competition, public

schools can decide not to respond, decide to reswah instructional and non-instructional
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reforms, or decide to focus on unproductive resesmissich as improving the school’s exclusivity
or gaming the system. Providing a detailed analyss&chool response to competition requires
detailed data on school policies, when schools niaete policy changes, and data on
competition measures to assess if these policeeBkaty to be a consequence of competition. In
contexts that lack longitudinal data from beford after policy changes, it will be highly
difficult to conclusively claim that certain poles are a direct cause of private competition.
However, the complementary use of stakeholder petsfes, following the qualitative
literature, helps strengthen the argument on wpdatities are likely to be a result of private
competition rather than other unobservable reasons.
The Factors that Mediate the Response to Competitio
The responses to competition are additionally detexd by whether there is capacity to
respond, and the school personnel’s expectatiosaaufess in overcoming obstructive factors
from these responses. In order to be able to peavidetailed account of these factors, one
would need information on principal perceptionstaf benefit of responding to competition, and
the constraints they may face in decision-makimeecilly, these mediating factors include the
macro-level political and economic environmentgjatal attitudes towards public schooling,
and school-level personnel and financial constsaamid relationships with the community.
The Linkages between Outcomes, Competition and Respses
In the competitive effects literature, most of Hiedies model school outcomes as a
function of the competition schools face and cdrtioother school and community
characteristics. The accountability systems liteasuggests that one can assess whether key
policy changes have had any substantial impacutomes by modeling outcomes as a
function of policy changes and schooling charasties. The availability of longitudinal
information or the use of instrumental variablasggies would help strengthen the causal

inference of such analysis.
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Research Questions
The Research Questions are the following:
1. How do public schools experience competition?
i.  What is the extent of private competition expereghby public schools in Nepal?
ii.  What are the other pressures faced by public sstibat mediate their experience of
a competitive threat?
iii. How do public school principals view their scho@gperiences with privatization?
iv.  What are the characteristics of the schools thalipachools identify as

competition or as the best schools in the district?

These questions are addressed in Chapter 5. Theeclexamines the extent to which public
schools experience private competition. It trianges data from national records of school-level
indicators, detailed district-level records on pt&vschooling, a survey of public school

principals, policy documents, and interviews withvgrnment officials and school principals.

2. What are they doing in order to respond to competitrom private schools?
i.  What are the policies that public schools adogiriter to compete with private
schools?
ii.  Are public schools that experience higher competithore likely to have adopted
these school policies than public schools that egpee lower competition?
These questions are addressed in Chapter 6. Theechimst describes the current school
policies in public schools and assesses whethdicmdhool policy changes can be attributed to
competitive pressures. It primarily utilizes intiews with school principals and government
officials and a combined quantitative dataset {acgal survey for competition measures and
school policies, linked data on school and commyutiiaracteristics from the national school-

level records). The analysis for Research Que&gns based on descriptive statistics and
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interview data. Then, research question 2(ii) esesew/hether there are statistically significant
differences in terms of policy adoptions betweehbliguischools that experience different levels
of competition using the combined quantitative data
3. What are the factors that mediate how public schregpond to private competition?
i.  What are the barriers and supports faced by psbhiools in instituting reforms and
responding to competition?
. Do principal perceptions on the key barriers armgpsuts to reform differ by the
extent of private competition faced by the school?
These questions are addressed in Chapter 7, usmgrstep mixed methods analysis. The
chapter first describes other aspects that mesi@ieol responses after they have decided that
they feel enough competitive pressures and feahidlee to respond. It also describes the
variations and similarities in perceptions on pulkhool constraints among different
stakeholders. In doing so, it provides an undedstanof the main difficulties that schools
encounter in making schooling improvements, anenae of which of these challenges can be
addressed by policies. Then, through researchiquedii), the chapter provides quantitative
analysis of how these constraints and supportsiwatiie extent of competition faced by the
public school. The analysis primarily utilizes intiews with various stakeholders (principals,
local-level officials, district-level officials, nenal-level officials) and perception questions
from the principal survey.
4. How are public school actions and their experiesfaompetition linked with their
outcomes?
i. Do public schools in higher competition regions énetter outcomes (test scores,
enrollment) than public schools in low competitiegions?
ii.  What is the relationship between outcomes (tesescenroliment) and public

school responses that intend to improve those mes8
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iii. Do localities with higher private competition haaeger gaps between public and
private school outcomes (test scores, enroliméat) tocalities with lower private
competition?

These questions are addressed in Chapter 8. Theechailizes longitudinal data. To address
research question 4(i), | assess whether therstatiatically significant difference in schooling
outcomes (standardized test scores, low proficienegisure, and high proficiency measure,
grade 1 enrollment) between schools that facerdiftdevels of competitive pressures. To
address research question 4(ii), | analyze whetteee is a statistically significant difference in
enroliment between schools that have adopted ngrtdicies to have a quick effect on
enroliments, and whether there is a statisticagigiScant difference in test scores between
schools that have adopted examination focusediesli o address research question 4(iii), |
analyze whether the public school performanceiveldad the private school performance differs
between schools in localities that have differemtls of competition. In order to improve causal
inference, | utilize fixed effects regressions (foe time-variant competition measure, private

market share) and instrumental variable techniques.
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Chapter 3 Figures and Tables

RQ 3
Motivations/

Constraints
RO I [ \ RQ 2

Experiences of Responses to RQ 4
iti it Outcomes
Competition Competition

Figure 3.1 Framework: The impact of private sectmnpetition on public schools
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CHAPTER 4
DATA AND METHODS

| describe the national context, research sitesfamgrimary and secondary data that
was used for the analysis presented in the diseerta this chapter. | provide a discussion on
the needs addressed by the primary data colleatidrhow the secondary data is being utilized
throughout the dissertation. These data were d¢ellidoetween 2010-11 and 2012-13, as mapped
in Figure 4.1. My contextual focus on Nepal allowed to utilize insider and outsider
perspectives as a Nepalese citizen who is traimeesiearch methods in the United States

National Context

Nepal Socioeconomic Context

Nepal is a developing country situated betweeraladid China with a population of
26.6 million and 17% urban population (CBS, 2012Z&g country is administratively divided
into five development regions (far-western, mid-tges, western, central, and eastern), and three
ecological belts (mountains, hills, Terai). Nepalsrent administrative structure is based on the
Local Self-Governance Act of 1999. Nepal has a tiensystem of local governance — there are
75 districts that are constituted of village depah@nt committees (VDCs) and municipalities
(towns and citied) There are substantial differences in human devesmt indicators by region,
ecological belt, and rural or urban area. Adudirbicy rates (15 and older) are the highest in
Kathmandu valley (84%) and lowest in the far and-mestern regions (54.1%). The mountain

and Terai (plains) regions have significantly higgender disparity in adult literacy than in the

" The primary and secondary data collection was t¢eteq with funding support from the World Bank’s
Nepal country office and with the approval of thepidlese Education implementing agency, the
Department of Education (DoE).

8 Each VDC is further divided into nine wards, aagtemunicipality is divided into a minimum on nine
wards.
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hilly region. For instance, two-thirds of the aduién, and only one-third of adult women are
literate in the mountain region of the country (C2811).

From an economic perspective, Nepal is consideted-ancome, primarily rural,
agrarian economy. The country has seen a recawaise in living standards due to a growth in
remittances which has offset poor domestic emplayrgeowth (IMF, 2011a). Households have
become increasingly reliant on remittances — 0886 Bf households receive remittances and
these remittances constitute over 30% of thesedld’'s income. Over 29% of households
have at least one absentee living abroad (CBS,)2B&Rveen 1995/96 and 2010/11, the country
has experienced significant gains in adult liteyaeyd accessibility to major facilities such as
schools, health services, banking services, anlehaenters (CBS, 1997; CBS, 2004; CBS,
2011). These continued improvements in living séadsl have resulted in a drop in poverty rates
from over 40% in 1995 to 1996 to 25% of the popatatn 2010-11(CBS, 2011). Analysis on
Nepal's poverty indicates that the poverty incideigchighest among the agricultural laborers,
less educated people, disadvantaged groups suldiimsand hill janjatis, families with larger
households, and families with low land ownershiB8:2006, CBS 2012). For instance,
households that have an illiterate household headlenost three times more likely to be poor
than households with a household head with at gEastn years of schooling, as shown in Table
4.1 (CBS, 2012b).

Despite improvements in living standards, Nepatsn®mic competitiveness has
continued to decline over the past decade dueattenuate road connectivity, poor access to
power, a fragile financial system and weak ingting (World Bank, 2011; World Economic
Forum, 2011; IMF, 2011a). Perhaps the most impobiiaitation, however, is the highly
unstable political environment. Important histolicerkers in Nepal have been the beginning of
demaocratic rule in 1991, the disarray caused bifigall volatility, and the resultant decade-long

violent Maoist political struggle between 1996 20d6. The past few years have ushered in a
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new era — Nepal is finally without a monarchy, bomtinues to operate in an extremely fragile
state with frequent changes in leadership as lisgab leaders try to develop a new constitution
while attempting to address historical injustiaeshie country’s nascent democracy. Some recent
positive developments have included the officigbmporation of over 1300 former Maoist
soldiers into the Nepal army in July 2013 (Martina@tari, 2013) and the relatively peacefully
held November 2013 elections.

Education System

The systematic development of an education systigmtiae objective of a national
universal system only began about 60 years agor trithe 1950s, a 100-year oligarchic regime
that was in power during the colonial era suppoidethtion and education suppression in the
country (Wood, 1959). Between 1950 and 1990, edutaiccess expanded from a low starting
point. However, aggressive expansion really todlafier the 1990 Education For All
international commitment — in 1951, there were Bémary (grades 1 through 5) (8,505
students) and 11 secondary (1,680 students) sc{i®lmdgta, 2009). By 2012, these numbers had
skyrocketed to 34,066 basic (6,595,565 student$)/2888 secondary (848,569 students)
schools (MoE, 2013)

The Nepal K-12 education system is still going tigio substantial transitions. The
education system used to be divided into primargdes 1 through 5), lower secondary (grades
6 through 8), secondary (grades 9 through 10) agitehsecondary (grades 11 through 12)
levels. There are efforts under way to build amiesary system and to transition the 1-12
system to basic (grades 1 through 8) and secorfgeagies 9 through 12), with separate
vocational and academic tracks. Politically, it bagn difficult to close down the intermediate

levels (grades 11 through 12) in campuses througheunation due to student and other

® For a recent detailed discussion on Nepal's ethrcdevelopment, please see Thapa (2011) and Sharma
(2012).
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protests. Simultaneously, the Department of Edanasi working to mainstream religious
(Hindu, Buddhist and Muslim) primary schools anetsure that the schools stay “basic level”
or “secondary level” schools and stop adding graoésansition from basic to secondary level
schools. While there are nationally administeremheixations in the'Sgrade and'8grade, the
most important high-stakes examination taken bygtaliients is the end of high schoof'pade
School-Leaving Certificate (SLC) examination agitiectly determines student placement in
higher education and career opportunities.

In the early years of education access, that #arL950s and 1960s, Nepal's schooling
system used to be entirely community funded andatpeé. In the inception phase, there were
strong recommendations for the development of @yatem, but there was significant resistance
from the small and elite minority of professionafsl industrialists who claimed that taxation
was an affront to private investors (Upraity, 196)ere were brief forays into voluntary
taxation in the mid-1960s which yielded some sus@@sncreasing enrollment in a few districts
(Padhye, 1976). Any mention of attempting a loaahtion based financing model has
disappeared since then.

The first major policy reform in Nepal was the Nal Education Sector Plan (NESP)
of 1971 that was financed by USAID and sought &atz a unified system of public education,
with district level education offices empoweredattminister schools. The policy emphasis was
on central planning and there was a shift of tikedoof control to the capital Kathmandu. The
guest to increase central government responsimitity particularly significant in terms of
teacher provisions and also led to a loss of iniheeof local interest groups in schooling. The
nationalization movement did not last long — staytvith the Decentralization Act of 1982,
Nepal has undergone a three-decade long emphadiscentralization, bolstered by increasingly
important donor support. Private schools were I@agd to operate starting in the early 1980s,

and have since expanded significantly.
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While there has been substantial growth in educ&ttzess, there remain pervasive
problems with poor education quality in Nepal's eslion system. The significant growth in
education access since the 1980s have led to stibsfarogress in out-of-school rates in Nepal
—as shown in Table 4.2, while over 36% of 6 toy2dr olds never attended school in 1995-96,
the number had decreased to 8.7% by 2010-11. Gittisents who did not attend schooling,
schooling costs are not as prohibitive as they tsé@ in the 1990s. However, parents desire
not to send their children to school and the nedtktp around the home continue to be the key
reasons for lack of schooling access. Self-regoota 6 to 24-year olds, detailed in Table 4.3,
suggests that poor academic progress at the sgaehtially due to high repetition or lack of
learning, is a dominant reason for student dropdepal has very high repetition rates,
particularly in early grades and there still arelypems with education completion. In
conjunction, these statistics point to issues ahbgdow schooling quality, alongside economic
and sociocultural barriers.

A main policy reform initiated in the past decademprove education quality was the
Community School Support Program (CSSP), modelen #fe community-focused
decentralization programs in Latin America. The €S8ught to shift management control and
financing to the community level and reduce governnresponsibility to a facilitator role
(World Bank, 2003). The main rationale for the decaization push was the notion that pre-
1971 community initiated and operated model folostihg provision was more successful than
the centrally governed Nepal education system. &\thié program was initiated and promoted
with much fanfare, there has been significant opjposto the program, particularly from
teachers (World Bank 2011; GSDRC, 2011). Anothgrartant recent policy was the
establishment of the per-child fund (PCF) accoutitglinechanism, which was initiated in 2008

with the goal of tying funding more directly to eliment.
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Furthermore, the public education system has blegued by issues of overt
politicization'®. Some of the key instances of political dysfunetiwe found in the teaching
profession. An Education Service Commission waabdéished for the purpose of independently
hiring and certifying teachers in 2001. Howeveg tommission remained defunct for the
greater part of the last decade, and has onlyestéine process of hiring teachers in a transparent
manner for the 2013-14 academic y&aFhe country addressed the need for teachers to
accompany the education expansion efforts of tR94 By appointing temporary teachers
through “rahat” (relief) quotas from the developin@onor funded) budget. Local school
experts frequently remarked on the questionablggestive teacher hiring practices in the period,
and suggested that the legacy of loose teachaghiad endured and exacerbated in the present
political climate. Specifically, experts suggesttthese systemic problems have allowed the
teaching profession to be held hostage to politidatests. In such a context, private schools
have thrived since they provide a relatively pctitiree education environment, teach in the
valued English medium of instruction, and haveir@ly produced better student test scores
than public schools.

Financing the education system has become incigggsmliant on foreign assistance.

The lack of domestic revenu&so support expenditures coupled with massive déhrca
expansion has contributed to the country’s increéasgendence on foreign assistahie

education spending.

9 The extent and dimensions of political interfereicNepal's education system are discussed in more
detail as one of the reasons for their inabilitgdonpete with private schools in Chapter 7.

1 Source: http://www.tsc.gov.np/

2 One of Nepal's key financial issues is low donegtvenues. Even in comparison to other low-income
countries, Nepal has a disproportionate and unsasia reliance on import based taxation and low ta
yields (IMF, 2011b).

13 The growing role of donor funds can be seen irfaheign role in budgetary allocations that haverbe
made for district level expenditures, which areassafely accounted for from expenditures that ardeama
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Thus, Nepal's experience has unique context spetiracteristics. Still, Nepal is a
good choice for the analysis on competition site@xperiences are likely to be significant in a
comparative sense for a range of developing camtHirstly, Nepal's experience is relevant for
other South Asian countries, as there has beensifieé private sector growth in India
(Muralidharan and Kremer, 2009) and Pakistan (Abididas and Khwaja, 2008). Secondly,
Nepal's experience provides insights for other tigyag countries with which it shares
structural similarities, such as land-locked comstor countries in conflict situations that have
robust private sector engagement in educatios.ifhportant to thoroughly analyze how public
schools in countries like Nepal are being impatiggrivatization growth so that more rigorous
evidence can be used for policymaking.

Needs addressed by the Primary and School-level $&acdary Data Collection

| decided to collect primary data and school-lesegdondary data after a careful
exploration of the available datasets on educatiahan assessment of their limitations for the
research study. Some of the comprehensive datasstsnot focused on education but provided
important descriptive and methodological insightst instance, the main living standard survey
that has been conducted in Nepal three times (2892003/04, and 2010/11) was primarily
useful for providing some of the key descriptivatistics on household burden of schooling
expenditures and adult and child enrollment amadity. The School-Leaving Certificate (SLC)
study of 2004 is a comprehensive cross-sectiondiyshat surveyed school principals, teachers
and students, and also collected performance @a&a2004 dataset has been utilized for
policymaking at the secondary school level, andréety of interesting research studies on
private tutoring, public-private differences, aminpetitive effects in Nepal (Bhatta, 2004;

Jayachandran, 2008; Sharma, 2012; Thapa, 2011)evémwthe dataset suffers from three key

from the central government. In the five-year pgtietween 2004-05 and 2009-10, district level spend
quadrupled (in nominal terms) while central spegdioubled. In the period, foreign grants and loans
constituted over 90% of the funding for districkééexpenditures (Ministry of Finance, 2009).
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limitations for this dissertation. Firstly, the datome from the 2004 academic year, which
makes it outdated for studying whether public sthbave been impacted by the significant
recent expansion of private schooling in Nepal.oBdty, since the dataset was not focused on
competition, it does not capture data on schoaotigsl and perception questions that relate to
public-private differences and competition. Thirdbince the sampling strategy was focused on
national representativeness, the dataset couldavat captured the diversity of competitive
experiences within each locality. These are imprsaortcomings for my dissertation approach,
which is based on the argument that we need ar hetteerstanding of how competition is
experienced locally (Betts, 2009; Lubienski and t#a&4j 2010; Miron, 2010).

The primary data collection addresses these issubs following ways. Firstly, |
administered a principal survey which collecte@vaht information on competition measures,
school policies, and perception questions. Thecgrat survey allowed me to investigate the
guestions raised in the conceptual framework nmooeotighly from the school principal's
perspective. Survey data was collected from evebip secondary school that had students who
participated in the School-Leaving Certificate (§leam in 2008 in the two districts of study.
Secondly, | conducted a variety of interviews wittional, district and school-level officials in
the two districts of study, and in a set of othigetse districts. The extensive qualitative data
collection allowed me to gain multi-level staketaldhsights. Even though the questions were
focused on how public schools were experiencingrasgonding to competition, the answers
also come from adequate investigation of privat®ets, government officials, and parent
perspectives on the issue.

Besides the primary data collection, | also gaiaetess to the Nepal school-level
national records in education, and detailed disleiel records on private school fees and
establishment histories in the two main distridtstady. The annual national records were

essential to be able to understand the extentiedtprmarket share, and the trends in enroliment
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and demographic characteristics of public and peigahools. The district level records were
needed to capture the historical evolution of graadion and the diversity of private schooling.
These extensive datasets on schooling charaatsrisive not previously been made available
outside the district education offices for analgtipurposes.

Research Sites
Selected Districts

Within Nepal, the in-depth data collection for tlesearch study was completed in the
two districts of Kathmandu and Chitwan. These witgtrwere chosen because they represent
contrasting but fairly high privatization contextsthe nation. As shown in Figure 4.2 and Table
4.4, the five other districts (Dadeldhura, Jhapayr€palanchowk, Mustang, Sarlahi) that were
selected for supplemental analysis come from déevec®logical belts and have varied
population characteristics (CBS, 2008). As disptayeFigure 4.3, these districts vary
substantially in schooling performance and therexté education privatization. That is, in
contrast to national discussions, there are distviith few private schools that are also
performing quite well in meeting the minimum pradiccy quality measure.

Kathmandu district contains the capital city, tighlest population density, and the most
urbanization in the country. The district also taslongest history of privatization and the
highest private market share in total enrollmemud,; Kathmandu exemplifies the extreme
privatization scenario in the Nepal context. Itpexence may be especially relevant for other
districts with major cities such as the other aittrin Kathmandu Valley (Lalitpur and
Bhaktapur), and Kaski district (Pokhara). Chitwastritt includes the largest municipality in the
country, Bhaktapur, and is an important econonaciad and tourism hub located in the Terai
(plains) region of the nation. Most of Chitwan @nhabited as it contains forests and major
wildlife reservations. Compared to Kathmandu, Chitvis much smaller, it is still urbanizing,

and its population density is significantly lowelowever, it is a region that has experienced
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substantial, more recent privatization. Chitwan rpayepresentative of about ten other districts
that have medium-sized and growing urban regiodsrelatively large rural areas.

Chitwan and Kathmandu share similarities in terfrdesnographic composition. While
it used to be a historically Newar (Tibeto-Buddta#inic group) region, the capital city of
Kathmandu has routinely experienced significantratign from throughout the country, making
it a true sociocultural melting pot (CBS, 2011)the 1950s and 1960s, Chitwan districts
underwent substantial deforestation and malaridieton, and the government encouraged
habitation in the region. The initial settlers cafmoen throughout the country and thus Chitwan
is also populated with significant linguistic arttirdc diversity. Chitwan and Kathmandu are the
two most socially and politically aware districtsthe country. The in-depth investigation of
these two districts provided me with an understagadf how public schools are likely to
respond in regions that experience high and groekppsure to private schools. Moreover, the
fact that all public schools in the districts hdneen surveyed meant that | was able to gain
insights from rural regions in the two districtdhish makes the analysis relevant for the
remaining districts that have primarily rural pagigns.

Of the other five study districts, Mustang is arspyy populated, relatively inaccessible
mountain district but is relatively wealthy dueadventure and religious tourism. Jhapa and
Sarlahi are populous regions in the plains (Texbihe country. While Jhapa has relatively
progressive indicators, Sarlahi in the centralnddias one of the lowest official percentages of
private schools, and suffers from one of the higbgeader disparities in the country.
Kavrepalanchowk and Dadeldhura represent hillyridistof the country. Kavrepalanchowk
benefits from being located right next to the Kagimahu valley and thus has significantly
developed infrastructure and education accessh®ather hand, Dadeldhura is in the far-west

part of the country, is primarily rural, and hasited economic growth opportunities. Thus,
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these districts represent the ecological and ecandiversity in the country, and are helpful as
comparisons to the experience of competition inweemain study districts.

Datasets from Primary Data Collection
Principal Survey

A principal school survey was administered for thissertation to principals under my
supervision between July and September, 2011.yfies tof data collected included data on
competition measures, school policies, perceptimstons, and education indicators. The key
data components of the principal survey are oulineTable 4.5, and discussed in greater detalil
in each results chapter. One of the initial decisithat | made was to restrict the analysis to the
impact on public secondary schools because therajgr performance assessment conducted
in Nepal is at the end of high-school {1grade), called the school-leaving certificate ($LC
examinations. | decided to survey principals siey are the main officials who are responsible
for school decision-making. In the figures and eéaldbr all chapters, | will reference this source
as “Principal Survey” for simplicity.

Survey instrument desigfihe survey questions, particularly on school peticwere
developed by primarily referencing Rouse et al0@®& study on Florida and the Nepal SLC
study questionnaire (MoES, 2005). | developed &utdhl perception questions on public-private
differences and motivations and expectations frommeting with private schools based on my
contextual knowledge, and initial qualitative fielork from Summer 2010. The instrument was
finalized after discussions with key school pridgpand a formal pre-testing in June, 2011. The
survey was then administered by 20 enumerators &aontracted firm.

Sampling desigiThe sampling frame for data collection was thedfssecondary
schools that had participated in the high stakeerstary examination in 2008 — 2009 academic
year (Nepali year 2064). The sample was a censtiegiublic secondary schools and a

randomly stratified sample of private secondarysth The sample consists of 212 public
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schools (145 Kathmandu public schools, 67 Chitwalnlip schools) and 81 private schools (58
Kathmandu private schools, 23 Chitwan private st$)o®he rationale for collecting data on a
census of public schools was to capture the diyeo$iexperiences with competition throughout
the two districts. The private school sample isnarily used to illustrate the differences between
public and private schools in policy adoption andgpal perceptions. There was a 100%
response rate from public schools for the sectiwnsompetition measures, perceptions and
policies. A random replacement procedure was fatlvn case of non-response from the private
schools.

Data on competitionThe school principals were asked to identify thenbar of private
and public primary, lower secondary and secondeinpals within one kilometét of their
school. The data was used to define one of theetbgemeasures of school competition,
geographic proximity. School principals were alskel for their subjective opinion on their
competition. They were asked for the names of upree competitor schools. Public schools
that identified at least one private school asrapmstitor could be defined as public schools that
subjectively experience competition. They were alsied to name up to three of the best
secondary schools in their district.

Data on school policiesschool principals were asked whether or not theyectly
implemented policies on recruitment and promotasher policies to make schools more
attractive, policies on instructional time, atterfgpteduce student and teacher absenteeism,
policies to improve teacher quality, parental ggtition, and enhance selectivity in the
admission process. They were asked the questioadiasry outcome (yes/no) and also asked
the year they started that policy (the retrospeatiata), and which grades (grades 1 through 10)

they were implementing the policy. The enumeratated that principals would often ask for

14| was debating between using one kilometer onartimute walk to proxy geographic proximity. | was
advised by the survey firm to use one kilometeirduthe survey finalization process.
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the assistance of other school officials to enswaeiracy of their responses, especially if they
had not worked at the school for a long time.

Data on perceptionslhe data on perceptions include questions on school
decisionmaking, school climate and environmentiptgrivate differences and the expectations
and motivations of public schools to compete. Sthoacipals were asked to respond to these
guestions on a 4-point ordered Likert scale. Bagefield visits, it appeared that principals were
more likely to err on the side of mildly agreingvthe questions. Thus, they were less likely to
strongly agree or disagree with the responses.

Statistical indicatorsSchool principals, with assistance from the scla@obuntants or
other teachers responsible for school accountss imegrviewed to put together some key
statistical data on enrollment, demographics, sichedormance, selectivity, fees, and school
finances for the past three years. The surveyadtempted to collect data from ten years ago but
most of the schools were unable to provide thatrrmbtion. Most of the data, except for data on
student selectivity, are supposed to be compilethi® national records. The rationale behind
collecting the data through the school survey waensure a high response rate for important
variables.

Qualitative Data

| collected all of the qualitative data. In the Exptory phase (Summer 2010), |
conducted interviews with a few national policymesk@epartment of Education), district
officials (District Education Office) and visits three public schools each in Kathmandu and
Chitwan, and Jhapa, Mustang and Kavrepalanchowiiaigsto understand public school
functioning and the key issues plaguing public stihg. In the Summer of 2011, | had
narrowed my research questions to focus on puthiod decision-making and the experience of
private competition. In Kathmandu and Chitwan, haacted a detailed study which included

discussions with district officials, local levekthict officials (resource persons), and interviews
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with principals. | additionally visited two otherstticts, Sarlahi and Dadeldhura, and
interviewed district level officials and four publand private school principals to understand the
privatization and competitive environment in thossricts. | also had discussions with a larger
group of other national policymakers in the Depamnitrof Education, Ministry of Education, and
National Curriculum Development Center.

In the tables and figures, | refer to detailed daitected from Kathmandu and Chitwan
as “Qualitative (In-Depth) Dataset” for simplicityrefer to the qualitative data from the five
districts and the national policymakers as the ‘ifatave (Supplemental) Dataset” for
simplicity. Other qualitative data used for thelggis include field notes, policy documents
provided by schools and district officials, and sewticles pertaining to public school
competitiveness. The qualitative data sample agdliseussion topics are summarized in Table
4.6.

The interviews were conducted in a semi-structanadner. The interviews with
national level officials focused on the historieablution of private schools in the nation, public
school actions in response to competitive pressutesdifferences between public and private
schools, the effectiveness of school reform effotkee constraints faced by public schools, and
their opinions on school financing policies. Myantiews with the district level and local level
officials were more specific since our discussifmtaised on similar topics but were limited to
their district or their location. At the school-&y| initiated the interview with the school
principal or available senior official with questeon the historical changes experienced by the
school. The interviews then covered other releismtes such as the evolution of privatization in
the region and its impact on the school, their igpis on privatization and recent school policies,
the reforms that they have undertaken recently tlamdonstraints they face while trying to

improve the school.
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Location and school selection within Kathmandu @mitwan.In order to conduct more
in-depth analysis in local settings, | selecte@¢hregions each within Kathmandu and Chitwan.
These regions (an older city location, a newers#mi-urban location, and a rural location)
represented variations in schooling and economitesds within Kathmandu and Chitwan
districts. The locations were selected based oedhleer discussions with local education
experts, and initial fieldwork. | used geographioxmity and resource center location in order
to identify a plausible local education markettas likely that parents strongly factor in distanc
from home while making schooling decisions. Theuese center is the most disaggregated
level of the education bureaucracy in Nepal andreseurce person is in charge of the resource
center and monitors and caters to the needs @frédaes public and private schools.

The main city area in both districts consists gydations that have historical ties to the
community, and feature some of the oldest schaalsn@ighborhoods, and the earliest
transportation and industrial development. The agimén regions are regions that were more
recently urbanized. In Kathmandu, the semi-urbgioreis substantially populated while in
Chitwan it is a much more recent population ancguartenter. The rural region is considered
relatively remote and is more sparsely populatée: fliral region selected in Kathmandu is on
the outskirts of the major city and has a higharslof migrants, while the rural region selected
in Chitwan is a remote village area close to th@m@arests with historically disadvantaged
populations.

The strategy was to select a diverse set of fosixtpublic and private schools that were
geographically close enough to each other to beidered as schooling choices for the people
living in the community. The final school selectidecisions were made through a series of
discussions with local education officials and exatory analysis from the Summer of 2010.

Since | went through a prolonged selection proddsslieve that | have sampled schools that

52



provide a relatively accurate sense of most olvHir&tion of options available to local middle
and lower class parents in those locations.
Parent Survey and Focus Groups

The data on parent decision-makihgvas collected from focus groups and parent
surveys in the two districts of Kathmandu and CaitwParent surveys were collected from 30
parent meetings conducted in urban, semi-urbamaadilocations with sixth grade parents
between June and September 2011. A team of eigl#ysenumerators administered brief
surveys to the parents to gather data on basiofghiharacteristics and their responses on the
reasons they chose the school, the other schagisctinsidered, the reasons for private school
attraction, their satisfaction with the school, @meir involvement in and knowledge about their
children’s education. | conducted the focus gramgself. The focus group protocols were
focused on similar themes, but allowed for lesstéid) specific examples to the research
guestions.

Datasets from Secondary Data Collection

There are six secondary sources of quantitative ttatt have been used for analysis in
the dissertation: (1) the national school levebrds on education based on the Education
Management Information System (National EMIS daf&)the national school level records on
the high-stakes School leaving certificate exanomat(National SLC data); (3) population and
community characteristics from the Population Csr({flational Census data), (4) district
records on private school fees and establishmemsyieom Kathmandu and Chitwan (District
private school records), (5) National Living Start#aSurvey (NLSS) reports, and (6) the

School-Leaving Certificate (SLC) 2004 study.

15 While the parent dataset is not explored fullyhis dissertation, the data has been used briefly f
descriptive purposes in some of the chapters. Eetailed description of the parent decision-making
research design and literature, see Joshi (2013).
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National EMIS data: The Education Management Information System (ENHSsed
nationally to produce annd&reports on national schooling trends (studentheaand
infrastructure characteristics) on all public amigite K — 12 schools. | use the Flash reports that
provide district-level aggregates for national diggive statistics on student characteristics.d us
the Flash school-level dataset for the quantitaivalysis. | used the data to compute another
measure of competition — the private market shaenrollment at the disaggregated local levels
(VDCs and wards). | also use it to define soméhefdontrol variables on school efficiency,
teacher characteristics and infrastructure thatiaee for the regression analy$i@voE,
2012b). In the tables and figures, | refer to $Rlaeports” and “Flash dataset” to denote the
EMIS data being used for simplicity.

National SLC data:The Office of the Controller of Examinations pubks the school
leaving certificate (SLC) examinations results fhggakes examination outcomes). In recent
years (since 2062 (2005-06)), they have been pioguooks with school-level data on the
high-stakes examinations. | manually scanned tkeefdathe research. These books contain
district-level data, and data on the average selevel examination scores in the six compulsory
subjects (English, Nepali, Mathematics, Sciencejé&tudies, and Health, Population and
Environmental Education); the number of students appeared in the examination, number of
students who passed the exam (scored over 32%)uthber of students who failed (scored less

than 32%); and the number of students who scorddfarent percentage ranges. These data are

% The data system was initiated in 2003. Howeverdisgussions with officials suggested that credible
data from the dataset are available from the 2@8demic yeaf.

" The data collection process is as follows: thesa dre filled out in paper forms by the schodbizfs
twice a year (Flash | and Flash 1), and submittethe District Education Office. The data are then
compiled through the use of an online reportingesysby appointed school supervisors in each Distric
Education Office. The data are further compilethatnational level by the Department of Education
EMIS office and used to produce the Flash | andiFlaannual reports on the education system. The
types of data collected include student charatiesigeacher characteristics, school infrastrgtschool
inputs, and school finances. At the beginning efybar, finance data from the previous fiscal year
collected — for instance, at the beginning of tB&1212 academic year in April-May, the 2010 fisgedr
finance data are collected.
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used for outcomes analysis and to describe scla@tions in policy adoption and other
characteristics by academic performance (OCE, 20€E, 2010; OCE, 2011; OCE 2012). In
the tables and figures, | refer to “SLC reports &8LC dataset” to denote the EMIS data being
used for simplicity.

National census datal he general level of community awareness and wielipare also
likely to affect a host of aspects such as decifoprivate school entry and pressures on the
public schools to stay competitive. | use data @outation growth rate, migrant population and
literacy rates for district-level descriptive ssitis. | use village development committee level
disaggregated literacy rates from the 2001 CerSBS${ 2002) for the regression analyses. In the
tables and figures, | refer to these data as “GeBsia” or “Census Reports” for simplicity.

District-level records:Data was collected through the district educatitfices directly
since the national school records did not includermation on private school fees and the year
of school establishment. These data were manuatigred from hard copy records from district
education offices. These data provide a sensewfdnivate schools have expanded in the two
districts of study, and a sense of the diversityahool fees in the country (DEO, Kathmandu
2012; DEO, Chitwan 2012). In the tables and figutesfer to the dataset as “District Records”
for simplicity.

National living standards survey datd:utilize various reports that utilize the natibna
household survey (1995-1996, 2003-04, and 2011dl@)ovide household-based information
on education participation rates, household expere$i, and the linkages between poverty and
education. | utilize published reports and somerigsve analysis of the survey data for this
purpose. | refer to the dataset as “NLSS ReportSNaSS Data” for simplicity.

SLC study 2004 datd:utilize the nationally representative, comprediea survey of
institutions, teachers, students, and parents a@tedun 2004 to provide some of the baseline

indicators of the national status of policy adopsi¢e.g. English medium, coaching classes). |
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conduct some brief descriptive analysis for thigopge. | refer to the dataset as “SLC study
2004” for simplicity.
Methods

| utilize qualitative and quantitative proceduresahswer the research questions posed in
the dissertation. The mixed methods approach alfoe/$o present analysis that focuses on the
representativeness of the competitive experiendlewhthe same time highlighting the
contextual characteristics of the process. | lyrisfimmarize the methods utilized in the
dissertation here, and discuss the techniques e detail in the respective chapters.

For the qualitative analysis, all of the interviewsre transcribed and translated, and
then coded using a structured approach for themg:patterns by research questions in each
chapter (Yin, 2010). | was able to use the prindip@rviews to compare variations in thematic
emphasis between public and private schools, am@lurban regions, and between districts.
Using the district and local official interviewswias able to compare rural and urban regions,
and Kathmandu and Chitwan districts. | was additilyrable to contrast principal, local
government official, and national level officia|gérspectives on these themes.

For the descriptive analysis, | utilize the relevaational and district-level records from
the Flash reports, the SLC reports, the Censustseibe district records, and the principal
survey. In each chapter, | present a variety @wvaht descriptive statistics such as measures of
central tendency, scatter plots, bar graphs, anélations.

For the quantitative analysis, | utilize a schaadl dataset that has been put together
using the principal survey and the Flash datadef, &ataset and the Census dataset. | refer to
the dataset as “Combined Quantitative Datasetierrégression results in the results chapter for
simplicity. The dataset includes data on schoatingracteristics, policies, student outcomes, and
community covariates for the 212 public secondahosls in Kathmandu and Chitwan that

were part of the principal survey sample. The \@es that are used in the quantitative analysis
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were finalized after utilizing missing imputaticechnique¥ and conducting descriptive
analysis. In each chapter, | utilize OLS, logit andered logit regression techniques, depending
on whether the dependent variables are continwodsred categorical, or binary variables
respectively.

The final chapter on outcomes is the only chatar tonducts longitudinal analysis
using four years of data. In this chapter, | analy®e test score outcomes and enrollment data
using random and fixed effects regressions. | assinstrumental variable strategies on the test
score outcomes data to improve causal inferenoefimal chapter utilizes two versions of the
Combined Quantitative Datset. One set of analgsimsed on school-level data, and referred to
as “Combined Quantitative Dataset — School-leveh@a” in the tables. The school-level
sample is equivalent to the sample used in theysisaor Chapters 5, 6, and 7. The other
analysis in Chapter 8 is based on the localityl|emad is the same dataset that has been
aggregated to the locality level. This dataseefsrred to as “Combined Quantitative Dataset —

Locality-level Sample.”

18| utilized predictive mean matching to multiplypute the covariates, which were less than 5% of the
sample. Since the data do not change substantidhythe imputation, the results without the imglte
data points are not presented here.
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Chapter 4 Figures and Tables

1. PRINCIPAL SURVEY
Survey of competition measures, school policies, principal perceptions, and
—> | education indicators

N [212 public schools and 81 private schools] [Summer, 2011]

e
In-depth analysis 2. QUALITATIVE (IN-DEPTH) DATASET

(Kathmandu, * Exploratory analysis (Interviews with district officials and 3 public school
Chitwan) officials) [Summer, 2010]

¢ Detailed study
+ Interviews with district officials and resource persons
Primary

« Principal interviews, parent focus groups and parent surveys in 30
sources ‘ public and private schools [Summer, 2011]

L

—_— -

Supplemental 3. QUALITATIVE (SUPPLEMENTAL) DATASET

> Analysis > |+ Interviews with national policymakers and implementers

*  Interviews with district officials and public and private schoolsin 5 other
districts ( Dadeldhura, Jhapa, Kavre, Mustang and Sarlahi) [Summers,
2010,2011]

7 =

/
/1. NATIONAL EMIS DATA (student, teacher and infrastructure indicators)
. School-level data [FLASH DATASET]: District-level and national-level aggregates [FLASH REPORTS]

2. NATIONAL SLC DATA
. School-level data [SLC DATASET]:; District-level and national-level aggregates [SLC REPORTS]

3. NATIONAL CENSUS DATA

Secondary +  Community-level data [CENSUS DATASET]: District-level and national-level aggregates [CENSUS REPORTS]

sources
4. DISTRICT PRIVATE SCHOOL RECORDS (Kathmandu and Chitwan only)
«  School-fees; School establishment year: regulations on private schooling: ownership turnover

5. NATIONAL LIVING STANDARDS SURVEY DATA (household-based education indicators, expenditures)
. Household-level and community-level data [NLSS DATASET]: District-level, region-level and national-level
[NLSS REPORTS]

6. SLC STUDY 2004 DATA (national high-stakes examination survey)
K Data on institution policies [SLC STUDY 2004 DATASET]

Figure 4.1 Data sources
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Figure 4.2 Districts of study
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Table 4.1 Incidence of poverty in Nepal

1995-96 2003-04 2010-11
National poverty rate 41.8 30.8 25.2
Rural 43.3 34.6 26.4
Urban 21.6 9.6 15.5
Development regions
Eastern 38.9 29.3 21.4
Central 32.5 27.1 21.7
Western 38.6 27.1 22.3
Mid-western 59.9 44.8 31.7
Far-western 63.9 41 45.6
Ecological belts
Mountains 57 32.6 42.3
Hills 40.7 34.5 24.3
Terai 40.3 27.6 23.4
Years of schooling
illiterate 50.9 42.0 335
5 or less 35.7 28.2 27.0
6-7 28.5 23.3 19.5
8-10 19.8 8.4 12.9
11+ 11.4 1.6 7.1

Sources: CBS, 2006 and CBS, 2012.

Note: The consumption aggregate based povertyhhisdbeen recomputed in 2010-11 given the fact that
food and non-food consumption patterns have chadgestically since the poverty line was first
estimated in 1995-96.

61



Table 4.2 Reasons for never attending school,28tgear olds

Self-reports of key reasons for not attending sthoo

% of 610 24 (% of students who never attended school)

year olds who

have never Parents did not
attended school Schooling was want the student to Had to help at
too expensive go to school home
1995- 2010- 1995- 2010- 1995- 2010-
96 11 96 11 1995-96 2010-11 96 11
Total 36.3 8.7 19.8 7.3 29.9 30.0 20.7 25.5
Male 22.3 4.8 25.0 6.8 16.8 14.5 19.0 135
Female 49.8 12.0 17.6 7.5 35.5 35.3 21.4 29.6
Urban 16.3 4.3 29.5 8.6 23.6 27.9 17.1 18.2
Rural 38.0 9.7 19.5 7.2 30.1 30.2 20.8 26.3
Poorest
Quintile 58.1 16.6 23.0 8.6 26.6 29.1 19.3 24.2
Richest
Quintile 13.4 2.2 11.6 4.8 23.6 30.7 23.6 28.5

Sources: NLSS reports. CBS 1997, CBS 2012b.

Note: For 1995-96, the definition of “help at hometluded work for home and businesses, which may
have resulted in more responses from boys in 1895-9
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Table 4.3 Self-reports of key reasons for dropmingof school, 6 to 24-year olds
(% of respondents who had dropped out of school)

Had to help at Poor academic Parents did not
home Too expensive progress want it
2003- 2010- 2003- 2010- 2003- 2010- 2003- 2010-
04 11 04 11 04 11 04 11
Total 26.8 22.0 11.5 6.5 31.6 24.6 8.5 7.4
Urban 23.1 18.1 15.7 7.0 334 23.0 6.1 5.4
Rural 275 23.0 10.7 6.3 31.3 25.0 8.9 7.9
Poorest Quintile 27.1 27.6 19.4 11.3 29.3 18.2 7.5 10.0
Richest Quintile  22.7 17.1 8.9 3.9 33.3 25.8 7.0 6.2

Sources: NLSS reports. CBS 2004, CBS 2012b.
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Table 4.4 Population characteristics of the studiridts

Literacy rate

Annual Population Average (can read and
Population density Total % absentee household write, Six
Growth rate  (sg. km.)  population population size years and
(2001-11) (2011) (2011) (2011) (2011) older) (2001)
Mustang -0.82 4 13, 79¢ 10.7 3.9¢ 51.2
Dadeldhur. 1.1t 92 141, 54. 8.2 5.12 47.€
Chitwar 1.8¢ 25¢ 566, 66! 8.6 4.2 64.2
Kavre 0.11 27¢ 389, 95! 3.7 4.t 53.:
Sarlah 1.9C 611 768, 64! 2.7 5.4¢ 32.¢
Jhapi 1.64 50% 810, 63! 9.c 4.¢ 63.7
Kathmand 4.7¢€ 440¢ 1.74 mill 5.6 3.7 77.2
Nepa 1.4 181 26.6 mill 7.1 4.7 38.(

Sources: Census Reports, 2001 and 2011.
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Table 4.5 Primary quantitative data: key componehtke principal survey

Section Date
1. Competitior *  Geographic proximity (number of private secondatyo®ls that are within
Measures 1 km walking distance from the school)

*  Subjective definition of competition (1 = if publchool mentions at least
one private school when asked to list up to thobedls that they are in
competition with)

2. School Policie
[whether they have
currently adopted
the policy or not;

when they start
adopting the policy
(recall year);

which grade levels
have they adopted
the policy for
(between grades 1
through 10)]

Private-mirroring Strategie

e Adding English medium of instruction

* Providing Computer Education

* Adding Ties and Belts to School Uniforms

* Providing Homework diaries

Quasi-private instruction focused strategies

» Tutoring sessions for high-stakes examination (geraad targeted to
weaker students)

* Add instructional time (lengthen school day, adgsdar those lost to
strikes, keep school operational for some timerduviacations, provide
added lessons for weaker students)

* Measures to enhance control over teacher perforengnanetary
incentives, efforts to reduce teacher absenteeism)

Quasi-private non-instructional strategies

» Promotional strategies (advertising in TV or nevgspa; develop
promotional materials)

» Strategies to enhance selectivity in the admisgioness (take entrance
examinations, take initial admission fee, intervigavents)

3. Perceptiot School decisionmaking(from no influence to complete contr
Questions * Influence of stakeholders in appointing new teaghevaluating teachers,
deciding how the budget will be spent, in monitgriracher absenteeism
and student absenteeism
School climate and environment:
* Questions on staff morale and parental involven(feom not at all
accurate to very accurate)
e Student role in disrupting the environment (fronvereto often)
Statements regarding Public-private school diffeesi(from strongly
disagree to strongly agree)
» what is attractive about private schools to parents
» principal opinion regarding privatization
» differences between public and private schools
Statements regarding Expectations and motivatiémsiblic schools to
compete(from strongly disagree to strongly agree)
* Incentives to compete
* Required changes and expectations from changes
» Factors that affect schools’ ability to compete
4. Educatior * School-leaving examination scores; student enraltirstudent selectivity;
Indicators student fees; income and expenditures
Sampli 212 Public Secondary Schools and 81 Private Secpi@taiools [Kathmand

and Chitwan districts]

Source: Principal Survey.
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Table 4.6 Primary qualitative data: key discussi@mes and study sample

Research Questic Sul-topics of sen-structured discussio

1. On Competition (historici » Historical evolution of the public school in terofs
evolution of school and demographic characteristics of student body; ememik;
privatization environment) performance

» Historical evolution of privatization environment
» Discussion regarding impact of specific privatecsth

2. On School Palicie * Perceptions of key public-private policy differeace
(what the school has adopted, and  What the school has adopted

what it still needs to) «  What it needs to adopt in terms of policies

3. Motivations and Constrait » Political influence in school decisionmaking

(what motivates or constrains thes  Bureaucratic interference, lack of monitoring
schools’ actions) « Opinions on the efficacy of key education policies

*  Community support

» Parental awareness/ education consciousness
* Principal leadership

» Financial and personnel resources

»  Specific Examples of difficulties faced while implenting
certain policies

4. Impact on outcom * The long-term reasons for outcomes success (irstefm
(linkages between policies and student enroliment and student performance)
outcomes) +  Specific policies that have led to improvementeutcomes,

or should lead to improvements in outcomes

Sample
* National interviews 8 interview:
+ District level public and 15 interview:

private school officials
* Local education officials 7 interview:

*  Public school principal 30 interview:
interviews

*  Private school principal 22 interview:
interviews

* Parent focus groups and 28 focus grouf
surveys 147 parent surveys

Sources: Qualitative (In-Depth) dataset and Qualdg Supplemental) dataset.

Notes: These topics were broadly discussed atatienal level, and the discussion became more fipeci
at the district and school levels. The table da#snclude an exhaustive list of all discussiomtles but
rather the themes that are most important for ibsedation analyses.
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CHAPTER 5
THE EXPERIENCE OF COMPETITION
Abstract

This chapter addresses how public schools experiemmpetition from private schools
in the Nepal context. | argue that experiencing petition is a necessary starting point for
public schools to feel the need to initiate refotmsompete with private schools. | utilize
guantitative and qualitative data to elucidate hlogvexperience of competition is linked to the
extent of privatization, school and community cleéegstics and principal perceptions. | find
that there are key temporal and demographic dirnesghat determine the public school's
experience of competition and their ability to r@sg@ with reforms. Public schools were shielded
from experiencing substantial competitive presstimesughout the early phase of privatization
(1980s and 1990s) because of growing populatiodsvass education expansion. Competitive
pressures on public schools intensified in the 20fl(: to rapid private sector growth, public
school enrollment declines, and an accountabiliggimanism tying financing to enrollment.
However, unregulated privatization allowed for lebegm sorting of higher SES students out of
public schools, which resulted in the stigmatizaiwd urban public schools. The most negatively
affected public schools are unlikely to be abledmpete with private schools regardless of the
severity of newly established accountability pressuMoreover, the analysis of principals’
subjective experiences suggests that despite ggapviatization, many public school principals
do not view private schools as competition becaélisg may believe that private schools
function in separate, parallel systems or thatgdenschools do not really provide better quality.
Since the historical evolution in demographic tseadd public school stigmatization is a
phenomenon that is likely to be found in other dgwimg countries, policymakers need to be
mindful of the role played by stigmatization of fialschooling in how public schools can react

to accountability pressures and compete.
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Introduction

| describe the circumstances under which publiosishexperience competition in this
chapter. | argue that public schools need to seoispetitive pressures in order to feel the need
to respond with policy improvements. | addressfétlewing research question in the analysis:
How do public schools experience private competRibfirst provide a thorough account of
objective measures that would determine competiganh as the number of private schools in
their locality and the accountability mechanisna ghut incentivize public schools. | then
highlight the subjective experience of competitismch as the principal perspectives on their
school's historical experience with competitiongddhne characteristics of the public schools that
identify private schools as competitors.

I will show that private schools have grown rapioiythe past decade, due to higher
parental demand and ease of market entry intoritaatp sector. | will then argue that public
schools have recently begun to face more pressuiEsmpete with private schools because they
face enrollment declines and are now funded byaateountability system which ties
financing to enroliment. However, | will also sholat principal perspectives indicate a more
complicated experience of competition. | find ttia public schools’ historical experiences with
privatization vary by the local context, and thigreatization of public schooling is more of an
issue in urban areas. When asked to identify camgpsthools, public school principals selected
public schools that have higher enrollments thair tfchool, and only about half of them
mentioned nearby private schools. Over two-thifd#ie public schools only mentioned other
public schools as being among the best schooleiwlistrict. The public schools that were
identified as the best schools were more seleatiaee expensive, and had higher test scores
and higher enrollment than the sample schools fadtehat not all public schools view private
schools as competition or as among the best schotieir district may indicate a lack of

private schools in their proximity, the belief thmivate schools are governed by different
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regulatory mechanisms, or principals’ assessmentativate schools really are no better in
terms of quality.
Conceptual Framework and Research Questions

The literature and conceptual framework demonstridtat a multi-dimensional
approach would be required to comprehensively desthe experience of competition. The
guantitative literature suggests that public schaoé expected to feel competitive pressures if
there is a high private share of enrollment inrthegion (private market share) or if they are
located near more private schools (geographic pribyj. However, as discussed in the
conceptual framework, there are a variety of ihgiglicy conditions, locality and school
characteristics that may obscure how the publioslshactually experience competition,
regardless of the number of private schools ardoeoh. To reiterate, some of these conditions
include whether the districts and the school afiesng from enrollment declines, whether they
are facing accountability pressures, and the cheniaics of the students who are leaving for
private schools. For instance, a school thataatled in a context with overcrowding and teacher
shortages may welcome the addition of new schoaddet their enrollment pressures rather than
perceive them as a competitor that requires arspdgie response. The literature posits that there
is a need to conduct in-depth, qualitative analysdistricts and schools to gain a thorough
understanding of how schools have experienced ctitiopean their local education markets.

Despite the growth in private schooling in Nephérte is very little detailed descriptive
work that explains how private schools have expdradel diversified. Additionally, the research
on Nepal has primarily focused on highlighting petglrivate differences, effects on public
school outcomes, or describing the dysfunctiom@dducation sector (Caddell, 2007; Carney
and Bista, 2009; Thapa, 2011). Consequently, tiseseant research that approaches the
guestion from the public school perspective, illnating how public schools have been affected

by competition through statistical indicators diigls’ own perspectives.
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Bearing the framework and research gap in mindchiagter addresses the following research

guestions:

(1) What is the extent of private competition experezhby public schools in Nepal?

2 What are the other pressures faced by public sshibat mediate their experience of a
competitive threat?

3) How do public school principals view their scho@gperiences with privatization?

4) What are the characteristics of the schools thhlipachools identify as competition or

as the best schools in the district?

Data and Methods

Data

For the analysis, | triangulate data from natidivithg standards surveys, school-level
records, district-level records on private schaplia survey of public school principals, policy
documents, and interviews with government officeis! school principals. Details on the
primary and secondary data are presented in ChdpBaita and Method$ A summary table of
data sources used in the chapter is presentecie Saf®.
Measures of Competition

The main objective measure used to describe thetlyraf private schooling in the
descriptive analysis is the market share of prigateols in total enrollment. | utilize the private
market measure at the national level to show did&vel variations, and within the districts of
study to show intra-district variations (Flash Bz | additionally utilize other objective and

subjective measures of competition that were basdtie primary survey data collection to

19 please refer to Figure 4.1 in the Chapter for ta Map.

% The primary quantitative data is referred to asrf@pal Survey” and the qualitative data is refered
as “Qualitative (In-Depth) Dataset” and “Qualit&igSupplemental) Dataset” in the tables and figtoes
simplicity.
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more comprehensively capture the extent of competiaced by the public secondary schools
of Kathmandu and Chitwan (Principal Survey).

The geographic proximity measure of competition desned as follows: the school
principals were asked to mention the number ofgte\secondary schoblshat were located in
close proximity (within a one kilometer walk) ofetipublic schodf. The variable represents a
well-known geographic proximity competition measthat is used in the literature, and it was
adopted from the 2004 Nepal High-Stakes School-ingp@ertificate (SLC) Study principal
guestionnaire (MoES, 2005).

| also utilize two measures to capture the suljeatkperience of competition. The first
subjective measure of competition is a categoxiaahble that equals 1 if the school principal
mentions at least one private school when promigtdidt three competing schools. A second
subjective measure used for the analysis is a aatedj variable that equals one if the school
principal mentions at least one private school whrempted to list the three best schools in the
district. | define these measures as the “compésinlgool measure and the “best” school
measure respectively. | call the two “subjectivedasures since the measures should capture the
school leadership’s perception of competition aigh lguality schooling. These subjective
measures were designed with reference to Elacoumeler and Buckley (2006)’'s approach to

analyzing parent decision-makitigl argue that asking principals to list the bestampeting

2L Another competition measure was created usingptaénumber of primary, lower secondary and
secondary schools. This was a slightly differemhpetition measure but it did not alter the results
substantively.

2 The category cut-offs of low, medium and high cetitipn were determined separately for the two
districts since the smaller district had far feywswrate schools in proximity, and because the inedat
experience of competition is likely to be distrsgtecific.

% Elacqua et al. (2006) ask parents to list thréeals that they were considering for their childréne
researchers argue that asking parents to explio#iytion the schools that they were consideringces
their tendency to provide socially normed responstgch would be expected if one asked them to rank
whether school academics or demographics were imgrertant in determining school choice. The
authors instead utilize the question on school satméater examine the parent’s true preferenaes fo
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schools is likely to reduce their tendency to gvsocially normed response on privatization,
which could have been expected if | had directkedshem if they thought private schools were
competition or among the best schools in the distri

Empirical Strategy

To describe the extent and evolution of privatmain the country, Research Question
1, I utilize reports from the national living stamds surveys, school records and high-stakes
results databases (referred to as NLSS data, EmMEsathd SLC data respectively in Chapter 4).
| provide descriptive statistics on principal aradgnt perspectives on the reasons private schools
are attractive to provide an understanding of Wwieye has been substantial private sector
growth. | detail the privatization growth in thed districts in Nepal using district records on
private schooling characteristics, the policy doeata on regulations governing privatization,
and interviews with public and private school dtis. | conclude the section using the school
survey data on competition to show that in thesedistricts, the public schools are currently
surrounded by private schools, and that most regiave high private market share.

To describe the factors that mediate the publiosish experience of a competitive
threat, Research Question 2, | utilize intervievith wducation officials, national school-level
records on enrollment, and policy reports to doauirtiee evolving policy and competition
climate. To describe how public schools have expeed private competition, Research
Question 3, | utilize interviews with principalsjdithe survey items on subjective competition
measures. | first present a historical accountgusiterviews with all of the public school
principals in the seven districts of study to amealgny discernible patterns in the historical
evolution of public schools’ experience of privatempetition. These interviewed public schools

provide regional variation as they are locatedrlvan, semi-urban and rural regions in diverse

demographics or academic quality by matching thetimeed schools to national records on school
characteristics. | decided to use a similarly papaektion to study whether public school principals
thought they were competing with private schools.
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districts. Finally, to address Research Questidrafialyze the characteristics of schools that are
identified as competition and the characteristicge public schools that select private schools
as competitioff.

Models

I model competition measures as a function of stand community characteristics to
understand the characteristics of the public sehtbalt are more likely to experience subjective
or objective competition. | estimate the assocrabetween the competition measures and the
school and community characteristics in the twéridis of study using the following set of OLS
regressions:

Coj=a+yP +o0Z +¢ (Model 1)
whereCy,; represents the continuous competition measuregygghic proximity and private
market shareP represents a vector of the explanatory varialaledZ represents a vector of
school characteristic controls.

Then, | model subjective competition measures fasetion of a categorical
transformatiof? of the geographic proximity measure and otheramatory variables to run the
following logistic analyses:

Csubi= @ + Giirgs2+ Cinirass+ PP +0Z + & (Model 2)
whereCgpjequals 1 if the public school identifies at leas¢ private school as a “competing”
school or “best” school in the distri€irasandCnirgssrepresents the medium and high

competition as measured in terms of geographicipriox (low competition is the omitted

24| also analyze the public schools that have beentified as “competing” or “best” schools in more
detail. Some brief analysis on these charactesigtipresented in Appendix 5.1.

% The continuous variable, the number of privat@sdary schools within one kilometer of the school,
was converted to a categorical variable of low, immadand high competition for use as an explanatory
variable in Model 2. The category cut-offs of lawedium and high competition were determined
separately for the two districts since the smallstrict had far fewer private schools in proximiayd the
relative experience of competition is likely todistrict specific.
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category) P represents a vector of the explanatory variallledZ represents a vector of
controls.

The summary statistics of the competition measuses! in the analysis are presented in
Table 5.2. The explanatory and control variablesluiding school and community
characteristics and principal perceptions, usetlerOLS and logistic analysis are listed in Table
5.3.

As discussed in the Chapter on Data and Methods;dmbined quantitative analysis
dataset, referenced in the results tables as tmbihed Quantitative Dataset”, is based on the
Principal Survey, Flash dataset, SLC dataset, lredensus dataset.

Results
What is the Extent of Private Competition Experiened by Public Schools in Nepal?
Evolution of a national public-private two-tiereddeication system

Globally, there are a variety of school arrangesénterms of financing and
management of school activities that can be clasisifs falling within the public-private
schooling continuum (Berends, Springer, Ballou, Wadberg, 2009; Chakrabarti and Petersen,
2009). In the context of Nepal, public and privetaooling have undergone a significant
evolution. In the early years of education accesd-1950s), Nepal's schooling system used to
be entirely community funded and operated. Manthe$e early “private” schools were
supported with the leadership of community leadéers the in-kind and in-cash contributions of
the local communities. These developments are piplc@mparable to initial schooling access
in many countries, including the initial developmehthe U.S. education system in thd"&hd
18" centuries (Tyack, 1974). In the 1970s, a decadebbnalization efforts successfully gave
rise to the public school concept. Private scha@se re-allowed to operate starting in the early

1980s, and truly expanded after the mid-1990s.
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The bulk of the schools that are currently lab@sggbublic or “community” schools,
over 29,000 schools, are either fully or partifdigded by the public sector. They vary in the
extent of the district bureaucracy’s control oven®l management decisions. Most of the other
schools, over 5000 schools, operate as for-proférprises and are called “institutional” schools
(MoE, 2012a). These schools are jointly register®dorporations with the Business registration
bureau and are approved by the District Educatifficé® In addition, these private schools pay
a reduced corporate tax rate to the governmenti®ties relatively simple private schooling
regulatory structure in Nepal, private school emndriargely determined by market potential.

The development of a dual public-private educasigstem has not gone unnoticed in
Nepalese politics. In the early 2000s during theigiainsurgency in Nepal, the private sector
became a central political concern (Caddell, 20Di7jhe insurgency period, private schools
were forced to reduce their school fees and chdrgecurriculum, and there were routine calls
for banning private schooling altogether. After Maoist government entered the mainstream,
private schools have continued to receive thré#giever, it is unlikely that there will be an
outright ban on private schooling. The currentaitun suggests that private schools have
continued to thrive despite persistent politicagsures; and there does not seem to be much
movement to formally improve the relationships betwthe public and private sectors (Caddell,
2007; Carney and Bista, 2009; Thapa, 2011).

Extent of privatizationPrivatization has been documented to be a raprdiyigg
global phenomenon, including in developing coustireAsia and Africa. Based on World Bank
economic classifications and UNESCO statistics,allepone of 39 low or lower-middle income
countries (out of 78 with available data) wherevg@i@ schools educate more than 10% of the
children in primary schooling (UNESCO, 2012).

There has been significant growth in private sclaalaption, albeit with substantial

urban-rural and economic disparities throughoutall€phe living standards survey based data
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displayed in Table 5.4 show that between 1995-@628110-11, the percentage of children in
primary schooling grades (grades 1 through gradet&hding private schools increased from
5.9% to 20.3% nationally. The private school pgytition rates divided by expenditure quintiles
indicate that private schooling costs are prohibifor most of the poor. For instance, in 2010-11
over 70% of the top quintile children attended até/primary schools, while only 2% of the
bottom quintile attended private primary schoolsere are stark differences in private school
adoption by rural and urban regions, and by ecofddielts. The differences between
socioeconomic groups in participation rates aresngprising since user fee data computed from
household expenditures, displayed in Table 5.5y ghat the per-student household
expenditures were over ten times higher in priyat@ary schools and over six times higher in
private secondary schools compared to public sshod003-04. Most families in the bottom
quintiles of Nepal would not be able to afford atie schooling since on average the costs of a
primary secondary school are about two-thirds efgér-capita expenditures of an average
household.

Data from the census of all schools in Nepal canfinese trends and disparities. As
displayed in Figure 5.1, the available nationalosthecords indicate that between the 2003-04
and 2011-12 academic years, the private shareadfaorollment in primary and lower
secondary grades (Grade 1 through Grade 10) hasdrom about 11% to 16% of total
enroliment. The data indicate that private adopimoarban areas is at least five times greater
than in rural areas. District-level data, showable 5.6, from the seven study districts suggests

that private schooling has grown across the baarddent yeafs

% There are a few caveats regarding data qualitilizing these district-level trends data. Dugtte
limited oversight on private schools, it is possitilat private schools may have been in operatidthiat
their information was not recorded each year. Sdlgpsome anecdotal discussions with officials and
experts has suggested that there may be duplidatgident records — for instance, enrolling thaes
child in two public schools to get government sehnsthip benefits; or enrolling a child in a publaheol
but educating them in a private school. Finallg ¢uality of records may vary substantially across
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Private sector growth and fee-based diversificatroKathmandu and ChitwarThe
detailed data from Kathmandu and Chitwan confirat there has been substantial growth in
private market growth and some diversificationéhaol fees. The number of private schools
has expanded particularly strongly after the adeéadiemocracy in the early 1990s, as
demonstrated in Figure 5.2. These data suggesivthigt 100 schools opened between 1980 and
1990, an additional 200 schools opened in the 1880w . What is striking is the fact that there
continues to be a growth in the number of privatesls even in the past decade. As a result, as
shown in Figure 5.3, most of the localities in Katmdu and Chitwan have seen a growth in the
private market share of enrollment between 2006+8¥2011-12.

It is also important to analyze whether there ig dimersity of private schooling options.
In Nepal, the main advantage of public schoolbad they are supposed to be the cheaper
alternative. While there has been a historicalges of elite private schools in all of the study
districts the availability of cheaper options woutdke private schools more desirable to lower
income families. Indeed, a common refrain fronoffilcials, parents and principals was that
even poor people had started sending their chiltdrgmivate school. The first grade school fee
data described in Figure 5.4 from Kathmandu andvwé@in confirm that newer private schools,
established between 2000 and 2012, are relativete mffordable than those that were started
earlier. The fee diversification is clearer in theger Kathmandu market. The higher fees of
older private schools are likely to be a resultepfutation and school longevity. Still, while the
newly established schools are more affordable dhder private schools, the fees are still not
comparable to the school fees of public schoolsstNdablic schools do not take any fees in
Grade 1. Furthermore, as shown in Table 5.7, thes are very low compared to private school

fees even in Grade 9 though they are allowed te fieés at the high school level.

districts and the prevalence of private schoolirayfme much higher than documented in the official
statistics.
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These descriptive statistics indicate that therelsist private sector growth and
substantial variation in private market share patiein in the country. The detailed data from
Kathmandu and Chitwan confirm that there has bagnfieant growth in private market share
and some diversification in school fees.

Implications for public school's experience of catijon. Clearly, private schools have
grown significantly since the early 1990s, partéelyl in the two districts of study. The growth in
private schools should increase the urgency fefidblic schools to try and attract parents. The
documented unabated growth in private schoolingesitg that public schools are likely to be
surrounded by private schools, and to be locatedgions where private schools have gained
significant market share. The higher density ofge schools is confirmed by data on
competition measures, as shown in Table 5.2. Dbétwer population density and higher
privatization rates, the public schools in Kathmahdve a higher number of private schools in
close proximity than in Chitwan. Only 15% of pubdichools in Kathmandu and 35% of public
schools in Chitwan report that they have no prigs®eondary schools that are located within a
one kilometer walk from their school. In Chitwahetpublic schools that have the highest
number of private schools around them have betweee to nine private secondary schools
around them; while in Kathmandu the range for tighdst thirds of competition is between six
and 25 private secondary schools. Similarly, mbshe public schools in Kathmandu are
located in regions where private schools have talpea significant portion of the market share.
On average, the Kathmandu public schools wereddadatregions where private schools had
taken up 36% of market share while the Chitwan ipudalhools were located in regions were
private schools had taken up 25% of market share.

The linear regression results of these objectivep=iition measures as a function of
school and community covariates, displayed in Tal#e confirm that the schools that face a

higher number of private schools in geographic pndy or higher private market share based
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competition are more likely to be located in Katimaia district and communities with higher
literacy. Higher private market share is also latiicassociated with population growth. Public
schools that are located in higher private markatesare also less likely to have a computer
room or have a toilet for teachers, which signalsganfrastructure conditions.

Reasons for private school growth

Quality and sortingThe growing demand for private schools in Nepaligely
attributed to better quality provided by privatbaals as well as the expected increase in social
status attached to attending private schoolingr& hee significant public-private differences in
performance in the main high-stakes examinatioariak the end of 10grade, the SLC
examinations, as displayed in Figure 5.5. In 202 1elrer 85 % of the private school students,
and a mere 36 % of public school students, passedxamination. The public sentiment has
grown strongly pro-private in recent years duehdrowing distrust with public sector
provision.

As shown in Table 5.9, the data on principal anepiaperspectives from Kathmandu
and Chitwan districts confirm that parents and@pials are in agreement that private schools
are attractive to parents because they teach ihsBrigedium of instruction, better monitoring
of teachers, and have better high-stakes exammeggults. Private school parents and
principals disagree that private schools are atsadue to their potential to indicate higher
social status, while public school parents andqgguads agree that social status is one of the key
reasons for private school attraction. In intengepublic school officials discussed how public
schools were in a difficult position since they hadounter negative perceptions and educate
more disadvantaged populations, such as girls alid(disadvantaged group) students. Indeed,
girls and dalit students are a much higher shatkeopublic school population, as shown in
Figure 5.6. The national demographic differencesungl and urban regions are even more

telling — as shown in Figure 5.7, while over 40%abfurban area children attend private schools,
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only 16% of dalit children attend private schoétsblic school principals argued that the
systematic sorting of students over decades has letthmatization of public schooling, and that
selecting public schools for your children woulduik in a loss of social status and peer
derisiorf’. To quote a public school principal from the reendistrict of Dadeldhura:

“If you talk about other teachers, they see thatrikighbors are sending their children to

private school so they have to do the same foakpoestige. | have to send my children

to private school just to survive in society! I thllages they may admit their children
in the public schools but in the district headgeiethey are enrolling them in the

(private) boarding schools.” (personal communicat®eptember 4 2011)

Migration impacting private schooling demand ang@y. Private sector growth is
additionally aided by the strong emphasis on mignafor employment, which is increasingly
common in Nepal due to the lack of domestic emplayinopportunities and high political
instability (CBS, 2011). There is high demand fawvgte schooling due to the fact that private
schools teach in English medium and are likelydariore focused on the high stakes
examination results. Parents link these charatitsyi® the likelihood of migration and the ease
with which their children would be able to adaptdreign cultures. The fact that a substantial
portion of the population receives remittances atgans that private school fees are more
affordable to more families now than they useddarbthe past few decades. On the supply side,
private schools are likely to be viewed as onéefrheans to make a profitable investment in a
context that has very limited smaller scale investnopportunities.

Lack of regulatory mechanisms governing privat@yeand functioningPrivate schools
are able to flourish in Nepal due to a lack of iempéntation and monitoring of regulations
governing private schooling, rather than the lafckegulations themselves. Indeed, there is a

detailed listing of the rules and regulations goirgg private school entry and functioning,

which include requirements on documentation, fiesneiser fees, and scholarships that have to

27 A more detailed discussion on the extent and eprseces of stigmatization of public schooling are
discussed in Chapter 7: the factors that medi&edbponse to competition.
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be provided to disadvantaged grotipslowever, since private schools do not receive any
funding and get very little monitoring support frgovernment offices, they have few incentives
to strictly follow the rules. In a large privateheoling market like Kathmandu, which has over
1000 private schools and 300 public schools, tlewelelmed district education office is
unlikely to be able to effectively monitor privagehools.

The majority of the government officials interviedvenentioned that they did not believe
that private schools were meeting the governmenqtirements on equity-enhancing
scholarships or fee restrictions. The regulatianprivate schooling clearly state that 10% of the
private school students have to be students freadeantaged populations who need to be
provided with special scholarships. These governm#itials argued that private schools were
instead providing scholarships to their relativefiguring out other ways to distribute the
scholarship without abiding by government regulaioNhile the issue of dalit scholarships was
not discussed by most private school principals, @fthe principals | interviewed admitted that
her school could not admit dalit students on saisbias because they typically had much poorer
education performance. Also, while there are cétighits placed on the monthly and annual
fees that schools can take, district officialsharge of private school administration
acknowledged that a few private schools in Kathmamaitinely bypass these regulations, and
one of their jobs is to investigate and reprimarabe schools. Moreover, the majority opinion
among national officials was that as long as thremqga were cooperative, there should not be
overtly strict regulations governing private schimgs.

Principals from both private and public schoolssistently brought up the issue that the
government rarely utilized enrollment and populaiitata to determine the need for new schools
in any region before granting approvals. For instaione of the rules for opening a private

school is that schools need to get a no objecatiarlsigned by at least two nearby schools.

% See a detailed list of requirements and regulatimverning private schools in Appendix 5.2.
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Given the high density of private and public sdbao Kathmandu district, school principals
mentioned that private schools typically do noefaay issue with being able to get at least two
schools to agree with their entry into the markéte loophole in the regulation enabled schools
to open up despite the fact that a portion of tramunity or public schools did not see the need
for new school entry.

One of the consequences of loose monitoring iexietence of unregistered schools in
some districts, which means that the official resomay underestimate the existing number of
private schools. For instance, a district educatiicial in the Sarlahi district, a populous
district bordering India, frankly mentioned thagrté were plenty of private schools that were not
registered officially because these private schdmsiot want to have to abide by district
regulations. The district officials had sent theaals letters warning that if they did not register
then their students would not be able to take thle-btakes examinations. A principal of one of
the private schools | visited in Sarlahi mentiotieat they were part of the tradition of unofficial
private schools in the district:

“We do not have permission to teach up t8 gfade level. This is an old tradition in

the district that the students of class 9 and1Gegistered in some public school and

come to private schools to study in English medititrey sit in and appear in English
medium examinations from some other schools bt d&ine our product...

But your school name will not be mentioned anywiretbe records?

But the school is noted in our locality and it irokvn that it operates as a tuition center

in the district. Many schools in the past operditezlthis and we also did the same.”

(personal communication, August 26 2011)

Thus, these findings confirm those from previouslss (Caddell, 2007; Carney and
Bista, 2009) that the growth in private schoolindNiepal has been aided by the lack of

implementation of regulatory mechanisms controllimg number of schools established, and the

quality of schooling they need to provide.
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Who runs and teaches in private schodis® loose private entry into the education
system has also affected who owns and operatest@ischools. Some of the government
officials I interviewed noted that private schoolings do not specify any professional
requirements for private school ownership and mameamt. While there were no available
national records on who establishes private schtwsmajority of the government officials and
principals suggested that a substantial porticth@fprivate school owners were previously
public school teachers who were looking to secerenpnent employment as they were unlikely
to get hired as permanent teachers in public saigpdh fact, the majority of the older private
school principals who participated in this disseotahad backgrounds as public school teachers.

Many public school principals and government o#fisiargued that the owners of
schools that were established since the mid-19&®e differently motivated than the school
owners who helped established community privatesishwith the nationalistic intention of
providing education to the masses. School and gowent officials suggested that there may be
a growing group of investors with limited educatatffiliation who are currently operating
private schools. A few of the government officiated principals also claimed that many
members of the Maoist leadership, who are pollgigalo-public, have heavily invested in
private schooling themselves. One indicator thape schools are functioning more like
businesses than social institutions can be seemttie extent of ownership turnover in the large
(1000 school) Kathmandu market. Official distriecords from the Kathmandu district show
that in the past two years alone there have beeni®0 different requests for private school
ownership changes.

The private market appears to function somewhéraifitly in Chitwan district. Private
school principals and private schooling board @ifscsuggested that the majority of private
schools in Chitwan were jointly founded by multigleareholders, such as teacher groups, and

comprise of unemployed or frustrated teachers mopmel qualified in education. In addition,
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given the district's more socialist orientationg gchool principals condemned what they found
to be an aggressively profit-motive orientatiorKethmandu. They additionally suggested that
private school fee structures were strictly momitband regulated by politically motivated actors
in Chitwan. Discussions in the five other districtsfirmed that many of the people engaged in
private schooling were former public school teasher

The analysis further revealed that a main motivetaw opening private schools was to
stem the outflow of students from the district idistricts or countries that had better economic
prospects. For instance, in the case of Chitwawmager schools were established in the main city
region of Bharatpur in an attempt to limit the naigon to Kathmandu, the capital; while private
schools in rural regions were interested in lingtthe migration to Bharatpur. Similarly, in the
sparsely populated mountainous Mustang distrietfitist private secondary school in the region
was established to stop the flow of middle and ugteess students to the nearby major city,
Pokhara. Importantly, private school owners are édbkake advantage of the high
unemployment rates of educated youth, as privdteats can pay low wages and short term
contracts to large population.

In summary, private schools have grown substayptialer the past two decades in the
nation, and newer schools are likely to be somewheaper than more established schools.
Private schooling growth has been fueled by densadelfactors, such as the perception of better
schooling in private schools, the social stigmadctéd to public schools, and the growth in the
ability to pay for private schooling with migrammittances. On the supply side, private schools
are attractive to entrepreneurs since private dstave easy to open, have a ready supply of
available employees, loosely regulated, and hamelimited direct government control, which
makes them a lucrative and stable investment oppibyt
What are the Policy, Community and School Characteastics that Mediate the Public

Schools’ Experience of a Competitive Threat?
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Population and enrollment trends

The public school’'s experience of competition degjseon the population growth in the
district. The argument behind analyzing populatioowth is that if the population is growing,
then there should be less incentive to competesinguably all public and private schools could
thrive and share in the expanding enrollment. Drata the latest Population Census indicate
that the study districts, particularly Kathmandayé grown substantially between 2001 and
2011. As shown in Figure 5.8, the districts with tigher population growth rates between 2001
and 2011 are also the ones that have a fairly fmiylate share in enrollment. It is not surprising
to find that Kathmandu experienced a massive grawgopulation, as it is the financial and
political capital of the country. Reports have doemted that in the period of civil unrest, there
was substantial internal migration from the comflarn more remote districts to Kathmandu
(World Bank, 2011). These data do not precluddabethat public schools could have also
benefited from the growth in population — but ratitenore clearly suggests that private schools
are motivated by the potential for higher marketrsh

Despite the population growth, public schools apmdly losing enrollment, especially
in urban areas. In interviews, many of the pubdico®l principals suggested that public schools
had recently registered strong declines in enraitsjeand that the enroliment decline was worse
in primary schooling (grades 1 through 5). The ne@inse for decline in primary grades was
because there were many more primary private sshantl these were typically the more
affordable schooling grades for poorer parentsstf@wvn in Figure 5.9, the Kathmandu and
Chitwan district data confirms these suspicion$ the subset of schools with available data,
there appears to have been a significant decligeaide 1 enrollment between 2006-07 and

2012-13. It is noteworthy that some schools hawavgreven through the majority of schools
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have lost enroliment, as demonstrated in the sqaltiess comparing enroliments grade 1 in
2006-07 to enrollments in grade 1 in 2012213
Accountability mechanisms to increase competitivegsures

The accountability based argument suggests tsahiol officials are not held
accountable for poor performance or loss of stigjehey will not be bothered to make any
schooling improvements. Thus, public schools aesymably more likely to experience a
competitive threat if they are penalized for enmaht loss or poor performance when private
schools in their locality take up more market stave produce better results. Historically, public
schools appear to have had limited accountabiliéggures. For most of their existence, public
schools experienced few external pressures to focugiality in Nepal as the community
population continued to expand. Also, there is neaversal acknowledgement and concern that
the stronghold of political parties in teacher unsithas meant that teachers cannot be held
accountable for their work. In discussions withaalprincipals and government officials, they
often brought up stories of the difficulties enctmrad when trying to move or replace teachers,
and in more extreme cases, merge or shut down &hdde immunity afforded to school
teachers because of their role in national politiey only be subsiding now, as the country has
begun the process of transparently hiring qualiféeathers for the 2013-14 academic Year

Over the past five or six years, there have beeresthanges in the accountability
climate. The per-child-fund (PCF) financing medkam established in 2008, is a noteworthy

development in Nepal's education system as itaditlst explicit accountability mechanism

% Data on student gender and disadvantaged groupstdhow any particular movement in the public
schools in these districts. The lack of changiedy to be a result of the fact that the dramatic
demographic movements (male, non-dalit) in thestidis may have happened before the availabifity o
national school-level records in 2007.

30 More details of the lack of accountability and fraditical constraints faced by public schools is
discussed in chapter 7: The factors that medi&tedbponse to competition.

31 More details on evolutions in the teaching prafassre provided in the National context discussion
Chapter 4: Data and Methods.
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instituted in the country. Its goal is to reformaheducation is financed by directly linking salary
and non-salary financing to student enroliment (@oment of Nepal, 2009). Recent analysis
suggests that the accountability mechanism mayetdbe fulfilling its objectives. A mid-term
evaluation of the School Sector Reform Plan (SSRIR)national education plan for 2009 to
2015, suggested that the PCF mechanism may benggusiverse incentives to inflate
enroliment data, and recommends improvements isdpaistication of the mechanism to
reduce these negative effects (AUSAID, 2012). &w®sls get used to the funding modality, the
PCF reform could potentially incentivize schooldtzome concerned about their enroliment
losses. Secondly, there has been a strong growviie inegative perceptions of public schooling,
which has been popularized in the media. The negatiblic opinion may be putting some
pressures on public schools and officials to imprtheir reputation. For instance, some local-
level district officials talked about how they wdretter able to merge or collapse poorly
functioning schools than in earlier years due togtowing public awareness that resources
were being wasted in schools that were near calaps

In summary, the conditions of enrollment declind greater accountability pressures
may be making public schools more susceptible tops=iitive pressures in recent years, despite
the fact that public school officials continue ®ltuffered by their political affiliations. The
competitive pressures are likely to be higher imosds that have experienced serious enrollment
declines.

How do public school principals view their schoolsexperiences with privatization?

This section is based on interviews with 30 pustibool principals on the schools’
evolution and the role of private competition ieithhistorical evolution. These schools
represented variations in public schooling in thdistricts of study. In the two districts of in-
depth study, the schools also varied in terms i@l @and urban locations. | found that public

schools’ historical experiences with competitiolh ifgo three main narratives — (i) schools that
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experienced historical middle class flight and #ment decline, (ii) schools that are
exceptionally high in quality, and (iii) schoolsatrhad experienced a flight of middle class
students but not enroliment declines.

A history of middle class and male flight, and ertimment decline

The oldest schools, the “first generation” of palsichools, in the district or region were
typically started in the early 1950s when sociatiyscious elites of the country began a
concerted effort to spread education to “commonatshe end of Nepal's oligarchic rule. These
schools were initiated in large population centerthe heart of Kathmandu city and other
populous areas of important districts. In theitihidecades, these schools enormously benefited
from the lack of private schooling in Nepal, and-eveonsidered prestigious schools and would
educate children from the local community. A “set@eneration” of public schools included
the schools that were started a decade or so ilateewer population centers within the
important districts, and in the main populationsaren the more remote districts of Nepal. These
schools similarly thrived until the 1980s.

The principals of both the “first generation” argktond generation” of early public
schools gave examples of how the school producedgasd outcomes and had excellent
student-teacher-parent relationships during theskpyears. As a result, some of the most
influential political leaders and professionalghe country were graduates from these schools.
When private schools were re-allowed in the mida9&hese public schools started
experiencing some flight of higher SES studentsibse the local elite children of their
graduates started attending elite private schétdgiever, these public schools’ stellar initial
reputations allowed them to continue growing imtgiof enroliment through the mid-1990s as
the country continued to experience mass educakpansion. Once private schooling
substantially expanded in the country after the-h880s, these schools faced further enrollment

declines and middle class flight. Over the decaplebklic schools in these unregulated choice
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environments have gone through a dramatic demougr#amsition and no longer serve the
community that they are located in. Instead, thident body is comprised of children who
work as household laborers in these neighborhatulslren of migrant workers, and children
who come from other highly disadvantaged econoraagkgrounds. Public schools typically
have a higher proportion of girls as boys are nfikety to be sent to private schools.

| also encountered a few public schools that remtesl a slightly different experience in
that these schools had never experienced a sigmifireak in popularity in the community, the
“never popular” public schools. These schools viret@ted as part of the growing public
schooling expansion movement, but were locatecedimsnore established public schools. Some
of these schools experienced the most severe dschrenroliment as private schools expanded
around them.

For these “first generation”, “second generationd &never popular” public schools, the
decline of public schooling quality reached a ceesio around the early 2000s. Since then,
schools have taken divergent paths. While someddgimave not been able to reverse their
decline and have continued on a downward trajectithers have been able to initiate a
successful turnaround. The successful schools Ihese able to do so primarily due to the
retirement of older principals and the influx ofankeadership which dedicated itself to
improving the school internally. The few schoolatthave made the turnaround suggested that
they were still in the early phases of reform.|Stile majority of these schools in urban centers
suggest that there is no local community suppartHeir schools, unlike in villages, and as a
result they cannot really flourish in their locegg as “community” schools.

Exceptionally high quality schools

In the districts that have experienced high praatton, there were a few schools of

exemplary quality that were flourishing. Interegtin these “exceptional” schools had a

surprisingly similar narrative. These public sclsowkre struggling to gain a foothold well into
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the mid-1980s, but then experienced leadershipggsathat allowed them to flourish. Many of
the national government officials and the pringp@lemselves mentioned that a major
determinant of these schools’ success was theipaife ability to develop a committed teaching
team that was not influenced by the national pallitenvironment. The “exceptional” public
schools also focused on quality through their imimns to build a child-centric learning
environment, and by focusing on involving and caling parents. The schools continued to
build on their initial reputation, and have becaymbols of public school exceptionalism. The
principals attribute their success to effectivelEahip, a committed teaching team, and their
belief in the need to provide high quality. Howeweren these public schools are typically not
educating the wealthier communities’ children. Ratlhey produce high quality outcomes from
students who come from less advantaged backgrounds.
A history of middle class and male flight, but nehroliment decline

The rest of the public schools were “large butrfgdifficulty.” These public schools
had experienced middle class flight with the expamsf private schools. However, they were
either located in rural regions with limited prigegchools or in districts that had very large
populations. Due to low level of private marketusation or high populations, these schools
were not in a real danger of losing student enrefiimFor instance, in the populous Terai
districts (Jhapa, Sarlahi), the principals mentibtie difficulties they faced as they had to cram
anywhere from 60 to a 100 students in one classtmerause of the lack of teachers and
facilities. In fact, many of these schools weréwor of some privatization as private schools
were able to relieve their enroliment pressuresvéi@r, the majority of these public schools
have also experienced middle class flight docuntemi¢he major urban centers of the country.
These experiences appear similar to what was Ieipgrienced in the mid-1980s to mid-1990s

in Kathmandu public schools. Schools in theseidistare cognizant of the deterioration that
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was experienced in Kathmandu, but are currentlyunder severe pressures to improve their
guality because the incentive mechanisms are pitinenked to enrollment.
Negative effects of competition: who is to blame?

Throughout the nation, public schools have expegrdrsubstantial decline in social
status since the mid- 1980s. The overwhelming ritgjof public schools place the blame of the
falling status of public schools on the growth df/ate schooling. The public schools primarily
blame bureaucratic incompetence for allowing rarhpainate sector expansion, for not having
been able to appropriately shield them from privatepetition, and not providing them with
adequate resources to be able to truly competethatprivate schools. In regions that have had
a longer privatization history, public schools teéadlame privatization in more general terms
and highlight that the “mushrooming” (intense grioywf private schools of the past decade has
negatively impacted their student enrollment.

Public schools that exist in smaller populationteesiwere more likely to discuss the
impact that they felt due to the entry of speqifitvate schools. For instance, a principal from
school “A” in a rural region in Kathmandu arguedttthe school was adequately serving the
local rural population through the mid-1990s. Thenon-Nepalese missionary organization
came to the community and agreed to pay for theaen of the poorest students in that
neighborhood. The public school happily agreedhi® arrangement as it eased their
administrative burden of having to collect schaad from late fee payers. The agency collected
information on all the poor households in the comityuin the process. Then, the missionary
organization decided to open a new school andnméarthe parents that they would only
continue to receive these funds if their childnemsferred to their new school. As a result of that
move, the public school “A” lost half of its studdrody. As Kathmandu land prices skyrocketed

in the next two decades, the local rural farmecsabe wealthy landowners and did not need to
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seek out the cheaper public school. Thus, thisipgbhool was never able to recover its
stronghold in the community.

However, the public schools’ negative effects a¥gization are not just confined to
urbanizing areas. In one of the remote districthefstudy, public school “B” was located very
close to two private schools. A young teacher heehlrequested to rescue the school from near
collapse. He took charge of the school and trieddbtute some key reforms. However, his
efforts were met with strong resistance. He reaktheeats from the community and was
discouraged by most of the education officialshie tegion from continuing these initiatives. He
later discovered that the community had been trgdtim abrasively because they had heavily
invested in these private schools. Since they Voeged in a very small population area, the
community did not want the public school to succeedhe fear that it would make the private
schools less profitable. This public school is mineane example of hostile relationships between
public and private school stakeholders, and theptexity of increasing “community”
ownership of public schools.

Overall, the public schools’ historical experiemieompetition suggests that different
regions of the country are following similar tra@ees, but may be at different stages in their
struggle to compete with private schools. The ggpees in Nepal suggest that it does take
enrollment threats and accountability pressuréggdpublic schools into feeling competitive
pressures, which is consistent with the U.S. ewidem addition, the specific local milieu will
heavily affect how the schools will experience ceiifon from private schools. The decline of
public schooling prestige in Kathmandu suggeststtiaae is a second “tipping” point after
which it may be “too late” to reinstill communitgust in public sector provision of education
without substantial government intervention. Fatamce, the community may simply not want

the public school to improve. This evolution prasda cautionary tale and suggests the need for
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regulations and accountability mechanisms to enhatepublic schools located in other
urbanizing centers do not experience the sameofasdevance.
What are the Characteristics of the Schools that & ldentified as Competition or as the
Best Schools in the District?
Characteristics of schools identified as competimgbest schools

An inspection of the schools that have been meat@s “competing” schools reveals
that these competitor schools are primarily pusiid private schools that are located nearby.
Figure 5.10 plots the average difference in highest examination pass rates between public
schools and the schools that they have identifsecoanpeting schools and the best schools in
their districts. Perhaps not surprisingly, the sdtithat have been identified as the best schools
have better high school examination results tharptiblic schools, while the “competing”
schools appear to have similar test scores ashwls. Thus, public schools appear to assess
competition on the basis of geographic proximity assess quality using the high-stakes
examination scores, the only well-known indicatbsahooling quality in Nepal.
Public schools’ perception of private schools asmgeetition

Interestingly, not all of the sampled public sclsofer to private schools as
competition when explicitly asked to mention thmmpetitor schools. As shown in Table 5.2,
only 39% of Chitwan secondary school principals 62& of Kathmandu secondary school
principals mention at least one private school wésted to list up to three competing schools.
Similarly, when asked to name the three best sehindhe district, secondary school principals
from 63% of Chitwan schools and a mere 37% of Kathau schools cited at least one private
school among the three best schools in the disTriwt is, despite the proven higher test scores
in private schools, many public schools are rehicta name private schools as competition or as

best schools.
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The hesitance to name private schools may havengpexplanations. Firstly, it may
indicate that despite the density of private schigoliblic schools in both districts may view
private schools as operating in a separate, pbsgieem governed by different motivations and
regulations. The fact that the principals of schaolChitwan are more likely to admit that
private schools are among the best schools inisitiecd than in Kathmandu is slightly puzzling
since Kathmandu has the most prestigious privdteds in the country. Kathmandu school
officials may have built a more defensive stancaregg private schools and be more likely to
focus their attention within the public sector tt@mtwan school officials. However, a
significant majority of Chitwan school principalsa do not view private schools as
competition. Some of these schools may simply aetlprivate schools around them. However,
it may suggest that Chitwan schools look to oth#slip schools as competitors rather than other
private schools that are taking up significant readhare and, by their own admission, have
better quality in the district.

Another plausible explanation for why private sdsare not considered among the best
schools or as competition may simply be that putitivools do not believe that private schools
are really better in terms of quality. Public sclsaaitributed the poor examination performance
of public school students to factors beyond th@st control, such as political and
bureaucratic problems, student background anddéplarental involvement. They argued that
private school students perform better becausaerischools can function more smoothly
because of higher decision-making control, morecathd and involved parents, and the lack of
bureaucratic rigidities.

Furthermore, the majority of government officiatelgpublic school principals that |
interviewed suggested that they do not believeghaate schools provide a higher quality of
learning. Many public school principals questiotieel credibility of the methods via which the

private schools procure higher results in the latgkes examinations. The public school
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principals suggested that private schools focusemi® learning methods to drill the lessons
into amenable private school children. A few of plublic school principals in remote districts
even highlighted how the private schools were ptortgave institutionalized cheating in the
high-stakes examinations to shore up their restitis.majority of public school principals
mentioned that private school students were contipaehaless likely to do as well in higher
secondary and further schooling, confirming to ttibat private schools did not provide better
quality of education. Government officials and paiskchool principals further claimed that
public schools had far superior behavioral outcomepecifically, that private school students
were socially insular while public school studentsre sociable, intellectually flexible, and left
school equipped with the ability to tackle broaliferchallenges.
Characteristics of schools that identify privatelgmls as best or competing schools

The logistic regressions results of the subjeatmeasures, as shown in Table 5.10,
suggests that public schools whose principals perderivate schools as competition were
more likely to be located in Kathmandu districtdaurprisingly, to be located in rural areas.
Also, principals from schools that are locatedighlor medium competition regions in terms of
geographic proximity are significantly more likety perceive private schools as competition
schools than schools that are located in low coimpetegions. The fact that rural area schools
are more likely to mention private schools as cditipe may indicate that they have few
private schools in the neighborhood and hence sgomt which private schools are
competition. Additionally, rural area public scheaohay also feel that they are more equipped to
compete with private schools because they stidyeepme community support and may not

have experienced massive flight of the middle class
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The association between the perception questiahshe@nmeasures of subjective
competition are especially illuminatitfgThe public schools that had identified privatesis
as competing schools are much more likely to atjr@etheir experienced teachers are excellent
than principals who had not identified private sasas competition. Interestingly, the public
schools who perceived private schools as competitid not agree that parents are highly
involved in their school activities. The combinatiof these findings suggest that the public
schools that consider private schools as competitisst their within-school efforts rather than
their parental involvement, and thus may be likelpe motivated to make policy improvements.
The public schools that had identified private sdb@s among the best students in the district
were understandably more likely to agree that peigghools were better in overall quality than
public schools.

Discussion and Conclusions

The global conversation on private schooling inadeping countries has often focused
on the difference in quality between public and/gie schools. From an accountability
perspective, governments may be interested in igstivat public schools feel competitive
pressures and engage in reforms so that they n@aypim schooling quality for the majority of
the children who continue to study in public sclsodlhe analysis of the extent and reasons for
privatization in Nepal, the accountability climasad the historical evolution of the experience
of competition showed that public schools havemtdgdoeen put in an accountability situation
that may require the public schools to respondtapetitive pressures.

Specifically, there has been strong growth in gewschooling in recent years in Nepal,
and particularly in the two more urbanized disfrittat were selected for in-depth study. The

private sector growth has happened because ofegdigyinto the private sector, the profit-

32 A more detailed discussion of the association betwmeasures of competition and principal
perceptions are presented in Chapter 7.
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making opportunities in the sector, and the sglidd community preference for private
schooling. As a result, public schools are surrednaly private schools which have taken up
significant market share, thus intensifying theip@rience of competition. In recent years, the
policy climate and population and enrollment trehdse also become more aligned towards
making schools experience stronger competitivesoires. Consequently, public schools are
likely to currently be in an accountability enviroant that incentivizes them to respond to
competition and try to improve their quality, asasered by test scores.

However, the school officials’ perspectives rewaealbstantively different take on the
issue of school quality and their experience of getmion. Despite significant private school
growth throughout the 1980s and 1990s, public Sshwere shielded from having to deal with
private competition in the past due to the expansifoceducation access and the lack of
accountability incentives focused on school qualty the time accountability mechanisms that
tied enrollment to financing were instituted in thel-2000s, the majority of public schools had
experienced decades of systematic sorting anddsadhle public perception battle. Many of the
urban public schools report that they are unlikelpe able to regain parental trust without
significant government efforts to counter publib@al stigmatization. In contrast, public school
officials in the remote parts of the country areenikely to have adequate enroliment and fewer
private schools in their district. However, eveis lissessment is a bit problematic since in areas
without a large population, the presence of onvorprivate schools can prove extremely
detrimental to the local public school. Clearlynmagraphic trends in the local context play a
significant role in the experience of competitiargradual, unregulated choice environments.

The historical analysis of the experience of coitipetsuggests that there really are at
least two major tipping points that policymakergaéo be aware of when thinking about the
likelihood of competition to induce public schoefarms. Firstly, as discussed in the U.S.

literature, private schools need to take up sigaift enroliment, and public schools need to be
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penalized for their enroliment declines for pulsiahools to be pressurized into engaging in
school reforms. However, there is an additiongditig point — if the accountability systems are
set in place after the private schools have bedbmedominant provider, then it may also be “too
late” to make changes with school level effortgjuigng schools to undergo significant
government intervention to regain community trii$te temporal nature of the experience of
competition suggests that choice environments teattlude well-timed accountability
mechanisms and support systems to have an endurodgctive impact on public schools.
These findings on the historical evolution of patdchool status may be especially relevant for
other developing countries, since many countrias lthve undergone rapid education expansion
since the 1990s are likely to have experiencedédntompetition during the mass expansion
era, followed by growing stigmatization of publich®oling with unregulated private expansion.

Despite the existence of the recent accountalmiitghanism and the acknowledgement
that private schools have been detrimental for thenall public schools identify private
schools as “competition”, and even fewer publicositt acknowledge private schools as among
the best schools in their district. Public schanésy view private schools as operating with very
different motivations and regulations, and thusrapeg as parallel entities. Alternatively, unlike
the more popular macro consensus on quality diffeze between public and private schools,
many public school principals appear to think hatate schools are any better in terms of
quality. Public school principal’'s low evaluatiohgrivate school quality will affect the desire to
compete with private schools, and the strategieptiblic schools employ if they do try to
compete with private schools. Future analysis shpubbe deeper into the public and private
school quality differences.

The analysis from the Nepal case suggests thainegsen the experience of competition
in other low-income contexts needs to conceivéefpublic sector as a heterogeneous sector,

with variations in community and resource suppartd personnel motivations. Competition
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should be analyzed as a subjective experienceginéled by the school’s historic experiences
with competition and the principals’ perceptiongokate competition, in addition to the extent
of private school growth. While economists and slogjists have long recognized that sorting of
students by income and ability is a likely consemgeof unregulated choice programs,
researchers need to especially recognize how longorting can lead to stigmatization of

public schooling in low-income developing countrvegh unregulated choice environments, as it
will impact the public schools’ experience of cortifp@n, and their ability to productively
respond to private competition. The question ofekint to which public schools are engaging

in school actions in order to respond to competitigll be addressed in the next chapter.
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Chapter 5 Figures and Tables
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Figure 5.1 National private share of total enroltp003-04 to 2011-12

Sources: Flash reports, various years and Flasisetat
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Figure 5.2 Historical expansion of private and puBlchooling in selected distrigtsumber of existing
secondary level schools, by ye#r)

YSources: District Records (Kathmandu and Chitwant Principal Survey.

This chart plots the available data on school &stahent for secondary level public and privatecsts
in these two districts. It includes 212 public setary schools (67 Chitwan schools and 145 Kathmandu
schools), and 557 private secondary level sch@3<hitwan schools and 464 Kathmandu schools).

There are four caveats to the data. Firstly, the idabased on a one-time data collection and does
include schools that may have shut down over thesyd here are indications that there is signitican
volatility in private schooling closures and owrepschanges, particularly in Kathmandu, which would
not be captured through the data. Secondly, tlEipsirot data would not be able to differentiate slsho
that may have transitioned between public and t@isahooling status. Thirdly, due to the large neinds
private schools in Kathmandu and unavailabilityexfords, over a third of the establishment yeaa ttat
Kathmandu secondary level schools is not availdbtelly, there are a significant number of pulalicd
private schools that are below secondary level whauld also be construed as competing schools.
However, since the data for primary and lower sdaoypublic schools was not available, | chosetmot
plot the primary and lower secondary private schbelre.
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Figure 5.3 Private share of enroliment in seledistticts, 2006-07 and 2011-12

Source: Flash dataset.

Note: Each data point represents the aggregateat@rschool market share at the locality leveldgi
level for villages, and disaggregated ward levetstie main urban areas).

102



Kathmandu Chitwan

= ° 8
o™ o™
[ ]
[ ]
g —‘7
0
3
o
© °
(D' [ )
s T -
£
Lo 9| == 'l'
D O S
“— —
8 M
A . —
Public schools = $8.60 ¢
Public schools = $3.60
O H [ ] : O [ ]

pre-1980  1980s 1990s 2000s pre-1980  1980s 1990s 2000s

Decade of establishment

Figure 5.4 Private school annual user fees in gtadeselected districts, by decade of establishrfien
U.S. dollars)

Sources: District Records (Kathmandu and Chitwangt Principal Survey. The charts plot the totabsth
fees by establishment decade for available schiod{sathmandu and Chitwan districts.

Notes: The total fees for each school were caledlas the sum of annual fees and ten months ofhityont
fees. The data was compiled from the available hg@ind annual fee records kept in the district
education offices. The U.S. dollar to Nepali rupgehange rate used is: 1U.S. $ = N.Rs. 86.65, whiash
the 2011-12 average exchange rate (based on IMBt#EStics).

The chart includes 607 Kathmandu private schodl3,dhitwan private schools, 145 Kathmandu public
schools, and 67 Chitwan public secondary schodlse.data used in the analysis represents aboudfhalf
the private schools that are currently operation&athmandu and over 70% of Chitwan private school
The coverage limitation is due to lack of data kality on either school establishment year orcsitiee
data for the remaining schools.
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Source: SLC reports, various years.
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Figure 5.6 National demographic differences betwmdslic and private schools (By school type)

Sources: Flash Reports, various years and Flasilsetat
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Figure 5.7 National demographic differences in ga@vschool adoption within rural and urban regi@s
gender and dalit categories)

Source: Flash dataset.
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Figure 5.8 Population trends in the nation and iwiielected districts, 2001 to 2011
Sources: Census reports and Flash reports.

Note: The population growth rate is the annualizegulation growth rate derived from the Population
Census of 2001 and the Population Census of 2011.
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National and district enrollment trer Within-district enroliment trenc
(Kathmandu and Chitwan, by school)
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Figure 5.9 Evolution in average grade 1 enrolimermiublic schools nationally and in selected dissri

Source: Flash dataset.

Note: The first chart plots the available data tadg 1 enrollment in public schools in the tworiiss

and nationally. The second chart plots the withstritt enrollment trends for Kathmandu and Chitwan
district and compares 2006-07 enrollment in gratte2012-13 enrollment in grade 1. These chartizeiti
data from 22,157 public schools in Nepal, and 223ip schools in Kathmandu, and 319 public schools
Chitwan. These are all of the public schools faich all years of data were available.
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Figure 5.10 Comparison of the differences in higtkas pass rates between public schools, and school
identified as competing or best schools

Source: Author’s calculations based on Principal&pand Flash dataset.

Note: The chart plots the kernel density of therage difference in pass rates between public scabl
the schools the public schools list as competinigest schools. The plotted differences are caledlas
follows. The raw data used is the high-stakes deleaving examination pass rates at the school.leve
The pass rates of the public schools are subtré@edthe pass rates of the three schools that they
identified as competing schools and the pass fatdke three schools they identified as the belsbals.
Then, the average of these differences is comgdatdtie “competing schools” and “best schools”
separately. The graph is a kernel density of tlaseages. Thus, if the average difference is grézde
0, then the public school has a lower pass ragverage than the schools it mentions as competibgst
schools. If the average difference is less thahd) the public school has a higher pass rate erage
than the schools it mentions as competing or lubsidcls.
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Table 5.1 Data sources used in Chapter 5

Research questic Date source

What is the extent of private competition in Nepal?

» Evolution of public-private Descriptive data on annual national records of limemt,
system teaching and infrastructural indicators (Flash Repand
datasets, 2008-09 to 2011-12) (MoE, 2012a; MoE2Bp1

»  Private sector growth and fee District records on school fees (2011-12) and distabent
diversification in Kathmandu year, Kathmandu and Chitwan district offices (Dctrecords
and Chitwan from Kathmandu and Chitwan, 2012)

»  Competition Measures Principal Survey, 2011, Kathmar and Chitwal
Regression results: Combined Quantitative Datd&atdipal
Survey, SLC dataset, Flash dataset, Census dataset)

» Reasons for private school  National records on hi¢-stakes performance (SLC Repo

growth various years); Flash Dataset; Regulations govgrpiivate
schooling
*  Who runs private schools Interviews with government officials and principals

Volatility in ownership: district records on reqtefor school
ownership changes, Kathmandu district educatidoeoff
(District Records from Kathmandu and Chitwan, 2012)

What are the policy, community and school charadstics that mediate the public schools’
experience of a competitive threat?

« Population and Enrollment ~ Census Report; Flash dataset
Trends
» Accountability mechanisms  Policy reports, interviews with parents and priats
(Qualitative (In-depth) and Qualitative (Supplena¢nDataset)

How do public school principals view their schookskperiences with privatization?

» Historical Experience of Interviews with 30 public school principals in sewdistricts
Competition (Qualitative (In-depth) and Qualitative (SupplenagnbDataset)
Main protocol questions:
* Tell us a little bit about the school’s evolution
* When did private schools expand in the region? Hiagee
been any recent evolutions in private schooling?

What are the characteristics of the schools thatadentified as competition or as the best schanls
the district?
e Characteristics of schools Principal Survey, 2011, Kathmandu and Chit

identified as competition or ~ Regression results: Combined Quantitative Dataset

best schools
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Table 5.2 Descriptive statistics on competition sueas

Chitwan Kathmandu

Number of schools 67 145

Measure 1: Private schools in geographic proxifrapge in eac
category)

Question: List the number of private secondary sththat are within
one kilometer walk of the school

low competition 0 0-2
medium competition 1-2 3-5
high competition 3-9 6- 25

Measure 2: Private Share in Total Enrollment (rangeach category)

low competition 0-19 0-25
medium competition 20 -38 27 -63
high competition 39-72 63 - 100

Measure 3: Subjective Competitic%)

Question: List up to thre schools that you are i
competition with.

No private competition 61.2 37.9
At least one private school in set of competingosth 38.8 62.1

Measure 4: Subjective Competition (%)
Question: List up to thre schools that are among the best schools ir

district
No private schools among the best schools 37.3 57.9
At least one private school in set of best schools 62.7 42.1

Source: Author’s calculations based on Principal&pand Flash dataset.
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Table 5.3 Descriptive statistics on explanatory emtrol variables for regression analyses

Variable description, year Mean S.D. Median
Number of public schools [N = 212]

Community characteristics

* Female literacy rate, six years and older, 2001 60.9 11.7 60.8
» District dummy (percentage Kathmandu) 68.4
* Urban dummy (percentage urban) 42.9
» Population growth (decadal), 2001 to 2011 49.3 533 45.2

Sorting characteristics

*  Whether the school requires an entrance examinfiograde 6

admission, 2011-12 49.1
» Total fees, grade 9, 2010-11 (in Nepali Rupees) 189 19.3 15.0
» Fraction dalit (disadvantaged population) in emnelht, 2010-11 111 7.8 9.7

Principal perceptions (percentage that agree ongly agree to the
following statements)

* Private schools are better than public schoolvaraill quality. 35.8
* There is no need to compete with private schoalsesour

competition is really with other public schools. 17.0
» Teachers who have more than 15 years of experameoexcellent in

our school. 69.8
» Parents are highly involved in school activitie®ur school. 46.7
Control variables
* Total grade 1 to 10 enrollment, 2011-12 545 314 456
* Fraction female in grade 1 to 10 enrollment, 2021-1 53.07 8.63 53.2
» Percentage of teachers with permanent contract-20 51.3 25.6 53.2
* School age in years, 2011-12 49.1 15.0 49.0
» Percentage of schools that hired private schoasaa lack of

teachers, 2011-12 79.25
» Class size in 6th grade, 2011-12 4.7 171 44.5
* Repetition rates, primary grades (1 through 5)0201 6.0 7.0 3.4
» Percentage newly admitted students in grade 1@-201 3.6 14.3 0.0
» Percentage of schools that have inadequate de®?3;1D 24.9
» Percentage of schools with a computer room, 2011-12 41.0
* Percentage of schools with a toilet for teache®8§3209 62.1

Source: Author’s calculations based on Combinedn@adive dataset (Principal Survey, Flash dataset,
and Census dataset).
Note: The U.S. dollar to Nepali Rupee exchangeuassl was: 1 US $ = 80.0 N.Rs.
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Table 5.4 Participation in private schooling, bgiom and expenditure quintiles
(% in private schools)

Primary grades Secondary grades
1995-96 2003-04  2010-11 1995-96 2003-04  2010-11

National 5.9 14.0 20.3 5.1 12.8 17.5
By Region

Urban 39.2 51.2 55.7 21.9 44.7 48.0

Rural 3.5 8.9 14.5 2.9 5.3 9.4
By Ecological Belt

Mountain 0.4 0.6 6.2 0.0 0.0 3.5

Hills 5.9 14.7 17.5 7.4 17.1 17.1

Teral 6.9 15.4 26.3 3.0 10.3 20.8
By Consumption Quintile

Poorest 3.1 5.0 2.3 1.6 2.3 15

Qll 1.3 2.7 7.9 1.8 1.8 3.3

Qlll 2.8 6.5 12.5 0.0 2.0 5.7

Qv 4.1 14.0 33.7 14 6.5 14.7

Richest 18.2 55.2 72.2 10.8 33.2 52.0

Sources: Authors’ calculations based on NLSS da&tha

Note: Primary grades include grades 1 throughd&rssary grades include grades 6 through 10.
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Table 5.5 The prohibitive costs of private schaplin
(Per student household expenditures, in Nepaleped’u by type and level of schooling)

Public Schools Private Schools
1995-96 2003-04 1995-96 2003-04

Primary level (per student household
expenditures) 326 387 2,688 4,144

Secondary level (per student household
expenditures) 455 415 4,281 6,785

Average per capita househ
expenditures 7,235 10,318 7,235 10,318

Source: NLSS reports.

Note: All per capita expenditure data are in 1985r8lation adjusted (constant) Nepalese
rupees. 1 US$ = 55.92 Nepalese Rupees in 1995.
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Table 5.6 Privatization market share in study ditsr

2008-09 2011-12
Chitwan 29.0 36.0
Dadeldhura 3.5 54
Jhapa 24.4 30.2
Kavre 16.8 19.8
Kathmandu 63.9 73.1
Mustang 11.8 21.8
Sarlahi 0.5 1.7
Nepal 11.6 14.5

SouwscElash reports, various years.
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Table 5.7 A comparison of user fees in public anape schools, 2011-12
(9" grade, in U.S. dollars)

N Mean Median Std. Dev. Min Max
Kathmandu
public schools 145 25.86 19.62 34.17 0.00 369.32
private schools 775 335.36 280.45 336.99 0.00 64259
Chitwan
public schools 66 10.62 3.46 35.02 0.00 227.36
private schools 112 156.26 158.98 36.94 66.94 304.6

Sources: District records, Kathmandu and ChitwahRrincipal Survey. These data come from the
district private school records in Chitwan and Kasimdu, and school survey of public secondary sehool
2011.

Notes: The total fees for each school were caledlas the sum of annual fees and ten months ofhityont
fees. The data was compiled from the available hg@ind annual fee records kept in the district
education offices. The U.S. dollar to Nepali rupgehange rate used is: 1U.S. $ = N.Rs. 86.65, whiash
the 2011-12 average exchange rate (based on IMBt#EStics).

There are two main caveats to the data. FirstBsdidata may not exhaustively capture all thefaser
that parents have to pay the schools, but shouldeébmost significant recurrent expenses incursethé
parents. Secondly, due to the large number of f@isehools in Kathmandu and unavailability of relsor
over a third of the data for Kathmandu secondargllschools is not available. However, there iskahy
to have been a systematic underreporting of chesberols.
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Table 5.8 Linear regression models of objective petition measures on school and community
characteristics
(Estimated OLS coefficients)

Number of
private secondary
schools that are

within one Private share of
kilometer walk of  enrollment in
Dependent variable the school the location
cobj psvw

School examination performance
» Percentage of students who passed the high-stakes

examination with a score over 60%, 2010-11 -.0117** 0.03
Community level characteristics
» Female literacy rate, six years and older, 2001 953+ 6.32%**
* District dummy (1 = Kathmandu) 2.78** 14.2%**
e Urban dummy (1 = Urban) 1.04** 3.40
» Population growth (decadal), 2001 to 2011 0.05 1.38***
Sorting characteristics
*  Whether the school requires an entrance examinfgion

grade 6 admission, 2011-12 0.01 -4.40
» Total fees, grade 9, 2010-11 (in Nepali Rupees) 0.01 0.09
» Percentage dalit (disadvantaged population) inlieneat,

2010-11 0.00 0.26
Other school characteristics
* Total grade 1 to 10 enrollment, 2011-12 ABTH 1.9%**
*  Whether school has inadequate desks, 2009-10 0.49 -2.06
*  Whether the school has a computer room, 2011-12 0.03 -8.06***
*  Whether school has a toilet for teachers, 2008-09 -.943* -5.09*
N 212 212
R-squared 0.46 0.40

Sources: Authors’ calculations based on Combinean@ative Dataset (Principal Survey, Flash dataset
SLC dataset, Census dataset).

Notes: Model specification includes other schodalreleteristics (fraction female” grade class size,
percentage of teachers with permanent contradgtsapr school repetition rates, l@rade new student
admission rates) as controls.
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Table 5.9 Principal and parent perspectives omehgons for private school attractiveness
(% of principals and parents that agree to thefahg statements)

Principals Parents
Public  Private Public Private
N 212 81 72 75

Parents are attracted to private schools because...
Quality
» Private schools teach with English as medium of

instruction 93.9 93.8 98.6 94.6
* Private schools provide computer skills 58.5 82.7 87.9 84.9
» Compared to public schools, the private schools get

better SLC examination results 83.5 98.8 67.2 87.8
Management
» Compared to public schools, the teachers feel more

responsible for the students 69.8 97.5 82.5 89.2
» Compared to public schools, the teachers teach wel

because they are fearful for their jobs 78.8 44.4 87.5 79.2
» Compared to public schools, there is less external

pressure on school management 82.1 84.0 83.3 74.3
» Compared to public schools, private schools haveenr

monitoring of teachers 85.4 74.1 84.4 90.3
» Compared to public schools, parental involvement is

higher 68.4 87.7 85.5 77.0
» Compared to public schools, schools operate foemc

days 71.7 88.9 80.3 77.0
Social status
» Parents feel social prestige because parents bgayt

high fees 73.1 40.7 62.1 36.5
» Compared to public schools, more well-to-do familie

send their children to private schools 80.7 37.0 70.6 311

Sources: Authors’ calculations based on Principay&y and Parent Survey.
Note: The sampling procedures utilized for paserd principal surveys are quite dissimilar. Herlocey

should not be used for more detailed comparatiedyais. The principal survey included a census of
public secondary schools and 81 randomly stratifi@cate secondary schools. On the other hand, the
parent surveys were conducted in a purposeful saof80 private and public schools, and the parents
were selected by the principal.
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Table 5.10 Logistic regression models of subjectimpetition measures on objective competition,
principal perceptions, and school and communityattaristics
(Estimated odds ratios)

Principal lists at leas! Principal lists at least
one private school  one private school
when asked to list ~ when asked to list

three competing  three best schools in
Dependent variable schools the district

Variable name csubj bsubj

School examination performance

» Percentage of students who passed the high-stake

examination with a score over 60%, 2010-11 1.01 1.01*
Objective Competition
*  Medium number of private secondary schools nea 3.09** 0.77
» High number of private secondary schools nearby 4.06*+* 1.74*
Community level characteristics
* Female literacy rate, 6 years and older, 2001 1.15 1.4*
» District dummy (proportion Kathmandu) 3.96*** .308*
* Urban dummy (proportion urban) 287 0.73

Sorting characteristics
*  Whether the school requires an entrance examina

for grade 6 admission, 2011-12 0.69 0.78
» Total fees, grade 9, 2010-11 (in Nepali Rupees) 1.02* 0.99

» Percentage dalit (disadvantaged population) in
enrollment, 2010-11 0.98 0.97

Principal perceptions (1 = agree or strongly agpabe
following statements)
» Private schools are better than public schools in

overall quality 0.95 1.95%

* There is no need to compete with private schools
since the competition is really with other public

schools 0.54 0.82
*  Our teachers who have more than 15 years of

experience are excellent 1.81** 1.26
» Parents are highly involved in school activitie®ur

school .393*xx 0.67
N 212 212
R-squared 0.17 0.12

Source: Authors’ calculations based on Combinedh@adive Dataset.
Notes:*, **, and *** indicate significance at 10%, 5% arid% level respectivelylncludes other school
characteristics as controls.
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CHAPTER 6
THE PUBLIC SCHOOL RESPONSE TO COMPETITION
Abstract
The goal of the chapter is to describe and andhaeolicies that are likely to be
adopted by public schools in order to compete wittiate schools in Nepal. The analysis is
essential since school policy changes provide lggrest indication of reform efforts, and are
necessary to engender outcome improvements. Debpitapid growth in private schooling,
there is scant research on the public sector caesees of privatization in developing countries.
The analysis utilizes a mixed methods approacheaatlzes 30 public school interviews and a
300-school competition focused principal survelyrst analyze the principal interviews and
retrospective, descriptive statistics to identifg policies that are most likely to be attributatble
private competition. | then conduct logistic regiea analysis to test the hypothesis that public
schools that experience more competition are nikedylto have implemented key policies. |
find that public schools have begun respondingitafe competition by “mirroring” desirable
private school policies. For instance, schoolsighltompetition regions are over four times as
likely as schools in low competition regions to 8dengthened their school day than officially
required. Furthermore, public schools whose prasipnention private schools as competitors
are over twice as likely to have adopted Englisklimma as public schools whose principals do
not mention private schools as competitors. ThealNepse suggests that the competitive
pressures and accountability mechanisms may haeatinized public schools to respond with
policy actions. The public school responses togteicompetition can be similarly fleshed out in
other developing countries by developing policyatlaises, understanding public-private policy

differences, and analyzing principal perceptions.

120



Introduction

In the chapter, | describe the policies that aregpmstituted in public schools in
response to private competition. | address thevieilg research question in the analysis: How
do public schools respond to private competitioh@r€ are two main reasons why researchers
have to investigate how the presence of a growingie sector is affecting public school
policies. Firstly, the rise of private provisioneducation in low-income countries, including in
Nepal, has often been attributed to worse qualifyublic schools. Private schools are
theoretically expected to provide competitive puess and incentivize public schools to
respond. However, despite the rapid growth in tiape sector and the documented poor
quality of the public sector, the strand of reskdahat analyzes public sector’s response to
competition is virtually nonexistent in developioguntry contexts (Thapa, 2012a). Secondly,
public schools continue to provide education torttagority of children in most developing
countries — 84% of all children in Nepal are docoted to be enrolled in public schools in the
2012-13 academic year. So, if public schools atgraviding good quality, we need them to
strive to improve as a result of these competjpressures.

Conceptual Framework and Research Questions

The literature and conceptual framework suggestwhan faced with competition,
public schools may adopt one of three stancesy-rttegy decide not to do anything, decide to
react with instructional and non-instructional raficefforts, or decide to react unproductively.
They may decide not to react to competition if thiapk that the private school does not have
anything different to offer, or if they lack thepaeity to respond with policy changes. This
implies that we have to first evaluate if there ang noteworthy differences between private and
public schools in the context of study that arettvemulating by the public schools.

In qualitative studies, the researchers first idgpiublic schools that are likely to be

most impacted by competition, and then investi¢fage reactions using descriptive statistics,
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shareholder perspectives and observations. The@rgthat certain policies are responses to
competition rests on the notion that without thesmpetitive pressures there would be no
incentives to adopt new policies. These studie® awnd that affected public schools have
focused on trying to improve customer relationsegiising, increasing teacher decision-making
control, providing better curricular options, andkimg the working environment difficult for
their competition.

In quantitative studies, the studies typicallytycollect detailed data on school policies
before and after the introduction of competitioraocountability measures from a representative
sample of schools. Then, the methodological fosumitrying to ensure that one compares the
policy adoptions in schools that are similar ordathensions, such as community and schooling
characteristics, except the level of competiticytface. These studies have found that schools
that face higher competitive or accountability ptees are more likely to provide more
instructional time for the high-stakes populatiansl subjects, increase teacher control over
decision-making, or game the system by cheatinthpe®xaminations.

A significant complication in describing public @i responses as reactions to
competition is that it is very difficult to pinpdimhat causes public schools to experience and
react to competitive pressures. As discussed isdheeptual framework and analyzed in
Chapter 5, the public school experience of conipatis subjectively determined and it will
depend on a confluence of factors such as the teatgmivatization, the school’s initial
conditions, and the leadership’s motivations. Tliggkngs suggest that a well-defined
subjective measure of competition may be bettex stbtapture the less tangible aspects of
competition, and thus should be used to measureefition alongside objective measures when
studying responses to competition.

The main limitation in the school response literatis in causal inference — that is, in

arguing that certain policies acausedoy and not just strongly associated with compaetitibhe
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identification is especially difficult in contexlike Nepal that have limited longitudinal data on
policies and privatization growth In fact, there is no national or district levelttabase on
school policies that can be used to assess hovicpadtiool policies have changed over time in
Nepal. Additionally, while there are many allusidoghe public-private differences that have
made private schools attractive to parents, ther@a descriptive or analytical studies that have
tried to assess whether public schools are bakeigpolicymaking decisions to correct these
assumed differences in public and private schooling
In this chapter, | analyze the policy changes #natlikely to be induced by competition,

a topic that has not been investigated previoustieiveloping countries. | address the question:
How do public schools respond to private compeiibassume that public schools have three
main strategies that they can utilize when facefl sompetition - they may decide not to do
anything, decide to react with quality enhancirfigma efforts, or decide to react by increasing
their selectivity or other means to change studentposition. The specific research questions
addressed are the following:
(1) What are the policies that public schools adomtrder to compete with private schools?
(2) Are public schools that experience higher competitnore likely to have adopted

competition-induced policies than public schookst #xperience lower competition?

i.  Are public schools that have more private schaoldase proximity, referred to as
“objective competition”, more likely to have adopteompetition-induced policies
than public schools that have fewer private schimotdose proximity?

ii.  Are public schools where the principals perceivegie schools to be competition,
referred to as “subjective competition”, more ki have adopted competition-
induced policies than public schools where prinsipln not perceive private schools

as competition?

%3 Appendix 6.1 contains a discussion of the caudat@nce limitations of the study.
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Data and Methods

Research Site

The analysis in the chapter is focused on the tgtwicts of detailed study, Kathmandu
and Chitwan. As discussed in more detail in thepfdraon Data and Methods, these districts
were chosen for their high private sector exposuhech should provide schools in these
districts with enough competitive pressures to rieggspond. For instance, the number of
private schools in both districts has expandedqadatly strongly after the advent of democracy
in the early 1990s. Over the past decade, loweyArgcpopulations have also begun to go to
private schools and the private education secteighawn and diversified to address the
demand. Still, the data from district records sisigj¢éhat the average annufligrade school fees
are at least 15 times higher in private schoolspared to public schools, suggesting that private
secondary schools continue to be considerably mqgoensive than public secondary schools in
these study district$

In conducting the analysis on public school respeng is important to be aware of the
ways in which the Nepal context is substantialfjedent from the U.S. context that serves as the
site for much of the literature reviewed on schesponses. Firstly, since Nepal is a low-income
country there may be contextually different poliegponses to private competition that would
be required to attract students. Secondly, sinwlather Asian and African countries
(Srivastava, 2013) the growth in private schoobmgr the past twenty years has been “de

facto”, that is with minimal government supportregulatory oversight, unlike the “de jure”

3 This finding may appear counterintuitive giventttigere is so much attention paid to the growinglo

fee private sector in low-income contexts. Theifigdnay be explained in the following ways. Firstly
there is a very small group of non-profit privathaeols in Nepal as most private schools are run as
corporations. Secondly, given that Kathmandu anitivah are important politically, it is likely théitey

have few undocumented private schools, a phenomtiabmay be more common in other populous parts
of the country. Thirdly, the finding also suggetist rather than lowered school fees, it is theimizat
demand for private schools that is pushing prigator growth. That is, parents are willing to pay
premium for the perceived or real higher qualityprivate schools.
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adoption of voucher programs in the U.S. (WitteQ@0and Chile (Hsieh and Urquiola, 2006).
While there have been decades of policies focurathproving access and quality, the 2008
per-child-financing (PCF) modality is the first acamtability mechanism in Nepal. The PCF
mechanism distributes salary and non-salary fuadedbon student enroliment. From a school
response perspective, the mechanism is likely v@ babstantially increased the incentives of
the public school system to improve and retainesttgl Finally, Nepal's education system is
managed at the district level by the District EdigzaOffices that have deconcentrated power as
the local level implementing agency (Bhatta, 2009®)nterviews, district officials mentioned
that their involvement has been primarily restddte collecting statistics, informing and
monitoring schools, and holding inter-school meggito highlight promising practices and
conduct trainings. Thus, in contrast to distriatelepolicy responses in the United States,
Nepalese public schools are likely to be primaatdifected by school-led policy changes rather
than district level initiatives.
Data Sources
Quantitative data

In this chapter, | utilize the school-level Comldr@uantitative Dataset, which
combines data on school policies, competition messicommunity and school characteristics,
which were compiled from a primary dataset (priatgurvey) and various secondary sources
(national education indicators, student performapogulation censu®)

Policy domainsDue to the lack of representative data on scholdips, | developed a
school policy instrument which was developed andlized using the key literature (MoES,
2005; Rouse et al., 2007), the initial exploratgualitative work in 2010, and several rounds of

formal testing and discussions with the implemansuarvey firm. The survey enumerators asked

% The various data sources are described in moadl @leChapter 4: Data and Methods, and displaped i
Figure 4.1.
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the school principals whether or not they had itq@eted a range of policies (yes/no question)
and when they started implementing these policieg¢all question), and the grades that they
implemented these policies for (from grade 1 thtogade 10).

School principals were asked questions on politiaswere more prevalent in private
schools, such as English medium, providing tieslzeits, homework diaries, and computer
education; and other quasi-private instructionaltsgies (added instructional time, teacher
quality efforts) and quasi-private noninstructiostrthtegies (emphasis on recruitment and
promotions and procedures for selection during asimin). The summary statistics of these
school policies are presented in Table 6.1, andliaoeissed further in the results section of
Research Question 1.

Competition Measure3.he main explanatory variables used in the anafyrgshe
measures of competitidh | use the survey to develop two measures of ctitigyg which are
displayed in Table 6.2. Firstly, the geographioqrity measure was developed from a survey
guestion on the number of private secondary schoakwse proximity to the public schools.
The school principals were asked to mention theberrof private secondary schools that were
located in close proximity (within a one kilometealk) of the public school, and the continuous
variable was then converted to a categorical vigiablow, medium and high competition. |
decided to use a categorical transformation ingt,hmedium and low competition because | felt
that it would be better for interpretation, becacsmpetition may not have a linear relationship
with the policy response. On the other hand, Itfedt a binary transformation (1 = at least one
private school) would not capture the variationthim competitive environment. Secondly, a

subjective measure of competition was defined eestegorical variable that equals 1 if the

3 Further details on the competition measures aréiged in the Data section of Chapter 5, which
analyzes the competition measures in more detail.
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school principal mentions at least one private sttanen prompted to list three competing
schools, and measures the school leadership’sgiEe®f competitiorY.

Principal perceptions and high-stakes performandee school survey dataset also
included perception questions on the reasons feafgrschool attractiveness, decision-making
control, and school motivations and expectatioomfpolicy reforms. These data were first
collapsed from Likert scale items to binary datad then divided by public school academic
performance quartiles. The school survey datasetallected data on school-level pass rates in
the high-stakes examination. In the analysis, tiheselts were used to divide the public school
sample into quartiles of academic performanceddhér analysis of differences in policy
responses and principal perceptions. The pringpeteptions on select public-private
differences and decision-making roles by academmctde are presented in Table 6.3.

Explanatory and Control Variablefn order to quantitatively analyze the association
between school responses and the subjective aadtimiai measures of competition, | utilize the
above described school policy actions as the degregnvairiables. The other important
community covariates of interest in the analysestae district variable, identifying whether the
district is Kathmandu or Chitwan; the urban vamaldlentifying whether the school is in urban
or rural regions. | also add variables that maysueathe school’'s ability to be selective, such as
whether the school takes entrance examinationsctheols’ total fees, and the proportion of the
school students who come from disadvantaged (deditkgrounds. | add a variable measuring
the permanent share of teachers in schooling,edi¢hature has suggested that it may be an
indicator of the school’s flexibility and the amdwf leverage they would have to ensure higher

teacher effort (Sharma, 2012). Additionally, | ailscorporate principal perceptions on the

37 A second subjective measure on the best schotheidistrict was based on a question that askad th
to list the three best schools in their distridieTquestion was used to identify the best pubhoasis in

the district and then highlight the policies thagy had adopted. The analysis of the policies adopy

the best schools is discussed in Appendix 6.3.
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public schools’ ability to make changes and theusse limitations that they face since the
reaction to competition is also based on subjegiareeptions. In addition, | control for other
school characteristics such as school and clagsthiz proportion of female students in
enrollment, the age of the school, efficiency iadiics such as the proportion of new students in
secondary schooling and the fraction that havemkdput in primary schooling; and for
infrastructure and resource characteristics - wdrdtey have had to hire teachers due to lack of
funds, whether they have computer space, and whitbie classroom desks are in adequate
condition. The descriptive statistics of theseafalgs are listed in Table 6.4.
Qualitative Data

The qualitative data used for the analysis inclumles 50 interviews of national
policymakers, and district, local and public antigie school principals in the two districts of
Kathmandu and Chitwan, collected between July apdeé®nber, 2011. The analysis focused on
the portions of the discussions that were focusepublic-private differences and what public
schools were doing or could be doing in responsmiopetition from private schools.
Empirical Strategy

| identify the policies that are more likely to A@esponse to private competition by
utilizing a two step mixed methods approach basestakeholder perspectives and survey data
on public school responses. The lack of longitudimfarmation on policy changes and the
extent of competition does not permit conclusivesea inferenc® analysis. However, | argue
that using school principals’ perspectives on muptivate differences and what they have done
in response to competition increases the likelihiad certain policies are “competition-

induced” rather than just general improvements.

% Appendix 6.1 contains a discussion of the caudaténce limitations of the study.
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To address Research Question 1, identifying thieipslthat are likely to be induced by
competition, | first analyze the descriptive st of school policies. | then highlight the
policies that are likely to be public school respesby going through the following steps. For
each policy, | studied the extent of the policy®gtion in the private school sample, and
whether the policy was adopted more frequentlyrivape schools than in public schools. |
simultaneously analyzed stakeholder perspectives interviews and principal perceptions to
understand whether that policy was something tlatenprivate schools better than public
schools, and thus considered worth emulating. Theoted the historical trends in the adoption
of that policy in public schools. In this mannettiangulated a variety of sources and
perspectives to identify a set of policies thateMétely to be a response to private competition.

In the presentation of the descriptive data, |gatieed the school policies as “private
mirroring”, “quasi-private instructional” and “quagsrivate non-instructional” strategies. The
private mirroring strategies include strategies tirare most visible and attributed to private
schools. The quasi-private instructional strategiekided strategies that were more prevalent in
private schools compared to public schools, buewewed as quality improvement tactics
rather than exclusively private school strategldse quasi-private non-instructional strategies
included polices focused on school promotion amecsigity during admissions. These policies
were considered quasi-private but differed fromeofbrivate-mirroring strategies in that these
were not directly related to school quality. | shihve historical trends on when schools started
adopting these policies to identify if there hasrba substantial increase in the frequency of any
of these policy adoptions in recent years.

For the descriptive analysis, | also use informatia the number of grades for which
they had implemented the policy in order to undergtif the policies had been sustained. The
school was defined as having “sustained” polidi¢sae school had adopted these policies for at

least three grades. | developed the sustainedypadinitions for the following policies:

129



adopting English medium, adding computer educapooviding additional instructional time

for days lost to strikes, providing additional msdtional time by keeping the school partly
operational during vacations, providing targetedité@hal time for weak students, and
lengthening the school day. The rationale for angethis definition was that it would allow one
to highlight the schools that have exerted efftiteughout the schooling cycle. Since Nepal's
high-stakes examination only tests"Iade children, all three of these grades woutchage
high stakes attached to them. Additionally, the fhat they have implemented these strategies
for at least three grades would suggest that thecddad not just initiated these efforts in this
academic year.

To address Research Question 2, whether policytimthoyaried by the extent of
competition, | use logistic regression analysiguantify the association between the selected
school responses, identified in Research Questiand the subjective and objective measures
of competition. The school’'s policy response to petition is expected to depend on the
school’s student, financial and physical charasties, and community characteristics, following
Rouse et al. (2007) and other empirical studiesfttais on school policies. In presenting the
results, | approach the question of public schesponses to competition using quantitative
measures and contrast schools by the extent cdctiug and objective competition they face. In
the regression results, | interpret the odds rasalts for the measures of competition, and key
explanatory variables (the district variable, théicator of selectivity, and principal
perceptions).

Model
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| estimate a set of cross-sectional school-levalet®owhich estimates the association
between policy responses and the objective anestiNg measure of competition using the
following set of logistic regressiofis

Ai= a + B1Csupj + f2C thirgs2 + P3Cthirasat P +0Z + ¢ (Model 1)
whereA represents whether the school has implementedygah 2011-12 Cyiras2@NdCinirgss
represent categoriédindicators of competition - the medium and higimiwer of private
secondary schools in geographic proximity (the tadicategory is low competition), afd,y;
represents the subjective competition measure,hehéhe school had mentioned at least one
private school as a competition schd®dlepresents a vector of key explanatory varialaled Z
represents a vector of school characteristic ctmtidne key parameters of interest g##, and
B3, which measure the effect of competition on theliliad of the school’s policy response. As
stated earlier, the summary statistics on the ctitrggemeasures and explanatory and control
variables are presented in Tables 6.2 and 6.4ecgsply. In the presentation of the results, |
refer to the analytical dataset as “Combined Qtatite Dataset”, and the survey as “Principal

Survey” for simplicity'”.

%9 | also ran the following models of the objectivelasubjective measures separately.

A=a +ﬂlcsubj + yP +0Z +¢ (Model 1a)
A= a + BoC hirds2 + f3C thirasat yP +0Z + ¢ (Model 1b)

Re-estimating the model with the subjective an@abje measures separately did not change the
estimation results for the key covariates in arysgantial manner. Hence, these results are notibedc
in the text.

“0 The continuous variable that measured the geograpbximity measure of competition was converted
to a categorical variable that took three valuew,(inedium and high) of competition for the anaysi
decided to use a categorical transformation ingh hnedium and low competition because | felt that
would be better for interpretation, because cortipatimay not have a linear relationship with théqyo
response. On the other hand, I felt that a birrarysformation (1 = at least one private school)ld/owt
capture the variations in the competitive environtne

*1 For further details on the data, please referigaré 4.1’s data map in Chapter 4: Data and Method
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Results
What are the Policies that Public Schools appear tbe Adopting in order to Compete with
Private Schools?
Private-mirroring strategies

The set of policies that are most likely to be pubthool responses to competition are
policies that are viewed by stakeholders to betgagentially private school characteristics and
worthy of emulation by public schools. Thus, thdlpuschools’ growing adoption of these
strategies can be interpreted as their effortsriordr” private schools with the hope of
increasing their attractiveness in the communitye policies include adopting English medium
of instruction, adding computer education to theiculum, requiring ties and belts on school
uniforms, and making students keep homework diafiesse “private mirroring” strategies are
also distinguishable from other reform efforts sitisese are more visible measures. For
instance, a principal can show the school’s tramsio English medium by showing English
textbooks, take parents for a tour of the compcitesss, hand out homework diaries, and show
the ties and belts that their students are nowiredjto wear on their uniforms. The historical
trends in public school adoption of these polieies presented in Figure 6.1.

English mediumAccording to most stakeholders, private schoatspsimarily more
attractive because they teach in the globally sete¥nglish medium of education while public
schools provide instruction in the official natibf@nguage, Nepdfi. Private schools were
started, primarily in the 1980s and 1990s, to mtewvnodern education to elite students, which
included teaching in English medium. Of the 81 at@vschools sampled in the principal surveys,
all but one of the private schools was startednaSraglish medium school. In discussions, all

parents and policymakers attributed the declineublic school attractiveness at least in part to

2 Nepal has experienced a complicated history isrdehing the main language of instruction given its
complex language diversity (Yadava, 2007). Whiguanents were made for Nepali, Hindi and English,
Nepali was chosen to foster a unified national fideRai, Rai, Phyak & Rai, 2011).
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the medium of instruction issue. For instance,hasve in Table 6.3, over 90% of surveyed
public school principals agreed that parents prgfisate schools because private schools teach
using English medium. In discussions, some puddimol officials and parents even claimed
that it was the only significant difference betweeiblic and private schools.

The adoption of English medium is by far the magportant “private-mirroring”
strategy that could be adopted by public schoalbli® and private schools have long been
distinguished by their language of instruction.sk®wn in Table 6.5, a nationally representative
study from 2004 showed that while over 75% of pgevsecondary schools were found to be
operating as English medium schools, only 1.9%efdublic secondary schools were operating
as English medium schools. However, English has lakied for many decades in Nepal,
potentially due to the long-term importance of Estgin neighboring post-colonial India,
Pakistan and Bangladesh. Additional macroecononmdcalitical events have also aided in
increasing the relevance of English - the pastdecades of political instability and consequent
migration boom has increased the importance ofiEimfluency and household’s ability to
finance private schooling. The push for Englishlg reflected in a different kind of policy
response, a policy directive from the district odfi For instance, in Kathmandu, the District
Education Office reported that he was leading &orteto get high school principals to commit to
transitioning their school to English medium in 2012 (personal communication, August 23,
2011). Thus, the adoption of English medium isdiythe most important public-private
difference and the most important “private-mirrgfirstrategy that could be adopted by public
schools. There is an expectation that public schowly have started adopting English medium
instruction over the past few years to competesamdive as private schools rapidly grow in
their communities, despite the considerable diffies a school may face in adjusting to a new

language of instruction.
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The policy adoption trends from the survey datdiomthese expectations. Nearly
three-quarters of the public schools say that taaye adopted English medium in their schools
in the 2011-12 academic year. Importantly, the &domf English is a fairly recent
development. As seen in Figure 6.1, most of thdipsbhools in both districts, except for a few
older Kathmandu schools, mentioned that they ieitisEnglish medium teaching only in the
past five to six years. It also appears that Ehghedium efforts are in their infancy for most
schools. While almost three-fourths of all pubbtisols had adopted English medium, less than
a third taught in English in three or more schaaldgs. An additional indicator of the school’s
serious commitment to English medium is whethey tieeve hired teachers specifically for
English teaching purposes. About a third of thelipidzhools appear to have recruited teachers
specifically to teach in English.

Computer education in the curriculuBased on interviews, one of the other key aspects
that appear to differentiate public and privateost$ include their commitment to technology-
based education. As shown in Table 6.3, nearly 6D%e public school principals agreed that
parents find private schools to be more attradiaeause they provide computer skills. There
has been growing recognition of the need to proe@eputer-based education in Nepal. Many
of the sampled public schools had operational caendabs due to donations. The Nepalese
government also launched a pilot One Laptop Ped@BILPC) program in 60 schools and
evaluated it for its learning benefits (Sharma,201In the study, the provision of computer
education as a tested subject is a proxy measatrevthuld signal that the school has firmly
integrated ICT based education into the learningrenment. The data indicate that over 90% of
private schools, over 50% of public schools in Kadindu, and only 28% in Chitwan, have
provided computer education as a subject. Alsorifto provide computing skills in public
schools are only just beginning — only 35% of Kadinslu public schools and 12% of Chitwan

public schools provide computer classes for thremare school grades.
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Adding ties and belts to the school unifoilthe physical appearance of school children,
based on their cleanliness and the quality of ool uniforms, are an easy way to
differentiate public and private school studentsva®e schools in Nepal often have elaborate
uniform requirements (formal blazers, sports umfgy while public school students only require
a basic blue shirt and grey pants or skirts. Iméeved principals mentioned that a tactic to lessen
some of the perceived difference between publicpaindite school students has been to require
public school students to wear ties and belts ein #thool uniforms. About 80% of Kathmandu
schools, and 40% of Chitwan schools, have addedtid belt requirements to their school
uniforms as of 2011-12. The trend data in Figuleshow that in Chitwan the public schools
only started adding ties and belts to uniforms femound 2005-06, while it was more prevalent
from the 1990s in Kathmandu.

Instituting a homework diary systefhomework diary system is a means for parents,
teachers and students to collaboratively monitatestt learning. In such a system, students are
expected to keep a homework diary. As describepuijic school principals, the homework
diary system expects all parties to regularly trsitiklent progress by looking at the homework
records, and then signing a page in the diary te tiat they have reviewed the work. The
checks and balances system can ensure that pateiksnts and teachers are on the same page
regarding student developments and are mutualiyuetable. While over 80% of private
schools have such systems in place, the adoptipakhc schools is fairly low. Only 34% of
Chitwan public schools and 19% of Kathmandu pusticools have adopted a homework diary
system.

In summary, these “private-mirroring” policies haslearly been widely adopted by
private schools. There are two things worth notinigy regards to the public school adoption of
these policies. Firstly, the historical trends ape show significant differences between

Kathmandu and Chitwan public schools in the adopbiothese strategies. As shown in the
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historical adoption data in Figure 6.1, the adaptbthese policies in Chitwan public schools
appear to be a recent response to the private lsctimpetition in the district, while it has been a
longer-term process in Kathmandu given the moregseve exposure to private schools in the
capital. Secondly, while public schools have adom@icies that require primarily school level
actions, few public schools have tried to set tnpmework diary system, which requires the
coordinated efforts of students, teachers and par€his finding may suggest that public school
managements are less convinced of their abilitgftoence teacher and parent behavior.
Quasi-private instructional strategies

Other policies that public schools could implemactude strategies that could be the
“behind the scenes” reasons for private schoolssymed higher quality and be more frequently
adopted in private schools. The policies that famugnstruction and outcomes include an
emphasis on high-stakes results through tutoriegises for the high-stakes examinations, a
focus on adding instructional time, and efforth&ve better managerial control over teacher
performance. The adoption of these strategies bligpsichools may be construed as espousing
“private-like” behavior. | distinguish these quasivate strategies from the “private mirroring”
strategies because the public school principal1deerziew the instructional strategies as school
improvement policies rather than exclusively prevathool strategies. The historical trends in
public school adoption of these policies are prisxeim Figure 6.2.

Control over teacher performanc€here is a general perception among parents that
private schools are better able to provide qualkitycation and score higher test scores because
these schools have better managerial control @aaher performance. Public school principals
appear to concur with this assessment. As showalite 6.3, less than 60% of public school
principals say that they have substantial contvel eeacher appointments and almost 70% agree
that private school teachers may be viewed as baorg responsible. Teacher absenteeism in

public schools has been widely acknowledged asi@usereason for relatively worse education
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quality in public schools in developing countriBsr instance, an influential study on rural India
(Muralidharan and Kremer, 2009) found that privatbool teachers were two to eight
percentage points less likely to be absent, antbsmne percentage points more likely to be
engaged in teaching activity as compared to teadhguublic schools. Additionally, Beteille
(2009) argues that there are deep rooted struaundhinstitutional problems that allow for
teacher absenteeism and ineffectiveness to prievgdittings such as India.

In Nepal, interviews suggested that public scheathers are heavily politicized and
frequently work as local level political officialer their parties, much like the “teacher
politicians” documented in the Nepal-borderingestait Uttar Pradesh (Kingdon and Muzammil,
2003). In fact, given the continuing volatile pwi#l climate in Nepal, the teacher politicization
situation may conceivably be a heightened fornnefdomplex teacher political environment
that exists in India. Such a situation would adelraffect schooling. For instance, in a well-
functioning public school in one of the study sitie® 6-month absence of an English teacher
who could not be replaced with a substitute in tiemilted in 25 failures in the high-stakes
examination at the school.

The attempts by school managers to monitor andtngee teachers are proxied in the
analysis with three measures: whether the schawviges monetary incentives to incentivize
performance, whether the school takes disciplis@tion against teacher absenteeism, and
whether it has involved parents in monitoring teacbsenteeism. Two-thirds of the private
schools, and half of the public schools, statetlttiey provide monetary incentives for teacher
performanc®.

Additionally, about half of the private schoolsdaonly 20% of the public schools, had

policies in place to take disciplinary action feather absenteeism. It is rare for schools to

“3 Since the survey did not ask for specific inforimraon the kinds of monetary incentives required of
teachers, it is possible that the surprisingly higgponse rate for this question that was tryingéasure
performance pay initiatives may be due to an acgeiece bias.
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provide reports on teacher absenteeism to the {zaramly seven of the 212 public schools
provide such a report to their parents, and onbuaB0% of public schools involve parents in
monitoring teacher absenteeism. As shown in Figu2ethere do not seem to be any discernible
historical trends in when schools stared instiyolicies to fine teachers for absenteeism or
involve parents to monitor absenteeism. Thesergsidrends may suggest that most schools
fine teachers on a case by case basis as theyiengqest absenteeism.

Tutoring sessions for the high-stakes secondarga@xaminationThe main 18 grade
school-leaving (SLC) examination is the single mogiortant indicator of school quality in the
country. Public schools have historically laggeghgicantly behind private schools in these
schooling outcomes (Thapa, 2012b). As shown in& &8, over 80% of principals agree that
the high-stakes outcomes are a main reason whatpréchools are more attractive than public
schools. However, the common refrain from publiccsd principals was that they thought that
private schools were excessively teaching to b tehile public school teaching was much
more conceptually based. Like the private tutophgnomenon documented in many East Asian
countries (Dang and Rogers, 2008), a popular sgay in Nepal is to add tutoring sessions,
referred to as coaching classes, to ensure thdgrsiare well prepared for these examinations.
Public schools also seem to have latched on tdrémsl early on. As shown in Table 6.5, over
half of schools nationally admitted to having sagpe of coaching classes, especially for the
more difficult subjects of Mathematics, English éaence in 2004.

The data from 2011-12 for the two districts indecttat almost all public and private
schools appear to have instituted SLC coachingetasndicating that public schools are also
expending additional effort to improve their highles examinations. Coaching classes that
cater specifically to weaker students are lessgleat. However, two-thirds of private schools
and less than half of the public schools havetinstil ability targeted coaching classes. As

shown in Figure 6.2, there are no discernible hisbtrends to the adoption of these coaching
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policies. It is worth noting that the quality arejularity of the coaching classes received by the
students will vary tremendously depending on th®ets financial condition. It is also likely
that the nature of the SLC examination coachingsela has changed over time, since there has
been increased awareness of how most public sshaiénts do not pass in these exams.

Adding instructional timeOne of the other reasons that public schools noaperform
as well in the high-stakes examinations is if tapgnd less time studying at the school. Indeed,
as shown in Table 6.5, data from 2004 show thalewdimost 80% of private schools had
instituted some form of remedial teaching, remetiathing was prevalent in less than one
guarter of public schools nationally. For this stugrincipals were asked whether their schools
supplemented instruction for the days lost to malitstrikes and vacations, lengthened the
school day, or targeted instructional time for waradtudents. The interviews suggested that in
public schools there was a need for added instmgkitime in subjects that public school
students were typically weaker in such as Enghédithematics and Science.

The data from 2011-12 for the two districts indecdtat sampled private schools were
substantially more likely to utilize these strategio extend the amount of studying time
compared to public schools. For instance, almo%i 80the private schools, but only a third of
the public schools, mentioned that they providddaelessons for weaker students. These public
schools were also less likely to have institutegbéhinstructional time policies throughout the
schooling cycle. While a third of the schools pdevextra classes to help weaker students, less
than 15% provided these extra sessions for atfleeest school grades. As shown in Figure 6.2,
the effort to add instructional time by lengthenthg school day, adding extra school time
during vacations, and adding extra classes for arestkidents (remedial classes) seem to have
gained significant traction in the past decade.

To summarize, most public schools have institutezthing classes to improve their

high-stakes performance examinations. Public ssha@ also trying to add instructional time
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beyond official requirements to make sure thatstibdents at least complete their required
course load. The fact that few schools involve pErén monitoring teacher performance
suggests that school officials, in public and pievechools, believe that managing teachers is the
school’'s responsibility and not the parents.

Quasi-private non-instructional policies

Other non-instructional policies that could be addy public schools in their desire to
compete include strategies to promote the schostrategies to enhance school selectivity.
While these non-instructional strategies are canmsidi private school behavior, | distinguish
these strategies from the “private-mirroring” stgaés because promotional and selectivity
related strategies are rarely characterized agtyjeahancing strategies. The historical trends in
public school adoption of these policies are prisxeim Figure 6.3.

Increasing admission selectivit.prototypical private-school strategy is to beestlve
during admissions. Schools can selectively admdestts by using screening processes such as
interviewing parents, conducting entrance exanmmati requiring special admission fees, or
requiring information on parent profession (CoraeeBustos and Supelveda, 2009). The fact
that private schools can employ selection strasegieften cited as a strong critique of allowing
school choice in developed countries. The implarats that better student performance in
private schools may be primarily attributable te #bility to filter students and not their ability
to deliver quality education. In interviews, marfytlee public school principals highlighted that
their main disadvantage was that they had to aadkgtudents who came to the school, while
private schools could sort students by income dildya Given the discussions in the
interviews, | expected to find that public schowilay be interested in employing selective
strategies as a means to maintain or initiate gpetitive advantage since there were no strict

regulations governing school admissions due t@ladézoning and education related taxation.
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The survey data indicate that private schools weree likely than public schools to
collect special admission fees and use entranamieations for student selection in the
admission process. For instance, less than haiegbublic schools in Chitwan, but almost all
private schools, had entrance examinations. The#sestiggest that private schools are able to
utilize sorting mechanisms while taking in stude@ser 60% of Chitwan public schools, and
only 26% of private schools, mentioned that theydteted parent interviews. As shown in
Figure 6.3, there are no historical trends in tlegdency of adoption of selectivity (taking
entrance examinations or requiring parent intergjepolicies in public schools. These trends
may suggest that schools are using interviews gachimations for baseline statistics and
information gathering rather than as a means famgp Or, it may suggest that there are no
discernible group trends to increase selectivity e schools that change their admission
requirements will do so on a case by case basis.

It is worth noting that the school’s usage of thadmission requirements may
substantially differ between public and privateamh. For instance, parents in Chitwan public
schools could potentially be considered to be fineeved” when they were just informally
engaging in discussions, a product of a more conitynariented school setting in the less
urbanized district. Also, requiring information parents’ profession is administrative data that
need not be used for selection purposes. Publmotelare also less likely to take special
admission fees to admit students, and are likebhtrge lower fees than private schools during
admission season. Similarly, the entrance exansmgtiocess could serve dual purposes,
depending on the desirability of the schools. Whigdl-known public and private schools could
use examinations as a strategy to selectively astoiients, public school principals suggested
that they used the examinations to assess batedimeng abilities even if all students had to be

admitted. Nevertheless, the fact that these proesdire followed by some public schools at the
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very least suggests that there is a higher ordegarf and selectivity in these public schools’
admission process.

Promoting the schooPublic schools principals frequently stated thatgie schools
aggressively mislead parents and students with pnemotional tactics. Despite these
perceptions, less than a third of the sampled Katttha private schools, but 80% of the sampled
Chitwan private schools, mentioned that they preadheir school by placing advertisements in
television and newspapers. Advertising may beflesgient in Kathmandu than in Chitwan due
to the higher costs of advertisements in that niaBdgl, advertising in TV and newspapers is
twice as likely in private schools than in publatieols. Public schools are also as likely as
private schools to regularly produce banners angppéets promoting the school, suggesting
that public schools are also aware of the needdbool visibility. The adoption of these policies
is particularly interesting since these are ndtdohto quality, and are thus not likely to be based
on any parental demand for advertising. Thus, theseotional strategies are likely to be
emulation of private school behavior.

Among the strategies employed by public schootshtwe up their declining enroliment
include promoting the school to the community. Sttiavere asked if they went door-to-door
during admission seasbiWhile the majority of public schools go door-toed to recruit
students, very few private schools are likely teehauch institutionalized recruitment policies.
Most of the public schools have started going doaoor to recruit students in the past 5-6
years, indicating that public schools are facinmgaae significant struggle in recruiting students
recently. As shown in Figure 6.3, the historicahtils on non-instructional policies suggests that
attempts to promote the school through advertisesnenomotional pamphlets or by going door
to door to recruit students are all recent iniiesi

To summarize, a substantial number of public schaot developing promotional

materials to increase the visibility of their sch@nd have had to go door to door to recruit
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students. Interestingly, many public schools akeeta variety of admission requirements such
as initial exams and admission fees, but it iskeffi that all public schools can utilize admission
requirements for screening purpd$es
Are Public Schools that Experience Higher Competitn more likely to have Adopted these
School Policies than Public Schools that have Low&ompetition?
Descriptive Statistics

As displayed in Table 6.6, schools in higher cortipetareas (surrounded by more
private secondary schools) were more likely to extda instructional time during strikes and
have longer school days, provide computer educaitistitute a homework diary system, recruit
teachers to teach in English medium, and engagel@ttivity practices than schools in lower
competition areas (surrounded by fewer private alsholn contrast, schools that were in low
and medium competition regions were more likelhdawe adopted English medium, require ties
and belts in school uniforms, advertise in TV owggapers, and add extra classes for weak
students. These trends of a higher rate of polimp#aon in low or medium competition areas
suggest that public schools that are surroundeddynany private competitors may be
experiencing the negative consequences of stetiic.

Schools that experience subjective competitiort,ihavhere principals identified at

least one private school when asked to mentiore thoenpeting schools, were more likely than

** There are two other pieces of analysis that ilhateé public school responses that are discussedrie
detail in the appendices. Firstly, there are ofiodicies that public schools have adopted to addsesool
guality problems which are routinely consideretbéonorse in public schools. These policies inclinde
school’s efforts that focus on recruiting bettexdeers, and its non-instructional efforts to engaige the
community to reduce absenteeism, and gain highrermamity financing support. These actions are
considered to be a separate category of respomsestisese are not strategies that are consideresl t
private school behaviors, even though these actimmshave been necessitated due to high privatizati
A description of these policies is presented in é&ppix 6.2.

Secondly, another approach to understanding theigmthat are likely to be attributable to comperi is
to investigate the policies that are being impleteeéiby the best public schools in the country. &inc
public schools interact with each other a lot mtbe: with private schools, the majority of publatheols
may be indirectly affected by private schools tlgtothe best practices instituted by the top public
schools. An initial exploration of the best puldithools’ policy actions are presented in Appendsx 6
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those that do not experience subjective competitidrave adopted English medium of
instruction and recruited teachers for English meyliprovided computer education as a subject,
added ties and belts to school uniforms, and adalingmework diary system. The schools that
experienced subjective competition were also mkedyl to adopt instructional and non-
instructional strategies such as taking entraneen@ations during admission, taking
disciplinary action for teacher absenteeism, addisgyuction time by lengthening the school
day, keeping the school operational during vacatiand providing extra instructional time for
weak students, advertise in TV and in newspapers.
Regression Results

Private-mirroring strategiesAs displayed in Table 6.7, | find that public scheoihat
are located in high and medium competition areliksy/ to have added English medium of
instruction. The public schools in high competiti@gions are less than half as likely as schools
in low competition regions to have adopted Engiisddium, and the result is significant at the
10% level. The schools in medium or high compaetitiegions are far less likely to have
recruited teachers for English medium as well.ddigon, there does not seem to be a
significant relationship between the extent of cetitiwn and the school adoption of other
private mirroring strategies such as teaching cderpeducation as a subject, adding ties and
belts to school uniforms, or requiring homeworkrigis. These results may suggest that schools
in areas of medium or high competition do not hidneeresources to be able to provide computer
education for their students or recruit new teaslfi@r English medium.

On the other hand, public schools that have praisigZho mentioned at least one
private school as a competing school were overetag likely to have adopted English medium
(significant at the 5% level), and over one andlh tmes as likely to have recruited teachers for
the purpose (not significant at the 10% level).d&ts with principals who mentioned that they

consider private schools to be competitor scho@sahout twice as likely to require ties and
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belts in school uniforms (significant at the 5%diand to have instituted a homework diary
system (not significant at the 10% level). Intaregy, adding computer education as a subject is
not significantly different between schools by patton of competition.

The results also indicate that there is a clearadeation between the two districts of
study, Kathmandu and Chitwan, in terms of schotitp@adoption. Chitwan public schools are
more than twice as likely to have adopted Engligldionm as Kathmandu schools, after
controlling for other characteristics. However, fthools in Kathmandu were over 6 times as
likely as schools in Chitwan to have recruited hegis for English medium. These results
suggest that English medium is a more recently @dopitiative in Chitwan than in the capital
city of Kathmandu, but that Kathmandu schools aoging towards English medium adoption
more seriously. Schools in Kathmandu are over fiooes as likely to have added computer
education and added ties and belts to school un#of he public schools in Kathmandu are
more likely to have historically adopted quasi-pte/ strategies given their prolonged exposure
to private school practices, and better accessstources to be able to adopt computer education.
The fact that Chitwan public schools are over fiages as likely to require students to keep a
homework diary suggests that more Chitwan schaelsble to get parents, teachers and
students to collaboratively commit to keeping tratktudent progress.

The public schools that display signs of selegtj\specifically by requiring entrance
examinations for Bgrade students, are over twice as likely to halapted English medium and
recruit teachers for English medium. It seems ladic find that schools that are selective are the
ones that are able to transition to English medginge the transition would be highly expensive
and time consuming in terms of textbooks, trainengy teacher cooperation. Surprisingly,
selective public schools seem less likely to adoptputer education as a subject. The fact that

nonselective schools are more likely to adopt cdempeducation as a subject may simply
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suggest that even nonselective schools underdtarichportance of computer education, but
further analysis would be required to understang this is the case.

The odds ratios results from principal perceptisunggest that principals believe that
English medium is what sets private schools apan fpublic schools, and that without English
medium private schools are not really better inigueSpecifically, public schools that have
principals who do not believe that they need to peta with private schools are five times less
likely to recruit English medium teachers than pubthools whose principals believe that they
need to compete with private schools. However,ipdaghool principals who did not believe that
private schools were better in overall quality wisvize as likely to have adopted English
medium and recruit teachers for English medium.

Quasi-private instructional strategieAs shown in Table 6.8, there are no statistically
significant differences between schools that diffiethe extent of competition (high, medium or
low competition) in adopting extra coaching clageesveaker students to prepare for the
school-leaving certificate (SLC) examinations. Tim@n instruction related strategy that appears
to be more frequently adopted in higher competitegions is the school’s decision to lengthen
the school day. The schools in high competitionaeg are over four times as likely as schools
in low competition regions to have longer schogisdthan officially required. The longer school
day reform results suggest that schools in highpatition regions are putting significant effort
into ensuring that students are covering the iotyoal material. In addition, of the few schools
that have involved parents in some capacity to tooteacher absenteeism, schools that have a
medium number of private schools nearby are twickkaly to have parental involvement in
absenteeism as schools located in a low competiégion.

Public schools that perceive subjective competiaimless likely to have added SLC
coaching classes for weak students but are oveama@ half times as likely to have added

remedial lessons. One interpretation of theseriigglis that the schools that perceive subjective
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competition may actually be more engaged in imprg\&chool quality throughout the school
cycle, and may not need special instructional targeduring the final high-stakes examinations.
In addition, public schools that perceive privateals as competition are almost three times as
likely to have involved parents in monitoring teachbsenteeism.

In terms of the explanatory variables, Kathmandoliptschools were over four times as
likely to mention that they had SLC coaching foraker students and had fined teachers for
absenteeism, compared to Chitwan public schoolsomtrast, Chitwan public schools were
much more likely to stay operational during vagaperiods, have extra classes for weaker
students (remedial classes), and involve parentzomitoring teacher absenteeism. These results
suggest that Kathmandu public schools have a higlees on the examination performance of
their students and that they may encounter and toagkeal with higher incidence of teacher
absenteeism. On the other hand, Chitwan publicaslappear to be more likely to involve
parents and trying to improve schooling outcomesfiadents throughout the schooling cycle.

The more selective schools are significantly mikaly to keep schools partly
operational during vacations, and have some syste@emedial education. It is not surprising
that public schools that are selective are momhiko adopt these policies, since all of these
interventions would require significant personnad inancial resources. For instance, teachers
need to be paid extra to ensure that they comaglwacations or are willing to teach remedial
classes. Selective schools are less likely totuistiSLC exam coaching for weaker students. The
fact that schools that are selective do not haeeiapSLC coaching for weaker students may
simply suggest that they provide adequate attemmiechooling and do not need to implement
special measures during examinations.

Public schools that believed that they were comgagtrimarily with public schools, and
not with private schools, were twice as likely tovh SLC coaching classes for weaker students

and to have longer school days. These findingsesigbat these public schools believe that
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adding instructional time and coaching classesjaadity improvements and not exclusively
private school strategies. Not surprisingly, pubtitiool principals who stressed a lack of
resources were less likely to have instituted theenexpensive strategies of adding coaching
classes for weaker students or keeping schoolabpeal during vacations. Schools that
believed that private schools are better are nike#ylto stay open during vacations, suggesting
that added instructional time is a way to compatk private schools.

Quasi-private non-instructional strategie®s shown in Table 6.9, the strategies that
may suggest selective admission practices, suehtesnce examinations or parent interviews,
are not more prevalent in high competition regidrigs finding may imply that certain public
schools adopt selection policies after they haveatestrated quality and gained a favorable
reputation, irrespective of whether they are lodabdow or high competition areas. There are
also no significant differences between public stho low, medium or high competition
regions in the adoption of school advertising, dgwag promotional materials or in going door
to door to recruit students.

Public schools that have principals who perceiveape schools as competition are not
more likely to require parent interviews or entraexaminations, again suggesting that selection
processes are a product of improved quality rétieem a strategy to enhance quality in public
schools. On the other hand, the public schools e/posicipals perceive private schools as
competition are almost twice as likely to advertaisel go door to door to recruit students,
suggesting that principals who recognize privat®ets as competition also realize the
importance of visibility and interactions with parg

Kathmandu public schools were over 5 times asylil@kequire entrance examinations
compared to Chitwan schools. As a district with enang-term private school exposure, it
seems that it is acceptable for some public scthioaso try and maintain a school quality

premium using entrance examinations in Kathmandwévyer, Kathmandu schools were far
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less likely to require parent interviews during agiions, advertise on TV or newspapers, and go
door to door during recruiting season. The adopbioiiese promotional policies again suggests
that public schools in the smaller, less urbaniZbdwan district are more likely to try and reach
the community and have more regular interactionh tihie parents.

Schools that are more selective do not seem ta@glvéstatistically significant at 5%
level) or go door to door to recruit students (sighificant at the 10% level), which is not
surprising since it implies that selective scha@s more than adequate student enrollment
requests. Schools with principals who agreed they were primarily competing with public
schools were more likely to advertise, but lessljiko have developed other promotional
materials. This finding suggests that some pulelmsls also view advertising as a necessity
rather than a private school strategy.

Discussion

Public schools in developing countries have long ktiee dubious reputation of being
inflexible, inefficient, corrupt institutions. Thése of a low-fee private sector that caters to the
poor in developing Asian and African countries hastivated some pro-private actors to argue
that low-fee private schools need to be expandezbgirivate schools are besting the
government on both equity and efficiency frontsx@i, 2012). On the other hand, pro-public
advocates continue to argue for governance imprem&srand added resources to public
schools, and are concerned that full-fledged pastibn will exacerbate rather than ameliorate
inequalities (UNESCO, 2008). In the Nepal contéxt, dominant narrative has been that public
school system has steadily lost ground to priveleals over the past two decades. In contrast to
the pessimistic global and national discourse dsipschool sluggishness, my analysis in the
Nepal context suggests that there has been a magyd of policy adoptions in Nepalese public

secondary schools as they attempt to compete hetprivate sector.

149



Public secondary schools in the study districteelaagun to adopt “private-mirroring”
strategies that traditionally differentiated puldied private schools, and have taken measures to
increase school visibility. The most striking fingdiis that within a span of five years (between
2005-06 to 2011-12), the majority of public secagdechools have begun the transition from
Nepali to English medium of instruction. Englishdnem teaching and computer education
courses are in their infancy in both districts, anel likely to be more comprehensively instituted
throughout the schooling cycle in the next few gedhere also appears to be a growing
recognition of the need for school visibility ammhemunication, and public schools have started
advertising, developing promotional materials, gaohg door-to-door to recruit students in the
past decade. Interestingly, a majority of schoalsehadmission requirements for schooling
entry, which may potentially be used for screeripghe best public schools. The growth in
these policy adoptions are likely to have beenedriby a combination of intensified private
school growth, parental demand for private-likesadimg, and the institutionalization of an
enrollment-linked financing system.

Despite the adoption of these recently institutelicp changes, public schools appear to
lag behind private schools when it comes to insibnal practices that may be instrumentally
related to learning outcomes. For instance, whildip schools have focused on high-stakes
examination tutoring lessons, less than a thindutiflic schools have instituted remedial classes,
or established policies that focus on reducinghteaabsenteeism by involving parents in the
process or by taking disciplinary action againatheers for absenteeism. Notably, only 24% of
public schools, but almost all private schools,ehastituted a homework diary system which
requires the coordinated efforts of students, teactand parents. These trends suggest that
public schools are wary of policies that requirenthto increase parent-teacher coordination or
more closely monitor teacher performance, despéaddct that such efforts are critical for higher
quality learning.
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Furthermore, while the growth in policy adoptiors ien impressive, it is unclear if
these policies will be able to improve the desiigbof these public schools since school choice
is inextricably based on both quality and sortifgr instance, by the time these school policies
are adopted by lower performing public schoolsséhgolicies may have lost their novelty and
there may be no real “catching up” to the privatieo®ls or the better public schools. For
example, when everyone starts teaching in Englistimm, parents will differentiate schools by
quality of English teaching which will presumabigvantage schools with a longer history of
English teaching. Since many of the policies likegksh medium and computer education are
clearly in their infancy of adoption in Nepaleséfitischools, further research will be required
to assess if there has been a substantial improwemeutcomes and desirability as a result of
these policy changes.

The distinctions between Kathmandu and Chitwarmidistreveal interesting variations
in policies that may be adopted by schools thatrahggh privatization versus medium
privatization contexts. For instance, the publieagds in Kathmandu are able to adopt sorting
behavior (take an entrance examination, requipeeaial admission fee) in an environment of
lax monitoring and high population densities. Kasimaiu public schools clearly have a longer
history and familiarity with the more visible prigamirroring strategies such as English
medium, computer education, adding ties and beltsiforms. In contrast, nearly all of the
policies that were adopted in higher frequency itan district (homework diary, interviewing
parents, extra classes for weaker students, gaiagtd door to recruit students) signal regular
interactions with community members and a focugwproving learning quality internally.
Furthermore, the major private mirroring strategieadding ties and belts, English medium,
computer education have been very recently andlsaadopted in the Chitwan district. On the

whole, the efforts made by schools in Chitwan @isappear to hold more promise for future
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competitiveness as they are introducing both “permirroring” strategies and instructional
improvements.

From a policymaking perspective, having data ontwhhools are doing can provide
policymakers with objective criteria to understavitere schools are headed, steer schools in the
right policy directions if needed, and help schqmisductively compete. Policymakers need to
utilize an understanding of the policy adoptionghatschool level to ensure that public schools
can sustain these policies and productively compéteprivate schools. For instance, in the
Nepal context, since public schools are adoptingfigim medium of instruction in such high
frequencies, policy efforts have to focus on assgsshether the schools are adequately
equipped to provide English medium of instructioriarms of the quality of teaching and the
available textbooks. In addition, public schookoaheed to incentivize schools to increase
instructional efforts throughout the schooling &/ahd adopt policies focused on improving
teacher effort, particularly in the more urbanigéstricts that face high privatization.

From a methodological standpoint, | find that tkpexience of competition is best
conceptualized as being based on the extent of etmop (number of private schools) and the
principal’s perception of competition, based orirteabjective experiences. In particular,
measuring the experience of competition based imeipal perceptions of competition appears
to accurately capture the motivation and capaoiiynplement important policies. The schools
with principals who perceived private schools tacbepetition were more likely to have
adopted English medium, added ties and belts tootemiforms, and provide systematic
targeted instruction for weaker students, and didecthe school. In contrast, the public schools
that are surrounded by a large number of privdteds, instead of a medium number or a low
number of schools, appear to be less able to adi@iegies that require more financial and
personnel resources, such as English medium orw@mpducation. The difference between

regions with differing levels of competition in bes of policy adoptions suggests that there may
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be a tipping point in terms of the level of competi beyond which public schools are faced
with loss of support that impedes them from cagyont internal improvements. Future research
efforts could aim to better understand the mecimaiSthe competitive effect, particularly by
evaluating whether or not public schools are irdiyeaffected by competition through the
actions of top performing public schools. This gae would shed further light on the
competitive effects process and their implicatifomsoutcomes.

To conclude, the Nepal case suggests that reseaiinoiiew-income contexts can
understand what public schools are doing in resptmsompetition by developing school policy
databases, understanding public-private differeraas conceptualizing competition as a
subjective experience. Other low-income contexas flave experienced similar gradual private
sector growth may also have public schools thatesponding to competition in a variety of
ways that have gone unnoticed as policymakers esehrchers limit their focus to student
outcomes or overgeneralize public schools as giggstitutions averse to change. To state a
seemingly simple point, understanding what schamdsdoing will allow policymakers and
researchers to develop better solutions to imppoN#ic schools. The following chapter focuses
on illuminating the constraints faced by publicaals when trying to compete with private

schools.
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Chapter 6 Figures and Tables

Kathmandi Chitwar
40 Transitioned to English medium 20 Transitioned to English medium
20 10 III
0 1 T T - r - . 0 T T T T T T —=

1980 1985 1990 1995 2000 200301( 1980 1985 1990 1995 2000 200201

10 Recruit teachers for English medium ¢ Recruit teachers for English medium

L

O O T T T T .I T
1980 1985 1990 1995 2000 200%01( 1980 1985 1990 1995 2000 2003201l
30 Added ties and belts to uniforms 15 Added ties and belts to uniforms
20 10
10 5
0 T T - T - 0 T T T T T T T

1980 1985 1990 1995 2000 200201( 1980 1985 1990 1995 2000 2003201

Computer education as a subject Computer education as a subject

15 6
10 4
o+ mn R o i

1980 1985 1990 1995 2000 200%201( 1980 1985 1990 1995 2000 2003201

Require homework diaries Require homework diaries

10 6
4
2

0 - II_I,JIIJI . 0 - II II III

1980 1985 1990 1995 2000 200%201( 1980 1985 1990 1995 2000 2003201
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the school started adopting the policy)

Source: Principal Survey.
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policy. These charts plot the historical trendsebasn the year of policy adoption recall question.
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Table 6.1 2011-2012 School response variable means
(By district and type of school)

All Kathmandt
schools Chitwan schools schools
private public private public private public
Sample 62¢ 21z 87 67 53¢ 14~
1. Private-Mirroring (visible) strategies
Adopt English medium of instruction 1.00 0.73 0.97 0.73 1.00 0.73
Recruit teachers for English medium 0.91 0.32 0.53 0.30 0.97 0.33
Computer education as a subject 0.97 0.46 1.00 0.28 0.98 0.54
Students keep homework diary 0.99 0.24 0.84 0.34 0.92 0.19

Require ties and belts in school uniforms  0.97 0.67 1.00 0.42 0.96 0.79
2. Quasi-private instructional strategies
Control over teacher performance

Provide monetary incentives to teachers  0.68 0.48 0.68 0.55 0.68 0.44
Take disciplinary action for teach

absenteeism 0.48 0.21 0.54 0.24 0.47 0.19
Parents given report or monitor teache
absenteeism 0.20 0.22 0.25 0.36 0.19 0.16

Tutoring for high-stakes examination
Coaching classes for SLC examinations 0.97 0.96 0.91 1.00 0.99 0.94

Coaching classes for weaker students 0.68 0.45 0.57 0.49 0.70 0.43
Additional instructional tim

Add school time missed during stril 0.7t 0.37 0.6t 0.3C 0.7¢ 0.4C
School partly operational during vacations 0.60 0.50 0.64 0.52 0.59 0.49
Longer school da 0.7C 0.5: 0.5t 0.52 0.7: 0.5:
Extra classes for weaker students 0.79 0.35 0.83 0.40 0.78 0.33

3. Quasi-private non-instructional strategies
Admission requirements (potentially for screening)

Require parent intervie 0.5C 0.41 0.2¢ 0.61 0.5¢ 0.31
Require entrance exam 0.98 0.67 0.95 0.46 0.98 0.76
Require a special admission fee 0.86 0.40 0.97 0.25 0.84 0.46

Require parent's profession's information  0.97 0.81 0.97 0.78 0.97 0.82
Promotional efforts

Advertise in TV or newspapers 0.29 0.22 0.83 0.42 0.20 0.13
Develop banners or pamphlets 0.54 0.58 0.45 0.52 0.55 0.61
Go door-to-door to recruit during admissic  0.13 0.71 0.0 0.92 0.15 0.61

Source: Authors’ calculations based on Principal/&yu

Notes: The public school sample is a census optitdic secondary schools that participated in thosl-
leaving examinations of 2008-09. The private sclsaphple was a random sample, stratified on school
size in Kathmandu and Chitwan, and additionallyeoanomic classification in the more diversified
Kathmandu. The sampling frame for private schaottuded 538 private schools in Kathmandu and 87
public schools in Chitwan out of which 58 Kathmanulivate schools and 23 Chitwan private schools
were sampled.
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Table 6.2 Descriptive statistics on the competitimeasures

Chitwan Kathmandu

Number of schools 67 145

Measure 1: Private schools in geographic proxifnayge in each category)

Question: List the number of private secondary sththat are within
one kilometer walk of the school

low competition (cthirds1) 0 0-2
medium competition (cthirds2) 1-2 3-5
high competition (cthirds3) 3-9 6- 25

Measure 2: Subjective competition (percent)
Question: List up to thre schools that you are i
competition with(csubj)

No private competition 61.2 37.9
At least one private school in set of three conmgesichools 38.8 62.1

Sources: Author’s calculations based on Principav&y and Flash dataset.
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Table 6.3 Public school principal perceptions
(By academic quartile)

Q1 Q2 Q3 Q4 Total

Sample 54 55 51 52 212
Principal opinions on why private schools are mateactive to

parents

(% that agree)

* English medium 94.£ 92.7 98.C 90.2 93.€
»  Computer skills 63.C 58.2 62.7 50.C 58.t
» Extracurricular programs 50.C 45t 47.1 38f 45:
* Better SLC results 88.¢ 89.1 84.: 71z 83E
* Teachers are more responsible 74.1 69.1 72t 63.f 69.¢
* Longer school days 74.1 70.¢ 80.2 61t 71.i
*  Trustin school safety 53.7 58.z 70.€ 48.1 57k

Principal opinion:

(% that agree)

e Private schools have better SLC results than public ~ 77.¢ 89.1 84.: 80.t 83.
schools

* Private schools are also better on other indicaibrs 31.5 40.C 41z 30.& 35.¢
quality

e Quality problems are systemic and cannot be fixed b 90.7 89.1 82«4 78.t 85.
school-level efforts alone

Decision-making Roles
(% that report that they have significant influenpce
* Role of principal in appointing teachers 50.C 60.C 60.& 63.& 58k

* Role of principal in evaluating teachers 88.¢ 87.2 86.2 96.z 89.€

Source: Authors’ calculations based on Principal/&y

Notes: All public schools in the sample were diddeto academic quartiles. The academic quality
definition that was used was the percentage oksiisdvho passed the school-leaving examinations in
20010-11. The sample was separated into quartjesrately for the two districts and then combimgd i
one measure, since there may be district-speditisyncrasies in terms of the school-level results.

The perception questions were asked on a 4-pokatrt scale. The table represents the results after
collapsing the Likert-scale data into binary vakesb
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Table 6.4 Descriptive statistics on other explaryaaémd control variables for regression analysis

variable description, year Mean S.D. Median
Number of public schools [N = 212]
Community characteristics
» District dummy (percentage Kathmandu) 68.4
* Urban dummy (percentage urban) 42.9
Sorting characteristics
* Percentage of schools that required an entranceieaton for grade 6

admission, 2011-12 49.1
» Percentage dalit (disadvantaged population) inlieneat, 2010-11 111 7.8 9.7
Principal perceptions (percentage of schools thegeaor strongly agree to
the following statements)
* There is no need to compete with private schoalsesour competition

is really with other public schools 17.0
*  Our school lacks physical or financial resourcesiédke improvements

to compete with private schools 38.2
» Private schools are better than public schoolv@nall quality 35.8
Control variables
Communit
» Female literacy rate, six years and older, 2001 60.9 11.7 60.8
» Population growth (decadal), 2001 to 2011 49.3 53.3 452
School-level
* Total fees, grade 9, 2010-11 (in U.S. dollars) 189 19.3 15.0
* Total grade 1 to 10 enrollment, 2011-12 5445 314.0 456
» Percentage female in grade 1 to 10 enrollment,-2@11 53.1 8.6 53.2
» Percentage of teachers with permanent contract-20 51.3 25.6 53.2
* School age in years, 2011-12 49.1 15.0 49
» Percentage of schools that hired private schoasada lack of

teachers, 2011-12 79.2
» Percentage that had inadequate desks, 2009-10 24.9
» Class size in 6th grade, 2011-12 4.7 17.1 445
» Percentage that had a computer room, 2011-12 41.0

Sources: Author’s calculations based on Principay&y, Flash dataset, and Census dataset.

Note: The U.S. dollar to Nepali Rupee exchangeuassl was: 1 US $ = 80.0 N.Rs.
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Table 6.5 Instructional and language policies ip&g2004

Public schools Private schools
N mean N mean
Medium of instruction
School teaches at least some grades in
English medium 308 1.9 134 75.4
Coaching for the high-stakes examination
School has coaching classes 307 58.6 134 76.9
School takes fees for coaching classes 305 46.9 133 47.4
Coaching classes for Nepali subject 308 11.0 134 17.2
Coaching classes for English subject 308 56.8 134 30.6
Coaching classes for Mathemat
subject 308 57.5 134 71.6
Coaching classes for Science subject 308 52.6 134 66.4
Other instructional policies
Teachers assign homework 304 53.3 131 79.4
School has some form of remec
teaching 302 23.8 131 80.2

Sources: Authors’ calculationsased o the SLC Study 200 a nationally representative stratifi
sample of 308 public schools and 134 private schivom 2004 data.
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Table 6.6 2011-2012 School response variable means
(By competition measures)

All ) Subjective measure  Objective measure
public No
Compn Compn low med high
Sample 212 96 116 76 83 53
1. Private-Mirroring (visible) strategies
English medium
*  Adopted English medium of instruction 0.73 0.66 0.79 0.74 0.73 0.72
Teach in English medium, at least three grade: 0.30 0.23 0.36 0.37 029 0.23
¢ Recruited teachers for English medium 0.32 0.28 0.35 0.29 031 0.38
Computer education
¢ Provided computer education as a subject 0.46 0.42 0.50 0.43 043 0.55
Teach computer classes for at least three grad  0.28 0.28 0.28 0.25 0.27 0.34
Students keep homework diary 0.24 0.22 0.25 0.21 0.20 0.32
Require ties and belts in school uniforms 0.67 0.57 0.76 0.68 0.71 0.60
2. Quasi-private instructional strategies
Control over teacher performance
¢ Provide monetary incentives to teachers 0.48 0.51 0.45 0.47 043 0.55
*  Take disciplinary action for teacher absenteeis 0.21 0.17 0.24 0.13 0.30 0.17
e Parents given report / monitor teacher
absenteeism 0.22 0.17 0.27 0.17 0.30 0.17
SLC coaching classes for weaker students 0.45 0.50 0.41 045 0.37 0.57
Instructional time
e Add school time missed during strikes 0.37 0.40 0.34 0.34 0.34 0.45
Add school time during strikes, three grades 0.23 0.27 0.20 0.18 0.23 0.30
e School partly operational during vacations 0.50 0.47 0.53 0.50 0.48 0.53
Add school time during vacations, three grade: 0.19 0.22 0.17 0.20 0.20 0.17
e Longer school days 0.53 0.50 0.55 041 053 0.70
Longer school daythree grade: 0.27 0.28 0.27 0.16 0.35 0.32
«  Extra classes for weaker students 0.35 0.32 0.38 0.36 0.35 0.36
Extra classes for weaker students, three grade 0.14 0.10 0.16 0.12 0.18 0.09
3. Quasi-private non-instructional strategies
Admission selectivi
*  Take entrance examinations 0.67 0.61 0.71 061 0.61 0.83
¢ Require parent interview 0.41 0.44 0.38 0.38 0.46 0.36
* Require a special admission fee 0.40 0.40 0.40 0.36 041 0.43
Promotional effort
e Advertisements on TV and in newspapers 0.22 0.20 0.24 0.18 0.27 0.21
¢ Developing banners or pamphlets 0.58 0.57 0.55 0.55 0.57 0.66
¢ Go door-to-door to recruit 0.71 0.69 0.72 0.78 0.77 0.51

Sources: Authors’ calculations based on Principavéy.

Notes: Subjective measure is defined as equalihth& public school principal mentions at leaseon
private school when asked to list three competaigals. The objective measure is a categoricatatdr
based on the number of private secondary schogleagraphic proximity to the public schools.
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Table 6.7 Logistic regression models of “privateroring” policies adopted by public schools, 20121-1
(Estimated odds ratios)

Recruit Teach Require  Require
teachers computer studentsto ties and

Adopt for education  keep a belts in

English  English asa homework  school
Binary Dependent Variables medium medium  subject diary uniforms

Subjective Competition
» Principal lists at least one private
school when asked to list three
competing schools 2.25** 1.61 1.06 1.94 1.95**

Objective Competition
*  Medium number of private seconda

schools nearby 0.57 .346** 0.87 0.71 1.43
» High number of private secondary

schools nearby A46%  109*+* 1.15 1.31 0.76
Community level characteristics
+ District dummy (1 = Kathmandu) .366*  6.75%*  4.83*** 21%* 5.14%**
e Urban dummy (1= urban) 0.43 0.83 0.70 3.32%** 1.27

Sorting characteristics
*  Whether the school requires an
entrance examination for grade six

* admission, 2011-12 2.53** 1.84* .525* 1.10 1.22
» Percentage dalit (disadvantaged
population) in enrollment, 2010-11 0.98 1.02 1.03 1.05* 1.03

Principal perceptions (1 = agree or strongly agodbe following statements)
» There is no need to compete with
private schools since the competitio

is really with other public schools 0.40 2FEE 1.9* 0.90 0.75
* The school is unable to make chang

because of a lack of resources 1.87 0.92 426+ 0.94 0.98
» Private schools are better than publ

schools in overall quality .542* .316** 1.48 0.79 0.86
N 212 212 212 212 212
R-squared 0.15 0.30 0.13 0.12 0.17

Source: Authors’ estimations based on Combined @ative Dataset (Principal Survey, Flash dataset,
SLC dataset, Census dataset).

Notes:*, **, and *** indicate significance at 10%, 5% arid% level respectively.

Low number of schools within one kilometer of thebjic school is the omitted category for objective
competition.

Other control variables used in the analysis wesemunity characteristics (female literacy rates,
population growth) and school characteristidsgeade school fees, school enroliment, percenemale
in enrollment, percentage of teachers with permaoamracts, the school’'s age, whether the schadl h
hired private schools due to a lack of teachdtgréide class size, whether the school reportedbavi
inadequate desks, and whether the school had a@bas).
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Table 6.8 Logistic regression models of quasi-pevastructional policies adopted by public schools
(Estimated odds ratios)

SLC Parents School Extra
coaching Teachers involved in partly classes
for fined for monitoring  operationa Longer for
weaker being teacher | during school weaker
Binary Dependent Variables students absent absenteeism vacations days students

Subjective Competition
¢ Principal lists at least one
private school when asked t
list three competing schools  .602* 1.22 2.95%* 1.39 1.18 1.59*

Objective Competition
¢ Medium number of private

secondary schools nearby 0.87 1.43 2.42* 0.82 2.17*% 0.83
¢ High number of private

secondary schools nearby 1.15 0.76 1.00 0.88 4.38*** 0.76
Community level characteristics
¢ District (1 = Kathmandu) 4.83*** 5.14%** 1715 241 0.84 312
e Urban dummy (1 = urban) 0.70 1.27 1.30 1.09 2.13 0.89

Sorting characteristics
¢ Whether the school requires

an entrance examination for

grade 6 admission, 2011-12 .525* 1.22 1.48 3.96%** 1.86 2.79%*
¢ Percentage dalit

(disadvantaged population) ir

enrollment, 2010-11 1.03 1.03 0.98 0.98 1.03 0.99

Principal perceptions (1 = agree or strongly agogde following statements)
e There is no need to compete

with private schools since the

competition is really with

other public schools 1.9* 0.75 0.81 0.59 2.06** 1.19
e The school is unable to make

changes because of a lack of

resources A26%** 0.98 1.64 .529** 0.77 0.54
*  Private schools are better tha

public schools in overall

quality 1.48 0.86 0.65 1.77* 0.79 0.60
N 212 212 212 212 212 212
R-squared 0.13 0.17 0.15 0.14 0.15 0.13

Source: Authors’ estimations based on Combined t@ative Dataset.

Notes:*, **, and *** indicate significance at 10%, 5% arid% level respectively.

Low number of schools within one kilometer of thédfic school as omitted category for objective cetiton.

Other control variables used in the analysis wemenmunity characteristics (female literacy ratepyation growth)
and school characteristics'{§rade school fees, school enroliment, percentmele in enroliment, percentage of
teachers with permanent contracts, the school’swalgether the school had hired private schoolstdaelack of
teachers, B grade class size, whether the school reportechhanadequate desks, and whether the school had a
classroom).

164



Table 6.9 Logistic regression models of quasi-peveon-instructional policies adopted by publiceuh
(Estimated odds ratios)

Develop  Go door
Advertise banners or to door
Require Take on TVor pamphlets during
parent entrance in news for recruiting
Binary Dependent Variables interview  exams papers promotions season

Subjective Competition

» Principal lists at least one private
school when asked to list three
competing schools 1.06 1.06 1.98** 1.17 1.87*

Objective Competition
e Medium number of private

secondary schools nearby 1.49 0.65 1.63 1.01 1.40
» High number of private secondary

schools nearby 0.79 1.34 1.25 1.06 0.88
Community level characteristics
+ District dummy (1 = Kathmandu) 26%** 5.65*** 126 1.24 254 xx*
e Urban dummy (1 = urban) 1.74 0.67 1.22 3.82%** 0.90

Sorting characteristics
*  Whether the school requires an
entrance exam for grade six

admission, 2011-12 A448** 0.94 0.59
» Percentage dalit (disadvantaged
population) in enrollment, 2010-11 1.00 0.98 0.98 1.04* 1.09%**

Principal perceptions (1 = agree or strongly agodée following statements)
* There is no need to compete with
private schools since the competition

really with other public schools 1.33 0.90 3.02** .538* 0.71
* The school is unable to make change

because of a lack of resources 1.61 0.75 1.05 0.80 0.74
» Private schools are better than public

schools in overall quality 1.08 1.45 1.51 0.79 0.86
N 212 212 212 212 212
R-squared 0.12 0.21 0.20 0.09 0.37

Source: Authors’ estimations based on Combined @iative Dataset.

Notes:*, **, and *** indicate significance at 10%, 5% arid% level respectively.

Low number of schools within one kilometer of thebjic school as omitted category for objective
competition.

Other control variables used in the analysis wesemunity characteristics (female literacy rates,

population growth) and school characteristiésgeade school fees, school enroliment, percenemale
in enrollment, percentage of teachers with permaoamracts, the school’'s age, whether the schadl h
hired private schools due to a lack of teachdtgréide class size, whether the school reportedbavi
inadequate desks, and whether the school had a@bas).
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CHAPTER 7

THE FACTORS THAT MEDIATE HOW

PUBLIC SCHOOLS RESPOND TO PRIVATE COMPETITION

Abstract

This chapter analyzes the factors that mediateipabhools’ ability to productively
respond to competition from private schools. Anensthnding of impediments can help
policymakers better target their attention to teg kottlenecks and the most disadvantaged
populations. | conduct a two-step mixed methoddyarsa | first conduct qualitative analysis of
interview data and descriptive statistics of ppatiperceptions to describe the barriers to reform
that generally affect public schools more frequetitan private schools. Then, | analyze
whether the barriers (and supports) to reform @saystematically linked to the extent of
privatization by conducting logistic regressiongdlu# perception indicators of barriers and
supports to reform on competition measures, sciuodlcommunity covariates. | find that the
obstacles to improvements include not only wellskndactors such as bureaucratic rigidities
and financial constraints, but also lesser-recaghimpediments such as direct political
interference in the education sector and stigmitizaf public schooling. Over time, a growing
lack of trust has led to middle class flight fromfic schools, leaving public schools with a
concentration of students from disadvantaged backgts. The regression analyses indicate that
the barriers to reform are especially heightengalinlic schools that face higher levels of
private competition. These findings are consistétit the notion that the combination of a lack
of community involvement and political interfereringoublic education may have significantly

reduced the school personnel’s motivation to reform
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Introduction

This chapter was motivated by the question, catigpabhools in developing countries
respond effectively to increased competition frdwa private sector? An understanding of
impediments and supports to public school reforforef is critical for the long-term survival of
public schools since private schools are growingdpularity in emerging Asia and Africa
(Thapa, 2011; Tooley and Dixon, 2005; World Barkl.2). Specifics on the key constraints and
challenges to reforms can improve policy targetinghe key bottlenecks and disadvantaged
populations. Moreover, the strand of choice redetirat investigates public school constraints in
responding to competition is absent in the develpgiountry literature. Specifically, | analyze
the factors that facilitate or constrain public @ahofficials’ attempts to productively respond to
competition from private schools. | show that paisichools face intense political interference, a
lack of parental engagement and community suppod ,a lack of well-defined accountability
incentives that impede their ability to effectivelympete with private schools. In addition, |
highlight the substantial variations within the palsector in their experience of these
constraints, as some schools have been able te tthespite difficult bureaucratic and political
conditions. Furthermore, | find that principalspafblic schools that face more competition are
more likely to highlight poor government monitoriagd the lack of parental educational
awareness than principals of public schools theg fass competition.

Conceptual Framework and Research Questions

As discussed in the literature review, previougaesh into the processes of school
choice has suggested that a competitive respomiatdsmined by an evolving set of mediating
factors, such as resource constraints and persarialation and expectations (Hess, Maranto
and Milliman, 2001; Mohrman and Lawler, 1996; Zigfaynard, Bradley, Keefe, and Kralik,
2005). In fact, it is the complexity of the compigg process that has led to the rise of explicit

accountability pressures to incentivize producfivélic school behavior in many developed
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countries (Rouse et al., 2007). In Chapter 5,dudised some key accountability pressures that
may have begun to motivate public schools to cangdivate schools as competition. Once they
have decided to respond to private competition withcy actions, which are described in
Chapter 6, public schools’ success in institutimgse policies are dependent on adequate
supportive conditions from the bureaucracy, commyaind policy environment. It is likely that
these conditions vary significantly between theljgudnd private sectors, and also within the
public sector.
In the chapter, | address the research questiolt Ak the factors that mediate how

public schools respond to competition? SpecificdlBpsk:

(1) What are the barriers and supports faced by psbhools in instituting reforms and

responding to competition?
(2) Do principal perceptions on the key barriers amupsuts to reform differ by the
extent of private competition faced by the school?
Data and Methods
Data sources
Qualitative data
The qualitative data includes over 80 interviewat fhconducted with public and private

school principals, education officials, and a seradlample of teachers and school management
committee members. The education officials | inamed included resource persons and school
supervisors (responsible for local level schoolesuigion), district education officers and
section officers (responsible for the entire di$tsi supervision), and deputy directors at the
Department of Education, Ministry of Education, ilaal Planning Commission and National
Curriculum Development (responsible for nationakleplanning and implementation). The
stakeholders provided their perspectives on thfathat constrain public school reform

efforts. | compiled these varied perspectives ghlght the variations in constraints that were
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stressed by stakeholders in different districts ardifferent levels of the education bureaucracy.
National level policymakers provided perspectivegtee national state of affairs, a discussion of
the efficacy of current and past policy trends, tral assessments of why public schools are
not able to compete with private schools. Distiegel officials’ opinions provided their
understanding of the variations in school qualigttexist within the district, and of the impact

of the rise of privatization for their district. tal level officials provided clarity on the
heterogeneity in public school quality in smallecdl education markets. Finally, public and
private school principals provided a sense of threstraints and supports that public schools
faced as they attempted to compete with privateash

Quantitative data

| utilized primary and secondary data sources ctadpnto a “Combined Quantitative
Dataset” to analyze the relationship between ppadgderceptions on the barriers and supports to
reform, competition measures, and school and commuariable§5.

Principal perceptionsPrincipals were asked questions pertaining to xiene of
decision-making control of different stakeholdehg stigmatization of public schooling, school
climate and political interference, public-privali&erences, and the expectations and
motivations to compete. School principals were dskese questions on a 4-point ordered scale.
By responding to these questions, the school pateirevealed their opinions on the factors that
constrain or support their ability to reform orpead to competition. The majority of the
statements were phrased in a manner that if theaeddo the statement then that would imply
that the public school faced barriers to reformedcally, if public schools agree that they face
more political interference or more disadvantagedent backgrounds than private schools, then

it would be a significant barrier for the publidsol as they attempt to implement any kind of

“5 The data sources are mapped in Figure 4.1, andeaczibed in more detail in Chapter 4 on Data and
Methods. The competition measures are discussedia detail in Chapter 5’s data section.
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systemic reform. In terms of decision-making, & firincipals perceive that the district
education officers have a large role in schoolteelalecisions or that the principals themselves
have limited influence, then it would suggest fmacipals have less flexibility to suggest
reforms. If the principals agree that their schdofspublic schools in general) lack the
motivation to compete because of a lack of govemmmenitoring, financial resources, teacher
quality, or greater political interference, themihy suggest that the school officials have been
frustrated by having to deal with these specifiriees to reform. In contrast, some of the
statements were phrased in a manner that if theaeddo the statement then that would imply
that the public schools had supportive conditidits. instance, if the principals agreed that the
parents were actively involved in the school ot tha teachers were of high quality, then that
would suggest that the school has important supploat would facilitate their quality
improvement efforts.
Empirical Strategy

| conducted a two-step mixed methods analysisst éinalyzed the qualitative
interviews and the descriptive data on the bart@reform. Then, | conducted logistic
regression analysis on the perception indicatortherkey barriers to reform. To address
Research Question 1, the identification of the émystraints faced by public schools, | coded all
interviews for stakeholder’s views on motivatiomsl@xpectations, and the main supports and
constraints available to function effectively, @ceuntered while responding to competition. |
highlighted the key supports and constraints, dswl dscuss how perspectives on these key
factors vary by district, urbanicity, and by type#stakeholders. To complement the qualitative
analysis, | descriptively analyzed the differeniseveen public and private school principals’
perceptions on the political, social and policyismvment barriers to reform. In the analysis, |

transformed the Likert 4-scale perception questtorisnary data.
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To address Research Question 2, whether perceptaopdy the extent of competition,
| quantitatively analyzed some key principal petmsys on barriers to reform. | only analyzed
the perceptions on the barriers to reform thatdmbtantial variation (that is, where public
schools did not universally agree or disagree éqoerception statements). | ran the logistic
regressions of perception questions on competitieasures, community and school-level
variables. | argue that constraints faced by pudaitols will be heightened in high privatization
(primarily urban) regions as they may experienagae intense lack of community support and
political pressure. Therefore, | test the hypothésat principals of public schools in high
competition regions are more likely to perceiveesevconstraints and limitations than public
schools in low competition regions.

Limitations.All public schools require supportive conditiongbi able to function well
and to be able to respond to competition. A linotabf the study is that when officials and
parents talk about school responses, they areagnesferring to school functioning overall and
not exclusively about their ability to respond torpetition. However, the conditions that aid or
impede their ability to function are also linkedthose that aid/impede their ability to respond to
competition. There are some instances when theysisspecific changes they made in a desire
to compete, for instance, by transitioning to Estginedium of instruction. While these
comments were limited they were useful to paintcéupe of how schools view their challenges
as they make improvements. | additionally try tdrads this limitation with the quantitative
analysis to provide a sense of the associationdstveompetition and principal perceptions.
Model

The cross-sectional model for the logistic regassinalysis is of the following forfh

“% | also ran the following models of the objectivelasubjective measures separately.

P=a +ﬂlcsubj + yP +0Z +¢ (Model 1a)
Pi= a + foCniras2 + faCinirgsat yP +0Z + ¢ (Model 1b)
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Pi=a + p1Csupj + f2C thiras2 + f3C thirasa+ PP +0Z + & (Model 1)

Where Ris the perception of a public school principapefception question i,
discussed in Research QuestioiCl;qs,andCinirgssrepresent categorical indicators of
competitiod’ - the medium and high number of private secondanpols in geographic
proximity (the omitted category is low competitior. low number of private secondary schools
in geographic proximity), an@s.sjrepresents the subjective competition measure hehéte
school had mentioned at least one private schoalcasnpeting school; and Z includes
explanatory and control variables. The key pararaaikinterest arg; f, andfs which measure
the effect of competition on the principal perceps on key constraints. The variable definitions
and descriptive statistics on the explanatory amdrol variables are listed in Table 7.1.

Results

What are the Key Barriers and Supports Faced by Pulic Schools in Instituting Reforms
and Responding to Competition?
Political interference

All of the stakeholders at the national, distriotal and school levels unanimously
agreed that the politicization of education waescentral problem hindering public school
improvements, and consequently, their ability tmpete with private schools. They argue that
political interference pervades every aspect oiespcand consequently, the school system

functioning in Nepal. In fact, politics is so pesige that one school principal even closed down

Re-estimating the model with the subjective an@abje measures separately did not change the
estimation results for the key covariates in arysgantial manner. Hence, these results are notibedc
in the text.

*" The continuous variable that measured the geoigrapbximity measure of competition was converted
to a categorical variable that took three values(medium and high competition for the analydis).
decided to use a categorical transformation ingh hnedium and low competition because | felt that
would be better for interpretation, because cortipatimay not have a linear relationship with théqyo
response. On the other hand, I felt that a birrarysformation (1 = at least one private school)ld/owt
capture the variations in the competitive environtne
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their budding alumni association because theseralstarted “playing politics” and fighting for
their party’s rights. To quote a Department of Etian Deputy Director:

“The political situation and thinking is what haanfipered the determination and ability

of the team to work hard. Politically, all the tears are divided. And so are the school

management committees (management boards). Ardssmiety. When you talk about
children, they ask “whose child” they are and “wharty” they belong to.” (personal

communication, July 28 2010)

While the Nepal education system consists of eelargzate sector in urban markets,
officials argue that the private system is reldyivesulated from ongoing political interference,
despite being used as political targets by leftgnpnliticians. As shown in Table 7.2, there is
near universal agreement among public and privdted principals that public schools
experience more political pressures than privateais.

The omnipresence of political influence has intdwdid manifestations for decision-
making and policy implementation at different levef the education system. Firstly, the lack of
political stability and almost annual changes irggament over Nepal's two decade-long
democratic rule has implied that there are sigaifiacchallenges in planning for education. Public
school officials and national officials acknowledyat there is a dearth of people who are
actually interested in developing an educatiorsibvi as everyone is focused on preserving their
jobs. For instance, most planners are risk avénse gobs are linked to people rather than
institutions, and each transitional governmentdeada change in positions in important
institutions like the National Planning Commissamd the Ministry of Education. To quote a
ministry official:

“The national plans are made by the National Plagn@ommission. The problem there

is that people are changed frequently due to palithange...Everybody gets their

share in leadership... in Nepal, we only design tha pf the one who becomes the
minister. Then, when the next minister comes, Hesay that the previous plan was the

worst, and he will design another one. So thatesdilemma in Nepal.” (personal
communication, June 7 2011)
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National policymakers also pointed out the diffigutaused because of incomplete
cycles of reforms in the country, stressing howoantry like Nepal differs from developed
countries in how they implemented and evaluatettigsl To quote a national expert who has
been active in education planning for the past tirgades:

“They (the U.S.) are doing reforms with a rationaléheir mind, and do an evaluation

to verify the output at the end. They do cyclesebbrm over there, but they complete

the cycle. | think that changes happen becauselbiage in political leadership. But the
problem over here is that at times we won't everelgtarted the cycle or may have just
started the cycle and then we have to stop it. é¥emcomplete it. Even if we complete
it, it is not evaluated at all and then changedhauit any evaluation.” (personal

communication, July 5 2010)

Within the education system, a hallmark of the Nepasystem is the excessive political
influence which has led to a situation where teexhee more focused on political interests than
on professional development. There are as manjpéeamions as political associations, which
are divided on ideological lines and support leiitgpand right-wing policies. Due to the
multitude of teacher unions jostling for politiggdwer, they are unlikely to make unified
decisions and thus hamper school functioning ewghédr. Leftist ideology based politics
pervades various aspects of schooling and haue lexjular protests or strikes on politicized
issues as varied as banning private schoolinginigteachers to teach their children in public
schools, and ensuring that public schools takeseo iees.

Interestingly, the policy planners and implemenstressed how these differences in
ideology were superficial at best, particularlythe current private schooling landscape. Many
principals, district and national officials talkadout the hypocritical system where national
political leaders who supported or initiated thélpucampaign of banning private education
were actually owners of private schools. As expaahioly a Department of Education Deputy
Director:

“Of the 4000 private schools, over 1200 are owngethle Maoist leaders! Never mind

them sending their children to private schoolseytare in charge of 25% of the sector!
And the party policy is to “take out all of youriktren from private schools and send
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them to public schools”. So they have to say oimgthn their agenda and do something

else while in power. They can't close all privatbaols either... But they still have to

say that we have to shut down the schools. Thepatrm a position to be able to say we
will allow them to exist because it seems like phigate schools are necessary.”

(personal communication, June 29 2011)

National policymakers particularly lament the pofwkrole of politically affiliated
teacher unions and claim that they are unabletth& major problems in education, specifically
the need to redistribute teachers between andmdibiricts that have an excess number of
teachers and an inadequate number of teachersiatizzstudent-teacher ratios. A national
expert involved in school policymaking stated thkowing:

“| talked with one undersecretary about the goveminallotted teachers and he replied

in the same way. If there is a high ratio of teasle certain schools they cannot adjust

transfers and they wait for directives from aboeeause even if they try and change it
they will face revolt from the teachers — thislidae to politics.” (personal

communication, July 5 2010)

Nepal has been on a path towards decentralizatiantbority to the district and local
levels for well over three decades. However, thel@mentation of more aggressive national
policies to decentralize authority to the schowélethe Community School Support Project
(CSSP) launched in 2003, seem to have been pariigaiffected by political resistance. The
CSSP project was met with substantial resistandedigher unions, as many teachers were
concerned about the changes implied in their jaoirsty. Teachers and party leaders typically
portrayed the policy as the government trying tioksits responsibility from the education
sector, handing over authority for teacher tramsséed teacher hires to less educated local
community members. Many national, district and stthevel officials pointed out how these
debates continue to rage years after the polices ¥irst adopted.

At the district level, problems with political imference were typically reflections of the
national political climate, barring a few exceptabdistricts. For instance, all district officials

mentioned that they needed to engage with theigailparties’ district level officials to ensure

that they could implement policies. Due to the aé@dized and politicized nature of education,
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district education officials talked about how thagked authority to truly sanction schools or
teachers. At a more extreme level, district off&supposedly face threats from political parties
as politicians tried to intervene in district déaismaking and planning. As recounted by a
teacher:

“There is an association in my district - there @veo teachers in that association. All of

them were political party members. They went todrstrict office and told the district

education officer — “we will kill you right now. Ifou don't do what we tell you to do,
then we will just kill you before you reach the dddrhey were trying to get people
from their association into the district educatommmittee (planning board in the office).

That organization has no teachers, and that isalhmived because of the regulations.

And without the district education committee, wheiti they convene and when will

they recommend that certain schools go throughaicerprocedures?” (personal

communication, July 28 2010)

A local level official gave a specific example atheir efforts to redistribute teachers
in a Kathmandu location were ceased due to pdliéigthority a few years ago.

“We have also tried to do this earlier - about twears ago, we were really dedicated to

complete the teacher equalization process... Ttherprocess was stopped because we

got one phone call from the topmost level of pcditipower. He just said — “don't do

this” and that was that.” (personal communicat®eptember 13 2011)

At the school level, the stakeholders particul&rghlighted the role played by political
pressures in teacher appointments and accounyabilitiget distribution, and school
improvements. Many of the principals suggested phatic school teachers, including teachers
at their school, frequently work as local levelippcl officials for their parties. Allegedly, the
political party affiliation is instrumental in telaer hiring and transferring decisions, and provides
teachers with protection against sanctions. Fdamnt, in a well-functioning public school in
one of the study sites, the English teacher wasrlisr six months, and could not be replaced
with a substitute in time. The irresponsible bebawif the teacher resulted in an unprecedented
high number of failures in the high-stakes exannmast the public school.

Most officials regarded public school teachersighliz qualified and trained

professionals, compared to relatively inexperienueate school teachers. However, there was
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near unanimous agreement that many teachers feltima from accountability, and principals
were typically unable to hold teachers accountéd¢heir schooling performance. As described
by a Department of Education Deputy Director:

“It is not that there is no system for reward andiphment.... For example, the principal

has been given the authority to cut seven daysypfqr the school teacher. But the head

teacher cannot cut the pay. The reason for thisisif they cut the salary for seven days

— then the teacher will be affiliated with someipadl party and that party might

threaten to attack him. Because of these reasengillmot be able to implement this

available policy. So, it's not like there are ntesu But since this is a transitional period
in terms of politics, we have not been able to enpnt these policies.” (personal

communication, July 28 2010)

A principal from the capital noted that politicaliypointed teachers were a historically
accepted phenomenon in Nepal, but that there wwabstantial rise in these appointments after
the Maoist civil war.

“The simple reason is that these party people fougthe battle, did so much, and then

begged to have a job. Then where can you get wbhk?easiest place to get a job is in

teaching. So, they were asked whether they wolkltlh be a teacher. Now who will
they place in teaching positions? Put yourselfhiat tperson’s shoes...Obviously you
will choose your political person who had helpeduym the past.” (personal

communication, July 5 2011)

Besides teacher absenteeism and limited teactwet,afther substantial examples of
teacher political interference focused on the clifies encountered in trying to transfer
teachers. For instance, a teacher mentioned hewtafing to transfer one teacher, the district
education officer was transferred instead. Somermarand teachers also talked about additional
instances of within-school political activities thafected students more directly, such as how
teachers held political meetings within school grs or took their students to political rallies.

Politics apparently also played a significant iol&udget distributions and school
financing. A few principals alleged that the ladkparty affiliation and networks often hurt
schools when it came to procuring additional buiigesupport. The majority of public school

principals argued that the national-level deceiziméibn policy to empower communities seems

to have had the significant unintended consequehirereasing political interference.
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Allegedly, community members who are divided alpagty lines have joined individual school
management committees to use it as another opytyrtanpolitical influence — for instance,
with the goal of providing teaching jobs to membafrgheir political party. The increased
community role is also accompanied by an increagepotism in the school management
committee — for instance, the desire and the paoavhire your own children as teachers. Some
school management committee related tensions iedltite absence of an SMC for years on
end, because of party politics. As a result, sacheals were unable to complete outstanding
building renovation projects. In other schools, @ng disputes with the community meant that
schools could not utilize the available land assset to generate additional revenues for school
improvements. A local education official (resoupseson) who was regularly part of school-
management committee formation discussions in Gimtgaid the following:

“I haven't seen anyone talk about quality at attwen one place (while attending school

management formation discussions). It's all apelitics. This is the major frustration

and constraint here.

How do you handle this (politics) then? What isryale?

We have such a major difficulty here. It's as ifave administrators who are involved in

an election campaign. We should not have to do Tiere is so much time that we lose

doing all this. When we go to the schools we havepell out the rules in the education
act regarding the school management committeet-ottha the “real” relatives (whose
child studies at that school) can come in. And enithin the real relatives, the
discussion is based on politics. Among these raatithere is a discussion about how
the head of the committee has to be from my pénat,in the 10-member SMC, there

have to be at least four from my party, and so {petsonal communication, August 7

2011)

Contradictory findingsHowever, there are some schools and districtstalieetd about
how they were able to thrive despite the claustbphpolitical environment due to their
focused teamwork. The most striking examples caoma the principal of nationally renowned
school “A” who mentioned that he was able to woithva teaching team from various political

affiliations by insisting that all teachers “leguelitics outside the school gates during school

hours.” He argued that he was able to do so beaHuss transparency in terms of school
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financing and the efforts he put into the schoaieure high quality. As a result, the principal
was able to work with school management committembers, teachers and parents who came
from a variety of political parties. The school ieequently mentioned by national officials as a
school where there was trust that was no politigdlin-school activities despite the principal’s
own active role in politics. A highly successfuhsol in another district (School “B”) had very
similar schooling related characteristics, butgdly had a completely different modus operandi
when it came to political influence in schoolingal&holders from nearby schools mentioned
that the schools in the district had been divided@gparty lines. These stakeholders argued that
School “B” was able to concentrate on schoolingtesl activities due to a lack of political
friction. Neighboring principals also mentioned htiws particular school received political
concessions to take fees while they faced sevsteatens.

There were also district level differences in podit involvement. While most of the
district (Dadeldhura, Chitwan, Jhapa, Kathmandulag officials highlighted the intensity of
political involvement, another district (Mustandjical mentioned that due to their remoteness,
there was limited interest from politicians. Onstdct (Kavre)'s officials focused on how they
were able to operate fairly systematically in tétjgal environment because of their
transparency and their willingness to listen to addpt suggestions made by political parties. In
addition, a few of the education officials also gesfed that the dominant role of politics in the
teaching profession was on a receding trend. Rbamce, local officials talked about how
principals would now be chosen through a fair caitipa rather than through someone’s
recommendation.

(Lack of) bureaucratic and financial support

Public schools are under the jurisdiction of thblueducation sector bureaucracy

which is comprised of the Ministry of Education whiworks out the details of education policy,

and the Department of Education, which is respdaddr the implementation of policies and
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supervision of schooling. The authority of the Deypeent of Education is devolved to 75
district-level District Education Offices (DEOs)hw in turn have resource persons and school
supervisors who are expected to provide local lsupport and monitoring to schools in their
catchment areas. The efforts of the past decadedentralize authority have increased the
decision-making role of the local level playersahool management committees. A
consequence of the decentralization initiativén& public schools are now beholden to
numerous stakeholders at the national, districtlacal level, much like in developed countries.

The difference in decision-making control betweabljz and private schools is clearly
demonstrated in Table 7.3. Private school prinsigaggest that they have almost all control
while public school principals have to share autiiavith other stakeholders in the bureaucracy
(district education office) and the local commur{gghool management committee members).
While district education officers play a substantide in public schools in appointing teachers,
evaluating teachers, and deciding how the buddebe/spent, their role is nonexistent in
private schools.

The top-level official at the Department of Eduoatargued that there was very limited
politics within bureaucracy, as compared to thé oéthe country.

“When we talk about this politicization of educatibaw can we take it out of the
bureaucracy?

There isn't that much in the bureaucracy. Theeesmall thorn in the bureaucracy and if

you go digging for it, you can take out the weedwsdver, in other sectors, there is so

much of that that it's pierced through and hasredtthe bloodstream. So that's very

difficult to get rid of.” (personal communicatiofiine 29 2011)

However, public school principals mentioned a ltisgof other complaints that were
attributed to bureaucratic inefficiencies and irquaeies, including dissatisfaction with

monitoring and supervision, resource provision,vgoninded policies and poor

implementation.
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Monitoring and supervisiorAt the district level, district education officers;hool
supervisors and resource persons highlight thewsitiasks they perform to support education
quality directives from the central agency, the &ément of Education. These tasks include
conducting regular monthly meetings to discuss scperformance, addressing technical
support needs in schools through teacher trainsa®ol visits and classroom observations, and
collecting statistics and monitoring them for misus

However, almost all of the interviewed public schafficials thought that local level
resource persons and supervisors, who were exptecbadin more direct contact with schools,
were a waste of resources. One principal derodptabeled resource persons as “postmen”
travelling from the school to the district educatmffices delivering statistics and district-level
requests. Yet another principal disparagingly chileem “son-in-laws” of the district education
office, implying that they were shielded from acotability. While the resource person job is
supposed to be balanced between school-level supgtirities and district-level activities,
school principals contend that the job has pripdrden implemented as the local arm of the
district education office. To quote an experienpgdcipal:

“The government’s monitoring is completely absdiite supervisors, they don't even

have to note their attendance. They have field yalsk - and they are just simply

earning salaries. The resource center doesn'ttimbkuisits, teacher training, feedback
and observation, or teacher counseling. They b&smalect paperwork from our
schools and make sure that they get to the DEOQy dffieially support DEO and
therefore do not really support the teacher. Theatibn agencies should be supportive
for the headmaster and the teachers, but | haeemt any of that.” (personal

communication, July 30 2010)

The resource persons themselves agree that swefative perception exists. They
attribute part of the problem to the variation tlaists in effort expended by each resource

person and school supervisor as there is no peafacaibased criteria to judge local officials’

performance. However, all of the interviewed reseysersons argued that the main problem
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was that there was too much work assigned to gmuree person, including administrative
duties, and that the main issue was a lack of mimeamlined terms of reference.

“We have not been able to do the work that we \sapposed to be hired for. We should

actually be kept completely separate from the agnative work really! We would be

incredibly happy if they would say — you don't haweleal with any of these forms, your
job is to observe classrooms, monitor them, and fgedback and interact with the
teachers. Then we would also be able to reallyacoteand get to know the teachers.”

(personal communication, August 7 2011)

The district officers and the resource persons aithrat they have not been able to
provide the adequate monitoring support in thesctzmm since the district’s bureaucratic
responsibilities take up much of their time. Thé&soasuggest that they lack adequate manpower
to effectively handle all the required tasks, sitie®y have not had an increase in manpower in
over two decades.

“The District Education Office and staff numbersrevenvisioned 20-30 years ago for

the number of schools that existed back thenilllisstn the same structure now — and

given that, how much can we really manage and ub8efrhere is a need for a re-

envisioning and transformation of the system.” gpaal communication, August 9 2010)

Some officials noted that newer projects that fedusn teacher professional
development, and included requirements for teaptmect work and goal setting was increasing
the frequency of face-to-face interaction with tezrs. In addition, district and national officials
countered public school accusations by suggestisigsichool officials were too focused on
blaming bureaucratic officials, who were far awegnii schools and lacked manpower, while
community members and principals were not adeguatehitoring locally even though it was
expected of them in a more decentralized conceptiGchool management.

Finance.When discussing financial and personnel resournstcants, school principals
focused on the foundational needs for daily openatiand additional supports needed for
making productive changes. Many schools complaaiemlit the lack of adequate foundational

resources, such as an adequate number of subgetsechers, lack of funds for support staff,

and poor physical facilities, which meant that they to find additional funds or go under-
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resourced. Public schools additionally argued tivay would require funds for innovation, such
as additional English teachers, more extra-cumicacttivities, or better laboratory facilities. In
contrast, most public school officials argued fireeince was not a major problem in public
secondary schools. Instead, they critiqgued the ¢igjood management and the lack of effort to
creatively utilize existing resources in public sals. A few bureaucratic officials provided a
more nuanced finance related discussion. While figgged that the government provided the
majority of funds for school functioning, they agdethat it was unable to provide all of the
funds necessary for a good school environment.

Thus, the government provided funds are often igadt for foundational expenses, let
alone additional costs. As a result, the schoolsldvcequire funds from the community and
parents, even though public schooling is widelyemtised as “free” schooling. For instance,
even though schools were allowed to take fees hétsic education (Bgrade), many schools do
not have the ability to raise such fees. For insgarome schools exclusively educate
disadvantaged communities that balk at even miees faised for additional activities, such as
extra classes in English and Mathematics. Additlgngiven that public schools are heavily
politicized any attempts to raise fees, even wateptal agreements, were met with protests and
threats from political parties. Thus, the fundilgitage problem is magnified in communities
that have higher concentrations of disadvantagedlp&ons.

A major reason for low financial efficiency was tpeneral consensus that there was a
lack of utilization of needs-based criteria in gowaent budgeting processes. While financing
formulae tried to implement the same policy thraughiNepal, these blanket approaches ended
up being unequal due to the disparities in distiwahg standards and public school resources.
All national policy implementers, districts andmgripals sought policies that differentiated
schools and districts by needs. However, distfiatials also argued that differentiated policies

were unlikely since resolving this difficult probbewould require a real investigation into the
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details of the districts, which would be too incenient to be pursued by an indifferent national
planning system based in the capital, Kathmandu.

Similarly, all stakeholders noted the lack of equit the major equity related initiative, a
scholarship system that provides scholarshipsifay, glalit and janjati students, and for the
remote Karnali region. While these are disadvarmamppulations and regions, national and
district officials argued that these scholarshigslikely to be inefficient since they lack income-
based criteria on which to identify children fohetarships. That is, scholarships were likely to
be provided through an informal guessing game aaygln@ach the more privileged among these
targeted groups. One public school principal hatituted a novel approach to remedy the
problem, and had assigned the scholarship resplitysib students.

“When it comes time to give scholarships, | askdtuglents regarding whom | should be

giving scholarships to. Here we don't take recondagans from the assistant

headmaster, teachers, ward, village developmentritbers (VDC), and so on... We go
to the class and say — you have two scholarshipaguwere. Who are your friends who
need the financial support - let me know in 15 dayBhey bring such a correct report —
it's basically 99% correct. The VDC and ward pe'spleports are 100% wrong...

Here, we also try to limit the psychological damafiee government says... put up the

notice regarding scholarship availability and amkthem to give you their names. But

we don't do that. The one who has received theladiop knows about it, and the one
who has recommended the scholarship knows abdub ibne else knows... No one
really wants to be called poor...So, we don't puplailt the children — we don't yell at
them. The teacher cannot scold them and say —d gaw a scholarship, you need to
study. If the teacher uses such methods, thereétoheérs get reprimanded.” (personal

communication, August 22 2011)

Another type of finance related complaint broughtoy public schools was the fact that
the bureaucrats did not seem to listen to pubhogtofficials’ recommendations. In the
sparsely populated district of Mustang, the schosdeived plenty of government and
international donor supports. One year, the prasigot together and submitted a proposal on
which school should get additional improvement tiirdthe next cycle. However, they found

that the district did not listen to their recommatnions and provided the extra funding to a

school that had no need for it.
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The discussion of funds is generally accompaniedrbgnalysis of misuse and
corruption in developing countries, and Nepal iseroeption. Recently established projects such
as the per-child funding accountability mechanisinich provided schools funds based on the
number of children in the school, had invariably 1e corruption. National officials mentioned
small-scale “misuse” incidents such as schoolsigryo inflate their student enrolment data in
order to gain extra resources for their schoold,rmare egregious corruption, such as the
invention of fake schools and students to “pocketids. On the other hand, principals and local
officials cited macro incidents such as ministet®were fired for siphoning off funds from the
budgets.

Governance and language policidédmost all of the schools mentioned that government
policies regarding decentralization and languadieips were inadequately planned and
implemented, and not tailored to school or distnegds. Public school officials and bureaucrats
alluded to how the policy of governance decentadittn had not borne fruit, primarily because
of a lack of real devolution of responsibility, amelcause the program was developed without
adequate participation from teacher groups.

Many national officials conceded that the deceiziatibn approach was “imposed”
rather than demanded. Furthermore, such a manageystem would invariably depend on the
capacity and willingness of communities to parétgin the system. Many school officials
guestioned the viability of the community conceptirbanized, individualized societies.
According to teachers, one of the key problems ediby the increasing focus on
decentralization has been a consistent confusientbe boundaries of authority between the
district education office, the national DepartmehEducation, and the school management
committee. Most stakeholders also argued thatah@munity management concept was brought
in without focusing on adequate consensus and tgfmclding. One of the complaints was that

despite the almost two-decade long effort to deaérné authority, the functioning of the
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bureaucracy remains obstinately “top to bottom”levitiwas supposed to transition to “bottom
to top” management. That is, while the majorityttae# stakeholders agreed that decentralization
was best for democracy, they questioned the aflityeof the community management
strategy given the current national political catiterrbanization, and erosion of communities.

In terms of language policies, the government httdduced mother tongue education
to help ease the transition to schooling of childndnose mother tongue was not Nepali.
However, in most regions the current demand wag&mglish, and mother tongue education
apparently has not been relevant for decades. éruntire, the policy was only instituted in
public schools while the bulk of students in urlcenters studied in private schools, which are
referred to as “boarding” schools in Nepal. A loctiicial described a peculiar situation in a
historical urban neighborhood:

“So even in this school (the school with the Resoteater) — the children nearby don't
go to school here?

Not at all — not even one of the local childrentgschool here. The funny thing here is
that — there are Nepal bhasa (Newari) teachersaasthool. This locality, of course, is
the center of Kathmandu proper, the heart of thedfiecommunity. Because of that,
they have added Newari as one of the languageshiloiren so that they are able to learn
in that local language (mother tongue). But whem go to that class, there isn't even
one Newar child there. That's because all of thallohildren go to boarding schools.
The ones who are in government schools now areamighildren and others who are
not Newar.” (personal communication, August 22 2011
Inability to regulate private school practicdsurthermore, public school officials also
discussed the lack of systematic regulations gangnorivate school growth and functioning as
having caused public school decline. The inabdityhe government to regulate the private
system is also chalked up to bureaucratic inefiicies and the loose functioning of the private
sector is often blamed by public school officiads their inability to compete. Most public and
private school officials believed that approval $ohools was given too liberally. Some public

school officials even argued that perhaps privéiteawas the end goal of the government and

these lax regulations signaled that the governmvasttrying to escape from its responsibilities
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to provide education. There were frequent mentajribe fact that key political leaders had
invested in private schools. The school officialgueed that many national officials were
indifferent in supporting public school improvenmgndespite having a deep understanding of the
problems in public schooling.

Public school teachers were highly dissatisfiedhpitivate school practices, and they
focused their discontent on what they deemed asrymfactices that prevented public schools
from competing with private schools. Given the higiemployment of educated youth, private
schools can pay low salaries to short-term teachasy private schools continue to have
differentiated salary structures and have thetglidi hire and fire teachers, which exerts
additional pressures on private school teachempoove their performance. While these
accountability systems could also be construedpsaive aspect of private schooling, many
public school principals discussed the low teacteges in the private sector as “exploitation”,
despite new regulations governing wages for priydteed teachers. For instance, a public
school official in an urbanizing district even aeguthat if all the private schools were to pay
teachers required wages then only a quarter piiate schools would remain in business.

“The boarding schools, if they were to follow athgrnment regulations, then only 25%

would really last. Because, now in primary schabéssalary is Rs. 11,100 — no matter

what their (private or public) status. But, in @& schools, they have two teachers
under the same salary. If the government wereltowaip on this (private school
salaries), then most would not be able to funcéisnvell.” (personal communication,

August 10 2010)

Additionally, public school principals also arguit private schools practiced
unhealthy competition by targeting the best stusl&aim public schools — that is, private
schools lie in wait to see if the children showagt promise after the public schools put their
blood and sweat into them, and then they are &tldo the private schools with the promise of

scholarships and special incentives. As a resulilipschool teachers were demoralized while

private school teachers gained another easy wiaymve their test scores.
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Private schools are also expected to contribut@pooving equity, but many national
officials argue that this was not the case. Whilegte schools are required to give scholarships
to disadvantaged students, national officials atbaethey are likely to not have provided
scholarships to disadvantaged students and ingtesd) them to their relatives given the
inability to effectively monitor their scholarshdistribution schemes. Additionally, many of the
national level officials argued in favor of a voectscheme that would allow the existing
scholarship funds for dalit, janjati and girls t® tilized by the poor students to go to private
schools. They argued for it as a right to choosd,as a means to mix up students who are now
living in segregated societies and are ripe fanreiconflict without any significant government
intervention.

The dimensions and consequences of public schaghsatization

In this environment of growing national politicaktability and bureaucratic
inefficiencies, many national, district and schofficials, and parents agreed that public schools
were perceived to be inferior to private schoolg¢hwthe passage of time, the flight of middle
class students away from the increasingly abunplalslic schools gave way to the
stigmatization of public schooling and erosion @fmretnunity support.

Public schools concentrated with disadvantagedesttsiFirstly, as a result of the dual
education system (public and private), public sthe&perienced the negative consequences of
sorting by income, capacity, and behavioral trddtsvate schools were attractive to parents since
they taught in English medium, and provided a ety politics-free, disciplined environment.
Public school officials argued that there had beegnadual, historical flight of middle and high
SES students away from public schools to privateslis. With the transformation of the
education system and migration, a growing groulpwer-income families also began to select
the increasingly abundant private schools. Somdigsthool officials also mentioned that due

to stigmatization of public schooling, students wiere behaviorally difficult to manage where
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transitioned from private to public schools, wigleod students were encouraged to attend
private schools. The stratification had escalabeslich an extent that urban area public schools
were now concentrated with difficult-to-educate IB&S students, and many public schools had
to be merged or collapsed because of a lack oflevent. Public school officials mentioned that
there was social pressure to send your child i@prischool and that it was embarrassing to
send your child to public school. A teacher desatihis personal experiences to demonstrate the
widespread stigmatization of public schooling:

“The thing is here — the culture in Nepal is — visetyou can or you cannot; whether

they teach or they don't — you still have to seowlrychildren to boarding school. If you

don't send them to boarding school, your neighypaur relatives, your well-wishers - all
of them will criticize you.

| have experienced it myself. | brought my childenor two years. He was studying in a

private boarding school. But, he couldn't read Niepte had passed'6grade, but when

| asked him to read in Nepali, he couldn't readiéxé from any pamphlets or

newspapers. And | was alarmed by that and declggdatas not good, and brought him

here (to the public school | was teaching in). ISe@pt him here for two years. In those
years, there were just so many people who yelledeat you couldn't even keep that
one son in boarding school. Why did you take hira government school?

Because of this trend, people send children toddogrschool because they feel

compelled as well, even when they cannot affor8iitce it's a question of a need for a

cultural change, it's not something that we caaltby ourselves.” (personal

communication, August 10 2010)

A key aspect of the stigmatization was the thinkimag public schools were “schooling
for the poor”. Many principals illustrated the stigtization by citing that their schools were full
of children of footpath dwellers, migrant laboreaad anyone who did not have a stable income
and was living “hand to mouth”. One of the reasfanghis perception was the fact that public
schools have been mandatorily free by law. Whileasgrincipals were in favor of free
education, most talked about how they were hangeaby the policy since parents now
perceived of public schools as education for tiwise could not afford user fees. For instance, a

local official described how parents would discnatie between children sent to public and

private schools, and how this discrimination haghclgender-based dimensions.
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“Because the parents have paid fees ...they conlynask the (private) school how

their child is doing, and whether their qualityngproving. They go to the school, have

discussions with the teacher and the principak td@kn (lunch) for their child. And then
at four pm, they arrive on time to get them from sichool. They make sure that they
have done their homework as well.

In the same household, the older sister goes tpuhkc school — no one is sure what

she has eaten, what she wears and how much skstutgs] as she makes her way to

the school. They send the son to the boarding $chobthe older sister has to come
back from the school and wash the brother's unifaitre has to polish his shoes, and get
her tiffin ready.” (personal communication, Augi@s2011)

Interestingly, there were noticeable differencespmions between public and private
school principals on the parental background awcabstatus of public schools, as shown in
Table 7.4. Almost all public school officials agrtéat public schools face more challenging
home environments, less education conscious pagerddow social prestige. About half of the
private school principals disagreed that publicosth face substantial demographic
disadvantages, primarily because they also edpcatesr students nowadays. However, these
differences in opinion are arguably due to the fhat private school officials may not have
accounted for the fact that they are educatingallengroup among the poor while the rest of
the more disadvantaged students go to public sshool

Lack of community supporver time, the flight of middle class parents amel t
institutionalization of the free education policgve resulted in a loss of community support
since none of the community members with histottiesl to the community send their children
to public schools. A typical type of lack of suppexperienced by the public school was
indifference or lack of interest in the public soli® functioning since their children did not
study there. Urban area school principals paintedreative about the importance of public
schooling as a symbol of pride and progress iagés, which has all but disappeared in urban
regions. Additionally, an unforeseen consequenagatifalization is the fact that many children

in wealthy urban communities have migrated to fymegountries after going there to study

abroad. There has also been significant migratiom fvillages to the cities and to neighboring
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countries due to the conflict and continued lackmployment. As a result, public school
principals argue that there is a dearth of localppeto lead the community and participate in
public schooling or other community activities.

A higher level of friction between the communitydascthool existed where the
community actively resists improvements in the stt@cause it does not serve their self-
interest. For instance, the school officials frofmstorically important all girls’ school claimed
that many of their local neighbors threw their gagd into the school compound, and had tried to
steal some of the expensive urban land from thealch

“We also get to hear that the schools in villaggoes that have gone through the

community handover have gotten better. And thearedisis happens is because the

community themselves show a lot of interest. Orother hand, in our school our
neighbors all they are thinking about is how tcetaker our land holdings here. When
you have a situation like that, it becomes selfl@xatory how involved they will be in
helping the school. For us, it has been difficudttjmaintaining the school.” (personal

communication, July 29 2010)

Furthermore, the decentralization policy which redhdignificant authority to the school
management committee exacerbated the situatiograated an increasingly hostile
environment between teachers and communities. A mxireme scenario of lack of community
support for the public school was seen in the Rigielgative resistance to public school
improvements in a remote village in a far-westastrigt. In this public school, the principal
who was trying to institute some key reforms, sashmplementing English, began receiving
threats and faced significant opposition from tistridt education office and even members of
the public school's management committee. The megron for this extreme reaction was that
the community members had invested in the locagpei schools, and were worried that the
improvements in the public school would lead towgite school failure, given the small market.

Many principals also highlighted the precariousaion they found themselves in after

the community gained so much authority over teachien quote a principal’s interpretation of

how community started viewing teachers:
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“The community handover idea must be to give ingemhtind then mobilize the
community?

What the community and parents understood from(Haadover program) was that the
teachers have to listen to what we say. They thoiingt all of the teachers are their
shepherds and workers. And when that sentimentseximgt creates a problem between
parents and teachers.” (personal communicatioy,1312010)

Contradictory findingsWhile national officials mainly talked about thealsituation in
public schooling, there were district level andioegl differences in stigmatization and the level
of community support. Some remote district offisiahd rural region principals mentioned that
due to the lack of private schools there was nathratigmatization of public schooling and that
all types of students would study together. Howgegeen these district officials acknowledged
that the main reason for the lack of stratificatieas the lack of private schools and the lack of
parents’ ability to pay. Some public school offlsiaighlighted the generosity and trust of the
local community that had helped their school flsbrover time. Other principals talked about
their harmonious working relationships with themmagement committee, and how the well-
functioning school management committee workecieffitly on all managerial aspects of
schooling while the principals focused on the ac@despects. There were also some officials

who claimed that since public schools were on msgirebound, there had been gradual

progress in reducing public school stigmatization.

Motivations and expectations of school personnel

A public school official who is expected to carmyt @eforms will base his decision to
conduct these reforms on the likelihood of sucoéthese strategies, and the accountability
mechanisms that incentivize these efforts. Giverldbk of community support and
stigmatization of public schooling, the extensiwditical influence in decision-making, and
problems with the bureaucratic support systemsoitld not be surprising for public schools to

have limited motivation to carry out reforms.
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The principals’ opinions on parental involvemend amwareness and teacher quality in
their schools, displayed in Table 7.5, confirm thegspicions. While almost all private school
principals agree that parents are highly involvedahooling activities and communicate their
academic concerns to the school, less than halfildic school principals confirm the same. On
teacher quality, public school principals are mdegly than private school principals to believe
that the more experienced teachers are of hightgual

However, as discussed earlier, a major problem tiigmational accountability system
was the inability to utilize existing bureaucratiorms to sanction schools and teachers, given
the political influence. In addition, the principand public school officials decried the fact that
the accountability systems made no attempts tereifitiate between well-functioning and
poorly functioning school teams, and incentivizédreschools. One principal stated, “why
would it matter if | work harder? There is no intea system that promotes good teaching.”
Thus, there is very little reward for individualagbbehavior and even less punishment for poor
behavior. Government support for public schoolsmbmited to praising and rewarding schools
that produce good results in the school-leavingremations and asking why other schools are
unable to produce similar results. However, everbiést schools are unhappy with the existent
accountability mechanisms that do not utilize periance-based criteria to assess and reward
schools and teachers.

“The policy of the government is that “shit anddjare equal’. Government won't

conduct inspections to distinguish between the alshand teachers that are good and

bad....Whether it is an organization or a persos iitdcessary to add more value. If |
have done a good job, the government won't addvaorg budgets for my school neither
it will raise my salary. Then how will the people bncouraged to do well? To do well,
the government must encourage the schools by sdyog have practiced well, and we
will support your school and increase your fa@kti’ Those kinds of policies are needed,

but our government doesn't have those policiegfsgnal communication, August 22

2011)

Public schools argued that the no fee system vpmditecally sensitive government

regulation which has decreased parental involvemedthas also handicapped their efforts to
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innovate. While some schools are able to come gagement with political party members and
parents to raise additional funds through feescamdmunity fundraising to pay for additional
costs and innovative efforts, other schools arpaéthey lack real community interest or
supports.
“The other problem we have is the no-fee situafidnis is because government schools
have been told that we cannot raise fees. We laggtassion with the policy level
people then. We talked about how the situatiorkiis #@ them telling us to swim after
tying our hands and feet together. In that situgtian we swim? There is no means of
raising resources. And without financial suppor, eannot really innovate. All we can

do is maintain whatever we are currently doingér§onal communication, August 10
2010)

The public school officials also highlighted thekaof other individual incentives to
really improve. One of the other reasons citedHerlack of motivation for teachers to perform
was that these teachers’ children also often detualy in these public schools which lowered
the stakes for poor quality of education for theSeials. A district official highlighted how a
school in his district was successfully able to@ase ownership by requiring that teachers send
their children to the same school.

“One of our model schools — what it has done i$ itiaas instituted a system whereby

all of the teachers and school management comnmigzsbers have to send their

children to the same school. One example was hleateacher put their child in a private
school and that teacher was then fired from the job

What | have been saying is that even a cook willwark hard or may even spit in your

food if he has predetermined that he will not gat tooking. If you have to eat it

yourself, then you will focus on cleaning up thedand making sure that it is well
prepared overall. Similarly, one should be ablhiok that public schools provide an
appropriate or adequate education for my childrémey were to study here. That's how

we need to approach it.” (personal communicatiarngust 9 2010)

A national official pointed to the inability to lise school personnel’'s expertise as
limiting personnel’s motivation and effort. That given their long-term experiences of

frustrations in the system, many teacher resigmsedves to just keeping their jobs and working,

rather than focusing on innovations.
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“The other thing we find is that there are not tmainy people who have had good
experiences. Many of them are quite frustratecey gay, well they've never listened to
what we have to say, let it just continue on a&s.it.So, there are those people who think
that it won't matter what | say, | should just $inithe job and retire. There are only a few
who think that they need to struggle for the counfihe person will have spent a lot of
time gathering expertise and then he will retird #rat expertise will leave with him.”
(personal communication, July 28 2010)

Many public school officials talked about how tHed developed an internal
accountability system so that teachers felt mosigatlespite the lack of monetary or other
incentive structures in the public school systemguably, the only substantial external
motivation for productive changes is the fact th&tdramatic negative reputation of the public
schools may one day lead to school closure andfossiployment. One national level official
talked about how there was a heightened awareoefisef need of increased teacher effort, and
for teacher unions to focus primarily on the prefes since public school credibility reached the

figurative “bottom of the barrel.”

“We conducted a journalist meeting recently andttipéc of the meeting was “teachers
can make a difference.” In that discussion the peforming teachers from many
districts discussed how they were making a diffeeseven under the current policy
environment ... the teachers union and organizagoagradually changing their mental
attitude. They are concerned now that the genemlp's outlook towards them is
sinking. They feel that they are now in a shamsitulation...| have felt that they have
come to a realization that the situation is wonsgiiecause of the teachers themselves,
and not just because of government policy and resassues. The union and profession
teacher leaders are saying that they will convieaeehers to teach and work effectively.
So some sort of attitudinal change is happenin@zetgonal communication, July 4 2011)

These qualitative findings on expectations and vatibns to compete are corroborated
by the descriptive statistics as shown in Table Th& majority of public school teachers agree
that there is lower motivation for public schoasrmprove because of lack of monitoring, a
higher number of politically appointed teachers] bacause teachers don’t send their children to
their public school. Additionally, over four-fifthsf the public school principals agree that public
schools face systemic problems that cannot be fmdschool-level efforts alone. However,

public schools express optimism and satisfactioanthe questioning is directed towards their
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specific experiences. For instance, most publiosishdo not agree that they lack personnel or
financial resources to conduct reforms, and adraethe government does an adequate job
monitoring their school. In addition, they almosanimously express urgency for school-level
improvement efforts and optimism of making improests with school-level efforts.

An Example: Factors that Mediate the Implementationof English Medium of Instruction

Public school experiences with implementing Engfiggdium of instruction highlight
the variety of constraints and supports experiethgetthe diverse public schools in the sample.
There was unanimous agreement among public schioaigals and district officials that public
schools needed to adopt English medium, sincestaveonsumer demand that public schools
had to provide if they were to survive in the madage.

The public schools varied in terms of internal ngeeraent and resource support, and
hence had very different experiences with transitig to English medium. In the best case
scenario, school principals who had efficient teamd strong reputations expressed their
confidence that they could implement English medasihe teachers were enthusiastic and
highly qualified. Some schools mentioned that thag regained enrollment as the community
acknowledged their efforts to improve by implemegtEnglish. Many public school officials
also provided additional support for extra Englitdsses and received district supports for
English teacher training. These principals disatisse medium of instruction challenge as just
one of the policies they needed to institute:

“It's ok, maybe there is an issue of medium ofrungtion and that not matching up. If

you have the will and capacity, then why not mdient English medium then. That's

the only shortcoming we have in comparison to tiferivate schools) — we teach in

Nepali and they teach in English.” (personal comication, July 30 2010)

However, the majority of the public schools facetdwiad challenges in their

implementation of English. The foremost amongssé¢haroblems were related to teachers.

Firstly, most public school principals argued ttreg current teacher pool would have difficulty
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teaching in a new medium of instruction, giventtheck of English fluency. The problem was
exacerbated by older teachers’ resistance to chamge unlike private schools they could not
be compelled to exerting effort to improve theigksh medium teaching.
“Here, actually most of the teachers of Kathmanau'tchave condition to teach in
English medium. For me, for example, at this piatéried to convert into English
medium then it will be the greatest problem for ingan't remove the existing teachers.
| can't take it into totally English medium alongimthe existing teachers. So, my
concept will remain in thought only.” (personal aoomication, July 9 2011)
Other school officials highlighted a host of probkethat plague public schools in Nepal.
Firstly, some principals highlighted that the eriedy disadvantaged home background of public
school students would prevent them from realidiid@iaching in English.
“We have also said we have started it (Englishnf{@rades) 1 to 5 — but it remains as
is, inconsequential. There is English medium | gubsit English won't just happen out
of thin air — it needs an environment. We don’tdnéive manpower that can teach
English. There are children who come in here witlshoes on their feet, and who are
hungry in the afternoon because they can't afiondh. You can’t just force English to
happen — it will be unnatural and artificial.” (senal communication, August 10 2010)
Another school principal focused on the difficultyimplementing English medium due
to student population volatility. Given the facatlthe school was a public school, they lost
students to better schools in the transition t@sdary school, and did not have the authority to
deny admission to other students. As a result,ipgbhools faced a lack of continuity in student
populations to adequately continue providing Eingirsedium.
“In the lower grades, we teach Math and Sciendeniglish. We have a goal of teaching
in English in Math and Science througH"Fade. But in order to be able to do that, we
need continuity. In our school, the ones who westtaught with English medium in
primary schooling leave for other schools. Anddhes who come in towards the end of
primary are those who have only learned in Nepalliom. So how do we get them to
study in English medium then? That's been a biglpro for us.” (personal
communication, August 10 2010)
Many teachers expressed concerns over their ibatolieach well in English because

of the poor learning levels. Many of the schoold tateach English mixed in with Nepali given

the student’s initial English backgrounds. In faxte district local official suggested that even
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the best public schools were actually dealing whthtransition by teaching one section in
English and the other section in Nepali, thus Bgrthe student population by ability and
capacity. To quote a teacher in a struggling school

“l teach English, and there is variety within tHessroom. For instance, some students

understand and enjoy English speaking in the adassr For another student, if you ask

them to speak in English, they don't understandadiity Even with just eight students
there is that kind of gap. And the reasons for ih#tte family background and not being
able to give that kind of time afterwards. Theywarih us for six hours of the day after

all.” (personal communication, August 2 2010)

With regards to external supports, a principal rermote district recounted that he had a
particularly harsh experience implementing Engéisite he received significant resistance from
the local community, the management committee,eaed the district education office. He
recalled how he had very little bureaucratic halpmplementing English medium, and could not
even get them to provide teacher training, and bagsto continue with the effort in a fairly
isolated manner.

Given the fact that transitioning to English mediwould require systematic efforts
from the schools, some schools had also experiemd¢mek of funds, and the government’s rigid
rules regarding fees made the costs prohibitivéHem as they tried to institute English
medium.

“We should teach in parallel, in both the Englisid &epali medium but could not do so.

Firstly we do not have necessary number of teadmsecondly we are not allowed to

receive the school fees. Sometime back we stasteeteive a nominal amount of

donation Rs.100-150 from each student but therneweived the letter from the DEO
office to return it. We tried to do something bwg were not allowed to do so.” (personal

communication, September 4 2011)

Another teacher pessimistically highlighted thagreif they taught in English medium,
the parents would not trust their ability to defigeality English since they were perceived to be
inferior.

“In order to stop the flow out from here to boaglsthool as much as possible, we have

said that we will teach in English medium in 1-2dgs. With that English medium,
some of the classes have been operated in thaBuéyeven then, it's not like the
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parents are convinced that we will definitely dmita competent manner. In boarding

schools, they think that they will definitely do-tthere is more trust in their

competence.” (personal communication, August 1®Mp01

Thus, the problems encountered while implemerttinglish consistently reflect the
supports and constraints that plague schools, ambdstrate the variations in public school
capabilities. Schools that have a strong reputagond resources, and are able to ensure a stable
student population appear to be at ease with imgand consistently maintaining English
language education to meet consumer demand. Qtheols face difficulty in maintaining
English medium education because of student backgioand learning levels, teacher quality
and effort, and lack of funds. The least advantagpbdols feel that they are in such an
unfavorable position in terms of these inputs thay think it best not to try to institute the
policy, despite the fact that it is highly valuddhere is also great variability across districts.
While English medium education is a known interi@mt&ind supported strongly in the capital,
public schools that are in remote regions haveota tbt more of the work and struggle by
themselves. In summation, these findings call forerrecognition of the variation in teaching
resources and income sources in the public schools.

In summary, public schools appear to face myrialdigal, bureaucratic, and
motivational barriers to reform. Interestingly tire context of Nepal, politics is not just an
external impediment — for instance, politicianggiag or forcing certain policies — but rather a
cancer that is debilitating school functioning megly. In particular, the systematic involvement
of teachers and school management committee mernmbgoétics, and the linkages between the
bureaucracy and political parties, has allowedidslic schools to be used as hotbeds for
political machinations. The fact that politics Is&eped into every aspect of Nepalese society
implies that governance reforms to decentralize¢sponsibility for education will likely shift
authority from a small group of political interestsa larger group of political players who are

beholden to the political elite. As a result, uslpslitics can be taken out of the entire
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bureaucracy, it is unlikely that decentralizatieforms will help public schools be as
autonomous as private schools.

Public schools are also in a precarious positexabse of the dysfunction in the
bureaucracy as each stakeholder looks to blaméemfatr its systemic ills. For instance, public
school officials at the national and district lewefficials highlight the lack of teacher effort and
the inability of local actors to truly take respitmity for education governance. On the other
hand, public school officials highlight the lacktbbughtful policy formation and systematic
financing strategies, and the red-tape laden yatlpéunctioning monitoring system as having
allowed private schools to leapfrog over publicaah. Interestingly, both local level officials
and school principals lament the lack of classrooomitoring. While public school officials
believe that the lack of classroom monitoring aduct of loose accountability, local level
officials responsible for that monitoring highligihie misalignment of tasks. Consequently,
better targeting of financing and policies, anddyatielineation of responsibilities could greatly
improve the functioning of the existing bureauaatipport structure.

Lastly, public schools have lost significant comntyisupport, particularly in urban
areas, since the mid-1990s. When everyone who @dtdd to pay some school fees began to
send their children to private schools, public stsdecame far less relevant for urban
populations with stable incomes. As a result, pusdhools became concentrated with girls (in a
country with son preference) and poor childrergvan emptied out in some instances. Public
schools appear to have lost the perception batpeivate schools. Resurgence in public
schooling in urban neighborhoods would requireesyst interventions tied to school-level
efforts, and a re-examination of the no user fdeypof public education systems in developing
countries.

The fact that public school officials are mostlyiopstic about their ability to improve

from their current conditions and compete with atesschools through their individual efforts
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may be attributable to an attenuation bias. Thaiublic school principals may have felt that
they needed to acquiesce with these seeminglyip®siiatements when these questions were
specifically about their schools. However, the theit they readily admitted the difficulties
faced by most public schools because of politicafipointed teachers, poor government
monitoring, and disadvantaged student backgrounggests that public school principals do
feel that public school reform requires systemattierventions along with school-level efforts.

Even in such a dire political, bureaucratic andaa@nvironment, some public schools
have been able to beat the odds and gain resplggtahd parental trust. Predictably, the credit
for exceptional, thriving public schools is giventhe hardworking, engaging and dynamic
principals. In some instances, schools’ turnaroumdsfficient functioning are credited to well-
functioning school management committees, but piiyngiven their ability to successfully
recruit a reliable principal. The literature on achleadership has thoroughly detailed the
powerful transformative role of principals in pubtichools in the United States and other
developed country contexts (Tyack and Hansot, 1B8@hwood and Jantzi, 2005). Clearly, the
role of the principal in maintaining public schaplality is heightened in less politically stable
environments as these principals need to motieastehiers and students in an environment of
minimal external accountability, strong stigma agapublic schools, and navigate political and
bureaucratic demands.

Do Principal Perceptions on the Key Barriers and Spports to Reform Differ by the Extent
of Private Competition Faced by the School?

As demonstrated in the earlier discussion, theblaayiers to reform faced by public
schools include the politicization of the publitieol system, the lack of adequate monitoring
and financial support, and the stigmatization djljguschooling, which in unison may reduce
public school officials’” motivation to reform. lhis section, | analyze whether the barriers, and

some supports, to reform can be systematicallyetirio the extent of privatization or their
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perception of private schools as competition. Larthat the barriers to reform are likely to be
heightened in public schools that are located giores with higher privatization. For instance,
important urban regions are likely to be targetpdalitical attention and have more
individualized societies that primarily send thehildren to the more abundant private schools.
Table 7.7 presents the logistic regression esitimaesults of key decision-making
related barriers to reform. In a decentralized significant district influence in appointing or
evaluating teachers, limited principal influencetbese decisions, and high management
committee influence in dealing with teachers cdagdh product of undue external interference
and may suggest that the principal has limitedibiéky in making decisions to improve school
quality. Principals of public schools that are lechin high competition regions were statistically
significantly more likely to suggest that the DistiEducation Office (DEO) had a significant
role in appointing teachers than principals of stfifrom lower competition regions. While
principals of schools located in higher competitiegions were also more likely to suggest that
the school management committee had higher invadwnem evaluating teachers, these results
were not statistically significant. The schoolshagirincipals who perceive subjective
competition, controlled for the geographic proxintid private schools, were significantly less
likely to suggest that the school management coteenfilays a role in evaluating teachers.
Table 7.8 focuses on principal perceptions onmaregagement with their school and
the general level of awareness of public schoatmqar Principals of public schools located in
medium or high competition regions were over thimees as likely to suggest that public school
parents were not very aware of the importance o€aibn, which may suggest that these public
school principals had to face a concentration atationally deprived parent populations.
Tellingly, principals of more selective public sci®were more likely to agree that parents were
active in the school and that they monitored thkeildren’s academic progress, and less likely to

agree that public school parents were not educabascious. These findings logically suggest
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that principals of selective schools encounteifferdint group of parents than principals of
nonselective schools. Importantly, public schoatg@pals who considered private schools
competitors are less likely to suggest that parargighly involved in school activities, or that
parents monitor their children’s academic progesapared to public school principals who did
not mention private schools as competition. Thas#rigs suggest that principals who perceive
private schools as competition have seen pareaysaplimited or less than adequate role in
helping their school improV@é

Table 7.9 highlights principal perceptions on teaauality and effort, which are key
determinants of school performance. Interestinglincipals who perceived private schools to
be competition were almost twice as likely to sigjgleat their experienced teachers were of
excellent quality, compared to principals who dad mention private schools as competition.
Principals of school in high competition regiong@substantially more likely to agree that their
new teachers were of excellent quality than prigsipf schools in low competition regions.
This finding could suggest that the schools witingpals who perceived private schools as
competition were more likely to have higher quatitgler teachers, and probably were more
capable of implementing instructional policies tompete with private schools. There is a
possibility of reverse causality in this argumeants public school principals who have a higher
regard for their experienced teachers may be ni@ly to believe that private schools are
competitors. The fact that schools in higher coitipatregions believe that their new teachers
are of high quality may suggest that new recrwimiag in are of a better quality in those
schools in contrast to experienced teachers. Asiss®d earlier, teachers who are politically
involved are a main hindrance to school improvesi@nthe Nepal context. Significantly, | find

that the principals of public schools in higher gatition regions were over four times as likely

“8 A brief analysis of the association between peioep of principals of selective schools by theeexiof
private competition is presented in Appendix A7.1.
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to say that they lacked the incentives to perfoealnise of politically appointed teachers
compared to principals of public schools in low @atition regions.

Table 7.10 focuses on perceptions on the adeqfaggvernment provided supports.
Principals from public schools in high and mediuompetition regions were over four times as
likely to agree that public schools lacked incesgito reform because of a lack of government
monitoring. Consistently, principals of public sol®in high and medium competition regions
were less likely to agree that the government @oesdequate job monitoring their school.
Principals of public schools in high and medium petition regions were also more inclined to
agree that the school management committee merdberst care about improving schooling
quality and that they lacked adequate teachefmuadh these results were not statistically
significantly different.

In summary, the regression results suggest tHaicpgchools that are located in high
competition regions face heightened barriers tornef The school principals in high
competition regions experience significant distimtluence in teacher hiring and agree that
public schools lack incentives to compete duelark of monitoring supports and a higher
number of politically appointed teachers. Furthammerincipals in regions with high
privatization are much more likely to agree thablmuschool parents are not education
conscious than principals in public schools in mmpetition regions, which provides
suggestive evidence of flight of middle class asdoated families to private schools in regions
with higher privatization. These results suggeat the public schools that are located in high
privatization regions face a higher order of camsts, and may be unable to respond to
competition without significant targeted governmineérvention.

In contrast, public school principals who percgiviate schools as competition,
regardless of the number of private schools ardoen, seem to encounter favorable within-

school conditions. The principals who perceive gigvschools to be competing schools believe

204



that they have high quality experienced teacherst®ialso more insistent on the lack of
parental involvement in public schools. These fiiggi suggest that principals who report that
they are competing with private schools are rdaitiylighting the fact that they are able to
provide adequate within-school efforts that enaliéen to compete, and are not just listing
schools that are nearby or have proven detrimémthiem.
Discussion

Public schools require supports from the bureaycrmmmmunity, parents and students
to be able to function effectively. | find that mgsblic schools face a variety of barriers, and do
not receive adequate supports, as they attempake ouality improvements. Public schools
face bureaucratic inadequacies, such as a laclonitoning and financial support and adequate
decision-making control. In addition, a significampediment to competitive responses that is
not regularly highlighted in the literature is #dent of direct political interference in decision
making in the public school system. The public stlsystem is perceived as being
bureaucratically inefficient and politically entded, and inferior to the private school system.
Over time, the lack of trust in public schoolingsted to significant middle class flight, an
erosion of community support for public schooliagd led many public schools to become
concentrations of disadvantaged populations. Thebawed effect of bureaucratic, political, and
community issues, and a lack of individualized aetability systems has led to a situation
where school officials have little motivation orpeeity to initiate competitive reforms. In fact,
the main reason public schools are initiating soew reforms is arguably because public
schools have reached an all-time low in credihiltgd are fearful of school closures and loss of
employment.

Thankfully, the pessimistic summation is not thenptete story. The few schools that
have been able to flourish despite the problenpatitical and bureaucratic environment have

developed internal systems of accountability, hesed creative solutions that are not dependent
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on external funding or personnel supports, and lagweven track record of education
performance. National and government officials, pndcipals, agree that the headmaster plays
the most important role in ensuring effective fuowing, as he needs to expertly sidestep the
political infringement to focus on education, mati less educated parents to focus on their
children’s education, motivate students, run a-fuglctioning teacher team without the help of a
monetary rewards system, and work with the sch@slagement committee on administrative
tasks.

While the problems of public school quality tendbgeneralized in national and global
discussions, my analysis suggests that reseancbedsto analyze the variations in community
supports, personnel motivations and policy impletagons while responding to private
competition. Policymakers need to prioritize theroément of principals who are adept at
functioning in political conditions, and the devatoent of more equitable, better targeted
financing criteria. Policy also needs to focus loa public schools that exist in high competition
regions since these schools appear to suffer tis¢ fnoon a lack of community and bureaucratic

support, experience substantial political intenfier
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Chapter 7 Figures and Tables

Table 7.1 Descriptive statistics on explanatory emwtrol variables

variable description, year Mean S.D. Median

Number of public schools [N = 212]

Geographic proximity measure of competition (combins) 3.5 2.5 3.9

Community characteristics

* Female literacy rate, 6 years and older, 2001 60.9 11.7 60.8
» District dummy (percentage Kathmandu schools) 68.4
* Urban dummy (percentage urban schools) 42.9
» Population growth (decadal), 2001 to 2011 49.3 53.3 45.2

School-level indicators

* Whether the school requires an entrance examinatio

for grade 6 admission, 2011-12 49.06
* Total fees, grade 9, 2010-11 (in U.S. dollars) 18.87 19.25 15.00
» Percentage dalit (disadvantaged population) in

enrollment, 2010-11 11.13 7.83 9.70
* Total grade 1 to 10 enrollment, 2011-12 544.53 313.99 456.00
» Percentage female in grade 1 to 10 enrollment, 2211 53.07 8.63 53.19
* Percentage teachers with permanent contracts, PD1(  11.13 7.83 9.70
* School age, 2011-12 49.08 15.00 49.00

» whether private teachers were hired due to lack of
teachers, 2011-12 79.20

* whether school has poor, inadequate desks, 2009-11  24.90
» whether the school has a computer room, 2011-12 41.00
* Class size in 6th grade, 2011-12 44.52 17.11 44.15

Source: Authors’ calculations based on Combinedh@adive Dataset.
Note: Exchange rate used to compute total fees3ndollars: 1 U.S. $ = 80 Nepali Rupees.
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Table 7.2 Extent of political interference in palbdichools compared to private schools

Public school principals Private school principals
% that % that % that % that
disagree/ agree/ disagree/ agree/
strongly strongly strongly strongly
disagree agree disagree agree
» Parents are attracted to private
schools because there is less
external pressure on school
management in private schools
17.9 82.1 16.0 84.0
* There is more political influence
in the school management
committee in public schools
compared to private schools
5.2 94.8 25 97.5
* There is more political influence
among teachers in public schoc
compared to private schools 8.5 91.5 3.7 96.3

Source: Authors’ calculations based on the Pril&pavey.
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Table 7.3 Extent of decision-making control of eiifint stakeholders

Public school principals

Private school principals

% that % that agree % that % that agree
agree that that the agree that that the
the stakeholder the stakeholder
stakeholder has a lot of stakeholder has a lot of
has little or influence or has little or  influence or
no complete no complete
Perception Questions influence control influence control
Extent of decision-making control in...
Appointing teachers
District Education Office 62.7 37.3 98.8 1.2
Principal 41.5 58.5 13.6 86.4
School Management Committee 32.5 67.5 49.4 50.6
Evaluating teachers
District Education Office 55.7 44.3 97.5 25
Principal 10.4 89.6 0.0 100.0
School Management Committee 51.9 48.1 48.1 51.9
In deciding how the budget will be spet
District Education Office 55.7 44.3 98.8 1.2
Principal 19.8 80.2 19.8 80.2
School Management Committee 17.5 82.5 44.4 55.6

Source: Authors’ calculations based on the Pri&pavey.
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Table 7.4 Demographic and social status differebetseen public and private schools

Public school principals Private school principals

% that % that % that % that
disagree agree / disagree agree /
/strongly  strongly /strongly  strongly
Perception Questions disagree agree disagree agree
Demographic differences
» Compared to public schools, private
schools can select the students they
take in 11.3 88.7 22.2 77.8
» Comparatively speaking, the home
environment of public school
students is more challenging 4.2 95.8 37.0 63.0
* Most of the parents of public school
students do not understand the
importance of education 40.6 59.4 80.2 19.8
Social prestige
* Public schools are equated with poc
or low status schooling 9.0 91.0 45.7 54.3
» There is social pressure to send you
child to private school 27.4 72.6 37.0 63.0

Source: Authors’ calculations based on the Prin&pavey.
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Table 7.5 Parental involvement and awareness actiee quality at the school

Public school principals

Private school principals

% that say % that say

% that say % that say

the the the the
statement statement is statement statement is
is rarely or  somewhat is rarely or somewhat or
never or very never very
Perception Questions accurate accurate accurate accurate
Parental involvement
» Parents are highly involved in schoc
activities 53.3 46.7 21.0 79.0
» Parents monitor the academic
progress of their children closely 34.4 65.6 4.9 95.1
» Parents communicate their academ
concerns to the school 47.6 52.4 6.2 93.8
Teacher quality
» Teacher absenteeism is a big proble 85.8 14.2 91.4 8.6
* Teachers who have less than three
years of experience are excellent 59.0 41.0 49.4 50.6
* Teachers who have more than 15
years of experience are excellent 30.2 69.8 35.8 64.2

Source: Authors’ calculations based on the Prin&pavey.
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Table 7.6 Expectations and motivations to compete

Public schoo
principals

% that % that
disagree/ agree/
strongly strongly

Perception Questions disagree agree

Lack of motivations to change for public schools

* There is less incentive to improve quality in paldchools because no on

is monitoring or holding the schools accountable 46.2 53.8
» There are more politically appointed teachers wieaat concerned with

teaching in public schools 34.4 65.6
* The SMC members in public schools do not care abduboling quality 56.6 43.4

* The school officials' children do not study in galgchools, so there is no
incentive to try and improve the school 22.6 77.4

Resources and monitoring supports at the school

» This school cannot bring about required improvems&etause it does not

have the physical or financial resources 61.8 38.2
» This school does not have adequate or the riglt &ineachers to make

the required improvements 73.6 26.4
» The government does an adequate job monitoringuatschool 39.2 60.8

Changes that should be made at the school

» This school does not need to make any privatedil@nges because we al
getting enough students 85.4 14.6

* This school does not need to make private-like gharbecause we are
competing with other public schools and not witlvgire schools 83.0 17.0

* This school needs to make changes to survive ampei@ with private
schools 4.7 95.3

Expectations from making changes at the school

*  With the changes you make to compete, this schumild be able to
improve your schooling quality 0.9 99.1

* The quality problems are systemic and cannot telfthrough efforts at
your school level alone 14.6 85.4

* Thereis no use in making changes because paravesah preference for
private schools that is not linked to educationliggia 86.8 13.2

Source: Authors’ calculations based on the Prin&pavey.
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Table 7.7 Odds ratios: Logistic estimation resaftdecision-making barriers and supports to reform

Perception question:  neq | SMC -  Principal -  DEO - SMC - s;?elszn?ji;]g
(agree/strongly agree appointing appointing appointing evaluating evaluating the
teachers  teachers teachers teachers teachers  budget

Variable (barrier) (support)  (support) (barrier) (barrier)  (barrier)
Geographic proximity measure
of competition

medium competition 1.50 0.82 0.85 0.81 1.30 0.97

high competition 2.08** 0.94 0.61 1.47 1.26 1.04
Subjective competition 0.97 0.67 1.04 0.59 .526** 1.53
Female literacy rate 1.27 0.76 0.73 1.06 0.92 1.04
District dummy 2.04* 3.08** 5.43%** 0.54 1.73 0.37
Urban dummy 0.77 1.39 1.13 0.70 0.56 1.15
Population growth .95* 1.01 0.99 0.99 0.99 0.97
Selective school 1.31 0.60 1.46 1.25 181 1.61
Total grade 9 school fees 0.99 1.00 1.00 1.02 0.99 1.02
Fraction dalit in total enrollment 0.98 0.98 0.99 1.01 0.98 1.01
Total enrollment 1.04 1.06 1.04 1.05 1.08 1.01
Fraction female in total
enrollment 0.94 1.6* 1.13 0.87 0.86 1.06
Fraction of teachers with
permanent contracts .88** 0.97 1.03 1.01 0.97 .844**
School age 1.03 0.91 .92* 1.05 .854*** 1.04
Hired private teachers due to
lack of quota 2.16** 0.92 0.93 1.39 0.94 1.20
Poor quality of desks 1.06 1.61 1.85 0.81 1.04 1.05
Have a computer room .509*** 1.65 1.21 572* .496** 1.31
Class size, 6th grade 0.87 0.82 0.93 0.95 . 784** 0.81
Toilets for teachers 0.86 1.39 2.18* 0.86 1.68 0.78
Primary, repetition rate 0.98 0.99 1.01 1.04 1.00 0.98
10th grade new student rate 0.98 1.00 0.99 1.01 1.00 0.95
First division percentage rate .986* 0.99 1.01 1.00 1.00 1.00
pseudo R-squared 0.09 0.10 0.17 0.09 0.11 0.09
chi-sq. 66.80 46.10 80.50 36.50 62.20 38.70

Source: Authors’ estimations based on the Combipughtitative Dataset.
Note: *, **, and *** indicate significance at 10%, 5% arid% level respectively.
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Table 7.8 Odds ratios: Logistic estimation resaftparental background and involvement relatedidar

and supports to reform

) ) Parents are Parents Parents Most of the
Perception question: highly closely communicate parents of public
(agree/strongly agree,  jnyolved in  monitor the their school students do
school academic academic  not understand the
activites at  progress of concerns at importance of
the school their children the school education

Variable, year (support) (support) (support) (barrier)
Geographic proximity measure of
competition

medium competition 1.16 1.04 0.55 3.13%**

high competition 1.02 0.81 0.52 4.01*
Subjective competition Wi .504* 0.68 0.97
Female literacy rate .698* 0.94 0.95 1.05
District dummy (1 = Kathmandu) 1.51 0.98 1.60 131 %x*
Urban dummy (1 = urban) 0.83 0.86 1.27 1.20
Population growth 1.06 0.99 1.00 0.98
Selective school 1.83* 2.25* 1.95* .532**
Total grade 9 school fees 1.01 1.01 1.00 1.00
Fraction dalit in total enrollment 1.00 1.00 1.01 0.98
Total enrollment 1.04 1.1* 1.01 .867**
Fraction female in total enroliment 1.53%+* 0.92 1.05 1.02
Fraction of teachers with permanent
contracts 1.02 0.96 1.01 0.98
School age 0.93 0.93 0.94 0.96
Hired private teachers due to lack of
quota 0.79 0.87 0.94 1.01
Poor quality of desks 0.80 0.51 1.25 0.89
Have a computer room .469* 0.92 0.93 1.68**
Class size, 6th grade 729** 0.84 0.99 1.00
Toilets for teachers 1.96** 1.27 1.86** 1.09
Primary, repetition rate 1.02 0.98 1.00 0.97
10th grade new student rate 1.00 0.99 0.98 0.99
First division percentage rate 1.01** 1.01* 1.01** 1.00
pseudo R-squared 0.16 0.11 0.11 0.15
chi-sq. 67.40 38.60 39.50 70.40

Source: Authors’ estimations based on the Combipaghtitative Dataset.
Note:*, **, and *** indicate significance at 10%, 5% arid% level respectively.
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Table 7.9 Odds ratios: Logistic estimation resafteeacher quality and effort related supports lbaudiers

to reform

Perception question:
(agree/strongly agree

Teachers with
less than three

Teachers with
more than 15

Public school:
lack incentives
to perform due

years of years of to politically
experience are  experience are appointed
excellent excellent teachers

Variable (support) (support) (barrier)
Geographic proximity measure of
competition

medium competition 1.33 0.83 1.42

high competition 2.47** 1.03 4.01%+*
Subjective competition 0.59 1.8** 0.79
Female literacy rate 1.01 0.78 0.82
District dummy (1 = Kathmandu) 6.17*** 0.77 3.02*
Urban dummy (1 = urban) 21 4% 1.12 0.66
Population growth 1.01 1.05 1.02
Selective school 2.21* 0.86 0.95
Total grade 9 school fees 1.01 0.99 1.04**
Fraction dalit in total enrollment 1.00 0.99 0.98
Total enroliment 0.98 0.99 0.94
Fraction female in total enrollment 1.15 1.03 0.86
Fraction of teachers with permanent
contracts 1.08 0.98 1.08
School age .891* 0.99 1.15
Hired private teachers due to lack of quote 273%** 0.83 0.69
Poor quality of desks 0.64 0.78 0.67
Have a computer room 0.94 1.26 0.78
Class size, 6th grade 0.81 1.02 1.08
Toilets for teachers 1.68 1.20 0.99
Primary, repetition rate 1.05 1.01 1.02
10th grade new student rate 0.98 1.00 1.00
First division percentage rate Q79%** 1.01 1.00
pseudo R-squared 0.18 0.06 0.16
chi-sq. 76.50 45.30 78.30

Source: Authors’ estimations based on the Combipghtitative Dataset.
Note:*, **, and *** indicate significance at 10%, 5% arid% level respectively.
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Table 7.10 Odds ratios: Logistic estimation resoftthe main reasons public schools lack motivat®mn

reform
Perception question: SMC Government
(agree /gtron ql a ree: Lack of members Lack does
9 gly agree, government do not care Too much Lack adequate or adequate job
monitoring & about external financial appropriate monitoring
accountability schooling pressures resources teachers the school

Variable (barrier) (barrier) (barrier)  (barrier) (barrier) (support)
Geographic proximity
measure of competition

medium competition 4.26*** 1.41 0.52 0.94 1.16 A441%*

high competition 4.12%* 1.49 0.61 1.00 1.33 0.46
Subjective competition 1.20 1.43 1.18 0.79 0.89 0.94
Female literacy rate .728* 1.12 1.06 1.00 2.03*** 1.11
District dummy 1.41 2.98** 0.63 2.80 1.25 1.43
Urban dummy 1.11 0.53 2.12 1.86 .336** 0.60
Population growth 0.99 0.98 1.00 1.00 1.01 0.98
Selective school .514* 1.02 0.69 0.88 1.95 1.15
Total grade 9 school
fees 1.02* 1.01* 1.02* 1.03*+* 1.02 1.00
Fraction dalit in total
enrollment 0.99 1.05* 1.00 0.99 1.03* 0.98
Total enrollment .914* 1.01 1.00 1.00 0.93 1.04
Fraction female in total
enrollment 1.13 0.95 1.34 111 0.91 712+
Fraction of teachers witt
permanent contracts 0.92 1.06 0.96 1.03 0.95 1.06
School age 1.05 0.96 1.11* 0.99 0.97 0.93
Hired private teachers
due to lack of quota 0.68 0.78 1.55 2.44%* 10.5%** 1.69
Poor quality of desks 0.96 1.03 2.16** 1.22 0.92 0.99
Have a computer room 1.64* 1.20 1.25 342+ 0.59 0.66
Class size, 6th grade 0.95 1.13 1.22* 1.08 0.86 1.20
Toilets for teachers 1.37 0.83 1.58 1.61 1.82 1.45
Primary, repetition rate 1.02 0.99 1.00 1.04 1.03 1.00
10th grade new student
rate 0.99 1.01 1.01 1.00 1.02** 1.01
First division percentage
rates 1.00 .983** 0.99 0.99 .988* 0.99
pseudo R-squared 0.12 0.08 0.11 0.13 0.18 0.09
chi-sq. 51.60 36.40 84.70 60.80 119.00 53.90

Source: Authors’ estimations based on the Combipaghtitative Dataset.
Note: *, ** and *** indicate significance at 109%% and 1 % level respectively.
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CHAPTER 8
DOES PRIVATE COMPETITION IMPROVE PUBLIC SCHOOL QUAL ITY OR

INCREASE THE STRATIFICATION OF THE EDUCATION SECTOR ?

Abstract

In this chapter, | contribute evidence to addresstindamental debate in school choice,
whether competition leads to improvements in puiticool outcomes or increases stratification.
| utilize a 4-year longitudinal dataset of 212 peilslecondary schools to analyze the associations
between public school outcomes (test scores, emeal]), public school policies intended to
improve outcomes, and measures of private competith order to address stratification, |
compute locality-level relative ratios of the patdichool outcomes and all locality school
outcomes. | attempt to improve the causal inferafiche analysis by utilizing fixed effects
estimation (for the time-varying private marketrgheompetition measure) and instrumental
variable strategies (for all test score based onécmeasures). | find no discernible evidence to
suggest that public schools that are located ihdrigompetition regions have higher test score
outcomes, after controlling for community and sdrad@racteristics. In addition, policies
instituted to emulate private schools have nobgein able to stop the enrollment hemorrhage
from public schools. The most consistent evidemmores from the locality-level stratification
analysis. | find that localities that have highawvate market penetration are likely to have larger
gaps between public and private school test samteearollment outcomes. Significantly, the
fixed effects estimation suggests that the gagsudent pass rates and grade 1 enrollment have
widened in recent years with an increasing prigattor. Despite the limitations of the causal
analysis, the evidence from the Nepal case is stamiwith previous analysis from Chile and
New Zealand, which suggested that a key consequaEnoeegulated choice is the stratification

of the education system.
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Introduction

A central question in the school choice debatehisther public schools will improve as
a result of experiencing competition from privatb@ols or whether providing choice will
instead lead to more stratification of the societgwever, there is scant evidence on the
outcome and sorting consequences of increasedechogeveloping countries. In chapters 6 and
7, 1 described how public schools respond to peampetition and the constraints and supports
they face while trying to stay competitive. Thembte goal of these policy changes is to
influence student performance as it is the mostessible gauge of school quality that influences
parents’ schooling decisions. Therefore, it is @gportant to understand whether privatization
and policy responses to competition are having el effects on school outcomes.

In order to address research gaps in the outcateestlire, | conduct longitudinal
analysis of the associations between school outs@test score performance, enrollment),
competition measures, and school responses ichihster. | utilize fixed effects regressions and
instrumental variable techniques to improve thesahinference of the analysis on how test
scores are affected by competition measures. | shawpublic schools that experience higher
competition, that is, public schools that are ledah regions with higher private market share or
that have a high number of private schools in thewgraphic proximity, do not have discernibly
different test scores outcomes compared to pubhods located in regions with lower
competition. Rather, there is suggestive evidefctratification as localities with higher private
penetration have a greater gap between privatpuaicc school test score outcomes than
localities with lower private market penetration.térms of the policy responses attempted by
public schools in order to stay competitive, pulitiools that have implemented policies to add
instructional time (by lengthening their school dayadding remedial classes) appear to have
higher average mathematics test scores, and higinebber of students meeting high and low

proficiency cut-offs. On the other hand, policypesses that were initiated in order to improve
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enroliment have not yet been successful in ab#tiegutflow of students. For instance, public
schools that have added English medium of instwadre significantly more likely to have
lower enrollments in grade 1. It is important taenthat the findings on the linkages between the
policy responses and student outcomes (test s@aresiment) may indicate reverse causality.
For instance, public schools that suffered enralinhesses a few years ago were probably more
inclined to feel the need to introduce policies; imay not yet have been able to regain parental
trust. Similarly, public schools that have highesttscores are likely to have more favorable
conditions, and to have the resources to add reinedsses or lengthen the school day.
Conceptual Framework and Research Questions

The chapter follows an economics of education agugrao estimate the impact of
competition on test score outcomes. As discuss#ukifiterature review, competitive effects are
typically studied in quantitative models by conegpizing student outcomes as a function of the
competition measure and school and community categi(Payne, 2010). A central issue in
these analyses is in conclusively identifying tbenpetitive effect — that is, how can one
determine whether any fluctuations in outcomescausedby the competition public schools
face and not by other factors such as the existeing®re schools in urban markets predisposed
to higher outcomes? (Dee, 1998; Geller, Sjoquidt\&falker, 2006; Thapa, 2012a). Some of the
problems in the estimation may include the fact pravate schools may be able to attract a
higher caliber of students (“cream-skimming”), g school entry may be significantly related
to public school quality, and the estimation maytarlevant variables. To improve causal
inference, these analyses typically require lomtjital data, information from before and after

policy changes, or instrumental variable (1V) stgied® for cross-sectional datasets

*9In IV estimation, the first-stage regression méi the competition measure as the dependent lariab
with the instrument and other explanatory and abmariables. Then, the fitted values from thetfgtage
regression for the competition measure are sutetiiato the second-stage regression of outcomes on
competition and other variables.s
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(Wooldridge, 2009). The lagged value of competii®a measure that has been previously
utilized in the competitive effects literature ((&e] et al., 2006). In order to analyze the
relationship between policies and outcomes, | egfee the literature on accountability systems
and competitive effects of competition (Rouse £t24107) to model the linkages between key
policy adoptions, competition measures, and outsonmeorder to understand the sorting
implications of unregulated choice, | analyze tative outcomes (the ratio of public school
outcomes and all outcomes) through a locality-lewellysis, in reference to Hsieh and Urquiola
(2006).

The research question addressed in the chaptdovgis the extent of private
competition linked with public school outcomes goutblic school responses? The specific
guestions that are analyzed are the following:

(1) Do public schools in higher competition regions dnaetter outcomes (test scores,
enrollment) than public schools in low competitiegions?

2 What is the relationship between outcomes (tesescenrollment) and public school
responses that intend to improve those outcomes?

3) Do localities with higher private competition haaeger gaps between public and
private school outcomes (test scores, enroliméat) tocalities with lower private
competition?

Data and Methods

Data Sources
Given the data limitations in the Nepal contexg dlata collection strategy included

primary and secondary data collection that was ¢eteg over a two year period. | compiled a

4-year (2007-08 to 2010-11) school-level longitadidataset of 212 public schools by

combining a competition-focused principal survepnduacted for the dissertation, national school

records on education indicators (the EMIS databasé)national records on high-stakes
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examination performance (the OCE database), andhconty characteristics from the national
population census (Census databasé)efer to the data set here as “Combined Quativiit
Dataset - School-level sample” for simplicity. Tdependent variables are various school
outcomes from the end of high schoof"Ifdade examination results and school enroliment in
grade 1. The competition measures are the privatkenshare and geographic proximity
measures. These dependent variables, competitiasures, and explanatory variables used in
the analysis are described more fully in the Desige Statistics sectigh In order to conduct
locality-level analysis, | simply aggregate the@aHevel statistics for all dependent variables,
competition measures, and the explanatory andaordriables. In reporting the results, | refer
to the locality-level dataset as “Combined QuatititaDataset -locality-level sample” for
simplicity.
Models

In order to address Research Question 1, | testyihethesis that public schools that
face higher competition will have better outcontest(scores, enroliment) than public schools
that face less competition (Thapa, 2012).

The most comprehensive specification of the fiesto§ models estimated is of the
following form:
Yot = a + BcCpt + fiXpt+ fyYprnyt PoD +& (Model 1.1)
* Y, = school-average mathematics scores, school{mss percentage rates, or school-level

first division percentage rates in public schoat gear t (used separately)

*0 The datasets merged to develop the competitiarséat dataset used for the analysis are described in
greater detail in Chapter 4, Data and Methods,naaped in Figure 4.1.

*1 Appendix 8.1 displays descriptive graphs of atcome measures, competition measures and
explanatory variables used in the model specificesti
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C, = measures of competition faced by the public sthqPrivate market share at the VDC
or ward level in year t (psvw); or the number df/ate secondary schools in close
geographic proximity in 2011-12 (cobj)) (used sepely)

Xot = school characteristics in year t, including itstadent enroliment (time-variant)

Y oi-1)= lagged test score outcome (used separately)

D = community and school characteristics (time-masat)

The models estimated for enrollment as the depeéndeiable includes a lagged school

outcome, the percentage of students who achiexgdifvision pass rates (scored over 60%)

since enrollment is likely to be associated with sichool's performance. The model

specification is of the following form:

Eq: = enrollment in grade 1 in school p in year t

C, = measures of competition faced by the public sthqPrivate market share at the VDC
or ward level in year t (psvw); the number of ptesaecondary schools in close geographic
proximity in 2011-12 (cobj)) (used separately)

Xot = school characteristics in year t, includingtfolsvzision pass rates in year t-1 (time-
variant)

Eo1= enrollment in grade 1 in year t-1

D = community and school characteristics (time-iasat)

In order to address Research Question 2, theaesdtip between outcomes (test scores,

enrollment) and policy adoptions intended to imgrdvose outcomes, | run two models. Firstly,

| analyze the association between test score ows@md the school’s adoption of interventions

focused on increasing instructional time (coachulagses for weaker students, extra classes for

weaker students (remedial classes), and lengthéimengchool day). These interventions are
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guasi-private instructional efforts that argualiipsld have a direct impact on test scores. | test

the hypothesis that schools that have adopted fi@mges at least two years earlier will have

higher test score outcomes than schools that hatvedopted these policies.

Yor = & + BSp2)t BcCot + BXptt + ByYpes) +foD +é (Model 2.1)

* Y, = school-average mathematics score in public dghooyear t; school-level pass
percentage rates in public school p in year t; selewel first division percentage rates in
public school p in year t

*  Sy2 = Whether school p has adopted the policy of cogotiasses for weak students in
year t-2; whether the school p has adopted theyofiadding extra classes for weaker
students in year t-2; whether the school p hastemgd the school day in year t-2

» C, = measures of competition faced by the public stpqPrivate market share at the VDC
or ward level in year t (psvw); the number of ptezaecondary schools in close geographic
proximity in 2011-12 (cobj)) (separately analyzed)

*  Y,e1)= test score outcome in year t -1

* X, = school characteristics in year t, including émment (time-variant)

* D = community and school characteristics (time-mesat)

Secondly, | analyze the association between eneolinpolicy adoptions and the test
score outcomé$ | test the hypothesis that schools that havetadagertain “private-mirroring”
policies with the express attempt to attract sttsléadopted English medium and added ties and
belts to their uniforms), are likely to have higlearoliment. | utilize two-year lagged values of
policy adoptions since it is likely that it willka some time for communities to hear of and trust

the improvements in the public school efforts.slbahclude lagged test score outcomes, the first

*2 The selection of the key policy responses usethfoanalysis were based on interviews with 30ipubl
school principals who shed light on the possiblemaaisms via which enrollment and test score ouésom
could be linked to policies. A brief discussionpolicy- outcome mechanisms are presented in Apgendi
8.2.
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division pass rates, since schools that have higiséiscore outcomes are likely to attract more

students. In essence, Model 2.2 analyzes if theramy changes in parents’ acceptance of public

schools in response to public school policy efforts

Ept = a + BSpat BrYpen) t BcCort PeEpr) +AXit+ foDte (Model 2.2)

* Ex = enrollment in grade 1 in public school p in titne

*  Sy2 = Whether the public school p has adopted thei&mghedium of instruction in time t-
2: whether the school has added ties and belishimo$ uniforms in time t-2;

* Y1 = school-average first division rates in pubttbsol p in year t-1;

» C, = measures of competition faced by the public sthqPrivate market share at the VDC
or ward level in year t (psvw); the number of ptesaecondary schools in close geographic
proximity in 2011-12 (cobj));

* Eyry = enrollment in grade 1 in year t -1;

» X, = school characteristics in year t (time-variant)

e D = community and school characteristics (time-mesat)

In order to address Research Question 3, | corallottality-level analysis of relative
outcome measures, defined as the ratio of a lgsapublic school outcomes and the locality-
wide average. The locality is a government defiaesh, such as a village development
community or ward. The relative outcome measum®mputed as the ratio of the public school
outcomes to all school outcomes in the localityst the hypothesis that the communities that
have higher or growing competition have worse nadabutcomes (test scores, enrollment).

These measures have been developed in refereqtseeio and Urquiola (20083, who utilize

>3 The Hsieh and Urquiola (2006) strategy was useed because like in Chile, there was differential
growth in private market share in different lodalt based on community trends. However, thersare
important differences. Firstly, while the chang@iivate market share occurred in Chile as a regulte
adoption of a voucher program in 1982, in Nepaldh@nges in private market share occurred because
private schools were re-allowed to exist in théyeB®80s. Secondly, while Chile had specific comesin
that handle schools and other public services, Negmlocalities but no regulations governing where

224



community level definitions to provide suggestiwedence for the indirect measure of sorting.
The authors argue that the measure can be useekbtsune sorting since test scores are a by-
product of both sorting and productivity changeamy community that has seen changes in
private market shares.

The model specifications for locality-level tesose outcomes are of the following form:
RYy = a + BcCyt + BuXit + PoDi + Py Yy + € (Model 3.1)
* RY, = ratio of the locality’s weighted average public school test score ouésoamd the

locality-wide weighted average test score outcof@ipublic and private schools) in year t
* C, = measure of competition at the locality leveigte market share in the locality year t,

average number of private secondary schools inrgpbge proximity to the public schools

in the locality, 2011-12) separately

* Y1 = locality-level weighted averages of the pulsiihool outcomes in year t-1

* X, = average characteristics of the public seconselngols at the locality level in year t
(time-variant)

* D, = average community characteristics in the logdtitme-invariant)

The model specifications for locality-level graderiroliment are of the following form:
REc: = a + fcCct + fuXi + foD) + feEry + fv¥eny & (Model 3.2)
* RE =ratio of the locality’s average public schochde 1 enroliment and the locality-wide

average grade 1 enrollment (all public and prig&teools) in year t
* Cc = measure of competition at the community levelvgie market share in the locality

year t, average number of private secondary schiwgeographic proximity to the public

schools in the locality, 2011-12) separately

children need to go to school. While students astyuattend schools in their localities, one cariot
absolutely sure to consider these as different etsrR hus, the locality definitions in the Nepadeare
less accurate definitions of “markets” compareth®Chilean case.
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* Ety = locality-level average public school enrollmenyear t-1

* Y1 = locality-level average first division pass perage rates in year t-1

» X;=average school characteristics of public seagnsighools at the locality level in year t
(time-variant)

» D, = average community characteristics in the loggtitme-invariant)

Estimation Strategies

| first estimate the models with OLS by poolingalatrer the four years for which data
are available. In order to utilize the longitudimalture of the sample, | then run random effects
and fixed effects regressiofis The fixed effects estimation also addresses sfrtiee
endogeneity issues since it controls for time-irar@rcommunity or school trends and only
captures the within-school or within-locality varmms. In the model specification, | added
population growth data in order to control for & kee-existing trend that could be correlated
with private sector growth.

In addition, | utilize the well-known solution afistrumental variable estimation to
attempt to resolve the endogeneity problem foitékescore outcomes in the school and
community samples. The instrument used in the aigly the number of private schools that
existed in 1982. | argue that this measure is @ gostrument because the number of private
schools in the early 1980s, when private schoote we-allowed to enter the Nepalese market, is
likely to be correlated with the current numbepaWate schools or private market share, since
private schools in Nepal were likely to enter iras with higher market potential. However, the
historic number of private schools should not hamg direct impact on the current public school

test score outcomes. Given the time-invariant madfithe measure, | do not use IV estimation

**| utilize a Hausman test (or the Sargan-Hansessglsitatistic) to test whether the fixed or random
effects should be used. While the Sargan-Hanséstgt@uggests that the fixed effects model is
preferable in this analysis, | present the analggisll types of regressions that | attempted.
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for the fixed effects estimation. | also do not destimation for the enrollment dependent
variables since the validity checks did not suggesineed to use 2SLS over OLS methods.
Variable Description and Descriptive Statistics
Dependent variables

The dependent variables for Model 1.1 (and ModEl are three school-level outcomes
based on the high-stakes School-Leaving Certifi(at€s) examination that is taken by all
students at the end of high-school'{flade) in Nepal. These measure are the schodl-leve
average raw mathematics test score (0 to 100pdieentage of students who passed in the SLC
examination (scored over 32%, a low proficiency souea) and the percentage of students who
got first division results in the SLC examinati@egred over 60 %, a high proficiency measure).

As shown in Table 1, the test scores and the peoidy measures show that public
schools have improved results between 2007-08 @h@-21. For example, the median school
passed 64% of its students in 2007-08, while théiameschool passed 80% of its students in
2010-11. However, the descriptive statistics atgticate high variation in school performance
across public schools, and suggest that learnireddere quite poor overall. For instance, the
worst performing school in 2010-11 was only ablgébless than 15% of its students to secure
passing grades. The dependent variable for Mo@elahd Model 2.2) is the enrollments in
grade 1. The descriptive statistics show that tediam enrollment in first grade for the public
secondary schools in the sample has steadily desmideom 44 students per school in 2006-07
to about 31 students per school by 2011-12.

The dependent variables for Model 3.1 are the iyekevel relative test score outcomes.
The relative test score outcomes are (1) the odtibe weighted average public school
mathematics score outcomes and the locality-widghted average mathematics score of all
public and private schools; (2) the ratio of theghieed average first division pass rates in public

schools and the locality-wide weighted average @ingsion pass rates; and (3) the ratio of the
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weighted average pass rates in public schoolshentbtality-wide average pass rates of all
public and private schools. The descriptive siaiof the relative measures suggest that public
school students are on average performing relgtoetently but that there are some localities
where public schools are performing far worse fmavate schools. For instance, the median
relative mathematics score is 0.88. However, inestooalities the ratio of public school average
score to locality-wide average scores is as lo@.4S.

The dependent variable for Model 3.2 is the ratithe average first grade enrollment in
public schools and the community-wide average énasit in grade 1 in all public and private
schools. In the median locality, the public schengtrage grade 1 enrollment was 0.61 times the
overall grade 1 enrollment in 2007-08. The enrofihgata suggest that private schools have not
only rapidly expanded but also, on average, have simdents than public schools. Moreover,
the median locality’s public school average gradamblment was 0.53 times the overall grade 1
enrollment in 2010-11. These trends suggest tleaéthas been a further decline in enrollment in
public schools in recent years as more parentssehpovate schools for their young children.

The descriptive graphs in Figure 8.1 show the aa8on between the four relative
outcome measures and private market share. Obyjoukén there are few private schools in
the locality, the public schools’ relative testiare close to 1. There is a clear negative
relationship between the relative measures antbdadity’s private market share.

Competition measures

The key explanatory variables of interest are thaetition measures. As shown in the
descriptive statistics in Table 8.2, the privatekaashare have grown from about 37% of total
enrollment in 2006-07 to about 46% of the enrollbv@rare in 2011-12. While there has been
substantial private sector growth in the six-yeaniqu, the data also suggest that these two

districts have had a longer history of high prization. The second measure of competition, a
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geographic proximity definitiofi, was derived from the principal survey questicat #isked
school principals to list the number of schoolshimtone kilometer of the school. The
descriptive statistics suggests that on averagee tlvere four private secondary schools in close
geographic proximity to the public schools in 2Q12L-The descriptive statistics of these
measures demonstrate that there is wide variatitimel extent of competition in the localities in
the districts. That is, along with growing privai@mpetition, there continue to be more scarcely
populated or rural regions that have few or nogigvschools in the locality.
Other explanatory and control variables

As shown in the descriptive statistics in Table 8iBclude community characteristics,
and school-level explanatory variables and othatrobvariables in the empirical specifications.
The important explanatory variables include whetherschool is selective (requires an entrance
examination test), the proportion of students wieofamale and dalit (indicators of
disadvantaged populations), school age, and thestient admission rate in grade 10. While it
would have been ideal to have more indicators d#agrstudent and teacher backgrounds, the
variable selection was based on data availabitity guality.

Instrumental Variable Validity Check

After conducting correlational analysis and firsige equations based validity checks, |
confirm that the instrument is valid and a stronggdgctor of both competition measures. As
shown in Table 8.4, the basic correlation betwbesd measures shows that the instrumental
variable, number of private schools in 1982 (nvw)9&s fairly highly correlated with the
competition measures (between 0.48 and 0.50),saleds correlated with the school-level

outcome measures (between 0.20 and 0.25). Thetyelmlel relative outcome measures are

%5 The geographic measure may more accurately repirés=extent of competition experienced by the
private school than the private school market shaasure because parents are not restricted bygzoni
regulations in their choice of school. The privatarket share definition of competition is time-vagy
and thus useful for fixed effects estimation.
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slightly negatively correlated with the instrumdntariable. The instrumental validity checks
from first-stage equation results show that theexss to be some support for the use of 2SLS
over the OLS method. Table 8.5 displays first-steqy@ation results of the instrumental variable
on the competition measures which demonstratdlteanhstrument appears to be a significant
predictor of both the private market share and gagaitic proximity competition measurés
Results
Do Public Schools in Higher Competition Regions havBetter Outcomes (Test Scores,
Enrollment) than Public Schools in Low CompetitionRegions?

Table 8.6 provides a summary of the estimatesettdmpetition measures on the test
score and enrollment measures utilizing a variégstimation techniques (pooled OLS, random
effects, fixed effects, and IV estimation for pableLS and random effects). Overall, | find that
there is no consistent, statistically significaiftedence in test score outcomes between public
schools that face different levels of private cotitjpe after controlling for other explanatory
and control variables.

For the regressions with mathematics test scotieeadependent variable, the pooled
OLS regression results without covariates indithd a 1 percentage increase in private market
share is associated with a 0.06 point increadedrs¢hool-average mathematics test score, which
ranges from 0 to 100. In standard deviation tearks SD increase in private market share is
associated with a 0.15 SD increase in mathemastsstores. After instrumenting for
competition, with the number of private schoolsira0 years ago, the coefficients rise in
magnitude. However, the coefficient seizes to gaiicant after the inclusion of other
explanatory variables into the model. The randdieced specification results follow patterns
that are similar to the pooled OLS results. Thathisre isn’t a significant relationship between

competition measures and the mathematics test atterecontrolling for covariates. The fixed

% Further detailed tables and discussion of thetnsgntal validity checks are provided in Appendig.8
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effects specification also gives somewhat siméguits. However, the main difference is that
the relationship between the number of private slshand the mathematics test score is found to
be negative to begin with.

The results for the high proficiency outcome meastire percentage of students who
scored above 60% in the SLC examination, yieldslaimesults. For instance, while increasing
the number of private secondary schools by 1 sancodases mathematics scores by 0.92 points
(weakly significant at the 10% level), the coeftici is not statistically significant after
controlling for other variables.

The results for the low proficiency measure, theeeetage of students who scored
below 32% in the SLC examination, are not consistenoss specifications and competition
measures. The geographic proximity (cobj) measuggests that the positive, significant
relationship between school pass rates and congpetiteasures becomes negative and
significant after controlling for other variablédowever, the estimate becomes positive and
insignificant in the instrumental variable estiroati In addition, the private market share (psvw)
measures do not indicate any sign of a negatiegioakhip, except in the statistically
insignificant results from the fixed effects esttioa.

In terms of enrollment, the OLS and random effestsmates show that public schools
in higher competition regions appear to have higimeoliments in grade 1 compared to public
schools in lower competition regions. Using thegte market share definition of competition, |
find that the enrollment is not significantly reddtwith competition once one controls for lagged
enroliment data. In contrast, the geographic prayimeasure for competition finding suggests
that having a higher number of private schooldase proximity is associated with higher
enroliment, even after controlling for communityacacteristics such as population growth and
urbanicity. The difference in these findings mayalteibutable to the fact that the public schools

that are surrounded by private secondary schoelsare likely to be in the densest urban
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neighborhoods. | do find the fixed effects restriten the private market share analysis to be
consistent with the anecdotal discussions. Théhésfixed effects estimation results suggests
that public schools that are in localities thaténaxperienced private market share growth in the
4-year period between 2007-08 and 2010-11 havesa|serienced a significant reduction in
grade 1 enrollment.

The coefficients on the other explanatory variabkege the expected signs, and suggest
that public schools that have more favorable camatand are in higher demand are more likely
to have higher test score outcomes and higherlerot. Specifically, the other explanatory
variables’ that were frequently significantly correlated wigist score outcomes included:
whether the school had conducted any entrance egaiomns or not (positive association),
school fees (positive association), whether theasidhad a computer room or not (positive), the
school’s age (negative), the fraction of newly atiedi students in grade 10 (negative) and the
district (Kathmandu has higher test scores). Sanieecexplanatory variables that were
significantly associated with enrollment includeagrant population (positive association),
selectivity of the school (positive), age of théaal (negative), repetition rates (positive), and
the percentage of teachers with less than a bathdkegree (negative).

Public schools in Kathmandu valley are likely tavdadnigher test score outcomes and
enrollment, suggesting that there is greater emgploastest scores in the larger district. The
inclusion of the lagged dependent variable impraliesgoodness of fit of the model, and has a
statistically significant and sizeable positiveasation with the test scores and enroliment
measures. However, in the fixed effect estimatienlagged dependent variable is negatively

associated with the outcomes.

*" The detailed results are presented in the 18gablappendix 8.4.
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What is the Relationship between Outcomes (Test Ses, Enrollment) and Public School
Responses that Intend to Improve those Outcomes?

In this section, | summarize how outcomes (testes;enrollment) are associated with
the policies adopted by the public schools. TablesBmmarizes the regression results between
test score outcomes (mathematics test score asaaipke), the policy adoptions targeting
instruction (coaching classes for weaker studentsa classes for weaker students), and
measures of competition. Table 8.8 summarizesateession results between enrollment in
grade 1, policies adopted to boost enroliment (stbgnglish medium, added ties and belts),
and measures of competitin

As shown in Table 8.7, | find that there does m@&ns to be any association between
student test scores and the fact that they hayetedicoaching classes for weaker students two
years ago. However, the schools that added remedsdes for weaker students two years ago
seem to have higher mathematics test scores thaolsahat did not have remedial classes. For
instance, the pooled OLS regression results, wtoctirols for lagged test scores and other
variables, suggests that the school had instittgerddial classes for weaker students two years
ago had 0.74 points higher mathematics scores aathpa schools that had not instituted these
remedial classes two years ago. The fixed effecdetresults suggest that schools that had
opted to have longer school days at least two yagoshad over five points higher mathematics
scores compared to schools that had not lengthéegdschool day.

The results for the enrollment in grade 1 as depeingariable, shown in Table 8.8,
suggest that an increase in private competitidinkgd to a decrease in public school
enrollment. Perhaps surprisingly, the associatetween school enrollment and policies

intended to improve enrollment (school’'s adoptibiEnglish medium, adding ties and belts to

*8 The detailed results of all models linking outceméth policy responses are presented in the 18¢ab
in Appendix 8.5.
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school uniforms) is negative for all empirical siieations. This association may be a product

of reverse causation — that is, schools that hgdrb®sing enrollment a few years ago may have
been the ones that started adopting these poésiafiorter term fixes in the hopes of stemming
enrollment declines. The empirical specificatiomsitry to control for this reverse causation by
including lagged enrollment in order to capturesgrg trends in enrollment, and by using
lagged policy adoption data. An implication of tadgdings may that the schools have not been
able to regain parental trust despite their bdsttst For instance, parents may still want to
attend private schools due to the easy accessvitgschools, and the lack of trust that the
public schools will be able to make serious improgats with these recent changes.

Do Localities with Higher Private Competition havelLarger Gaps between Public and

Private School Outcomes (Test Scores, Enrolimenthan Localities with Lower Private
Competition?

As shown in Table 8.9, the relative outcome measare consistently, significantly
negatively associated with competition measuresirfstance, the pooled OLS specification
without controls suggests that a 1% increase wapgimarket share is associated with a 0.004
decrease in the ratio of the public mathematicsesand the overall locality mathematics score.
In standard deviation terms, these results imgy #hl SD increase in private market share is
associated with a substantial 0.78 SD decreaseiretative mathematics test scores. Similarly,
a 1 SD increase in the number of private seconsigrgols that are in geographic proximity is
associated with a 0.68 SD decrease in the relatatbematics scores. The statistical
significance and magnitude of these results arestaio added controls, random effects
specifications, and instrumental variable spediiices. The fixed effects specification estimate
show that the relative mathematics test scoreaegatively associated with private market

share, but these results are not statisticallyifsigmt.
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The results for relative pass rates and first thmisates in the locality show similar
negative results. The main exception is that thienases for the relative pass rate measure are
weakly significant (at the 10% level) even for thed effects specification. That is, after
controlling for all time-invariant measures, théaals that are located in growing private
markets have experienced widening gaps betweeatprand public school pass rates. The
relative enrollment measure also indicates thatlibes with higher private competition have a
larger gap between public and private school ementits in grade 1. The fixed effects
specification suggests that schools in localitieg have grown over the past four years have
seen growing gaps between private and public schayhge grade 1 enrollments.

The other explanatory variables that were signifilygassociated with relative locality-
level outcomes include: average school selectofitthe locality’s public secondary schools
(positive association), district (Kathmandu hassearelative outcomes), average fraction dalit in
locality’s public secondary schools (negative aggmmn), average fraction female in locality’s
public secondary schools (positive associatiorgragye student to teacher ratio in locality’s
public secondary schools (negative associatiom) tla average share of teachers with
permanent contracts in the locality’s public se@gdchools (negative associatidnY he fact
that Kathmandu district, which has the larger gevaarket, has worse relative outcomes
compared to Chitwan, is consistent with the notf@t more private schooling leads to higher
stratification. Similarly, localities with publicckools that have high dalit populations, larger
class sizes, and more teachers on permanent csrdgmear to have relatively worse otucomes,
which are consistent with the suggestion that pudahools face difficult to educate student
populations, and less flexible teachers. It is &dgacal that localities with more selective public

schools are able to shore up average relative mgso

% The detailed results of all relative outcome medek presented in the 18 tables in Appendix 8.6.
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Discussion

Public schools in Nepal are widely perceived bydaoaics, policymakers, and the media
to be worse performers in comparison to privat@slsh All of the existing large-scale studies
on Nepal, albeit based on the same comprehensigs-sectional dataset from 2004, have
found that private schools have better high-stgeeformance than public schools, even after
controlling for student, school and community clutedstics. These findings remain robust to
various sophisticated nonexperimental techniquesh as propensity score matching (Thapa,
2012) or careful sample selection and instrumesgtable strategies (Sharma, 2012). The
existing competitive effects evidence on Nepal,jmgaing 2004 data, shows that public schools
that experience competition have better studenhsteses than public schools without private
competition when one uses the instrumental variabtaotorable road (Thapa, 2013). In
essence, these findings suggest both the supgridnirivate schools and a likely positive
impact of private schools on public school outcames

However, in my analysis of more recent data onaugs in the high privatization
districts | do not find evidence of a causal, digant or sizeable relationship between measures
of competition and test score measures. While $se@ation between competition measures and
outcome measures were significant without covasjdtee inclusion of explanatory variables
removes this association. The differences betweefindings and Thapa (2013) may in part be
attributable to different sample sizes, differemtes of study, and the use of different
instrumental variables. The lack of a significaninpetitive effect suggests that while schools
that are located in high competition regions mayetglightly higher test scores than schools in
lower competition regions, the effects may belattable to other factors, such as school
selectivity, age of the school, and community cbemastics rather than competition itself. A
lack of competitive effects evidence is not allttbarprising since it may be presumptuous to

expect major improvements in public schools withgighificant competition-related
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accountability pressures. The only accountabilischanism that has currently been instituted in
Nepal, the per-child funding system, may haveatgtl reforms in schools but this may not yet
be transitioning to test score or parental accegtamprovements.

In my analysis of the association between laggéidyadoptions and current
enrollment, | do not find any evidence to suggeat tecently implemented policies that have
been instituted to boost enrollment have had thesired effect. The finding may imply that
school policies have not been implemented for lengugh to be able to reverse on-going
enroliment trends, given the easy availability o¥g@te schools and the prevalent stigmatization
of public schooling. However, | do find that sci®that have adopted policies of lengthening
the school day and adding remedial classes haterhigst score outcomes. These results are not
surprising and suggest that adding targeted insbnal time is important for improving high
stakes outcomes. Still, the schools that mentidin@idthey had additional targeted coaching
classes for the high-stakes examinations did na¢ Bagnificantly better test scores than schools
that did not have targeted coaching classes. Tdedigional findings suggest that targeted
teaching to the test last minute just for weakedeshts do not contribute to test score results as
much as instituting remedial classes or longer aglctimys throughout the schooling cycle. While
these findings are suggestive, it is importantdterhat it is difficult to make a causal argument
linking public school policies and school outcomg®en there are no exogenous variations in
the policy interventions or records on implemewtaif policies that can be exploited for
identification.

I find more compelling, suggestive evidence oftgtcation between the public and
private systems. The relative locality-level outeomeasures, the ratio of public school
outcomes and all school outcomes, are consistantysignificantly negatively associated with
competition measures. That is, | find that thereigher gap between public and private school

outcomes (test scores, enrollment) in higher competregions than in lower competition
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regions. Moreover, the fixed effects estimationggasts that schools in localities that have
experienced recent increases in private compettrermore likely to have widened the gaps in
student pass rates and early grade enrollment betpugvate and public schools. As discussed
by Hsieh and Urquiola (2006), a growth in the gapMeen public and private school outcomes
can have several explanations. A potential intéapion of these findings it that as more parents
lose trust in the public schools and gravitatertegpe schools, the public school officials have to
work with an increasing concentration of highlyatigantaged and vulnerable populations that
are not able to dedicate as much effort to schgomother explanation for a large gap between
public and private school outcomes may be thatpeigchools have entered where public
schools were already failing. The history of prevathool expansion in Nepal seems to suggest
that private entry is associated with urbanizatiod market potential rather than specific public
school failures. While it is near impossible toesigangle the sorting and outcome effects of
long-term privatization, it is perhaps more likéhat the causality runs in the opposite direction.
That is, the long-term growth in private schoolingy have contributed to current public school
examination performance. Perhaps the most likghyamation for the larger gap between public
and private schools in high privatization loca#tie that the high number of private schools in
the market may have motivated private schools tbelter to ensure their competitiveness,
while public schools were less affected or motidadee to lack of bureaucratic pressures and
other barriers.

In conclusion, public school outcomes are not saigtlly better in high competition
regions than in lower competition regions, desttitefact that they have more exposure to high
performing private schools. This finding contrasglitte Friedman (1962) argument that
competition will automatically lead to better puabdichool performance. Instructional time
focused policies are associated with higher temtescwhile policies to boost enroliment have

not yet stemmed the enrollment hemorrhage fromipsibhools. The dominant finding from the
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analysis is that public schools that exist in lgezd with higher private market penetration seem
to be far behind the area’s private schools, wridhkely to be reflective of both higher private
sector performance and more stratification. Thdip@ighools in high private share regions
appear to be caught in a vicious cycle of fallimgoiments and worsening relative test scores.
These findings are consistent with the evidencef@hile (Hsieh and Urquiola, 2006) and New
Zealand (Fiske and Ladd, 2000) which suggest tipgedominant effect of long-term,

unregulated school choice is the stratificatiothef system.
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Chapter 8 Figures and Tables

Relative Mathematics Score and private market share
2007 2008 2009 2010

Relative Mathematics Score

™ T ™ T T
100 0 50 100 0 50 100
private market share

® Scatter Linear fit ‘

Graphs by year

Relative First division and private market share
2007 2008 2009 2010

Relative First division rates

100 0 50 100 0 50 100
private market share

‘ ® Scatter Linear fit ‘

Graphs by year

Relative Pass percentage rates and private market share
2007 2008 2009 2010

12

Relative Pass percentage rates

™ T
100 0 100
private market share

® Scatter Linear fit ‘

Graphs by year

Relative Grade 1 enrollment and private market share
2008 2009 2010

Relative Grade 1 enroliment
5
h

- - T
100 0 50 100 0 50 100
private market share

‘ ® Scatter Linear fit ‘

Graphs by year

Figure 8.1 Relative outcome measures and privatkanshare
Source: Authors’ calculations based on the Comb{edntitative Dataset.
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Table 8.1 Descriptive statistics of the dependenibles

Variable Obs Mean Std. Dev. Median Min Max

Dependent variables for school-level analysis (M®deand 2)
School-average mathematics test scores in the Sa@iration (mat)

2007-08 202 39.6 9.4 38.6 16.7 72.2

2010-11 212 53.0 12.1 52.5 21.3 93.4
Percentage of students who passed in the SLC eatiornir(scored over 32%) (ppct)

2007-08 202 62.6 20.1 64.0 0.0 100.0

2010-11 212 75.9 20.9 80.2 14.3 100.0
Percentage of students who got first division tissnlthe SLC examination (got above 60%) (fpct)

2007-08 202 27.6 19.8 22.2 0.0 90.3

2010-11 212 40.6 26.2 35.1 0.0 100.0
Enroliment in grade 1 (enr_t1)

2006-07 212 56.6 40.5 44.0 8 275

2011-12 212 39.6 29.7 31.0 6 206

Dependent variables for community-level analysied® 3)
Relative mathematics test scores in the localitypljp schools / all schools) (pubsvwmat)

2007-08 126 0.84 0.16 0.89 0.45 1.01

2010-11 131 0.88 0.14 0.90 0.46 1.56
Relative pass rates in the locality (public schdeld schools) (pubsvwps)

2007-08 126 0.88 0.15 0.94 0.38 1.23

2010-11 131 0.94 0.12 0.96 0.45 1.69
Relative first division rates in the locality (putkchools / all schools (pubsvwfs)

2007-08 125 0.68 0.28 0.72 0.16 1.23

2010-11 129 0.73 0.26 0.73 0.18 1.69
Relative enrollment in grade in the locality (petdichools / all schools) (pubsvwenr_t1)

2007-08 158 0.58 0.30 0.61 0 1

2010-11 158 0.54 0.30 0.53 0 1

Source: Authors’ calculations based on the Comb{edntitative Dataset.
Note: | present the first and last years of datg fun the sake of brevity.
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Table 8.2 Descriptive statistics of the competitio@asures

Variable Obs Mean Std. Dev. Median Min Max
Private market share in each locality (psvw)

2006-07 158 36.4 30.2 34.0 0.0 100.0

2007-08 158 39.7 29.7 38.9 0.0 100.0

2008-09 158 41.6 30.4 39.5 0.0 100.0

2009-10 158 43.0 30.2 39.7 0.0 100.0

2010-11 158 44.0 30.2 43.0 0.0 100.0

2011-12 158 45.8 30.6 49.0 0.0 100.0
Number of private secondary schools in geograptugimity (school-level) (cobj)

2011-12 212 3.5 25 3.9 0 25

Source: Authors’ calculations based on the Comb{edntitative Dataset.
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Table 8.3 Descriptive statistics of the explanatong control variables,
2010-11 or latest available year

Variable description, year Mean St. Dev Median

Subjective measure of competition 54.7

Community characteristics

* Female literacy rate, 6 years and older, 2001 60.9 11.7 60.8
» District dummy (percentage Kathmandu schools) 68.4
* Urban dummy (percentage urban schools) 42.9
» Population growth (decadal), 2001 to 2011 49.3 53.3 45.2

Explanatory variables

* Whether the school requires an examination fore&d
admission, 2011-12 (percentage selective) 49.1

* Total fees, grade 9, 2010-11 (in U.S. dollars) 18.9 19.3 15.0

*  Whether the school has a computer room, 2011-I2¢ptage) 41.0

Other control variables

» Total enrollment (grade 1 to grade 10) 5445 314.0 456
» Percentage female in enrollment, 2010-11 53.1 8.6 53.2
» Percentage dalit in enrollment, 2010-11 11.1 7.8 9.7
e School age, 2010-11 49.1 15.0 49.0
* Repetition rates, primary grades (1 through 5)0201 6.0 7.0 3.4
» Percentage newly admitted students in grade 1@-201 3.6 14.3 0.0
» Student to teacher ratio, 2010-11 26.6 12.4 24.7
Infrastructure variables

* Inadequate desks in the classroom, 2009-10 24.9 43.3 0.0
* Have a toilet for teachers, 2008-09 62.1

Teaching related variables

*  Whether teachers were hired privately due to lddkachers,

2011-12 79.2
» Percentage of teachers who have permanent cont?@3-11 51.3 25.6 53.2
* Percentage of teachers with less than a Bachdegize 32.1 24.4 31.2

Source: Authors’ calculations based on the Comb{edntitative Dataset.
Note: | only present the latest year’s statistarstfie sake of brevity.
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Table 8.4 Correlation matrix: competition measuoegcome measures and the instrumental variable,

2010-11
Instrumenta Competition
variable measures
nvw1982 psvw cobj
Instrumental variab
*  Number of private schools in 1982 (nvw1982) 1
Competition measures
* Private market share (psvw) 0.48 1
*  Number of private secondary schools in geographic
proximity (cobj) 0.50 0.59 1
School-level Outcome measures
* Mathematics test score (mat) 0.20 0.22 0.21
* Percentage of students who got first division rssul
(scored over 60%) in the SLC examination (fpct) 40.2 0.24 0.17
» Percentage of students who passed (scored ove) 32 %
in the SLC examination (ppct) 0.25 0.31 0.20
Locality-level Relative Outcome measures
* Relative mathematics test scores (pubsvwmat) -0.12 -0.65 -0.29
* Relative student first division rates (pubsvwfs) 0.11 -0.32 -0.05
* Relative student pass rates (pubsvwps) -0.03 -0.55 -0.23

Source: Authors’ estimations based on the Combipughtitative Dataset.
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Table 8.5 First-stage equation results (IV chec®L-S and random effects estimates

competition measure  Private Market Share (psvw)

Geographic proximity (cobj)

regression method OLS OLS RE RE OLS OLS RE RE
with controls? N Y N Y N Y N Y
First-stage regressions
Instrument variable
coefficient 12.95 7.12 13.03 7.17 1.84 0.89 1.84 0.90
t-stat 9.97 852 17.51 8.37 16.55 7.23 18.52 7.10
P-val 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
F-stat 99.45 63.73 229.59 273.77 141.35 1046.87
Test of overidentifying restrictions: fixed vergasidom effects
Sargan-Hansen
Chi-sq statistic 1247.78 1074.76
P-val 0.00 0.00

Source: Authors’ estimations based on the Combipughtitative Dataset.
Note: Estimates control for robust and cluster-daad errors.
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Table 8.6 Estimated coefficients from OLS, randdfects and fixed effects regressions of schooldleve
outcomes (test scores, enroliment) on measuresngbetition

- Measure 1: private market share Measure 2: number of private
Competition Measure: ; M .
(psvw) secondary schools in proximity (cobj)
Dependent without with w/ controls without with w/controls &
variables controls  controls & lagged controls  controls  2gged dep.
dep. var var.
School-average mathematics test scores in the $a@ipation (mat)
Pooled OLS .06072%** -0.01 0.00 .3928*** -0.06 0.04
[0.15] [-0.03] [0.004] [0.14] [-0.03] [0.01]
Pooled OLS, IV .1187** 0.09 0.03 .8197*** 0.75 0.25
Random Effects .05273** -0.02 0.00 .3851*** -0.03 0.04
Random Effects, IV A177%* 0.09 0.03 .8121** 0.64 0.25
Fixed Effects -0.08 -0.10 -0.07

[-0.11] [-0.26] [-0.19]
Percentage of students who got first division rssinl the SLC examination (got above 60%) (fpct)

Pooled OLS 1728%** -0.03 -0.01 .9186*** -0.51 -0.14

[0.2] [-0.04] [-0.01] [0.16] [-0.09] [-0.02]
Pooled OLS, IV .3197%** 0.09 0.05 2.209%** 0.77 0.40
Random Effects .1412%** -0.06 -0.01 .8908*** -0.52 -0.14
Random Effects, IV .3143%** 0.08 0.05 2.177%* 0.62 0.40
Fixed Effects -0.26 -0.23 -0.11

[-0.22] [-0.31] [-0.16]
Percentage of students who passed in the SLC eatonir{scored over 32%)(ppct)

Pooled OLS .1675%** 0.02 0.02 .7261** -.4862* -.3056*
[0.22] [0.02] [0.02] [0.14] [-0.09] [-0.06]
Pooled OLS, IV .2936%** 0.23 0.14 2.028*** 1.89 1.14
Random Effects 1527 0.00 0.02 .7096** -.4581** -.3056*
Random Effects, IV .2914%** 0.24 0.14 2.017%** 1.94 1.14
Fixed Effects -0.32 -0.35 -0.33
[-0.33] [-0.42] [-0.4]
Enrollment in grade 1 (enr_t1)
Pooled OLS .3503*** ,1758*** 0.03 2.838*** 1.441* .2919**
[0.28] [0.15] [0.03] [0.31] [0.17] [0.03]
Random Effects 0.09 0.03 0.03 2.838*** 2.08*** .3005%**
Fixed Effects - 7513**  -663***  -.6006**
[-0.32] [-0.3] [-0.28]

Source: Authors’ estimations based on Combined @Qative Dataset — School-level sample.

Notes: *, **, and *** indicate significance at 10%% and 1% level respectively. The brackets cortt@rproportion
of a standard deviation change in the dependergblarwith a one standard deviation increase irctmepetition
measure. The other variables in the specificaiiocisded community characteristics (female literadigtrict dummy,
urban dummy, population growth); explanatory vagalfselectivity, school fees, computer room); atigr student,
teacher and infrastructure variables (enrolimeattion female and dalit students, school age fitepeand new
student admission rates, student to teacher raidequate desks in the classroom, toilet for acheachers hired
privately due to the lack of teachers, fractiorctesis who have permanent contracts, fraction teactién less than a
Bachelor’s degree).
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Table 8.7 Estimated coefficients from regressidmaahematics test scores on measures of competitio
policies intended to improve test scores, and othgables

Private market share

Geographic proximity

OLS oLS, IV FE OLS  oLs, Iv
Competition Measure 0.004 0.035 -0.06 0.03 0.29
SLC extra coaching 0.616 0.782 -1.09 0.59 0.57
Remedial classes .7398* .8547* -0.43 .7301* .7919*
Longer school days 0.237 0.121 5.438* 0.23 -0.01
Subjective Measure of Competitio  0.154 -0.040 0.17 0.01
Literacy rate 0.057 -0.123 0.06 -0.21
District dummy (Kathmandu ==1)  2.082 1.514 2.09 1.39
Urban dummy (urban == 1) 0.035 -0.194 0.05 -0.14
Population growth (decadal) 0.053 0.009 0.06 0.04
Selective school 1.597%*  1.635%* 1.99 1.591%* 1 59]%**
9th grade total school fees -0.002 -0.005  .429%** 0.00 -0.01
Auvailability of a computer room 0.795 0.944 -0.21 0.78 0.85
Total Grade 1 to 10 enrollment 0.116 0.056 -0.29 0.11 0.00
Fraction female in enroliment 0.013 0.093 -0.68 0.00 -0.07
Fraction dalit in enroliment -0.003 -0.009 -0.09 0.00 0.00
School age in years -.2328*%*  2448** -.2333%*  2555%*
Repetition rates, primary grades -0.003 -0.004 0.01 0.00 -0.01
Fraction of newly admitted studen - -
in grade 10 -.01621** .01662** 0.00 -.01612** .01573**
Student to teacher ratio -.0781**  .07673**  -0.02 -.07828* .07753**
Inadequate desks 0.407 0.418 0.39 0.25
Teacher restroom dummy .9039* .9913* .9121* 1.121*
Teacher privately hired dummy -0.200 -0.436 -0.17 -0.22
Share of teachers with permanent
contracts 0.112 0.104 2917+ 0.11 0.12
Percentage of teachers with less
than a bachelor's degrees 0.641 0.544 0.51 0.66 0.72
Lagged test score 5812**  5837**  193*** .5813**  5853***
N 838 817 817 817 817
R-squared 0.53 0.52 0.77 0.53 0.52

Source: Authors’ estimations based on Combined @ative Dataset — School-level sample.
Note:*, **, and *** indicate significance at 10%, 5% arid% level respectively.
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Table 8.8 Estimated coefficients from regressidrenoollment in grade 1 on measures of competition,
policies intended to improve enrollment, and otramiables

Private market share Geographic proximity

OLS FE oLS
Competition Measure 0.036 -.5463*** 3244+
English medium -2.485* -3.26 -2.431*
Adding ties and belts 0.193 -5.20 0.41
lagged test score .07017* -0.0018 .0723*
Subjective Measure of Competitio -0.846 -0.90
Literacy rate -1.122 -1.19
District dummy (Kathmandu
district == 1) 5.166** 5.041**
Urban dummy (urban == 1) 2.134 2.11
Migrant population rate 0.763 0.73
Selective school 2.347* 7.05 2.243*
9th grade total school fees 0.018 0.09 0.02
Auvailability of a computer room 2.116* -2.02 1.969*
Fraction female in enroliment -0.331 -4.41 -0.53
Fraction dalit in enroliment 0.136 0.23 147
School age in years -0.019 -0.02
Repetition rates, primary grades 0.101 0.08 0.10
Student to teacher ratio .2562%** 0.12 25271 %**
Teacher privately hired dummy -0.375 -0.22
Percentage of teachers with less
than a bachelor's degrees -3.856 -6.208** -3.72
lagged enrollment T721%* 0.08 77017
N 817 817 817
R-squared 0.80 0.90 0.80
adj R-squared 0.79 0.86 0.79

Source: Authors’ estimations based on Combined @ative Dataset — School-level sample.
Note:*, **, and *** indicate significance at 10%, 5% arid% level respectively.
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Table 8.9 Estimated coefficients from OLS, randdfects and fixed effects regressions of relative
locality-level outcomes (test scores, enrollmenthceasures of competition

Explanatory Measure 1: private market share Measure 2: number of private
variable: (psvw) secondary schools in proximity (cobj)
Dependent without with ~ W/controls - out with W/ controls
) & lagged & lagged
variables controls controls controls controls
dep. var. dep. var.
Relative Localit-average mathematics tiscores in the SLC examination (pubsvw
Pooled OL! -.00399*** -.00417** -.00404*** -0239*** - 0137** - (0119%**
[-0.78] [-0.82] [-0.794] [-0.68] [-0.39] [-0.34]
Pooled OLS, IV -.00383***  -.0032***  -.0033*** -.0339***  -0372** -.0385**
Random Effects -.00382*** - 00375*** -.00385***  -.(024** -.012%* -.012%*
Random Effects, IV -.00383*** -00328** -00328*** -0339*** -0418** -.042**

-.0251%%
[-0.4]

Fixed Effects -0.001 -0.001 -0.001
[-0.03] [-0.09] [-0.1]
Relative Localit-average firsidivision results in the SLC examination (got abﬁO%) (pubsvwfpc
Pooled OLS -.00661*** -00803*** -00773** -0385** -0307**
[-0.7] [-0.86] [-0.83] [-0.59] [-0.48]
Pooled OLS, IV -.00561*** -00782** -.00751*** -.0494**  -(0945**

Random Effects -.00638*** -.00723*** -.00744*** -.0387*** -.0278***
Random Effects, IV -.00563*** -.00768*** -.0076*** -.0496***  -.0983**

Fixed Effects -0.0028 -0.0030 -0.0028
[-0.52] [-0.6] [-0.62]
Relative Locality-average pass percentage ratesréstover 32%)(pubsvapct)
Pooled OLS -.00264*** -.00308*** -.00308*** -.0144** -.00969***
[-0.53] [-0.63] [-0.63] [-0.41] [-0.3]
Pooled OLS, IV -.00178*** 0.00 -.00175* -.0158*** -0.02
Random Effects -.00264*** - 00299*** -.00304*** -.0145%** -0.01
Random Effects, IV -.00179*** -0.002 -0.002 -.0158** -0.02
Fixed Effects -.0028* -.00341**  -.00385**
[-0.36] [-0.41] [-0.52]
Relative Locality-average Enrollment in grade 1i{puwenr_t1)
Pooled OLS -.00953*** -.00969*** -.00865*** -.062**  -.0453***
[-0.94] [-0.95] [-0.85] [-0.88] [-0.64]
Random Effects -.00956*** -.00963*** -.00902*** -.062**  -.0456***
Fixed Effects -.00981*** -.00962*** -.00931***
[-0.95] [-0.93] [-0.91]

-.0915*
-.0274%%*
-.0975*

-.00849%*
[-0.26]
-0.02
-.00748*
-0.02

-.0304***

[-0.42]
-.0404%+

Source: Authors’ estimations based on Combined Quantitdbgaset — Locality-level sample.

Notes: *, **, and *** indicate significance at 10%% and 1 % level respectively. The brackets cantai
the proportion of a standard deviation change éendpendent variable with a one standard deviation
increase in the competition measure. The otheabkws in the specifications included community
characteristics (female literacy, district dummggan dummy, population growth); and explanatory
variables for public schools in the community (s&iaty, school fees, computer room); and othedstu,
teacher and infrastructure variables (enrollmeattion female and dalit students, school age fitepe
and new student admission rates, student to teaati@rinadequate desks in the classroom, tailet f
teachers, teachers hired privately due to thedtachers, fraction teachers who have permanent

contracts, fraction teachers with less than a Backsalegree).
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CHAPTER 9
CONCLUSION

| motivated this dissertation project by arguingttthe public sector consequences of
private competition remain largely uninvestigatedeveloping countries. This research gap was
puzzling, since a central justification for schobbice advocacy (in developed countries) has
been the expectation that the presence of congetitill catalyze public sector reform. On the
other side of the choice debate, skeptics havedontgended that school choice is more likely to
lead to more stratification, and that competitivegsures are unlikely to instigate public school
improvements. The growth of private schooling ineleping countries has heightened the
global significance of these enduring choice debate

Through this dissertation, | attempted a compreferanalysis of the process of
competitive effects in the case of a low-incomertouthat has experienced substantial,
unregulated private sector growth: Nepal. The gae to provide an in-depth, neutral case study
by triangulating qualitative and quantitative evide on the public sector’s experiences and
responses to private competition, the factorsdetgrmine whether public schools can
productively compete, and the impact competitios eed on public school outcomes and the
stratification of the education sector.

I begin the conclusion by integrating the resediraings from the four analytical
chapters (Chapters 5 through 8), bearing in miecctinceptual framework and research
guestions | posed at the beginning of the dissentaltthen speak to the limitations of the
research and present some of the policy suggeshansesult from these findings and
limitations. | end with a discussion of the disagan’s implications for the global choice debate

and developing country experiences, followed byuattine of some future research possibilities.
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Integrating the Research Findings

| framed the impact of competition on public scisomé a series of interlinked processes.
To reiterate, | argued that experiencing competiti@s a necessary starting point for public
schools to feel the need to initiate reforms to jgeta with private schools. If public schools
experience competition, then they would initiatéqyoactions, signaling their attempts to
improve from their initial conditions. These poliefforts may eventually lead to improvements
in public school outcomes, such as test scoregaraliment. Besides the extent of competition,
public schools’ ability to respond productivelydompetition would depend on the school’s
personnel and financial resources, the princip#@sion-making control, and the school
officials’ experiences with the existing communigyd the political and bureaucratic
environment. In integrating these findings, | arthet the experience of competition needs to be
understood in terms of the historical evolutiorpaatization and accountability pressures,
bearing in mind the heterogeneity in public sclegieriences.

The historical and sociopolitical context of Nepasts a long shadow on the nation’s
public schools’ experience of competition and @esequences on outcomes. In the early phase
of privatization (1980s), the presence of a fewate schools was not a significant competitive
pressure on public schools as public and privateas were growing due to mass education
expansion and high fertility rates. In this peritte main impact on public schools was the loss
of high SES students and the influx of middle SEflents. After Nepal became a democratic
nation (in the early 1990s), there was a rapid gna private schools in urban areas. Private
school demand strengthened in the 2000s due tamgawational political volatility. Parents
valued private schools as they provided Englishinmaducation, had higher high school pass
rates, and seemed to be a better option for th@opas of migration. By the mid-2000s, urban
areas were saturated with private schools that eagexing to families of diverse backgrounds.

The political influence in the public educationtgys included politically influenced hiring of
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teachers and management committee members, wiich @ieleterious effect on public school
quality. The decades of gradual sorting of highes Students out of urban area public schools
led to the stigmatization of public schooling asHsoling for the poor.” The stratification of the
education sector is also evident from the outcoamadysis in the two highly privatized districts
— the more highly privatized a local education mnesrkhe larger the gap between private and
public school enrollments and test score outco@essistently, the principals of public schools
that were located in localities with high privatioa were more likely to agree that public
schools lacked the motivation to reform becaugeotfically appointed teachers, lack of
monitoring support, and the lack of education canscparents.

However, the analysis of current policies suggdsisthere may be some signs of a
public school-level turnaround. Some recent govemnefforts to incentivize public sector
improvements have included a financing reform, Whies public school financing to student
enroliment, and a large scale governance refornghndittempts to decentralize public school
governance to local level school management comesitto foster community ownership of
public schools. In recent years, public schools e begun to feel more competitive
pressures due to falling enrollment, negative pgeils of public schools in the media, and the
new financing mechanism. The policy implementati@mds in the highly privatized districts of
Nepal show that there has been a dramatic incredBe past five years in the adoption of
“private-mirroring” policies such as English mediwhinstruction and adding ties and belts to
school uniforms. While some schools have the capsximake some of the most sought after
policy changes, many of the public schools’ effans marred by bureaucratic and financial
inadequacies, the cancerous politicization of thecation system, and a lack of community
support. In terms of outcomes, the recent adomtidhese policies does not seem to have
stemmed the enrollment decline in early gradeberpublic schools. This finding may have one

of two explanations. The stigmatization of pubbtisoling may be so deep rooted that parents
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are unlikely to consider public schools even wheblig schools demonstrate improvements.
Alternatively, parents may be opting to “wait andteh” if the policy efforts yield sustained
changes in their neighborhood public schools.

Throughout the dissertation, | also argue that tstdading the experience of
competition requires a closer examination of tlral@nd subjective experience of competition.
The subjective experience of competition, as reubbly principals in interviews and through
responses to subjective indicators, is based andkperiences given the historical and current
context of public schools and their school’s speadittributes. The in-depth analysis of
subjective experiences help shed light on the m@diffees in public school policies, constraints,
outcomes and local conditions, and also providdenge that questions strongly held
assumptions.

For instance, a vital assumption behind analyzimg public schools respond to
competition is the notion that private schools rbayproviding higher quality or more innovative
education that has made them popular to parenishway be worthy of emulation by public
schools. However, in the course of my interviewsdlized that the majority of the principals
take issue with the presumption that private sahpobvide better quality. While the majority of
public school principals conceded that private sthproduce better test score outcomes, only a
third of the principals agreed that private schogtse also better on other indicators of quality.
Most of the bureaucratic officials and public schaincipals argued that public school students
had far superior noncognitive outcomes, such aglsiity and sense of civic responsibility, and
the less tangible cognitive outcomes, such adéatehl flexibility compared to the socially
insular, examination focused private school stusldfirthermore, public school officials
attributed better test score outcomes in privat@sis to more rote learning, narrow curriculum
focus, amenable students, managerial control, atrgybt cheating practices. Consequently, it is

not surprising that the key policies adopted byliowzhool principals were private “mirroring”
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policies such as English medium and adding tiesbatd to their school uniform that are visibly
attributed to private schools. Furthermore, pubtibools that had principals who mentioned at
least one private school when asked to list thomepeting schools, a subjective measure
denoting experience of private competition, wegaidicantly more likely to have implemented
the policies of English medium, adding ties andsyeind adding remedial classes than schools
with principals who did not mention private schoatscompetition. The responses to the
subjective measure of competition seems to disisiginetween public school principals who
believed that they could compete with private sthwersus those that did not think that they
could institute policies to compete with privatésals.

The analysis of subjective experiences also cléagllights the heterogeneity of the
public sector. Because of the loose monitoringasfegnment regulations, there is substantial
within-public school heterogeneity in addition keetlarge differences that may exist between the
public and private education sectors. Some of fi@st” public schools, identified by other
public schools and district officials, exhibit mafaworable characteristics: they have
entrepreneurial, dynamic principal and managememnattee leadership, a committed teacher
team, support from the bureaucracy, a focus ondiclgpquality despite the overwhelming
national political environment, and a reputatiofitban higher test score outcomes that attracts
higher enrollment. These schools of exceptionalityuare “oversubscribed” (Fiske and Ladd,
2001) and are able to take their pick from the estiisl A more recent government effort
(initiated in 2011) which focuses on improving gatdchool perceptions aims to prioritize
public school graduates to receive the few schiolassprovided by the government for higher
education in medicine and engineering. Such reffforts further help these best schools attract
parents and students who would have otherwisedsteprivate schools.

At the other extreme, there are public schools¢kperience some combination of the

more unfavorable characteristics: the principate faeavy political influence in decision-
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making, there is a lack of effective teamwork, they poor student outcomes and they have no
option but to enroll everyone who comes to the sthhile the public schools are expected to
provide access to education to all students, therganent financing or technical support
mechanism does not account for the difficultiesseaiby the differential demographic
composition of the student body. For instance, sohtke schools | encountered faced problems
with high enrollment volatility as children of megnt laborers would enroll in the public schools
for short periods of time (less than a year) amah leave with their parents. The education of
migrant children is essential, but properly edumatnigrant children becomes an additional
burden on public school teachers that is not ackeayed by the government, and is not really
recorded in the school-level statistics either.

The in-depth interviews and school visits providegleral examples that demonstrated
how local conditions play a central role in deterimg the public school experience of
competition. For instance, one of the study schaels a rural school in the remote district of
Dadeldhura. The school was located in a hilly regibthe district and was effectively closed off
to nearby populations (a closed education markég.region had a small population but had
two private schools. The public school was nedapek as the private schools prospered.
Furthermore, when the public school officials atésd reform efforts, the principal received a
variety of threats from the community members,udatg those who joined the public school's
management community. The principal later realthed many of the community members had
invested in the private schools and were worried tihey would earn lower profits if the public
school improved. The decline in status experiefethis regional public school goes against
several long-held assumptions about public sesswes and highlights the need for more
detailed locality-level analysis. Firstly, it denstrates that the shift of enrollment from public
schools to private schools is not just an urbaa pleenomenon and that it is important to have

information on the percentage of enroliment logtriwate schools rather than just aggregate
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measures of public and private school market sharadocality. Secondly, this example
provides a cautionary tale against presuming thbtipschools will likely benefit if the
community is given more authority over public sclsotn the case of this remote school, the
community would likely have been happy to let thiblc school deteriorate.
Limitations

Despite my best efforts, there are several wayghich the data and analysis could be
improved to better analyze the experience of comnpet It is important to take note of these
limitations before trying to interpret these fingafor global theoretical or policy discussions.
Several of the data and methodological limitatiorentioned below are a result of the lack of
extensive, long-term national data systems.
Data Limitations

I begin with a discussion of the limitations in fhrégmary datasets. The key limitation of
the quantitative primary dataset was the sampteam the lack of more detailed survey
guestions. Firstly, | had selected only two dis¢rihat represented relatively high privatization
districts to get a sense of their public schoghoeses. In hindsight, it would have been even
more productive to have administered the princo@aveys to more districts where private
schooling was a nascent development. Secondlyjeteturvey questions would improve the
data on policy responses. For instance, when ttyinmderstand if a public school had
implemented English medium of instruction, a keligyd highlight throughout the study, it
would have been interesting to have a few moreesuguestions to get at the substantive
variations in the adoption of English teaching witpublic schools. For instance, a question
could have asked the principals if the school lealiiced the workload of the teachers so that
they could be trained in English teaching.

The main limitation of the qualitative dataset wlaat it was comprised of one-off

interviews with a large group of national, districical, and school officials and parents. If | had
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collected at least two rounds of data with a sejeatip of principals, | could have probed further
into their competitive experience with particulahsols and the results they saw from
implementing new policies. For instance, | coulgenhetter understood the constraints faced by
schools in transitioning to English medium if | teblnave interviewed the principals in year 1
and then talked to them again in year 2 to gaugetheir experiences had evolved in that
period.

In the secondary data, the main limitation wasteeldo data quality. For instance, this
dissertation was the first project to utilize schievel data from the national EMIS system and
the national high-stakes performance indicatorludas for school-level analysis. Prior to the
study, these education indicators were only avislabreports and had only been used for state-
level and national-level descriptive statistics.aAesult, the datasets had quality issues that wer
magnified at the school level for the few distrithtat | was studying. For instance, | could not
utilize a number of the variables of interest, sashnfrastructure variables, due to the large
number of missing cases. The task to merge thenmesihce data with the education indicators
data was also riddled with problems. The two dasasere housed and managed by two
different units of the Department of Education. Fas analysis, the high-stakes examination
dataset had to be drawn from hard copy books $hee©CE did not provide the electronic
datasets. There have been a few assessments kotlseeeliability and validity of the national
indicators database, which has found that there éee data discrepancies. Importantly, the
2008 accountability mechanism that links finandim@nrollment has apparently incentivized
inflated reporting of school-level enrollments. 8arly, there are questions of the credibility of
the test score performance data, produced by tHe GiGice there are reports of systematic
cheating practices in many parts of the countryaddition, the data are not provided at the
student-level and the reports are not scrutinizethecked extensively afterwards by the

schools.
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Finally, the country has never had a systematial ltaxation system, which limits the
information on residential sorting and the soci@®eoic status of the parents who send their
children to public or private schools in any lotaliThe only dataset that collects some
community level information on socioeconomic stasuthe national living standards survey, but
these are infrequent and are not a census of fangiymes in communities. Systematic
historical information on parental socioeconomats$, disaggregated by public and private
schools, would go a long way towards bolsteringatgeiment that many regions in the country
have experienced long-term stratification.

Methodological Limitations

A main set of methodological limitations were rethto causal inference. There were
three arguments that could have been improvedaaitisal analysis. It would have been useful
to be able to argue (1) that competition was causiranges in outcomes; (2) that certain policy
changes were caused by private competition; anthé3)certain policy changes were leading to
changes in outcomes. In order to improve the canaknce of the link between competition
and outcomes, | utilized instrumental variable gsial(the lagged number of private schools
from 1982 as the instrument) and fixed effectsesgjion. However, it was not possible to
causally attribute policy changes to increase ivape competition, or improvements in
outcomes to policy changes. There were no lochhiyed differences in policy adoption that
could be exploited to provide the required exogsnariation. Additionally, there were no
implementation records of when the existing accabifity mechanism went into effect. A
strength of this study, borne out of these datéditmons, is the utilization of a mixed methods
approach. | first utilize historical recall datedanterview data to identify the policies that are
most likely to be attributable to competition anfluence outcomes. | then analyze whether

public school policy adoption can be systematiclatliiged to the extent of privatization or
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outcomes. By doing so, | hope to have improveditradysis of the association between
competition measures, policies and school outcomes.

One of the more significant methodological problesihe use of private market share
definition of competition based on a governmentraef locality in a developing country that
does not have zoning policies for education acdéassinstance, the locality definition may be
good enough to define a closed market in hilly ountainous terrain. However, despite the fact
that distance is an important factor in school siea-making (Joshi, 2013b), it is unlikely that
students stick to schools within their localitydense, urban regions with easy transportation
access. The use of the private market share definitas important as it was the only time-
varying measure of competition available for thedgt However, the fact that the definition may
not capture contained local markets is a limitatibthe study.

Another main issue of the study is generalizabilltge principal survey was
implemented in two urbanizing districts of Nepalgddhe interviews were conducted in five
other districts throughout the country. | argue tha study context is not as unique as it may
seem at first glance. For instance, in terms db@loelevance, while Nepal is often thought of as
a “small” country because of the neighboring popslgiants (India, China, Pakistan and
Bangladesh), the country’s population of 26 millibased on 2011 census estimates, rivals that
of Texas, the second most populous state of theethSitates. Kathmandu district, one of the
sites of the study, has nearly two million inhahita Globally, the Nepal experience is likely to
be particularly relevant for Asian, African and icefmerican countries that have experienced
rapid recent private sector growth, and that and-lacked or are emerging from conflict
situations. While the main study is focused on artegjions of the country, the national analysis
and interviews done in remote districts providedewice that is generalizable to the rural

populations of the country and other South Asiaimtges.
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Given the limitations, | utilized different type$ @ata, measures, and methods to argue
that the combined analysis enhances the robusthéss findings. | believe that such an
approach is necessary to provide an in-depth aratysleveloping countries.

Policy Implications
Building Better Data Systems

A key policy recommendation is to improve the ergtdata systems in Nepal with the
express intention of facilitating constructive r@s# and policymaking. The specifics of the data
based recommendation are likely to be relevanttioer less researched, low-income developing
countries that are developing EMIS data systemis suipport from UNESCO and other
multilateral agencies.

In the Nepal case, the first priority should béntegrate and increase the accessibility of
the data that is already being collected. The NEMAIS system is already a massive
institutionalized data system that collects infotiorafrom over 30,000 schools. It is critical to
now take more steps to make the database mores#dued®sr local school-level consumption
and for the research community. As mentioned eaxlgious education related data (the data
on education performance, private school recomsncunity indicators, and education
indicators) are scattered in a variety of the etionastatistics departments. An integrated data
system that focuses on ensuring the quality aniliedvéy of the data, after removing
identifiable information, would go a long way inseming that experiences of countries like
Nepal are analyzed by the research community.llialgo greatly reduce the logistic burdens on
researchers who can then focus on conducting despestigations of their questions.

Secondly, there needs to be more data collectfontgfusing the EMIS system since it
is the only disaggregated national data mecharhsingfficiently collects data on a twice yearly
basis in Nepal. The EMIS system should also incket#ions on instructional and

noninstructional policies, school financing, paei@ES, and have a more streamlined and
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different data system for private schools. Imprguwitatabases on policies adopted by schools
will help the policymakers and the schools learaudlpolicies being attempted nationally. The
policy information can then be used to steer schoothe right directions and support schools at
the local level as required. The education dateabased to include information on parental SES,
school and village level income to initiate thecdission of poverty based targeting of school
resources. Information on parental SES will alslp bliee government understand the variations
in community level capacity to contribute to théofpcior private education system. Given the
growing realization of the importance of privatdaals, there needs to be better data collection
of data on all private schools, including unregstieschools, to understand the real extent and
impact of privatization in developing countriesn&s the data system in Nepal was tailored for
data collection on public schools, private schaoigpals report that they feel that the EMIS
system is more of a burden for the private schystlesn than a resource. In order to make the
data system more useful for private schools, theesls to be better targeting of the data
collected from private schools.
Fighting the Perception Battle

A barrier to public school reform that is rarelgognized by the media and
policymakers in Nepal is the fact that public sdedwve lost the perception battle to private
schools. Given the long-term gradual increase titirgpthat lead to the stigmatization of public
schooling, improving public school perception kel to take a long time. The policy
recommendations focused on improving public scipeoteptions are likely to be especially
relevant for developing countries which have untaga choice environments, lack taxation
based zoning, and have seen gradual private sgcath.

One approach to improving public school reputatisrt® mandate that people who live
in some locality send their children to that sch@og. through residential zoning) or to require

that teachers send their children to the publiostshthat employ them. It would be difficult to
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implement these types of strategies as teachersthad parents may argue that they have the
right to choose, based on their ability to pay.tikemmore, it may be a logistic challenge given
the lack of residential taxation systems that faddcation. However, some of the schools in
this study have achieved success using this appraad some district officials mentioned this
type of strategy as a promising solution for aménabhools in Nepal.

Secondly, given the overwhelming negative percepdiopublic schools, policymakers
should introduce media campaigns to highlight th&itive contributions of public schooling. An
important aspect of this campaign would requirejust highlighting the top performing public
schools or their historical contributions to natlmnilding but also shedding light on the
contributions made by public schools to modernetgciespecially by educating and
empowering the most disadvantaged populationseim#tion. Another key policy need to
reduce the negative perceptions of public schadis ensure that the public schools that are
experiencing the most difficulty receive targeté@mtion and are either shut down or merged
with another school if the schools are not salvhlged-or instance, it is important for
policymakers to be especially aware of the schibais have disharmonious relationships with
the community. The local education officials them @lay a role in diffusing these tensions or to
gauge if it would be best to shut down the school.

Other strategies could focus on enhancing thelprofiall public schools while
emphasizing a meritocratic environment. For instattte Nepal government could ensure that
the top 1 to 2% of students of all public secondatyools receive merit-based higher education
opportunities. Many of the interviewed public schpincipals cited the difficulty faced by poor
but highly capable public school students who werable to get access to expensive higher
education. While there is room for cream skimming potential for elite students to rig the
system, at the very least such a policy would ust favor the elite public schools. One way to

lessen the potential for corruption by the elitpylation would be to mandate that the student
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have studied at the school for at least two yesesandary level) to be eligible for any
incentives.
Principal’'s Role in Improving Quality

Perhaps the most important way to gain parentat tsufor the public schools to
demonstrate that they have improved in qualityd@monstrated in the analytical chapters, and
consistent with evidence from the school leaderbt@pture, the principal’s managerial abilities
play a significant role in determining school gtyain Nepal. In the context of developing
countries that face strong political interferenc@ducation systems, the principals need to be
politically savvy as they have to handle multipigkeholders and ensure that the school does not
become a job creation agency. These principalsraded to ensure that the school team is
motivated to focus on school quality even in aniramment that lacks performance-based
accountability.

In Nepal, some of the policymakers | met mentiotied they had discussed partnering
public and private schools to foster an exchangdezts between these types of schools. It may
be more worthwhile if the district officials attetrip partner the best functioning public schools
with public schools that require special assistambe worst performing public schools are more
likely to believe that they can benefit from therragerial and professional expertise of well-
known public school principals who function undee same overarching bureaucratic structure.
Bureaucratic Improvements

Public school officials in Nepal mentioned a whtest of bureaucratic rigidities, such
as poorly formulated policies, the lack of implenation of policies, and the lack of adequate
financial supports, as barriers to reform. Thepesyof bureaucratic rigidities are known to be a
significant problem in other developing countriesazll as in disadvantaged communities in
developed countries. Among the most policy amenablbe bureaucratic problems in Nepal is

the issue of lack of classroom monitoring by Ideakl officials. District officials can ensure that
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there is a better alignment of the goals of lodhtials with the needs of principals and schools
by streamlining local officials’ job requirements that they can focus more on technical support
to the schools and less on other administrativeiaes. In developing countries that are mired

in a variety of bureaucratic and political ineféarcies, it is important to try and distinguish
between policy amenable and systemic problemsataritremental gains can made in
improving bureaucratic functioning.

Financing related Recommendations

Most of the focus in developing country financeogf§ has been on increasing financing
for basic education from bilateral and multilatdakign assistance. In the Nepal context, |
realized that there are two other substantive problthat would improve the efficiency of
existing resources. These recommendations ardileddpto be relevant for other low-income
developing countries.

Firstly, the financing mechanism in Nepal's schaslprimarily based on teacher salary
needs and student enrollment, and does not tak@atount the variations in living standards,
public school resource availability and needs. Assalt, the fact that schools have their own
funding sources, such as rental income from buglsliand land, does not factor substantially into
public school funding distributions. Also, schotiiat educate more disadvantaged populations
do not receive different amounts of funds that take account the severe educational
disadvantages that these populations face. Sigildré only equity related mechanism, the
scholarship quotas for dalit or janjati and gitldgnts, does not utilize any poverty targeting and
hence these funds are likely to be appropriatethéyvealthier populations among these
disadvantaged groups. An overarching remedy favfahese problems is to begin the transition
to a more sophisticated financing formula using sdocality-level mapping strategies to target

funds better to the least resourced schools. Ham¢ing formulae could begin to factor in
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concentrations of disadvantaged populations, negater effects, and migrant populations to
come up with a more equitable mechanism to digkeilexisting government resources.

A second problem that is at least partially reldtetinancing is the fact that public
schools are free schools. While free public scimgpfirovides equal opportunity access to all
students, many urban district schools are relegade¢dchooling for the poor” and face a lack of
community support precisely because educationagiged for free in public schools. As a
result, middle class parents mentioned that thayldvoe embarrassed to send their child to free
public schools when there were fee-paying privat®els around. They wanted to show that
they could also afford to pay, and that they cdoedheir child’s education. While controversial,
a solution to this problem is to revisit the freé@oling resolution and to improve targeting so
that public schools are accessible to the pooatrihot stigmatized as schooling that is only fit
for the poor.

Implications for the Choice Debate

There is an almost unfathomable volume of reseanchadvocacy that has focused on
the pros and cons of allowing alternatives (privstieools, charter schools, voucher programs,
magnet schools, home schooling and so on) to thkcmchool system. While most of the
research attention used to focus on the pioneenngher program in Chile and state specific
experiences in developed countries such as thed)Sitates (and to a lesser extent, England,
Australia and New Zealand), the growing awarenéssvafee private schools has brought
developing countries squarely into this debate.

My detailed exploration of the Nepal case has iogtions for both sides of the global
choice debate. Firstly, the Nepal case’s histoezplerience suggests that unregulated growth in
privatization is unlikely to automatically incenitte public school improvements. However,
unregulated choice is much more likely to gradumbrease the stratification of the education

sector. These findings are consistent with othatyaes of systems that have gone through
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major long-term reforms, such as Chile (Gauri, 398 New Zealand (Fiske and Ladd, 2001).
Stratification is also one of the consequenceséotr in economic theory (Nechyba, 2009).

At the same time, competitive pressures do seencémtivize some changes in school
policies, which are a competitive effect as sugggesly pro-choice advocates. The Friedman
(1962) argument that public schools will automalycemprove as a result of competition has
been eschewed by many researchers and policymaktérs last decade. As a result,
governments have tried to institute reforms to immerschool autonomy (governance reforms)
and have incorporated accountability mechanismsgaide school choice. In Nepal, the analysis
of intermediate outcomes (policy adoptions) suggtsit competition and accountability
pressures have incentivized some policy changgsatticular, the fact that principals who
perceive private schools as competition are mésdylito adopt many private-mirroring policies
compared to public school principals who do notpefe private schools to be competition does
suggest that competitive pressures can incitegonsg from public schools. The finding that
changes in public school policies do not seem e Ied to changes in public school outcomes
may be because the policies have not been institatea long enough period. Alternatively, it
could suggest that parents are going to wait argignificant number of public schools can
demonstrate policy successes and stage a percamti@mound.

However, the variations in public school experieniceNepal suggests that one has to
be cognizant of the fact that accountability medran are not always enough to incentivize
policy changes. In particular, public schools thate experienced stigmatization, face strong
negative community distrust, have poor outcomege lpaoblems enrolling students, and lack
effective teaching teams and financial supportdileeéy to not be able to improve their
educational outcomes with accountability pressatese.

As a result, enduring productive effects of contpetiwill require well-timed

accountability mechanisms based on the understgulat both “too little” and “too much”
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competition may not be productive for public scisodlhere are probably two tipping points in
the process. Firstly, there needs to be some praatools for public schools to feel as though
they are competing with a different type of schéfohccountability mechanisms are introduced
in the early stages of privatization, as was danerfany rural areas and smaller district public
schools, then they may be incentivized to respoitidl prvoductive changes. However, if the
accountability mechanism is only introduced aftecatles of stigmatization, or after significant
erosion of public school enrollment, then it maytde late for the public schools to regain
parental trust without major systemic governmetgrivention.
Implications for Developing Countries

The school choice debate in developing countriesvskmore towards pro-private
research and advocacy because of the well-docuthenbelems with inefficiencies in
developing country bureaucracies, and the growingdeace of poor quality of learning in public
schools. While competitive effects have remainegdly uninvestigated in developing countries
and there remain many data problems, most of tigelscale studies in developing countries
have found that private school students have bettimomes than public school students, even
after controlling for a variety of background factoFor instance, in Nepal, Thapa (2012) and
Sharma (2012) have used propensity score matchishgareful sample selection procedures
respectively to conclude that private school sttgleave better test score performance
compared to public schools. An important studytfer Nepal case is the Thapa (2011)
competitive effects analysis. Thapa (2011) analymddlic school performance by the extent of
competition to conclude that the benefits of contipet probably outweigh the negative
stratification effects of competition in Nepal.

My in-depth analysis of the Nepal context sugg#sis a lot more analysis is needed
before one can make the bold assertion that maratprschooling is primarily beneficial for the

education system and student learning in developaumtries. While my analysis in Nepal does
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not suggest that there are no productivity effe€tsrivate school growth, there is more
consistent evidence that unregulated private sectwth has caused stratification of the
education system. In developing country contextsgteer understanding of public-private
differences on a fuller set of cognitive and nomatige outcomes are required before one can
assert that private schools are indeed providitiggtbguality, and that private sector competition
does incentivize better public school outcomes.

Future Research

The dissertation analysis provides several avefuudature research. One promising
area for analysis includes further investigatiomaiv the best public schools are affected by
privatization. An initial exploration of the beatilic schools, identified by the public schools in
the sample, suggests that the best schools ingtretdhave higher enroliment, better test score
outcomes, and are more optimistic about their i stay competitive. An analysis of how the
best schools interact with other public schools ehte schools can help further explain the
mechanisms of competitive effects since public sthmay be looking to the best public
schools for informal policy guidance, and the lpasilic schools in turn may be motivated by
their competitor private schools.

The investigation of the Nepal context suggeststtiere needs to be further
investigation of learning differences between pubhd private schools that are not based on the
high-stakes examination performance. There neebdls toore definitive assessments of the
claims by public school principals and bureaucratiicials that public schools provide better
noncognitive outcomes and more long-lasting leayskills compared to private schools. In
addition, there needs to be an investigation of povwate schools view the quality differences
between public and private schools. Do private stshalso attribute the differences primarily to
their managerial control and the demographic cotitiposof the students? Or, do they believe

that private schools are truly able to provide tebdearning environment?
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Finally, it is also important to analyze how exigagrivatization affects the more
disadvantaged populations since stratificationlikedy consequence of privatization. Gender
and caste discrimination are highly persistentuadities in South Asian countries. While girls
and students from disadvantaged castes used taaldelio go to school ten years ago, their
parents’ inability to afford private schools foetheducation disadvantages them in today’'s
society. One of the issues that requires furtheegtigation is to see if the scholarship quota
system, which provides quotas to girls and daligojati (disadvantaged group) students to
attend public schools, is a good solution for inwang equity or whether these populations
would be better served with vouchers for privateosting. These areas of investigation
represent just some of the questions that woulthdéunilluminate how private school growth has

impacted the education sector’s equity and quality.
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Random Effects Models of RelatiLocality-level Mathematics te:
scores on competition measures and other variables

Random Effects IV Models of Relative Loca-level Mathematic:
test scores on competition measures and otheblesia

Fixed EffectsModels of Relative Locali-level Mathematics te:
scores on competition measures and other variables

Pooled OLS Models of Relative Loca-level First division pas
rates on competition measures and other variables

Pooled OLS IV Models of Relative Local-level First division pas
rates on competition measures and other variables

Random Effects Models of Relative Loca-level First division rate
on competition measures and other variables

Random Effects IV Models of Relative Loca-level First division
pass rates on competition measures and other iegiab

Fixed Effects Models of Relative Locak-level First division pas
rates on competition measures and other variables

Pooled OLS Models of Relative Loca-level Percentage pass ra
on competition measures and other variables

Pooled OLS IV Models of Relative Local-level pass percentai
rates on competition measures and other variables

Random Effects Models of Relative Loca-level Pass rates ¢
competition measures and other variables

Random Effects IV Models of Relative Loca-level Pass percenta
rates on competition measures and other variables

Fixed Effects Models of Relative Local-level First division pas
rates on competition measures and other variables

Pooled OLS Models of Relative Loca-level Averageenroliment or
competition measures and other variables
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Table A8.6.17 Random Effects Models of Relative Loca-level Average 364
enrollment on competition measures and other visab

Table A8.6.1¢  Fixed effects Models of Locali-level Average erollment on 36E
competition measures and other variables
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Chapter 2 Appendices

Appendix 2.1 Empirical research on differencesttcomes by types of schools

The research on academic achievement differentesde types of schools essentially tries to
compute the following reduced form equation, wittloeus on the coefficient on school type (Glewwd an
Kremer, 2006).

Alj = Bo+ H; B1 + P2+ Cj B3 + Py B3 + g

where

A = student achievement (test scores)

H = household characteristics

S = school and teacher characteristics, includihgd type

C = child characteristics

P = pricing such as school fees

i = student ID

j = school ID

¢ (error term) would include unobservables such &d elhility, household motivation,
child motivation and other unmeasured data.

The two most researched contexts on education elaecthe United States and Chile. | now
briefly characterize the outcomes and sorting exéddrom both contexts.

United States: Outcomes and Sorting

The initial research evidence comes from the arsabfsacademic outcomes in private schooling
in the United States. The earliest analysis caara ffoleman and others who argued that Catholic high
schools had significantly higher effects on testas and high school graduation rates than traditio
public schools (Coleman, Hoffer, & Kilgore, 198ZFheir research was considered problematic because
they did not control for the selection of differhipopulations into Catholic schools. That iscsin
Catholic schools served different populations camgao other schools, it is difficult to disentamdhe
impact of selection from schooling quality. Studs@sce then have focused on methodological
improvements to statistically control for the sélat bias in order to improve the estimation of itm@act
of attending Catholic schools on outcomes, prigarding instrumental variables (1V). The difficuity

being able to conclusively identify the effect tteading private schools has led to a focus onystgd

specific interventions that could provide the nekeeogenous variation such as vouchers, thoseanith
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without experimental design, and also a focus amgumore detailed student-level and longitudinal
datasets.

The early voucher programs evidence is based eares from the publicly funded Milwaukee
and Cleveland programs (Witte, 2000; Greene, Rate®sDu, 1998; Zimmer & Bettinger, 2010). The
vast literature on private, voucher and charterditure have concluded that there are mixed tbthfig
positive outcomes of education choice in the Ungé&ates (McEwan, 2000; Miron, Evergreen and
Urschel, 2008). Most of the interventions in thatet States have been capped by income eligibility
requirements by design. However, it was demonstiat®lilwaukee’s voucher program that students
were still being selected by ability characteristihat is, highly motivated or disappointed pasemtre
the ones who were self-selecting to participath@program (Chakrabarti, 2008). There has beere som
recent evidence that may indicate that charteraddshnay be attracting middle income families who
would otherwise have gone to private schools (Mjah), and may also be increasing African-American
isolation (Texas) (Zimmer and Buddin, 2010).

Chile: Outcomes and Sorting

In the Chilean case, the main limitation for thep@mal work is that the voucher program was
universalized when it was initiated, and therefoig a nonexperimental intervention. The initiabdysis
of private schools in Chile was focused on compggpnvate and public schools. These studies were
considered limited as they used school-level daitsss-sectional analysis and often could not adefyjua
correct for selection biases. McEwan (2001) wagrifscant leap in the literature since it providad
nuanced utilization of newly available student-laed@&ta and data from parental questionnaires thet h
been administered for the first time in 1997. Pritpahe attempted to disaggregate the private sicho
sample, which helped conceptualize the schoolirigoginto more realistic multiple categories. The
empirical strategy was to first estimate a bagjcassion model without controlling for selectivignd
then empirically create a selectivity correctiosdihon a multinomial logit model. The analysis peiity
concluded that conventional public schools werg enhclusively less effective than non-voucheiteeli

private schools, where the achievement was highardund 0.5 SD on the mathematics and Spanish
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tests. Other research (Elacqua, 2010) has butti@methodology to study the effectiveness of dhifie
types of voucher schools.

As a result of the largely unregulated systematiacher program, research in Chile has also
focused substantially on questions of sorting.h@fgtudies on systemic effects, Hsieh and Urquiola
(2003, 2006) was an influential study that fourat tommunities that had higher increases in private
school enrollment growth also had lower public sthest scores, higher gaps in test scores betelkden
private and public schools, and higher SES gapsiiire, education) between public and private school
parents. In the study, the authors use municipal leutcomes data for 150 communities from 1982 to
1996. They also utilize interesting variable condtions for studying sorting - they look at relativ
outcomes (public school outcomes / all districtcoutes) and find that 1 SD private enrollment groisth
associated with decline in relative test scores {®0.67 SD) and an increase in relative repetitates
(0.3 to 0.4 SD). The authors use difference-inedéhce approaches, and a range of 1Vs (urbanizatten
1982, population, 1982, and years of schooling apaatults, 1982). Thus, their research appears to
suggest an overwhelmingly negative effect of comipaton public schools through systematic sorting
public schools lose out due to middle class sHifictv widen the gap between public and private schoo
test scores and family characteristics.

While Chile is an important case, it is importamnhbte the limitations of the analysis for Chile’s
voucher program due the nonexperimental naturleeoflata. The empirical results from Chile’s analysi
can be highly sensitive to methodology. Bellei (208emonstrated these sensitivities by using differ
definitions of SES and education and different wafygggregating these variables in different madets
instance, for different family education contrdgllei’'s model results ranged from favoring private
schools (0.27 SD) to favoring public schools (0SI3).

Developing Countries

Much of the outcomes based research on devel@pungtries has studied outcomes using similar
empirical strategies, particularly in comparing lprind private schools. For instance, Kingdon @99
p.59) notes that many such studies conducted intdes such as India, Tanzania, and Colombia have

consistently shown that private school studentsescbigher on tests than public school students.
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Empirical studies that try to address the sampbixgen bias and the possibility of ability differees
between students in public and private schools agsclimenez and others (1988, 1991, 1995) on Hukila
Colombia, Tanzania, the Philippines and the DonamiRepublic also arrive at the same conclusions:
private schools are more effective at increasisgjgeores even after controlling for student, fgraid
community characteristics (Sharma, 2012).

One of the more significant and positive vouchgreziments is the Colombia voucher
experiment, which was evaluated for short and lemm effects (Angrist, Bettinger, Bloom, King &
Kremer, 2002; Angrist, Bettinger & Kremer, 2006hely find that the winners of the voucher lotteryeve
about 15% more likely to have attended private sHive percentage points less likely to have edpd
a grade, 10 percentage points more likely to hiishied &' grade, and also scored 0.2 SD higher on
achievement tests. These results have been ubightmht that it voucher impacts may be higheteiss
developed countries. However, further inspectiothefimplementation process indicates some
implementation flaws that make these results suspéar instance, response rates were quite lod, an
only about 55% of the voucher winners and 53% efbucher losers responded; randomness could have
been contaminated as the “win” rates of some sshwete much higher, such as some schools where
100% of the applicants had won the voucher, whehatuthors attribute to political influence. Amahg
programs’ other noted issues were that the voudidenot keep pace with tuition, although its poiaint
consequences for differential attrition were nsicdssed.

A few of the most recent quantitative studies (Bna&005; Sharma, 2012; Thapa, 2011) on
Nepal utilize a comprehensive school survey witldsht-level data conducted in 2004 (Ministry of
Education and Sports (MoES), 2005). All three stadinvestigate the public-private outcomes gaps&he
studies find that even after controlling for schdamily, student and community characteristics the
private-public gap remains. These findings holdafaariety of models, including various OLS and
propensity score matched specifications that attéongontrol for selection biases.

A few recent studies from South Asia utilized ngmerkmental methods, primarily propensity
score matching, to minimize the selection problem @ompare similar groups of private and public

school students using large, representative ciexg#gal data. Chudgar and Quin (2012) study ramall
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urban India and find that low-fee private schowoks reot performing better than public schools. The
authors highlight the heterogeneity of the privagetor with this study, and their argument is réscient

of McEwan (2001) and Elacqua(2010)’s attempts sagljregate the private school sample in the Chilean
context. In contrast, Thapa (2012) finds that eafer propensity score matching techniques, theee i

positive private school effect in the Nepal context
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Chapter 5 Appendices

Appendix 5.1 The characteristics of public schabég were identified as competition or as the best
schools in the district

In this appendix, | analyze the characteristicgudilic schools that were identified by other
public schools as being competitor schools or arsiting best in the district. | model public schabkst
have been identified as “competing” or “best” sde@s a function of geographic proximity and other
explanatory variables.

Coubsub= @ + Ghirgsot Cinirasz+ PP +0Z + ¢ (Model A1)
whereCpussuvjequals 1 if the public school was selected as mfmting” school or “best” schodGiniras2
andCyrgsarepresents the medium and high competition as meaddu terms of geographic proximity (low
competition is the omitted categori)represents a vector of the explanatory variabiedZ represents a
vector of school characteristic controls. The dptige data are shown in Table Al, and the logistic
regression analysis results presented in Table A2.

The public schools that are mentioned as “comp&solgools have similar examination
performance (English and Math test scores, pergerdgastudents meeting high and low cut-offs)
compared to public schools in the overall sample dompeting public schools appear to have higher
student enrollment on average. The public schbealswere mentioned as “competing” schools were
logically likely to be located in high privatizatienvironments and were likely to have much higher
female enroliments (a reason for their higher émeanhts). While these schools were not likely toéhav
higher examination performance, these “competindilip schools were more than twice as likely toeggr
that parents were highly involved in their schodiaties. The schools mentioned as being among the
“best” in the district have much higher enrollmaare significantly more likely to be selective, drale
substantially higher mathematics test scores drigheer percentage of students meeting the high

proficiency cut off.
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Table A5.1 A comparison of education charactesdtietween public schools in the sample and the
schools they identify as competitors or the besbsts in the district, 2011-12

Competing schools Best schools
Public school Public school Public
identified as Public chosen as one of school not
competing school not the best schools chosen as
school by at chosen asa in the district by among the
least 1 other competing at least 1 other best
public school school public school schools
N 401 42 479 156
High-stakes outcomes
* School-average English test
scores 34.8 32.7 47.7 31.8
* School-average Math test
scores 54.5 54.1 78.5 50.2
» Percentage of students who
secured passing grades (over
32%) 83.3 81.5 97.7 76.1
» Percentage of students who
secured first division grades
(over 60%) 40.4 35.0 89.1 30.6
Other characteristics
* Total fees in grade 1 (Nepali
Rupees) 300 75 800 95
* Total student enrollment 606 363 1179 441
* Enrollmentin grade 1 39 29 116 30

Source: Authors’ calculations based on the Comb{edntitative Dataset.

Notes: There were a total of 212 public schoolh@ésample. Since each school was asked to list up
three competing schools and three best schoolsatie public schools could be mentioned more than
once. Thus, the 401 competing school list is cosgoriof 170 separate schools; and the 479 bestlschoo
list is comprised of 56 separate schools.
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Table A5.2 Logistic regression models of competing best public schools on school and community
characteristics
(Estimated odds ratios)

Public school is
mentioned as a Public school is
competing school chosen as one of the
by at least one best schools in the
other public district by at least one
Dependent variable school other public school

Variable name competing best

School examination performance

¢ Percentage of students who passed the high-stalasration
with a score over 60%, 2010-11 0.997 1.06***

Objective Competition
e Medium number of private secondary schools nearby 0.81 0.97
e High number of private secondary schools nearby 3.25%* 0.98

Community level characteristics

*  Female literacy rate, 6 years and older, 2001 1.16 1.33
¢ District dummy (proportion Kathmandu) 0.81 0.44
¢ Urban dummy (proportion urban) 0.58 1.49

Sorting characteristics

¢ Whether the school requires an entrance examinftiagrade
6 admission, 2011-12 0.69 3x*

Principal perceptions (1 = agree or strongly agoebe following
statements)

¢ Private schools are better than public schoolvé@ral quality

0.49 426*

e There is no need to compete with private schoaksesihe

competition is really with other public schools 0.44 0.28
¢ Our teachers who have more than 15 years of experigre

excellent 1.26 1.68
¢ Parents are highly involved in school activitie®ur school 2. 3gx* 0.90
Other school characteristics
¢ Total grade 1 to 10 enrollment, 2011-12 1.23** 1.85%**
e Percentage female in grade 1 to 10 enroliment, 2211 1.59* 2xx%
¢ Class size in 6th grade, 2011-12 0.93 . 739*
¢ Whether school has inadequate desks, 2009-10 .395** 0.62
¢ Whether the school has a computer room, 2011-12 2.17* 3.42%**
N 443 635
R-squared 0.20 0.66

Source: Authors’ calculations based on the Comb{edntitative Dataset.
Notes:*, **, and *** indicate significance at 10%, 5% arid% level respectivelylncludes other school
characteristics as controls.
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Appendix 5.2 Some key regulations governing prigaeooling: requirements and provisions for private
school establishment and functioning

Process for Opening a Private School
To open a private school one has to apply the groes and pre-requisites which are legally
based on The Education Act of the Government ofalNephey have to apply at the related District
education officer (DEO) for approval. In case daqprimary schools, the application must be produted
the related DEO at least two months before thé¢ stdhe education semester. In the case of primary
lower secondary or high schools, schools that fandtom Grade 1 through Grade 10, the processdas
be initiated at least three months before the efdlte education semester.
Once the application is received, the DEO will fyeifithe pre-requisites have been fulfilled.
Then, the DEO must approve it and provide the djpeya@ertificate 30 days ahead of the startindhef t
education semester. The DEO has the authoritygooap primary and lower secondary schools (schools
that function from Grade 1 through Grade 8). Ineaafshigh schools (those that function from Grade 9
onwards), the request will be forwarded by theriseducation committee, along with its
recommendation, to the Director of Education atrthgonal level. Then, the Director of Educationstnu
similarly provide the certificate 30 days before #tart of the education semester. While providing
approval, the DEO and the Director of Educatior feilow the instructions of the Ministry of edudar
regarding requisite school mapping and the all@abimber of the schools.
Who can open a school
A single person can register a company. In the ocbaa educationauthi (private or public
trust), there must be at least figethiyars(trustees) running the school.
They need to demonstrate that they have met tlenolg criteria with official documentation.
(1) Demonstrate approval from their community affitials:
* No objection letters from two neighboring schools.
* Endorsement letter from the region’s village depatent committee or municipality.
» Recommendation from the school supervisor of thevamt region.

(2) Demonstrate adequate financing:
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* They need to demonstrate that they have a permarcembe source to manage the school.

* The schools must have security deposits of thevi@ig amounts - Rs.50,000 at the primary
level, Rs.150,000 for a lower secondary level sthaad Rs.200,000 for a high school level
school. They must provide a copy of the deposiifizate from the commercial banks (Nepal
Bank, Rastria Banijya Bank or the Agricultural Dieg@nent Bank) to the District Education
Office.

» Ifthe school is to be operated in a rented hatnssy, need to show that they have a 5-year house
lease contract.

(3) Provide other official documents relevante¢bal registration:

* The applicant will submit the necessary registrapapersiRrabhanda patra and Niyamabgif
it is registered as a company or as a guthi (tagtpol.

» Citizen certificate and education certificatesh# school owners.

(4) Other school specific documents:

* The details of their curriculum, text books ancthesa teaching manuals

* The details of their fee structures

» Teacher related documents: teacher appointmeatdetjualifications, certificates, citizenship
certificates, and teacher licenses

They need to follow these guidelines while opemathme school.
On school infrastructure:

* The school must provide adequate furniture peisciasm.

* The class room size and rooms must be appropriztealylated and protected from rain and
provide enough lighting

* The size of the school compound should allow algtudents to be present at the same time.

* There must be a compound wall surrounding the dchoo

» There should be provision of adequate drinking wspply, and provision of separate toilets for

girls and boys
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* There should be provision of sports equipment’d, @rthe very least the provision of volley ball
facilities

» There should be provision of first aid medical litieis

* Incase itis a residential school with residentlshts, there must be the provision of a residentia
building

On classroom teaching:

» They need to provide adequate teaching materials &8 black boards, globes/maps,
mathematical equipment and other educational nadgeri

* They need to provide adequate science lab equipasgmér the curriculum

* Asingle class should have a minimum 22 and maximdratudents and an average of 33
students

On school fees:

» Schools can take the amount of fees based ondbairomic classification (A, B, C or D) — for
instance, A graded schools can charge higher lfieesB or C graded schools.

» Private schools can only take fees under the fatiguaeadings: monthly tuition fees, additional
fees (extracurricular fees, library fees, mainteediees), admission fees, miscellaneous fees
(examination fees, computer fees, special acts/iges, clothing and food fees), and a deposit
fee.

* They can only take fees for the extracurriculardfiég that they provide.

* The total additional fees cannot equal more thanmwenths of the monthly tuition fees. The
admission fees cannot be more than 1 month of trehty tuition fees. The deposit fee cannot
be more than 1 month of the monthly tuition fees] should be returned afterwards.

»  Of the total monthly tuition revenue, 60% has taihkzed for teacher salaries, benefits and
improvements. The other 40% may be used for rehglarship and administrative costs.

On scholarships:

* Atleast 10% of the students must be provided Wwéh scholarships.
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* Based on the government's guidelines, at least 29 ko be students who were victims of the
Nepalese people’s revolution. These include childfemartyrs and other victims of the
insurgency. The remaining 8% scholarships havet