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Abstract

Several studies on diffcrent aspects of private higher education (HE) have been conducted in
South Affica. As a result of such studics, a picture of the naturc of the sector and its size and
shape has emerged. However, because new institutions get cstablished and some old ones
close down; because student enrolments change from year o year and beeause the overall
system of HE cxpericnces changes in policy and the environment with which it deals, it
becomes meumbent upon rescarchers to keep auditing developments in the sector. This
article serves the purpose of re-auditing the state of private HE in South Africa, that 1s, it re-
cxamines the state of the private HE sector within the changing policy and environmental
context of HE. It makes use of the literature generated by the previous studics of the sector
and factors in new empirical information, with regard to changes in policy environment and
data on private HE institutions. It analyscs public-private partnerships, the size and shape of
the sector, the for-profit and not-for-profit dimension and quality of education in the private
HE sector.

Introduction

Throughout its historical development the private HE sector operated in the fiinges of the
public HE scetor and, as such, was never identified as a factor in the HE system of South
Aftica. lts sudden burst into the mainstream of HE in the 1990s and in different forms such as
franchises, partners to local public and foreign institutions, direct and independent presence
of transnational institutions or simply local privatcly cstablished institutions, were largely
thought 1o be a threat to the well being of the HE system of the country. This and other
misconceptions about the sector still exist cven though the sector is gradually beginning to be
understood.

A few empirical studics on private provision of HE in South Alrica have been conducted.
These include a study of size and shape of the private HE sector conducted in 2000 (Mabizela
et al, 2000); a case study of 15 privatc HE institutions focusing on staff, students,
management and facilities conducted by the Human Sciences Research Council (Kruss,
2002); analysis of 58 private HE institutions that had applied for reaccredidation of their
programmes by the Higher Education Quality Committee (I1EQC)' of the Council on Higher
Education (CHE) in 2002 (CHE, 2003) and a study of public-private partnerships in the

" This is an accrediting body of the CHE.
T The CHE is a statutory body set up to advisc the Minister of Education on any aspeet of HE. Tt began s
operations from 1999,



Education (CHE)® in 2002 (CHE, 2003) and a study of public-private partnerships in the
provision of HE in South Africa (Mabizela, 2004). Some of these studics were triggered by a
need to understand the operations of the sector since, previously, it had been concealed and
some of its operations were ncw anyway.

Like the public HE, private HE is a dynamic sector. [t develops and changes with time. This
means that there has to be a continuous study of its developments, its role i human resources
and social development and in HE and how the sector can be developed in order to give
support to the HE system of South Africa, alongside the public HE sector. To this extent, this
article seeks to cxamine private HE scctor, taking to cognisance the information gencrated by
previous studies, Tt seeks to re-assess the seclor as it now operates, update, and consohdate
the knowledge and understanding generated by previous empirical studies.

Thus, 11 order to make a thorough assessment and re-cxamination of the scetor this article,
firstly, retruces the development of the policy environment for privaie HE in South Africa
and includes the latest developments in government policy on the sector. Secondly, it briefly
analyses public-private partnerships in the provision of HE and the impact the phenomenon
has on the HE landscape and, generally, on the HE system. Thirdly, it updates knowledge of
the size and shape of the sector including the levels and fields of its operations. Fourthly, it
e¢xamines the for-profit and not-for-profit dimension of the sector and analyses the
profitability of for-profit private HE institutions. Fifthly, the article interrogates the quality of
private provision of HE and, lastly, it concludes the discussion.

Private Higher Education Policy in Historical Context

Privatc HE dates back to the bepinnings of HE in South Africa, early in the 1ot century.
However, because privately cstablished institutions of the time never sustained as private
mstitutions, but were taken over to become state owned, there was never a policy or its
legislation until mid to late 20™ century when there were private post-secondary institutions
that sustained”.

The Cormrespondence Colleges Act, No, 59 of 1965 (Department of Education DoE, 1965)
was the [irst legistation that dealt with private provision of post-sccondary education in South
Africa. At the time, some private providers offered tuition by correspondence, possibly
because there was unmet demand for distance provision of vocational cducation and at levels
lower than qualifications offered by the University of South Africa (Unisa). That 15, non-
degree courses but at post-sccondary education level. The Act, among other things,
cstablished the Correspondence Colleges Council, which had powers to register private
tuition providers.

A focw vears earlier, the Eiselen Commussion (Department of Education, 1951 - U.G. No.
53/1951: paragraph 356) had reporled nine institutions provided courses, particularly, to
black students ranging from secondary to degree courses. The commission reported a
growing demand for correspondence education among blacks and hence a “rapid increase in

" Ihe CIIE is a statutory body set up to advise the Minister of Fducation on any aspect of HE. It begon itx
operations from 1999,

* For the history of private higher cducation in South Affica, see Mabizela, M (2001) Towards u Contextual
Analysis of Structwral Patterns of Private-Public Higher Education in South Afvica. Unpublished  thesis,
University of the Wesiern Cape, Bellviile (South Africa).



the number of students cnrolled” (Paragraph 357) in these pnvale correspondence
institutions.

Another phenomenon, which had developed prior (o the enactment of the Correspondence
Colleges Act, was the offering of some courses in collaborative arrangements between public
and private institutions. This practice was first reported in the 1948 De Villiers Commission
of Enquiry on Technical and Vocational Education (DoE, 1948). Long aficr the practice had
sustained, the government regulated university partnerships with other providers in Scctions
18A and 18B of the 1984 Joint Statute (Department of Justice, 1984). The statute stipulates,
among other things, that the university council shall accept final responsibility for learning
programmes and teaching taking place in its partnerships; the council shall determine
admission requirements for partnership students and shall be responsible for recompensing its
university partner institutions for aid in provision of tuition.

By early 1990s, the above-cited legislation had, somehow, lost touch with the reality of the
demands of students, leading to a laissez faire situation thal saw mushrooming of private
institutions. Confirmed evidence by both the private and public sector personnel suggests that
the necwly cstablished private institutions began with private individuals offering tutorials and
lectures to UNISA students (i.e. distance cdueation students). On identilying increasing
demand for such tutorials and lectures, some began to establish centres some of which were
later developed into private institutions.

After the democratic clections of 1994, there was mounting pressure, especially on
historically white institutions (HW1s) to adhere to the principles of transformation by, among
other things, admitting black students. Prior to 1994, HWIs were lawfully barred from
admitting black students. Somc residential HWIs, especially the Afrikaans institutions,
started offering distance education with a view to increase their enrolments, especially of
black students. Partnership agreements with private institutions became a vehicle towards
achicving this goal bul without having the physical presence of such students on their main
campuses (see Clocte and Fehnel, 2002:387).

Iitherto and with the exception of the Correspondence Colleges Act, there was no lepislation
or policy towards private HE. A radical step towards recognition of private HE institutions
came through the Constitution of the Republic of South Africa, Act 108 of 1996 (South
African Government, 1996). In terms of Section 29 (3) of the Constitution, everyone has the
right to establish and maintain, at their own expensc, independent educational institutions that
do not discriminate on the basis of race; are registered with the state; and maintain standards
that are not inferior to standards at comparable cducational institutions. This law opened
space for the establishment and recognition of private HE institutions, among others.

Subscquent to the Constitution, the White Paper on Higher Education (DoFE, 1997a) declared
recognition of “a relatively well-cstablished private higher education sector in South Africa,
offering programmes under franchisc from professional institutes or from local and
international universities, and in somc cascs under their own auspices”. The White Paper
further declared that the Ministry wishes to avoid the risk of laissez-faire proliferation of HE
programmes offered by an increasing range of providers, without benefit of a planning
framework and without adequate safeguards to cnsure the quality of provision. Furthermorc,
the policy states that the Ministry recognises that private provision plays an important role in
expanding access o HE, but



The key challenge in expanding the role of private institutions is to create an environment
which neither suffocates educationally sound and sustainable private institutions with
state over-regulation, nor allows a plethora of poor quality, unsustainable “(Jy-by-night”
operalors into the higher education market.

Finding that balance has, indeed, proven to be difficult and extremely challenging as it will
be demonstrated in the discussion below, The subsequent Higher Education Act (DoL,
1997b) puls Lo practice both the declaration of the Constitution and the policy in the White
Paper. According to Section 51 of the Higher Education Act (DoE, 1897h)

No person other than a public higher cducation institution or an organ of statc may
provide higher education unless that person is
(2) in the prescribed manner, registered or conditionafly registered as a private
higher cducation institution in terms of this Act; and
(b)Y registered or recopnised as a juristic person in tenms of the Companies Aet, 1973
(Act No. 61 of 1973), before such person is registered or conditionally registered
as contemplated in paragraph (a).

Section 53 of the Act stipulates that applicants should be financially capable of satistying
their obligations; maintain standards that are not nlerior 1o standards at comparable public
HE institutions; comply with the requirements of the appropriate quality assurance body and
with any other reasonable requirement prescribed by the Minister.

To promote an cnabling environment for HE institutions, Section 3(3) of the Higher
Bducation Act (DoE, 1997b), empowers the Mmnisier of Education to determine the scope and
range of operations of public and private HE scetors and individual institutions of either
sector. Furthermore, the CHE maintains that in the interests of coherent and rational planning,
HE is and must remain an cxclusively national competency (CHE, 2000:46). Ilowever, the
scopc and range of privale HE providers remains at the behest of market forces. That 1s,
private FE responds to students and labour market demands and is, thus, shaped accordingly.

The escalation of partnerships between public HE institutions and private providers had gone
to unchecked reaching undetermined proportions. This prompting the Minister of Education
to impose a moratorium on new partnerships from February 2000, Meantime, the Department
of Education conducted an investigation into the phenomenon. The National Plun for Higher
Education (DoE, 2001} lified the moratorium in 2001, and declared that the Ministry would
not tund student places in partnerships unless such programmes were approved (by the CHE)
in the public instilution’s three year rolling plans. Morcover, in terms of the National Plan,
public institutions are required to seek approval for introduction of programmes for which
state subsidies arc not required. Programmcs should meet quality assurance criteria sct by the
HEQC (Higher Education Quality Committee). Equally, public institutions concerned should
take full academic responsibility for partnership programmes and students must cnjoy all
bencfits that come with registration at that public institution (DoE, 2001: 66).

With regard to functions of private HE institutions and their agreements with public
institutions, the CHE (2000:45) is of the view that

appropriate legislation and regulations would cnable private institutions to contribute to
providing access 1o higher education of quality and meet development needs, on their
own, or in responisible partnerships with South African public instittions.



To this extent, thc Ministry of Education concurs with the CHE, that the scetor is
inadcquately regulated. Deducing from the CHE statement, this means that private HE
institutions are not regulated in such a way that they fulfil the role of being complementary to
public HE institutions, as well as, contribute to social development. The examination of pros
and cons of muking the private HL sector complementary to the public scctor requires a
separate discussion.

The Department of Education promulgated Regulations for the Registration of Private
Higher Education Institutions in 2002 (DoE, 2002). The regulations outline the eligibility
criteria used for applicants who want to operate private HE institutions; guidelines for
compliance with registration requirements and sct responsibility criteria for maintenance of
registration, among others. The regulations require private institutions to offer only
programmes leading to qualifications that are repistered on the NQF (National Qualifications
Framework); to maintain the necessary academic and support staff with appropriate academic
or professional qualitications and cxperience to achieve the objectives of cach programme; to
maintain quality management systems, sufficient space, equipment and instructional material
and not cxeeed the enrolment that the facilitics and equipment can reasonably accommodate
and to maintain full records of each siudent’s admission, academic progress and asscssment
of learning in respect of cach programme.

In spitc of the fact that both the CHE and the Department of Education support the view that
private LE institutions should complement the public sector institutions, the legislation and
policy do not stipulate crileria or procedurcs for private institutions to fulfil this role. Thus,
some commentators believe that government policy is aimed at protecting the public from
programmes of dubious quality, as well as, protecting public institutions because some
institutions attributed their diminishing student enrolments to competition from private
institutions (Bitzer, 2002:25; Cloete and Fchnel, 2002:382). Tn addition, Clocte and Fehnel
(2002:382-3) arguc that government policy stopped innovative undertakings “which could
have addressed some of the priority areas in higher education, such as increasing enrolments
in science, mathematics and technology courses™ However, nonc of the private higher
cducation institutions operate in the identified priority arcas. This is because programmes in
science, cngincering, mathematics and technology are expensive to run and private HE
institutions are overwhelmingly for-profit and would not venture into programmes deemed to
be non-profitable to them but, rather, require lots of investing.

Despite all the legislation and policies outlined above, there is still no connection between the
privatc HE sector and the social apenda, to which both private and public institutions would
be required to focus. That is, the private HE sector is not regulated such that it addresses the
existing social agenda of transformation of the country. Morcover, the policy and legislation
do not set criteria for levels at which private institutions should (or should not) operate. For
instance, the CHE (2000,45-6) suggests that private providers seeking to function as multi-
purpose institutions should be required to meet the set criteria and also fulfil the social
purposes, roles and goals of institutions of that particular catcgory. As a result, private
institutions are cxpected to “maintain aceeptable standards that are not inferior to standards at
a comparable public higher education institution™ (DoE, 2002: 16(3)) cven though they are
not comparable to public HID institutions in all possible respects. That is, private HE
instilutions are expected to perform at levels higher than they exist, For example, none of the
private HE institutions in South Africa are universitics and yet (hey ate cxpected to compare
to universities.



Furthermore, despile the ollimal recognition of some private institutions, in the form of
accreditation of their programmes by the HEQC and registration with the Department of
Education, there is no set procedure for articulation within the private sector and between the
private and across sectors, In this regard, the CHE (2000, 46) suggests that mechanisms for
articulation must cxist to ensure that the system is highly integrated. [t further suggests that
articulation between institutions “must be embedded featurcs of, and must permeate, the
entire system so that continuing education, life-long learmng, horizontal and vertical mobility
arc all enhanced” and should not be left to individual institutional partnerships. All these
mean that for the Department of Education to achieve its goal of a fully-integraled and single
coordinated system (sce DoE, 1997a), private HE should be appropriately regulated and
recognised as part of the HE system.

Public-Private Partnerships Providing Higher Education

A study of provision of HE within public-private partnerships was conducted in 2002 and
2003 (Mabizela, 2004). The purpose of the study was to examine why and how public-private
partnerships for provision of HE arose; to interrogate the roles and responsibilities of partner
institutions and to examine the impact of these partnerships on the IIE landscape in South
Africa.

The study found that in 2002/2003, there were 55 private 11E institutions in partnership with
12 public HE institutions. Three types of public-private partnerships were identified in the
study: Service Partnerships, Tuition Partnerships and Professional Institutes Partnerships.
Tuition Partnerships were further subdivided into Specialist, Comprehensive, Capacity
Development and Access Partnerships. Each of these is described below:

» Service Partnerships: have private partner institutions that provide inlrastructure and
administrative support scrvices to distance cducation students of face-to-face® public
institutions. Public partner face-to-face institutions that venture into distance education
register students through their private partner institutions. All learming materials and
gualifications arc the responsibilily of the public partner institution. The main function of
private partner institutions is to co-ordinate and facilitate administrative links; they do not
Tecture, teach or tutor. This type of partnership is as a result of the fuct that public face-to-
face institutions that venture into distance education do not have the necessary
infrastructure and do nol want to invest in it becausc it might be temporal, therefore, they
make use of the services of experienecd private distance education institutions,

¢ Tuition Partnerships: have privale partner institutions that offer face-to-face tition. In
fact, some private partner institutions in Tuition Parinerships have learming programines
of their own. Tuition Partnerships arc by far the largest group of partnerships, and were
broken down into four sub-types:

o Specialist Partnerships: consist of private partner institutions that specialise in only
one or two fields of study, for example, business, managemcnt, commerce,
marketing, information technology or computer studics. Specialist private partner

4 In international literature, the term “face-to-face imstilutions™ is used inlerchangeable with “residential
institutions™. Because residential has a dual cormotation {place to live - student residences - und contaer hetween
students and lccturers) face-to-face is preferred to denote the face-to-face contact that occurs between students
and lecturers during tuition delivery process, as opposed to distance education where, theoretically, there is no
face-to-face conlact between the twoe,



institutions are not necessarily large in terms of student enrolments and are mainly
parincrship with dedicated distance education public institutions (¢.g. the University
of South Alrica — UNISA). The main operation of the private partner institutions is to
offer franchised learning programmes, to the extent that they are often dependant on
these franchise agreements for survival. Their facilities tend to be limited to
classrooms where tuition is delivered or practical training conducted.

Comprehensive Partnerships: have private partner institutions which arc sometimes
referred to as ‘multipurpose’ providers. These providers strive to develop thetr own
higher education lcarning programmes alongside franchised ones, They have their
own physical lacilitics to cater for face-to-face provision of tuition, and ofien invest
heavily in creating a campus environment, They offer a diverse choice of leurning
programmes drawn from various ficlds of study, some of which may be franchised
from public distance and face-to-face institutions, transnational institutions,
professional instilutes and various examination boards. Comprehensive Partnerships
private partner institutions tend to target school leavers. All but onc of the twelve
Comprehensive Partnerships privale partner institutions examined in the study had
their own Jearning programmes that were accredited by the Higher Education Quality
Committee (HEQC) and registered with the Depariment of Education.

Capacity Development Partnerships: have private partner institutions that take the
development of their disciplines and professionals centrally, and invest their material
resources in this process. The focus is on training and capacity development of their
resources (personnel, infrastructure and discipline — field of study).

o Access Partnerships: have private partner institutions that register and certificate
L. I

partnership students so that they will be able to enter public partner HE institutions.
These are students who would not ordinarily gain entry to public inslitutions because
they do not meet the academic entry requirements. Curriculum and tuition arc
developed within partnerships, with public partner institutions cither participating in
curriculum development and/or endorsing learning programmes. Access Partnerships
arc developmental in naturc and are sometimes characterised by hybrid qualifications
— that is, programmes comprising learning materials taken from both sides and
certificates bearing emblems of both institutions,

Professional Institutes Partnerships: have privately cstablished Professional Institutes
that operate in applicd and practical domains of disciplines. The interest and priority of
Profcssional Institutes is to improve the professional competence ol practitioners in their
respective fields. They develop their own learning matertals and programmes, and either
provide them through distance cducation or franchises. Professional institutes are one of
biggest franchisers of education.

In the 2002 academic year, there were 85 657 siudents cnrolled with private LIE institutions.
Of these, 55 885 were in the public-private partnerships and some 29 772 enrolled directly
with private institutions®. Eighty-six percent of partnership students cnrolled in the few
distance education programmes that were offered by public providers and logistically

* From a study of %6 registered private institutions in 2001, Subolzky (2003 421) found that there was an
overall figure of 85 6357 students cnrolled with private HE institations. Of these, 35 428 were parlnetship
students, of which 43 267 were ceilicated by local public institutions. There were 30 220 enrolled direetly with
private HE institutions.



administered by private providers (Service Partnerships). Only 14 percent were enrolled in
much smaller numbers across a much more diverse set of distance cducation programmes
which were mediated by face-to-face tuition (Tuition Partnerships). Paradoxically, this means
that the majority of programmes were delivered face-to-face, whereus the overwhelming
majonty of students studied by distance education mode and with no face-to-face tuition.

There was concentrated demand for qualifications in Busimess, Commerce, Management
Studies, Education and Computer Studics. In fact, partnerships retlected the sume enrolment
patterns found in public institutions. There very litile presence of key study fields in which
there are shortages in the labour market such as Manufacturing, Enginecring, Health
Sciences, Social Services and Mathematical, Physical and Life Sciences.

Most partnership programmes were offered at certificate and diploma levels or Level 5 in
terms of the National Qualifications Framework (NQF). This is the base level of HE. The
reason for concentration at NQF level 5 is because private partner mslitutions are not
cquipped to support higher levels of education in the HE band.

A number of public institutions claimed to be entering partnerships agreements beeause they
wanted to make HE accessible to students who would otherwise not have had the opportumty
to enrol in HE. It transpired, though, that most institutions meant geographical and formal
access. However, no work was done in the partnerships learning programmes to ensure the
intellectual development of students at a HE level. Thus, partnerships provided institutional
differentiation o diversify choice of distance education institutions.

The demand for these partnerships is fargely driven by distance education students enrolled
with public HE institutions but requiring additional learncr support in the form of face-10-face
tuition, Private partner institutions offer such face-to-fuce tution. This unique mediation of
distance education may be a conscquence of apartheid’s desiructive cducational legacy,
leaving students unconfident to study on their own through distance education without face-
to-face hackup. It may also be due to the location of public institutions and their inflexibility,
which does not allow them to offer face-to-face tuition at the places and times easily
accessible and convenient for working students.

Whereas the majority of programmes in public-private partnerships were founded on the
demand for face-to-face mediated distance education, the vast majority of partnership
enrolments fell within a few distance cducation programmes offered by traditionally face-to-
face (resideniial) public institutions. Much of this provision was in the form of Further
Diplomas in Education and arose because of a push for marketisation or enterprising of some
public HE institutions. Such public institutions sought a nced to generate new forms of
income und henee new markets for student enrolment. Traditionally face-to-face mstitutions
began to provide distance cducation even though they had no cxperience of it. Given their
inexperience, they sought the services of experienced private HE institutions in this regard to
assist with the daunting logistical and administrative demands of their new venture into
distance cducation provision.

The demand for face-to-face tuition in distance education should not be surprising because
according to De Boer et al (2002: 25), “despite the support for ICT in higher education, most
analysts agree that the traditional pattern of face-to-face leaching and learning will continue
to exist”. In both the technikon and university sector parinerships, the majority of learning
programmes were delivered face-to-face, followed by mixed mode and then distance



cducation mode. Despite the fact that the majority of students were registered for distance
education mode, (ace-to-face provision offered more diversity in terms of leaning
programmes,

The overall impression that could be deduced from the study is that private partner
institutions were jumor parlners in the majonty of partnerships. They did not have even close
to the same powers as public partner institutions. There was very little capacity development
provided to private partner institutions with fow cxeeptions of the institutions within Access
and Capacity Development Partnerships.

Educationally, there was very little that private partner institutions were able to contribute to
the partnerships. Many ol the private institutions (44 of the 55} were not involved in the
development of materials, nor were they involved in determining how those materials were to
be used. Such decisions rested with the public partner HE institutions. ‘That is, private partner
institutions did not have significant responsibilitics in the partnerships. Most private partner
institutions were, thus, more like tuition agents for public partner institutions.

Do Size and Shape Matter?

Currently (October 2004), there are 99 private HE instilutions registered with the Department
ol Education. Of these, 10 arc provisionally registered meaning that they have not fulfilled all
the requirements for registration. ourteen have been issued with letters of intent to cancel
their registrations because of their continued failure to comply with the requirements of their
registration. Only three, Bond University, Monash Untversity (both Australian) and Business
School of the Netherlands are transnational institutions.

In terms of Scetion 54 (7) “no private education institution may call itself a university or a
techmikon or confer a professorship or an honorary degree or use the title of rector, vice-
chancellor or chancellor, unless it 1s registered as a private higher education in terms of
Chapter 7 and the word “university” or “technikon” appears in its name”. This means that the
word “university” or “teclunikon” have (o be approved by the registrar of privatc HE
tnstitutions 1f a private HE institution wishes to have cither in its name. None of the
registered private HE instifutions arc cither universities or technikons. Even transnational
institutions such as Bond Universily and Monash University that opcrate as universitics in
their home countrics, arc registered without the word university and thus are Bond South
Africa and Monash South Africa respectively.

Moreover, none of the regstered private HE institutions are rescarch institutions. They are all
teaching institutions, A few that aspire to function as universitics have some of their lecturers
involved in individual research and participating in academic conferences. Some are in a
process of establishing research departments,

Historically, unlike the public TIT sector, the private HE sector was regarded as informal and
therefore did not have formal channels of accountability and reporting of its cnrolment
patterns, Mabizela, Subotzky and Thaver (2000) made a first attempt to measure the number
of students in private HE institutions. The fgure of 108 000 beadcount students in 145
private institutions included students enrolled at Further Education and Training (FET) level,
becausc most private institutions combined FET and HE. Subsequently, Subotzky
(2003:421), drawing on data submitted by 86 private HE institutions that were registered with
the Department of Education on December 2001, reported a total of 85 657 students.



Approximately one-third — 30 229 students — were registered for programmes owned by
private institutions. The other two-thirds — 35 428 students — were registered in programmcs
oflered in partnerships with certification done by public partner institutions, This {igure
parallels the 55 885 headeount partnership students reported in a separate study conducted on
public-private partnerships in provision of HE in 2002/03, by the Fuman Sciences Research
Council (Mabizela, 2004). Subotzky (2003) reported that, in the 2001 cnrolments Black
students “and Africans in particular” formed the greater proportion of enrolments than other
race groups, Women were fairly represented among “local private institutions™ and under-
represented in “transnational institutions” (i.c. thosc offering higher levels of HE education,
e.z. MBA), The race and gender breakdown of enrolments in private HE institutions is still
very difficult to conclusively discuss because private HE institutions have not been
aggregating their enrolments in this manncr.

Tn 2001, 71% (or 21 586) of the total of 30 229 hcadcount cnrolments in private HE
institutions were at NQF Level 5 (Subotzky, 2003). Moreover, there were 9 466 (11%)
headcount enrolments that were reported to be below NQF Level 5. Similarly, the CHE
(2003:24) found that, of the 58 institutions that had applied for re-accreditation of their
programmes with the HEQC in 2002, 49 (84,5%) offered programmes that, although
presented as at HE level, were actually at FET level 4, A small number of institutions also
offer courses at NQF level 6 (first degrees and higher diplomas), mostly in public-private
partnerships (Mabizela, 2004). This is testimony to the fact that most privatc scctor
institutions in South Africa are not yet cquipped to support senior degree programmcs.

The majority of private 11E institutions are situated in the three main metropolitan areas of
Johannesburg, Durban and Cape Town, Mabizela ef. al. (2000) found that 56% operated from
the Gauteng Province and 14% and 11% in KwaZulu Natal and Western Cape respectively.
This spread is directly linked to their responsiveness to their ‘clicntele’. First, these
metropolitan areas are centres of high cconomic activity and have a high number of
employces who require higher lovels of qualifications and conveniently provided (after hours
and face-to-face). Privatc institutions are able 1o fulfil this requirement but the quality of
content is a matter for a separate investigation and discussion, Second, these metropolitan
centres host a relatively higher concentration of public HE institutions that attract large
numbers of students but for various reasons some are unable to obtain entry. As such, private
HE institutions become alternatives, Third, the metropolitan areas host a concentration of
industry, which constantly requires specialised skills, which some private institutions offer or
purport to offer.

Most studies confimm that the majority of private instilutions mainly offer business,
commerce and management studics (Mabizela, 2004; Subotzky, 2003 and Kruss, 2004). For
exarnple, in 2001 34% (or 10 306) of private HE enrolments registered in the field of
Business, Commerce and Management studies. This was followed by Information
Technology (IT) or computer studics with 24% (or 7 037) ol cnrolments. Regarding
programmes at firsi-degree level (NQF level 6), 70% of public-private parinership carolments
were at this level and in the field of Education, Training and Development. This suggests that
partnership student enrolments in this feld targeted on-the-job (cachers who wanted to
uperade their qualifications. Thus, private HE institutions make little contribution to training
students in high skills and to scarce skills, Moreover, this means that the private HE sector
has quantitatively insignificant impact on the HE system and to HRD. Considering that the
public HE sector averaged about 620 200 headcount cnrolments between 1999 and 2002, the
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above data means that the private HE scctor supports about 5% of HE students in South
Africa.

While the private HE sector provides no highly qualified graduates, they play an important
skilling role. The NQI level 5 at which they mainly operate interfaces with FET and provides
intermediate skills. Kraak (2004 75) defines intermediate skills as “those located in the
middle education and training band that include all post-junior sccondary school certificates
and their cquivalents but which ecxclude degree level qualifications in HE”. Because
universities derive most of their state funding from degree programmes, they tend to neglect
certificate and diploma programmes (NQF Leve] 5) and have focused on higher levels of HE
(NQF TLevels 6-8) while specialising on academia, research and practical training of HE
learning. While this arrangement appears lo be clearly demarcated, Kraak (2002, 10}
observes that, lately there has been a convergence to NQF Level 5 marked by “downward
institutional creep™ of public HE institutions and “upward institutional creep” of public FET
colleges. Thus, NQF Level 5 has become a convergence point of growth due to high demand
for certification at that level (see also Kruss, 2004). It is on this basis that Kraak (2002:10)
suggests that there is growth of “intermediate skilling” and, by implication, that the growth
potential of private HE institutions is enormous, despitc questions about the quality of
provisjoning. It is at this level and 1o this demand that many private HE institutions respond.

For-Profit vis-a-vis Not-for-Profit

The dimension of for-profit or not-for-profit is not always easy to determine because, while
some institutions claim not to be for-profit, they actually draw financial profits from their
involvement in HE provision. The type ol company by which a privatc institution is
registered does not solve this problem either. For instance, Institutions registered as Section
21 companies. in terms of the Companies Act No. 61 of 1973, are supposed to be not-for-
profit. However, institutions can be registered as not-for-profit but their vperations gencrate
enough income for them to be able to reinvest in their operations, sustain salaries of the
personnel or cven informally distribute profit to company owners or shareholders. Thus, their
not-for-profit status remains only technical, as Levy (2002:20) notes globally that most of the
world’s private HE is legally not-for-profit. Mcaning that, in order to determine the status ol
institutions a number of characteristic features have to be identified and, even there, the
decision may not always be conclusive,

Besides the type of company and claims made by institutions, another method is to analyse
their balance sheets. Whether or not institutions are profitable does not really matter because
the original objective of registering institutions as for-profit entitics is to generate profit. Levy
(2002:20 argues that legally for-profit institutions need not actually turn a profit. Not-for-
profit private HE institutions that intended to make profit, but are unable to cannot be
detected through analysis of their balance sheets. Such a state of affairs illustrates that there
have to be factors taken into consideration before deciding whether institutions are for-profit
or not. For cxample, whether lor-profit refers solely to the type of business and/or ability to
generate profit.

Despile the difficulty of determining the for-profit and not-for-profit status of private HE
institutions, some trends and patterns can bhe determined from available data, For instance,
not-for-profit private HE institutions are mainly religious institutions, despite the fact that
some venture inte commetcialisation. O the 99 currently registered private HE institutions,
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20 (20%) arc religious based/owned institutions. All of them are Christian faith institutions
despite the fact that there is a significant Muslim and 1lindu following in the country.

Of the Y9 currently registered private HE institutions, 13 are owned by the Johannesbury
Stock Exchange (JSE) listed cducation companics. This is not necessarily to say that other
institutions that arc not JSE listed arc not-for-profit, but their status is not as obvious as those
that arc listed.

A study of public-private partnerships in the provision of HE (Mabizela, 2004) showed that,
of the 55 private institutions that were in partncrship agreements with 12 public institutions
only 13 were registered with the Department of Education, All the 13 registered privatc
institutions including 32 others were for-profit institutions. Put differcntly, 81 per cent ol the
partnership private institutions were for-profit,

Indeed, South Africa is not unique with the proliferation of for-profit private HE institutions.
Some of the countries that undergo similar experience are the United States of Amicrica,
Thailand, Indonesia, Singapore, Malaysia, the Philippincs, Brazil, and Peru (sce Gonzalez,
1999: Levy, 2002 and Lee, 1999). Characteristically, for-profit private HE institutions have
been identificd to be largely operating in the provision of certificates and diplomas (non-
degree qualifications) and less on graduate studies (degree qualifications). This 15 also the
case with many private HE institutions in South Africa (as discussed in the section on size
and shape of the scctor above). According to Sawyerr (2002:38), comparative evidence
shows “a decisive concentration on courses with a strong vocational and directly market-
responsive character, and hardly any natural science or technology™, an obscrvation that truly
applies to South Africa. The reverse is true for institutions that claim to be not-for-profit in
that they predominantly operate at university level, and often are religious bascd initiatives
(sce Sawyerr, 2002:39). A further discussion of the dimensions of for-profit/not-for-profit is
carricd out in the lollowing sub-section.

Ownership, Funding and Profitability

The type of ownership sometimes reflects on the actual type of a privatc institution. For
example, private institutions owned by corporations arc often lor-profit. However, there are
religious owned institutions that take up for-profit character even though gencrally they are
nat-for-profit. Such religious owned institutions also venture into the leaming programmes
perceived to be financially lucrative: commerce, business, management studies and
information technology. Ownership of private HE institutions in South Aftica is very diverse.
Somc are family owned businesses, others are owned by religious institutions, consortia and
corporations.

Some education companics (i.e. private companies that own HE institutions) began to list in
the Johannesburg Stock Exchange (JSE) in 1996, Among other reasons for listing, Acumen
(one of the education companies) cited an increase of its capital basc and that it wanted to
provide the company with a further source from which permancnt capital can be obtained,
Clearly, this mcans generating more profit. By 1999, there werc five listed cducation
companies. [n 2000, the five JSE listed education companics owned 43 institutions (30%) of
the 145 private institutions that had applied for registration with the Department of Education
(Mabizela er.al, 2000). Their share of student enrolments was about 60 per cent, Some
companics de-listed and, currently (October 2004}, only ADVTECH and Naspers arc JSE
listed cducation companics. The companies also operate in other seclors such as media,



gemployee recrutiment and placement agency. Morcover, not all for-profit institutions were
listed in the JSE. That is, some for-profit institutions generate profit outside of JSE listing,

Of the 99 currently repistered (October 2004) private HE stitutions, eighl arc owned by
Naspers (Educor)” and {ive by ADVTECH. Of the 30 229 students envolled with registered
private HE institutions in 2001, 6 397 (21%) students cnrolied with Educor institutions. Of
the 35 428 partncrships students, 48 291 (87%) students were cnrolled with Educor
institutions. This means that, of the total of 85 657 (own and partnership) students enrolled
with repistered private HE institutions in 2001, 54 688 (64%) students were enrolled with
Educor mstitutions.

ADVTECH accounted for 6 725 (8%) of the total of 85 657 students enrolled with private HE
msiitutions in 2001, Of the 6 725 students, 3 544 (53%) students were enrolled for
ADVvTECH’s lcarning programmes and 3 81 (47%) were cnrolled for partnership
programmes offercd in ADVTECLs private HE institutions.

Thus, in 2001, Naspers and ADvTECH (the two JSE listed companies) accounted for 61 413
(72%) of all private HE enrolments. This means that, overwhelmingly, private HE students
were repistered with for-profit institutions. The cnormity of partnership students between the
two companics (57 869 or 68% of all partnership students) suggests that their partnerships
with public HE institutions and professional institutes are another source of income, since
their involvement in education is accompanied by profit making.

Sources of funding for private HE institutions are very diverse. For cxample, they come in
the form of tuition fees, income generated through trading of shares (for those that arc stock-
market listed), selling of busincss franchises (where relevant) and oflering of franchised
learning programmes from transnational institutions, local public institutions and professional
mnstitutes.

The profitability of privale HE institutions, however, is not easy to dctermine. Such an
exereise will require a careful monitoring of balance sheets of companics that own for-profit
private HE institutions. The fact that some of the big cducation companies also operate in
other levels of education (General and Further Education levels) as well as in other areas of
business (e.g. employment recruitment agency, outsourcing of temporal employees, media
and others) further complicates analysis of profitability of ¢ducation companies.

Despite the difficulty in identifving and analysing profitability of for-profit prvate HE
institutions, some trends of the listed companies could be providing clues. The choice of
listed education companies or their holding companies as an example ts because they are
clearly for-profit. At the peak of listing of cducation companies between 1998 and 1999,
Moneyweb (hitp:/www.moneyweb.co.za/Economic trends) observed that education was fast
approaching the kind of status that Sccurity, Information Technology and Financial Services
were acquiring as “big winners” of booming stock market shares.

Educor was the first education company to list in the JSE on 19 Junc 1996. At the time of
listing its shares werc worth 300 cents and closed at 225¢ on its first day of trade
(http://www.moneyweb.co.za/Egonomic trends). By September 1897, Educor’s shares had

* Until 2000, the Educatton lovestment Comporation Limited (Educor) was an independent company direclly
listed in the JSE. It was acquired by Naspers, which hitherto, among other companies, owned the MNational
Private Colleges comprising Lyceum and Success Colleges and Mentor Business College.



picked at 650¢., Tn December 1998 11 reported o turnover of 151%. Profit attnbutable Lo
shargholders rose to R71-million (104%) compared to R35-million of 1997, The education
division contributed 26% of the R71-million attributable profit, of which 42% (10% of the
turnover) came from the distance cducation wing, whercas 58% (36% of the turnover) from
face-to-face learning. In its financial report, the company summed up 1ts projection as
[ollows:

The education companics all have strong market shares, and much sought atter curricula
and, while student numbers may be less buoyant than in previous years, the demand for
superior education and training conlinues, In addiion, the group will continue its drive
into the arca of adult basic education and training where there are exciling growth
opportunities, (Cape Times - Business Report, 3 March 1999),

At the time the company was bought by Naspers in Junc 2000 its shares had plummeted to a
mere 26¢. Educor was reported as having a “satisfactory year™, yet its losses before tax in
cach of the 2001 and 2002 financial years amounted to R68m. In fact, in 2001 the market
value of the company was cstimated at around R49.4m, about 25% of what 1t was on histing
in 1996 (http://www.moneyweb.co.za/Economic trends). According to Naspers, tor the fiscal
year cnding 31 March 2003, Educor had revenue of approximately RS550 million
(http:/f'www.naspers.co.za).

Clearly, there was (and probably still 1) a problem with profitability of education, especially
amony listed education companmces despite contrasting statements often reported in the media.
The fact that three out of five education companies de-listed, perhaps, is cven a better
indication that HE is not as profitable as it used to be before legislation on HE came into
effect in 1997, In its submission to the Competition Tribunal (November 2002), Naspers
conceded that both colleges (Lyccum and Success) were in financial difficulty attnibutable to
a reduced turnover and a massive increase in operational expenses which were double those
expanded in 1998 (cited in Competition Tribunal, Case No. 45/1.M/Apr()0). Moreover, an
informal analysis’ of balance sheets of 17 private institutions for the academic year 2003
showed that those nstitutions were not profitable.

There could be numerous reasons for the decline of profitability of private HE and some of
the obvious ones are dealt with here. Firstly, the Higher Education Act (DoE, 1997b) came
into eftect in 1997 and required that all private HE institutions be registered with the
Department of Education. Before they could be registered, the Department of Education
required them to have they programmes accredited by the HEQC. The South African
Qualifications Authority (SAQA) carried out this function at the time because HHEQC was not
yet set up. Initially this was a long and demanding process and operations of unregistered
institutions became threatened as some institutions continued failing to mecl the demands of
the regulatory framework. Sccondly, the public was increasingly becoming awarc and acting
cautiously against unregistered institutions. As such, many private HE institutions lost many
potential “clients” in the form of students. Thirdly, the moratorium on new partnerships
between public and private HE institutions and the subsequent strict policy on thesc
partnerships dealt a further blow to the potential revenue of for-profit private HE institutions.

The non-profitability of private IE institutions does not nccessarily mean that they are not
subsistent, which is possibly the reason why many still continuc to operate. Non-profitability

7 An informal apalysis of balance sheets of 17 private HE institutions was catried out in the Department of
Feducation. That is, it was nol meant 25 a formal study or even some sort of decision-making.



ol the JSE listed companies also does not nccessarily mean that smaller for-profit private HE
operations are not profitable.

Although it is not illegal and there is no inherent conflict between using HE for financial gain
and addressing social development, the parochial orientation of the private HE sector
institutions in South Africa tends to marginalise social development, relevance and
democratic practices. That is, for-profit private HE institutions generally do not scck to
address themsclves to social challenges as well challenges facing HE such as access, equity
and quality. Schwartzman (2002:102) observes that contemporary private institutions do not
aspire to play any significant role in the definition and construction ol a new social order.
Unfortunately, this takes place under a general perception that private HE institutions arc
more responsive to the labour markcet (and/or student needs) than public sector institutions.
Given this perception, it would then appear that the definition and construction of social order
are not regarded as part and parcel of labour market requircments. Therefore, the perceived
responsiveness of the private HE scctor does not address itself to social development.

Quality of Education and Employment of Graduates of Private Institutions

In terms of Section 53 (1) (b) (ii) of the Higher Education Act (DoE, 1997h), the registrar of
private HE institutions may register an applicant as a private HE institution if the registrar has
reason to believe that the apphicant, with regard to all of its HE programmcs,

will comply with the requirements of the appropriale qualily assurance body accredited
by SAQA in terms of the South African Qualifications Authority Act, 1995 (Act No. 38
of 1995).

In the case of HE in South Africa, the relevant SAQA accredited quality assurance body is
the Higher Education Quality Committee (HEQC) of the CHE. Therefore, private (and cven
public) HE institutions must have their programmes accredited by the HEQC, As such, before
privatc HE are considered for rcgistration the Department of Education requires that they
have their programmes accredited by the HEQC. In fact, in terms of the Regulations for the
Registration of Private Higher Education Institutions (DoE, 2002) over and above the above-
cited requirement, an applicant applying 1o opcrate as HE institutions must provide written
decluration that it will maintain the necessary academic and support staff with appropriate
academic or professional qualifications and expericnce to achieve the objectives of each
programme; will maintain a quality management system including assessment policies and
procedurcs appropriate to each programme; will maintain sufficient space, equipment and
instructional material to provide education and training of sufficient standard to achieve the
objectives of each programme; will not exceed the enrolment that the facilitics and equipment
can reasonably accommodate and will maintain full records of each student’s admission,
academic progress and asscssment of learning in respect of each programme.

However, despite the above-stated requirements, in its report of the re-accreditation process
of programmes of 38 private HE institutions the CHE observed a bleak picture of quality of
private HE provision (CHE, 2003). There is no doubt that the majonty of private HE
institutions in South Africa sct up as small for-profit businesscs, a trend also to be found
intermationally (Levy, 2003:5). As such, they survive by putting in little investments and can
simply pull out if they do not yield the required results. Thus, the CHE (2003, 39-41), whose
function includes regulating HE provisioning in South Africa, found that many private HE



institutions do not have structures and strategies to deal with quality assurance and that
(CHE, 2003:36),

Students articulated complaints sround access, poor or non-existent inter-library losn
facilities and generally under-resourced libraries that made assignments and other tasks
very diffieult to accomplish.

This negative picture is compounded by the reports that the sector largely relies on
inexperienced, under qualified and mainly part-time employed staff, much against the
requirements for the registration of private HE institutions (sce DoE, 2002). The CHE
observed that “somc institutions consisted entirely ol part-time staff’” while in others there
was lack of adequately qualified and cxperienced staff (CHE, 2003:31-33).

Even worse, there scemed to be no effort (o improve these conditions. To this end, the CHE
(2003:46) concluded “poor guality programmes, despite being financially accessible to low-
income lamilics, do a disservice to their students and the country in general” in that they
inject poorly prepared graduates to the labour market.

It is for this reason that both policy and the public HE sector have to shoulder some blame.
Higher Education policy does not provide for the development of the sector in a way that
would allow for intcrventions by public HE institutions. [n Ghana, for instance, all private
university colleges must affiliate with public universities for quality assurance purposcs,
although this may not be ideal for many parties involved. Nevertheless, a strategy needs to be
devised in order to uplilt the quality of HE provision in the private HE scctor in South Africa.

Furthermore, the study on public-private partnerships in the provision of HE in South Africa
(Mabizela, 2004) found that in most cases public institutions used the partnerships instead of
developing their own infrastructure for distance cducation provision. Thus, cssential
equipment and materials such as books, libraries, computers, Internet and computer training
centres were not given the necessary attention. The result was that the quality of learning in
partnerships was often questionable, despite the fact that private institutions mainly offered
fields of study that did not demand expensive equipment and infrastructure,

S0 far, there has been no comprehensive study of employability of graduates of private HE
institutions in South Africa. However, alongside the concern over quality of Icarning at
private HE institutions, inherently, there is alse concern over the quality of graduates who
cater the labour market from private HE institutions. Kruss (2004:114) arpues that some
private institutions are driven by corporatisation of IIE, “in responsc to a demand for
programmes and qualifications dircctly tailored to the specialised needs of corporations™.
That is, some privatc HE institutions offer programmes that are demanded by corporations
and in that way their graduates are, somewhat, assured employability il the students were not
sent by corporations in the first place.

Conclusions

Despite the drawn out evolution of policy and legislation of private HE in South Africa
within a relatively short period, the balance between getting nid of fly-by-nights operations
and creation of environment which “neither suffocates educationally sound and sustainable
private institutions™ (DoE, 1997a) has not yet been attained. Such a balance will only be
atlained once the private [IE sector has been fully integrated to the HE system, whereby



articulation botween the sectors will be possible. For this state of affairs to be achieved,
private HE should be appropriately regulated such that it serves a particular level of HE and,
therefore, not be compared to the public HE sector, For private HE institulions that wish to
operate as universities and universitics of technology (as are public seclor institulions), clear
criteria and guidelines should be set.

The legislation on the privatc HE scctor is not designed such that the scctor contributes
positively to the HE system and human resources development needs. The legislation mainly
concentrates on linancial viability of private HE stilutions and quality of their programmes.
Indeed, these two aspects are important, but the legislation neglects other aspects to which the
sector can contribute positively, such as provision of access to HE, especially in areas where
public HE are unmablc to access. If the private HE can be involved in this area of HE
provision, it can also be madc to address the imperatives of equily and be nuartured to provide
quality cducation. Moreover, privatc HE institutions should be appropriately legislated at a
suitable level which does to equate them with public HE institutions because the two sectors
are not operating at the same levels of HE.

The narrow focus of the private HE scctor in terms of fields of studies nceds broadening,
especially Lo include ficlds of studies that are key to the human resources development in the
country. Moreover, there has to be improvement of the public-private partnerships in the
provision of HE such that they provide quality education and serve (he demand for this
service. Lepislation that enhances the productivity of this phenomenon is required.

The quality of learning at the private HE scctor has been reported by the CHE to be in poor
form. All aspects that contribute to good quality learning environment, teaching and learning,
such as, the condition of classrooms/training centres; the quality of teaching: qualifications of
teaching staff; libraries and tcaching materials are satd to be in poor state. Of course, some
institutions are promising in some of these aspects. The HE system, which includes public
HE institutions, has to improve this situation if the private HE sector 1s to contribute
positively to the HE system, the human tesources development requirements of the country
and employability of its graduates. It is abundantly clear that the public HE cannot meet all
the demands for higher learning in South Afiica, thus, the private HE sector has to be
nurtured in order to address the shortfulls of the public HE sector, among other requirements.

Within the sphere of addressing shortfalls of the public HE sector, there are imperatives such
as access (tormal and epistemological), gender, social class, race and rural-urban cquity that
still need close monitoring in the HE system of South Africa. Such monitoring has to ensurc
that there is balance and fairness across these aspects. In the same manner that the public HE
sector has to ensure urban-rural, pender, social ¢lass and race cquity so should the private HE
sector. As such, the intervention of legal framework is required for both the public and
private HE scctor so as to ensure that none are unfairly discriminated against in the provision
of HE in South Africa.
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