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CHINA’S CRACKDOWN ON ONLINE EDUCATION
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INTRODUCTION

Online education has been a logical progression for China, with over 800 million Chinese
residents having an incredible amount of broadband and internet access even in some rural and
isolated areas. The private tutors from China have been the delight of investors from New York
to Shanghai for decades at least, establishing a business worth over $100 billion on a guarantee
by the biggest and most rigorous education system in the world. Investments in Chinese
educational firms were 1/2 times the entire amount invested altogether in the United States,
European Union, and India during 2014-2018, HolonlQ estimates. The Chinese government is
working together to tackle the soaring private tutoring industry, with experts expecting tough
regulations and impropriety. The regulative tutorship, both online and in-person, has led to a
multi-billion-dollar capital raise forced online listed firms and start-ups with major supporters
like Tencent Holdings Ltd. mothball projects. The upsurge and possible fall of the industry
depend on two of China's most influential, fear-inducing forces today: the quest for money and
status and the ongoing fascination of the Communist Party with social control.

BACKGROUND

With the advent of 4G and live streaming technologies on smartphones, China's online
education business started. In 2014, web giants like Alibaba, Baidu and Tencent joined the
industry. Tencent has invested in further 20 online learning companies like the unicorn-based
VIPKid and Yuanfudao over the next five years, while Baidu supporting Zuoyebang has grown
into one of the country's biggest online learning systems for K12 companies. Oddly, many
years of government requests to reduce homework burdens might have led worried parents to
private firms. Tutoring after school thrived, complemented by internet lessons that burst during
the outbreak of the Covid 19 virus. The pandemic COVID-19 and its accompanying lockdown,
which continue virtually throughout the first half of 2020, put the market on a fast track. Online
training businesses raised $11.7 billion in 2020, exceeding the entire amount they raised over
the preceding decade, however, 80 percent of the funding was transferred to the industry's five
largest markets.

Through capital inflows, online education businesses started a strong campaign to increase
market shares. Rather than research and development (R&D), most of the funds were
influenced by advertising. Companies contest to see who obtains more revenue and spends
more money, just to receive a very tiny benefit. To a certain extent, Chinese online educators
have fallen into a similar scenario, where their consumers — Chinese students — are caught. If
one doesn't collect money and spend it on marketing, one loses the client. Capital fluxes into
the business finally resulted in a reaction against the market itself.
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China's Education Boom
Venture capital funding for education technology startups surged last year
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As pupil numbers increased, risk capital investors who were not willing to miss came along
last year's financing of more than $10 billion from the Alibaba Group Holding Ltd., Tencent,
and SoftBank Group Corp. This enthusiasm concerned authorities who believed that huge
capital-enabling tutoring companies were simply creating and exacerbating issues. At a
conference in May, President Xi Jinping smashed out the chaotic developments of the sector
and intensified an attack by agencies such as the influential ministry of education.

FEAR AMONST ALL

It stated that regulatory bodies will increase oversight of post-school training businesses and
address any wrongdoing. The current struggle follows rivalry to guarantee children attend top
schools, which raises concerns among faculty and guardians. Parents were also upset with the
wrongdoing. Mostly during year's two political sessions in March, there have been worries,
that too much tutoring after-school might have an impact on the physical and emotional health
of children. President Xi highlighted the significance of changing the assessment system and
producing the learning that people can satisfy, joined national policy advisers from the
schooling, health, and medical sectors to a combined group discussion throughout both sessions.
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THE BIG PICTURE

A few months ago, Edtech equipment was among the most heavily invested in China's internet
after-Covid sector, and last year it was funded by power plants such as Aliba Group Holding
Ltd., 10cent Holdings Ltd., and SoftBank Group Corp for more than $ 10 billion until the
Chinese government got into it. The rise of post-school tutors was recommended by President
Xi Jinping in March to put tremendous pressure on Chinese children and demonstrate a
personal involvement in reducing excesses. In state-owned media, this led to warnings and
sanctions on unethical activities which have a role in a nation's obsession with scientific
accomplishment. Now, according to those who know the subject, the Ministry of Education of
the nation wants to create a specialized section for the very first time to supervise every private
training system. In Beijing, start-up teachers prospered when schools sent home pupils.
Afterward, a free advertising regulator kept repeating millions of children were channeling into
stunning virtual courses with unknown advantages. Their worry revolves not only on the
careless price or publicity but also on the growing gap between the haves and the have-nots,
who can enable further lessons to be loaded. To this purpose, in May 2021, authorities have
put in place a multitude of limitations including restricting post-secondary tuition costs and can
punish firms like Yuanfudao and Zuoyebang for fraudulent publicity claims. More reports on
prohibiting online courses for children 6 years old or younger to restraints and compulsory
licensure for all teachers have been published by Chinese media. Reports stated that a
prohibition on the weekend sessions might involve new policies that, according to Bloomberg
Intelligence, contribute for a ton more than a third of the tutoring.

According to Statista, the Chinese market for online education was projected to reach 490.5
billion yuan ($75.86 billion) by 2024, this reasons why the government of President Xi takes
unusually active efforts to influence developments in the sector in China. His administration is
generally determined to curb internet giants like Tencent and Alibaba, who are among the
industry's largest investors, using many regulation tests and record penalties.
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COURSES TARGETTED

In June 2021, 18 tutoring enterprises in Chongqing were appointed by the Municipal Education
Commission and the market regulation administration for behavioral purposes, which violated
the federal mandate for post-school training, including enhanced instructional materials, false
publicity, and unlicensed teaching. The Ministry of Education has reaffirmed that after-school
tutoring businesses are not to offer homework to them and that lessons should stop by 8:30 p.m.
to guarantee children receive adequate sleep. The ministry also prohibited the teaching of
kindergarten children and emphasized that elementary schools should not be taught. Although
earlier restrictions focused on credentials for such firms, the recent crackdown targets more
specific breaches. Tutoring firms are anticipated to be more scrutinized, as several authorities
make concerted attempts to follow previously published rules. Nevertheless, since kids are still
required to reach high levels for prestigious institutions, they stay encouraged to attend tutoring
classes.

REGULATED ACTION AND RESULTS

In June, the Ministry of Education set up a specialised section to monitor learning for students
after school. This has followed a host of limitations, notably- cost limits that companies can
charge for educational activities and timeframe. Two of the largest start-up companies in
misleading advertising were punished by regulatory authorities: Alibaba-backed Zuoyebang
and Tencent-investee Yuanfudao. The Law for the Protection of Minors, which came into force
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on 1st June, also prohibited pre-school teaching centres and children's preschools. According
to Zhongtai International Analyst Vivien Chan, there have been rumours that a rule or
regulation especially for tutors might be updated from what it was in 2018. The very worst
possible result for the industry: post-school tutors may not work weekends or on holidays, their
peak hours. The current standards already prohibit tutoring activities related to testing and
acceptance to registration. The Municipal Education Commission of Beijing stated on 2 July
that a Summer after-school programme for their primary school pupils will be organised by
each district's educational commission administration. Usually, private-sector schools
organised such programmes, similar initiatives were implemented in at least six additional
major cities around the country, including Shanghai and Wuhan. On the other hand, teaching
services have promoted that focus on the cultivation of hobbies, inventiveness, and practical
skills. Such after-school activities should conclude latest by 8:30 p.m. and should not be
assigned homework. Schools must collect fees for up to three months. The compliance at best,
though, has been spotty.

The investors and firms are all in a rough space, the repercussions were quick, GSX Techedu
Inc., New Oriental Education & Technology Group Inc., and the TAL Education Group have
been valuing 55 billion dollars since the beginning of March and they mostly manage schools
but act as sector bellwethers. As a major proselytist of recent years, investors from SoftBank
and Sequoia to Hillhouse Capital and Tiger Global were side-lined by the intensity of
regulatory crackdown and in many cases had to retreat from profitable escapes. However, some
remain unmoved for the time being. Despite the regulatory concerns, Zhangmen Education Inc.
has proposed to test investor trust for a U.S. IPO in May. The up-starting e-learning with
Warburg Pincus and SoftBank still has to be re-listed by someone who knows the issue. Jiayi
was also present at an IPO in Hong Kong, a Beijing-based business that operates both online
and offline teaching centres. Nevertheless, both mention fierce competition and increased
regulatory standards as potential concerns. The objectives for a number of mega-IPOs were
interrupted with the postponement of US listings by Tencent-backed VIPKid and Huohua
Siwei and Zuoyebang's debut targets are reported to miss as soon as this year. Holdings of
tutoring businesses, notably New Oriental Education & Technology Group Inc., TAL
Education Group, and the GSX Techedu Inc., have become pummelling.

The birth rate in China in 2020 was 11.4 per thousand people and decreased by 2.2 percent
from 2019. This means that the average population age in China is rising, impeding the
workforce of the country. The strain to bring up children recently caused a major reason that
younger populations do not want to get married and have babies. The government is likely to
have tried to reduce the burden on parents and children by governing the education sector and
the technology business in particular so they may also convince young people to not flinch
away from families.

CONCLUSION

Educators cautioned that comprehensive censorship may be created and schools changed for
years to follow. Board members have already instructed libraries to remove politically
inappropriate literature and resources for instruction are being examined, further pointing
towards China’s standard way of censorship. Before the regulations had been revealed, some
were already afraid. Politicians in favour of Beijing have been fighting against teachers who
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were suspected of criticizing the government. Two instructors have been removed from the
register and will probably never again teach. Advancing economies like India and South-East
Asia are experiencing large post-school tutoring increases, resulting in multimillion dollars
each year generated VC financing in those regions as the internet has increased online
education. Due to some shared aspects across markets, such as pressure on students and
population density, EdTech players in India would be more attractive to monitor their Chinese
equivalents. Moreover, the policymakers around the world have got some lessons to take in
looking at this particular crackdown- accessibility to post-school tutoring might be restricted
to rich families which promotes socio-economic inequality. It may be necessary to intervene
in the way courses and the substance of programs are awarded. EdTech firms and stakeholders
should be aware that investments in cash and effort are needed to overcome the accessibility
gap and ensure that online education is cost-efficient. This not only gives firms but also the
community value and helps to bring about success in the sector.
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