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Introduction
“Education should be for all without discrimination and we should teach students according to their aptitude.”
“
”
— Confucius
We are always longing to achieve both personalization and equality of education for all. And it seems that we are
closer to this long-held education philosophy and dream with technology.
283 million students, over 500 billion USD national education expenditure, another 150 billion family education
investment, 4.4 billion USD EdTech investment in the first ten months of 2018. Those numbers indicate a dynamic
and active education market and EdTech development in China.
When we talk about EdTech innovation in China context, it’s not only about adopting technology to improve efficiency
and access of educational resources. It’s also about 21st century skills, technology, and competence-based learning
in addition to traditional exam-oriented learning; and it’s also about student-centered learning methods and
pedagogy, empowered by technology; and it’s also about the overall improvement of learning experience, both online
and offline, driven by consumption upgrade and technology penetration.
We hope this report can help you get a context of China education and EdTech development and decode the latest
trends, opportunities and challenges in the market.
Sophie Chen
Partner, JMDedu
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Chinese Student Population Stable at 283 Million
Student population accounts for 19% of total
China is the most populated country in the world with over 1.4 billion
people. Thus, the education market is also the largest market in the
world, containing many complexities and nuances. In 2016, there were
a reported 283 million students from Pre-K to higher education across
China. On average that is 190,000 students per million people—or
approximately 19% of China’s population. The student population in
China has stayed relatively constant in the last 5 years.

Geographical Differences
Though the overall education market in China is large, there are vast
differences in student population, funding, and education resources
across different regions in China.
China’s student population is more concentrated in the middle of China
whereas northern provinces and coastal provinces generally have
fewer students. This distribution is due in part to China’s aging
population. In some provinces in the middle of China, like Henan, the
student population is nearly 260 thousand students per million people.
Source: National Bureau of Statistics
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Younger Student in the West, Higher Ed in the East
Students living in eastern China
have more education resources
than those from western
provinces, as eastern cities are
wealthier and can allocate more
to education resources.
Elementary students make up
the largest segment in the
public school market. Though in
western provinces the overall
population of Chinese people is
lower, this is where the highest
concentration of elementary
students reside. Higher
Education institutions are
concentrated in the more
affluent, costal sections of
China’s east.

Source: National Bureau of Statistics
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National Expenditure in Education over 4% GDP
China’s central government’s financial education expenditure

PreK Education Spending Grows at 16%
At the national level, expenditure towards education in
China has increased every year. The largest increase
has been national education investment in Pre-K
education, increasing by 16.11% since last year.
Elementary school investment also increased by 9.96%,
which is logical considering the high proportion of
elementary-aged students in the Chinese education
market. In terms of higher education, expenditure has
actually decreased by a small margin.

4%+ of GDP
Almost every year, the Chinese government
has increased its percentage GDP of
funding towards education investment. It is
set to be higher than 4% of China’s GDP.

Source: National Bureau of Statistics
* 1 USD= 6.95 RMB (Chinese yuan)
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Funding for Chinese Students on an Upward Trend
Education Funding for Chinese Students
Funding allocated for student’s education in China has increased
consistently since 2011, growing from 1,805 USD in 2011 to 2,110
USD in 2015. Education has always been important, but now more
funds are allocated to student’s education. The government has
become more affluent and education funding has become more of a
priority in China, both of which have contributed to the increase in
funding.

Variation of Student Funding by Geography
Funding for education is also varied across China. In wealthy
eastern provinces, students have over 7,278 USD dedicated to
education. These cities are the richest in China, so the government
can allocate more money towards schools. Throughout middle and
southern China, the average student receives only 1,601 USD. In
western provinces, which are usually poorer, the average student
receives a higher $5,211 USD. Students from these areas receive
funding through government subsidies. These subsidies allow
students from ethnic minorities—who often need more financial
and academic support—a better chance at a good education.
Source: National Bureau of Statistics
* 1 USD= 6.95 RMB (Chinese yuan)
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Student Teacher Ratio Decreasing
Decreasing Student Teacher Ratio
The student teacher ratio in public schools across all grades
has decreased from approximately 20:1 in 2006 to 16:1 in
2016. The overall decrease in the student teacher ratio in
public schools may be explained by the increased funding by
the government for public education across all levels of study.

Variation of Student Teacher Ratio by Geography
Geographic differences across China also play a role in the
student teacher ratio. The higher student teacher ratios can be
explained by the number of students in each province—
provinces with more students have a higher ratio. In Guanxi, a
province with 238K students for every million people, the
student teacher ratio is 19:1. Likewise, Ji Lin a province with
only 136K students, the ratio is only 11.8:1. Additionally,
provinces with the highest student teacher ratios often have the
lowest level of education funding, so schools have a harder time
hiring more teachers.
Source: National Bureau of Statistics
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After School Education Market: 100 Billion USD+
One special feature of China’s education market is after
school institutions. After schools are organizations that
are separate from a student’s regular school, that
provide supplementary education to students of all
ages. They are a place where students can gain a
holistic education, receive tutoring, do test preparation,
learn languages, participate in extracurricular activities
and even gain vocational education skills.
The size of the K12 after school market is estimated to
be more than 433 Billion RMB by the end of 2018,
according to F&S. In 2016, there were over 200,000
after schools across China. In provinces where after
schools are the most common—along the coasts—
there are, on average, seven after schools for every
10,000 people. Since the market is so large and covers
many disciplines, after school institutions are constantly
innovating and influencing many students in China.
Source: Frost & Sullivan
* 1 USD= 6.95 RMB (Chinese yuan)
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K12 After School Tutoring Participation over 40%
Because of China’s education system, more than half of the
students will choose to take after-school tutoring classes,
especially before taking the college entrance exam. It is
estimated that in 2017, China’ urban students spent around
10.6 hours each week on various after-school classes. The
pressure of exams and high performance expectations are the
main reasons parents register their children for classes. The
participation of high school students reached 58%.

Source: Frost & Sullivan

About 50% of the after school institutions (nondegree) are geared towards K-12 education and
focus on tutoring for academic subjects. Sectors
specializing in vocational education (professional
certificates), holistic education (competence-based
education), and language learning are also growing
markedly.
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International Schools Slowed Growth Due to Regulation
But the demand is still high
International Schools are becoming an increasingly popular
option for both local and foreign students, and have stayed in
high demand. In 2015, however, the number of privately-run
international schools dropped due to increased regulations on
private school curriculum. In the last two years, there has been
a sharp drop of international schools founded. Despite the new
regulations, the demand for international schools is still
incredibly high.

Distribution of International Schools
Most international schools are located in urban hubs along the
the east coast, such as Shanghai and Beijing. These cities are
very wealthy and have a much higher foreign population.
Outside of these urban areas, international schools across
China are relatively uncommon.

Source: Xinxueshuo, JMDedu
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International Schools Vary in Size and Tuition Fees
Size of Schools in China

Tuition Fees

Curriculum

The median school has 300 students
and 150 staff members. The student
teacher ratio is 6.6:1, lower than
public schools in China (16:1).
However, students per school varies,
displaying the large disparity in size
of international schools.

The median cost of tuition at
international schools is 18,250 USD
per year. Several elite international
middle and high schools charge up to
55,220 USD and are very selective,
preparing students for success in and
out of China.

After 10th grade, international schools
are allowed to teach both
international and Chinese curriculum.
They can prepare students for
international exams such as A levels,
IB and Advanced placement which
help students apply for colleges
abroad.

Source: Xinxueshuo, JMDedu
* 1 USD= 6.95 RMB (Chinese yuan)
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Investment Volume and Deals Higher than Ever
China-based EdTech Investment Graph (2014 - 2018 Jan.-Oct.)
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• From Jan to Oct 2018, the total investment volume reached 31
billion RMB (4.4 billion USD), which is almost twice as much as all
of 2017. 417 companies were given investments— 56% higher than
in 2017.
• Since 2014, the investment in education has been growing every
year, aside from in 2016 when investors turned to look at the
profitability of Edtech products and allocated more money to
startups.
Source: JMDedu, Open Data, itjuzi
* 1 USD= 6.95 RMB (Chinese yuan)

• The most money is concentrated in top
EdTech companies.
• Top 1 deal accounted for more than 8%
of total funding for the last five years
and top 5 together made up almost of
one quarter of all investors’ money. The
top 10 absorbed 34.1% of total capital.
18

Money Stacked in Homework Tools and English Learning
• The majority of companies that are most funded lie
in sectors that have rigid demand, a massive
target consumer base, and are the earliest to
adopt technologies. Two of the largest sectors are
K12 and language learning, amounting to 80% of
the Top 10 Investment Deals in 2018 so far.
• In terms of currency, 8 of the Top 10 most funded
companies are raised in US dollars and the other
two are raised in RMB. This is due to the fact that
in China, the currency exchange is restricted by
the China Securities Regulatory Commission, and
indicates that these 8 companies are under VIE
structure and are likely to be listed in the US or HK
stock market.
• Zuoyebang stands out on the list by raising 2
rounds in 3 months with a total of 850 million USD,
replacing VIPkid as the most funded EdTech
company. Zuoyebang is a Homework tool
combined with ‘snap & search’ question bank
functions, and online K12 tutoring services.
Source: JMDedu, Open Data, itjuzi
* 1 USD= 6.95 RMB (Chinese yuan)

Top 10 Investment Deals in 2018 Jan-Oct
Time

Company

Track 1

Track 2

Round

Amount

2018/10/2

Zuoye
Bang

K12

Photo answer
search

E

USD 500 M

2018/4/27

VIPKID

Language
Learning

Online foreign
teaching

D+

USD 500 M

2018/7/18

Zuoye
Bang

K12

Photo answer
search

D

USD 350 M

2018/3/20

17zuoye

K12

Assign
homework

E

USD 250 M

2018/1/8

DaDa

Language
Learning

Online foreign
teaching

C

USD 100 M

2018/4/25

Knowbox

K12

Assign
homework

C

USD 100 M

2018/6/19

ABC360
Landi

Language
Learning

Online foreign
teaching

C

RMB 520 M

2018/9/5

Kaochong

Language
Learning

CET

D

USD 55 M

2018/10/23

YXT

Enterprise
Training

SaaS.

C

USD 50 M

2018/5/25

Code Mao

STEAM

Coding

C

RMB 300 M
19

M means Million

STEM and Vocational Training Cases are Popular
• For the first 10 months in 2018, sectors that have
received the highest investment deals are STEM
education, vocational training, and competencebased learning.
• The STEM education sector is the fastest-growing
sector– three times more cases were funded than
in 2017.
Number of Funded Cases 2014-2018.Oct by Sectors

Source: JMDedu, Open Data, itjuzi
* 1 USD= 6.95 RMB (Chinese yuan)

• So far in 2018, K12, language learning, and early
childhood education have the highest volume of
funding.
• K12 has been at the top of the list since 2015.
• Once again, STEM education is the fast-growing
sector in investment volume.

Total Investment Volume 2014-2018.Oct by Sectors
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Market Becomes More Integrated and Synergistic
• The proportion of early stage VC
investments and later PE rounds are
roughly similar in 2017 and 2018,
indicating that the structure of the
education market as a whole is
relatively steady.
• A significant difference is shown in the
“strategic investment” round which
accounts for 10.7% this year compared
to 3.1% last year. This increase implies
that big names in the industry who have
education or ed/culture related
businesses have been strategically
investing in startups and seeking
synergistic cooperation. This has made
the market more integrated.
• Over the past 5 years relatively higher
portion of Angle/Seed/pre-A rounds
have also been observed.
Source: JMDedu, Open Data, itjuzi
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The Call for ”Universally Benefit” Kindergartens
However, the surge of kindergartens failed to bring
accessible and affordable education to all. Private
kindergartens developed faster than public ones. In recent
years, they accounting for more than 60% of the total
market nationwide. These private tuition fees are a heavy
burden for many households.
To combat this problem, the Chinese government set a
goal that the gross enrollment rate should attain 85% and
that by 2020, 80% of kindergartens must be “universallybenefit kindergartens”. These kindergartens must charge
affordable tuition fees, guarantee equality of enrollment,
and meet the standards of local governments.
Since China lacks qualified kindergartens, the Ministry of
Education created a policy to expand and build more
kindergartens in 2007. This policy contributed to a sharp
increase of total of kindergartens and number of enrolled
children in the last ten years. The gross enrolment rate attained
77.4% in 2016, up more than 30% from 2007.
Source: Ministry of Education

Criteria
To establish a universally-benefit kindergartens and
transform private kindergartens, the institution should:
• be licensed (reach the authorized norms)
• charge a reasonable tuition fee
• offer standard pay and benefits to teachers and staff
24

The Amendment of Private Education Promotion Law
Private education sector, including both
full-time degree-offer schools and after
schools, play an important role in China’s
education. This Amendment of Private
Education Promotion Law set to clear the
regulations in the sector, which generated
heated discussion and had great ripple
effects in the education market in China.
On 7th Nov 2016, the amendment was
officially released. The core content of
this amendment is the division between
profit-making private schools and nonprofit private schools. Specifically,
profit-making private schools were
banned in the compulsory education
stage (Grade 1-9).

Source: Private Education Promotion Law

Besides compulsory education schools, all other schools were
allowed to choose to be non-profit or profit-making. For profit making
private schools, the government will not provide any compensation,
but instead charge corresponding taxes, specify property ownership
and re-register certifications. For non-profit schools, school sponsors
are granted corresponding rewards or compensation.
Depending on the sponsors’ choice, private schools have to follow
different regulations and policies. The State Council has clarified
aspects of financial support, supporting policy, differentiated land
policy, tax policies, classified charge, teachers and students’ right and
interests.
The transition time is mostly 3-5 years, though local governments
have different time table. By the end of the transit time, private
schools are required to defined their nature, and re-register their
school certificate.

25

2018: the Year of Competence-based Education
Competence-based Education policy briefing
Year
2013

2014

Key Points

Original Document's Name

The tendency to evaluate a school exclusively by students’ scores and
schools’ enrolment rate should be ended.

>
<

To establish students’ comprehensive competence profiles.
0

To stop taking test scores as the only criteria to evaluate a student.
2015
2016
2017

2018

To establish a comprehensive evaluation system of schools’ art
education, and to improve beauty education teaching quality.

>
>
2

8

“Student first” as the reformation consensus.
.

To draft out students’ science level criteria; to explore a multidimensional enrolment system based on students’ test scores and
comprehensive qualities
To implement culture development as the fundamental task of
education, to vigorously develop competence-based education

Source: Ministry of Education, State Council

.

2

1
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Heading for the Future: Technology Curriculum
In Dec 2017, the Minister of Education
released the “Curriculum plan of
general High school and curriculum
criterion of subjects like Chinese
Language (2017)” (known as the “new
curriculum criterion) and formally included
contents of artificial intelligence, STEAM,
and Maker’s education.
The new curriculum emphasized the
diversity of courses and student choices,
in order to promote personalised
education for all. On one hand, the new
curriculum laid great weight on traditional
Chinese cultural education. On the other
hand, it added robot design & making,
STEAM technology & liberal studies, data
management & analysis, and artificial
intelligence subjects into the general
technology and information technology
curriculum.
Source: Ministry of Education

High school general technology curriculum structure

Modules

Required courses

Optional required
courses

Optional courses

Tech and
design I

Tech and life;
Tech and engineering;
Tech and career;
Tech and creations

Traditional crafts and practice;
New tech experience and
exploration;
Tech integration and
application;
Modern agriculture tech

Tech and
design II

High school information technology curriculum structure
Categories

Modules

Required
courses

Module 1: data and calculation
Module 2: information system and society

Optional
required
courses

Module 1: Data and data structure
Module 2: Internet basics
Module 3: Data management &
analysis

Optional
courses

Module 1: Preliminary Algorithm
Module 2: Mobile application design

Module 4: Preliminary AI
Module 5: Three-dimensional design &
creation
Module 6: Open source project design
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College Entrance Exam (Gaokao) Reform
In Sept 2014, the state Council published “Guidelines on deepening exam
and enrolment system reforms”, that marked the beginning of China’s new
Gaokao reformation. Highlights in the guidelines are: the course-selection
system, “ABCD” grading system, two exam opportunities, and “two bases
& one reference”. Correspondingly, college enrollment was held to a more
strict and multi-dimensional criterion, including: cancelling the adding mark
policy, parallel application based on majors, independent enrolment, and
comprehensive evaluation.
Planned timetable for new Gaokao reform among provinces
Pilot provinces
2014

Shanghai, Zhejiang (implemented)

2017

Beijing, Tianjin, Shandong, Hainan

2018

Henan, Fujian, Hubei, Chongqing, Shanxi, Jilin, Liaoning, Inner
Mongolia, Heilongjiang, Hunan, Sichuan, Qinghai, Tibet,
Guangdong, Anhui, Jiangsu, Hebei, Guizhou, Jiangxi

2019

Ningxia, Yunnan, Gansu, Shan’xi, Guangxi, Xinjiang

Source: Ministry of Education

Challenges for high schools ahead
For schools’ administration:
• Many high schools face a shortage of
teachers and cannot attain their goal of a
1:8 student teacher ratio;
• The course-selection system cannot be
fully implemented in all schools, due to
schools’ capacity;
• Most schools lack career/college planning
teachers and tutors.
For tests and evaluation systems
• Two exam opportunities increase pressure
on students also test makers.
• Due to its difficulty, physics has become
the first subject abandoned by students in
higher grades.
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Consumption and Demand

China’s Internet Users Reached 801.6 Million
According to the 42th China Statistical Report on
Internet Development (from July 2018) the number of
China’s Internet users had reached 801.6 million,
taking up 57.7% of the country’s whole population.
Meanwhile, China’s mobile Internet users has also
witnessed an increase to 788 million people—that
accounts for 98.3% of the total Internet users. This
increasing rate of Internet and mobile Internet usage in
the population provides a fertile growth for EdTech
development.
China’s online learners reached 171.86 million, among
which 142.21 million are learning via mobile devices,
with half-year growth rates of 10.7% and 19.6%
respectively.

Source: CNNIC
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Mobile Payment Transaction Reached 120.3 Trillion RMB
% of total retail
e-commerce
transaction value

Mobile payment,
2016, Billion USD

McKinsey & Company

% of global unicorns
June 2016

Not only does the number of online learners reached a large
scale, the maturity of mobile payment paved the way for the
monetization of online and mobile learning tools, content and
platforms.
In the last 5 years, we witnessed a staggering growth of mobile
payment from 1.2 trillion RMB of mobile payment transactions in
2013, to 120.3 trillion RMB mobile payment transactions in
2017, a growth of 100 times. And according to McKinsey,
mobile payment in China is already 11 times higher than US in
2016.
And due to recent convenient mobile pay, education
consumption has faced a smoother transfer from tradition offline
purchase, to an Internet-enabled one and made possible the
monetization of mobile learning tools. China’s Online K12
Education Consumers Report in 2018 indicated annual
expenditure for online K12 education per capita is 6000 RMB
(approx. USD 900).

Source: CNNIC, McKinsey & Company
* 1 USD= 6.95 RMB (Chinese yuan)
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A digitalized transition: China’s EdTech Applications
Internet and modern digital technologies have permeated every sector in the education sphere. Key features of
EdTech such as convenience, innovation and efficiency have been widely noted, proven, and celebrated. Not only
does it help create learning content and individualized curriculum for its students, but it also provides a platform for
education managers to improve their management efficicency.

EdTech as learning
methods

EdTech as management
support

EdTech as learning
content

New technology enabled
“student-centered education”,
for example:
• Personalization empowered
by AI, Big data and adaptive
technology
• Blended learning combining
online and offline
• Immersive learning
environment using AR/VR/MR

Technology implemented greatly
improve efficiency of organization,
for example:
• Smart Campus Management
• Information security systems
• Cloud Platform and multimedia
learning resources
• Teacher Supply optimization
• Ed SaaS
• Instant feedback

As we are moving into AI age,
technology education became
ever more important to prepare
kids for the future:
• STEAM education (Science,
Technology, Engineering, Arts,
and Math)
• Interdisciplinary Mindset
• Coding Learning
• AI education
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Consumption and Demand

Spending Power Surged with the Rise of Middle Class
Recent economic development has formed China’s new
middle class. According to McKinsey, the new mainstream
which earns between 103,000-222,000 RMB annually
grew from 2% in 2005, to 43% in 2016 and is estimated to
reach 66% in 2025. They traded up to high-priced brands
and pay premium for better experiences. They will pay 300
RMB (40 USD) for a 25-minute online native English
teacher class for their kids.
Also, China’s Private Wealth Report in 2017 suggested
that China’s population of high-net worth individuals
exceeded 1.58 million. High net-worth individuals are
those who have properties valued over 10 million RMB.
The growth rate for high net-worth individuals from
2014-2016 is 23%. According to Hurun Report, 53% of the
high net-worth families choose to send their children
abroad in high school, and 23% choose to send their
children abroad for university education.
From: McKinsey & Company, China’s Private Wealth Report, Hurun Report

Affluent, >222k RMB (>35k USD)
New mainstream, 103k-222k RMB (16k-35k USD)
Mass: 37-103k RMB (6-16k USD)
Poor, <37k RMB (<6k USD)
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Education as a Rigid Demand for K12
According to China’s Education Fiscal Science
Research Institute, from the middle of 2016 to
mid 2017, national family education expenses on
education reached 9.9 trillion RMB—2.48% of
China’s 2016 GDP. Family education expenditure
has grown higher as urban resident’s demand
has increased.

On average, education spending takes up 5% of
urban citizen’s annual total expenditure, almost
twice as much as in America (2.1%). K12
education expenditure constitutes 21% of
families’ total income. Evidence show that,
education consumption can be expanded further
with the increase of per capita disposable
income.

From: National Bureau of Statistics, Minister of Education, China’s Education Fiscal Science Research Institute
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Catalyst Behind Education Consumption
Parent’s Anxiety: Falling behind peers
Based on China’s modern society and economic structure,
most middle-class parents purchase education products for
their children to sustain or upgrade their social position,
through transferring their economic capital into their
children’s education resources. With increased pressure
from China’s exam and social competitions, the anxiety of
parents becomes a huge driving force behind education
consumption, to ensure their children do not fall behind.

The New Generation of Parents
Now the parents for kids at K12 ages are mostly
post-80s. and for kids at 0-6 are mostly post-90s. They
prefer spending than saving compared with the previous
generation, exposed to Western culture, and more techsavvy.

High Online and mobile learning acceptance
Building up Cultural Capital
A transfer into a more fruitful cultural life is a great
component of an economic trade-up. Today, the middle
class’s consumption has also undergone a transfer from
purchasing show-off goods to building up cultural capital.

As more and more post-80 and 90 young people become
parents, the values of education consumption have
transferred from the preference of traditional products, to
the willingness to try out online courses, offline courses
with online appointments, and educational technology
products. The digital values are now outweighing
traditional ones.

36
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Early Childhood Learning Market Drivers
Parent: “Don’t lose at the starting point”

More newborns

Chinese parents widely believe that their kids
should start as early as possible to have future
success. This results in investment in education
at a very young age—0-3 years old. In 2018,
baby English, baby-parent co-learning activities,
and parental education grew very rapidly.

In order to mitigate fertility decrease, China has taken
further steps away from its single two-child policy in 2013,
to an universal two-child policy (UTP) in 2016. Because of
this change, newborn second child rose from 7.21M in
2016 to 8.83M in 2017, and started to make up more than
half of the total newborn population.

Policy: Universally-benefit Kindergarten

China’s annual newborn population (unit: 10k ppl)

Governments have taken measures building
“universally-benefit kindergartens”, with criteria to
provide quality, low-cost, and diverse kindergarten
education. The goal is to increase early education
accessibility by establishing an early education
system where the majority of families can send
their kids to kindergartens at an affordable price.

Source: China’s Health Committee, the State Family Planning Commission, and the State Statistical Bureau
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Digital Content for Early Learning Enjoyed Fast Growth
Number investment deals by product types

In 2017, 30% of early education investments were “content”
products. In 2018, 20% were dubbed as “baby learning” (literally
translated as Enlightenment Learning). Content products can be
categorized into three types, by their main users and business
models. Although content products are the most popular, the
field still needs to be monetized.
Early education has gradually begun including parenting
education. This trend became increasingly obvious as parents
began to purchase online courses for parenting tips and parentkid co-learning activities.

Content products by three user type
Category

Content

Business Model

Typical Products

Children

Children’s songs, stories, picture books,
animations

Memberships, content charge

Penguin Fairytales, KaDa Stories

Parents

Parenting knowledge, early education
methods, parent-child games

Paid courses

Small Step App

Teachers

Teaching materials

Community+ E business

Yoshi (Kindergarten) Pocket

Source: JMDedu
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Franchised Baby Centers and Blended Learning Models
Online penetration relatively low

International brands more recognized

Online early education penetration is relatively small
compared to language and K12 learning, making up less
than 2% of the whole online education market. EdTech
in early education mainly functions as management and
content support.

According to the China Early Education Blue Book, half
of the top ten baby center brands are international
brands. The rest are China’s local brands that introduce
international recognized pedagogy, curriculum and other
education resources.

Franchised Offline Baby Centers

Blended learning models adopted

Baby centers that look after kids aged 0-3 that offer
recognized early learning, and parental support are in
high demand. The franchising chain is currently the
mainstream mode of early education brands. Site,
investment, and operation capacity have been the
three key indexes to choosing a business partner.
Franchisors will provide brand marketing, personnel
training, daily operation, curriculum resource support.

Although the online penetration rate is low in early
education, kindergartens are starting to adopt blended
learning models, which are often called “Two-teacher
Classrooms” with one remote/online teacher and one
local teacher. This can solve the imbalance in the supply
of teachers. At the kindergarten level, two-teacher
classrooms invite high-quality teachers from first-tier cities
or native English speaking teacher to offer courses
remotely and local teachers help maintain the classroom
and organize activities.
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Language Learning: Foreign Tutors are Most Popular
Investment Trends: Twice as much as 2017
From Jan to Oct 2018, the language sector has raised
7.2 billion RMB (approx. 1 billion USD), more than twice
as much as 2017. 54 cases were funded, which is much
higher than the 30 last year.
The most funded company in this sector is VIPKID, an
online English speaking and listening practice provider
with foreign tutors.

Source: JMDedu, Open Data

Foreign tutors and Baby English

• Companies providing online English learning with
foreign tutors received the most funding in this
sector.
• Another sub-sector that is catching up this year, is
the English learning products for kids aged 0-6,
which is literally translated as Enlightment English, in
forms of English songs, storybooks, and toys.
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Drivers Behind the Heated English Learning Sector
Reform of the Gaokao

More younger kids studying abroad

In 2014, a series of reform plans were issued by the
government to the College Entrance Exam, also known
as the Gaokao. There have been a few changes in the
English subject sections:
• Some cities increased the number of assessment in
English subjects and now allow students to take the
highest score into their final count.
• After being tested in a few cities, the Gaokao English
subject will start to evaluate English speaking level.

According to research by Globally Mobile Youth, 78% of
international students in American high schools are from
Asia, among which 58% are from China, and this number
is growing each year. Changes in policy and cost of
sending students abroad has made it more popular to
send students to high schools and even primary schools
abroad. This, in turn, drives a younger age range of
English learners in China.

Consumption upgrade
As the middle-class increases in China, society has
witnessed an upgrade in consumption structure.
Parents are more capable of differentiating education
products and have started looking for more non-examoriented and competence-based English learning
products for their kids (e.g. practicing with foreign
tutors).
Source: JMDedu, Globally Mobile Youth

Tier 2 and 3 cities can now afford services
Apart from an overall increase in wealth, technology and
new business models have also played a role in learning
English with prime content, increasing resources
accessible to lower income cities and provinces. For
instance, a 1-on-4 class English lesson with live
streaming Pilipino tutors (who speaks decent English)
only costs 100 RMB (approx. 14 USD per hour), which
parents will willingly pay.
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K12 Education: Large, segmented and tech-combined
New Oriental (XDF) or TAL, has a combined market cap over 25
billion USD. Yet their market share in China is less than 4%. Despite
the decentralized education market, the K12 after-school tutoring
sector has developed for a long time and is a rigid demand.
However, in China, it is the K12 education market that adopts
technology the earliest, thus it’s on its way to becoming more
integrated, efficient and mature.

Policy Trends: Market More Regulated and Strict
In the past few years, the fastest growing of the K12 afterschool
institutions also cultivated a great proportion of unregulated learning
centers. Since the end of 2017, the government has taken a few
steps to regulate the market, including but not limited to:
• Inspecting the commercial permit and academic licenses of the
institutions
• Restricting the fire fighting access
• Regulating that tuition fees shouldn’t be charged more than every
3 months (usually charged very year).
Source: JMDedu, S&F
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K12 EdTech Product Business Models
For traditional K12 companies, their business model is often simple: offline learning centers. Combined with
technology, the K12 EdTech products show a variety of ways to improve students scores and increase teacher’s
efficiency.
Business
Model

Description

Monetization

Company Example

Tools

Targeting the K12 homework and assessments
by increasing the efficiency and quality in
perspectives of the students, parents and
teachers.

Free Premium. Basic tool is free while
charging for premium content or
services, often offering online/livestreaming tutoring lessons.

Knowbox,
17Zuoye

Providing 1-on-1 or 1-on-few online tutoring
lessons, and online studying materials, often
with centralized course development.

Online lessons and study materials.

Sanhao,
Onion Math

Proving a wide range of PGC and UGC selflearning content and online tutoring lessons.

Two models:
1. B2C: Courses are developed by the
companies itself.
2. B2B2C: Attracting smaller
companies to share their content

Netease Cloud
Classroom, Xueersi
(TAL online platform)

Online
Tutoring

Platform

Source: JMDedu
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K12 Homework Tools Receive the Most Funding
• The total investment volume and
number of cases from January to
October 2018 is much higher than
the entirety of 2017.
• By October, 53 K12 education
product cases were funded, with a
total investment volume of 10.5
billion RMB (approx. 1.5 billion
USD), increasing twice as much as
in 2017.
• Two K12 EdTech product types get
most funding: One is Photo answer
search, the other is digital
homework platform. Both acquire
tens of millions of users via their
free tool and achieve monetization
through online tutoring and paid
content.

Source: JMDedu, Open Data
* 1 USD= 6.95 RMB (Chinese yuan)

Top 5 K12 EdTech Deals in 2018
Time

Company

Sub

Product

Round

Amount

2018/10/2

Zuoyebang

K12

Photo answer search

E

500 M USD

2018/7/18

Zuoyebang

K12

Photo answer search

D

350 M USD

2018/3/20

17zuoye

K12

Homework platform

E

250 M USD

2018/4/25

Knowbox

K12

Homework platform

C

100 M USD

2018/4/22

Sanhao

K12

Homework platform

B

150 M RMB

Investment Volume and Cases for K12
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STEAM Education: The Fastest Growing Sector
National Policy Encouragement
• Since July 2017, the State Council and local governments in many
provinces have issued a number of policies encouraging non-examoriented, innovative, and practical education, these are some of the
signs for the positive development of STEAM education.

The Fastest Growing Sector
• By the end of August 2018, 44 STEAM education companies had
raised over 1.76 billion RMB (approx. 251 million USD), which is
about 700 million RMB (approx. 100 million USD) higher than the
entirety of 2017. Within the STEAM sector, coding education for kids
is the most popular. 44% of the STEAM companies who were funded
are coding education providers, amounting to 782 million RMB
(approx. 112 million USD).
• We estimated that the total market size for STEAM education in
China will be around 27 billion RMB (approx. 3.9 billion USD) in
2018* with the future growth coming from the increasing penetration
rate.
* Market size = Population (198 mil) * Penetration rate (1.5%) * Average price for one person per year (9k RMB) = 26.73 billion RMB
Source: Guangzheng Hang Seng Advisory
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Coding Education: Online Lesson is the Most Common
Business Models and Leading Players in Kid Coding Edu

Source: National Bureau of Statistics

The most funded sub-sector in STEAM education
is coding education for kids aged 5-15. This subsector adopts 3 major business models: tools,
offline and online courses, and platforms.
• Tools
Based on the open resources of coding
language, like scratch, some companies have
developed similar drag-and-drop coding blocks
languages that are more friendly towards
Chinese-kids and are adaptable to hardware
robot/engines.
• Courses and Tutoring
This is the most popular business model for kids
coding. The business model can be online or
offline, and can include pre-recorded or livestreaming videos, 1-on-1 or 1-on-4 class settings.
• Platforms
Platform companies combine online learning
communities, gamified lessons, and students’
works.
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Opportunities and Challenges in STEAM Education
Similar content and lack of innovation

Lack of teacher training system

• STEAM education can be roughly divided into the
sub-sectors: coding programs, sciences, robotic
education, STEAM classrooms, and education
content solution providers. However, within each of
the sectors, the products are to some extent
homogenous. There are few cross-discipline
products among most of the STEAM education
content.

• One of the problems most STEAM companies face
is the difficulty finding good teachers and course
development teams, since these jobs require a
wide span of knowledge and understanding of the
techniques to teach STEAM. After all, it’s difficult to
teach cross-disciplinary and critical thinking when
the teachers themselves were not educated this
way.

Lack of good content in public schools

More scenes to be explored

• So far, most STEAM content and products are
generated by after-school learning centers, and not
by public schools.
• STEAM classroom and related suppliers are in
great demand by public schools, however,
hardware/robots dominate this sub-sector, rather
than good content.

• Most STEAM education sessions take place just
like the traditional K12 after school tutoring
classes. Despite new methods of teaching, e.g.
PBL (project-based learning), there are more
exciting ways of learning to be explored. This is
also a great space for technologies to play a
significant role.

Source: National Bureau of Statistics
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Competence-based Education: Introducing Suzhi
Suzhi Education, meaning competence-based or character-based education, refers to non-exam-oriented education for
students aged 4-18. It includes arts (music, painting, dancing), sports, hobbies (chess, Go, bridge), summer camp and
study tour. It also includes a relatively new genre, thinking skills training that helps kids with logics, critical thinking and
training on building a growth mindset.

Fast growing but in early stages
• Compared to the second half of the year in 2017, in 2018 Suzhi has
witnessed a fast-growing pattern in the thinking skill training subsector. Thinking skill training providers who are funded base their
lessons on Mathematics-related logic competence.
• Nearly all the competence-based education companies who are
funded are on/before their series B stage, which signals that this
market is in its pre-mature stage. However, this is a little misleading
because the entire market is seeing a transition from traditional
offline learning centers to online products and A.I.-related learning
systems. It is the latter companies who are receiving more funding. AI
related learning systems include online teachers accompanying kids
to practice piano everyday, online drawing classes, or live-streaming
Go chess lessons.
Source: JMDedu, Open Data
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Challenges in Competence Education Sector
Majority are still traditional

No standard evaluation system

• Although some companies have implemented
new technologies, the mainstream business
model for the competence education sector is
still very traditional—in which learning centers
are offline and can only cover students within a
3km radius. Instead of good content, the location
of learning centers seem more important to
determine the center’s profitability. The offline
style also makes it difficult to scale very quickly.
• The Learning center business model has also
become problematic as the price of property is in
skyrocketing, especially in Tier 1 cities.
• Some companies have started to develop online
courses and online platforms for competencebased learning, for example, Go chess, and
online drawing.

• Unlike the K12 tutoring sector which has a standard
teaching syllabus and evaluation system, it’s very
difficult for a company in the competence-based
education sector to ‘prove’ that its teaching results
are better than others. Therefore, a lot of companies
are looking for content providers to ‘upgrade’ their
teaching systems.

Source: National Bureau of Statistics

Segmented market
• The Competence Education market is difficult to
scale as it contains homogenous products and
provides no evident evaluation system – these
factors all lead to the segmentation of the market.
For instance, in the tour study market which has an
estimated size of over 10 billion RMB, Mind
Education, a company with the largest market share,
only had a revenue of 500 million RMB in 2017.
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Disclaimer
The information in this report does not claim to be completely comprehensive.
It has been prepared by JMDedu based on publicly available information and
has not been independently verified. It may be subject to updating, completion,
revision or amendment. Recipients of this report should conduct their own
independent investigation and assessment as to the validity of the information
contained in this presentation, and the economic, financial, regulatory, legal,
taxation and accounting implications of this information.
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