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Abstract. According to the market hypothesis, market forces encourage school-
ing organizations to strategically outsmart their competition in ways that im-
prove the quality of teaching and learning. Based on eighty interviews with pri-
vate education owners or managers in Toronto, Ontario, we find little evidence
that entrepreneurs respond to competition in the way that the theory predicts.
Market competition does not inform how entrepreneurs understand their role
in the wider education sector or how they make sense of their actions. Instead,
entrepreneurs tie their program, hiring, and customer service decisions to an
ideological commitment to students, defining themselves as educators. Our data
suggest that this perception guides their actions more than market forces. This
paper opens the black box of private education organizations, and offers a nu-
anced addition to mounting research that challenges the connection between
market competition and school performance.
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Résumé. Selon I’hypothese de marché, les forces du marché encouragent les
institutions de scolarisation de se montrer plus futé que leur compétition des
fagons qui améliorent la qualité d’enseignement et d’apprentissage. Fondé sur
80 interviews avec des propriétaires ou directeurs d’éducation privée de Toronto
(Ontario), nous trouvons peu de preuves que les entrepreneurs réagissent a la
compétition d’une maniére que la théorie prévoit. La compétition de marché
n’indique pas comment les entrepreneurs comprennent leur role dans le vaste
secteur d’éducation ni comment ils comprennent leurs actes. Plutot, les entrepre-
neurs associent leurs décisions de programme, d’embauche et de service clien-
tele a un engagement idéologique aux éléves et en se définissant comme éduca-
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teurs. Nos données suggérent que cette perception guide leurs actions plus que
les forces du marché. Cet article ouvre la boite noire des organismes d’éducation
privée et offre une addition subtile a la recherche croissante qui débat le rapport
entre la compétition de marché et les performances scolaires.

Mots clés: Hypothése de marché, compétition de marché, éducation privée, éco-
les privées,

If we first implement choice, true choice among public schools,
we unlock the values of competition in the educational
marketplace. Schools that compete for students, teachers, and
dollars will, by virtue of the environment, make those changes
that allow them to succeed .

National Governors’ Association (1991:84)

INTRODUCTION

For decades academics and policy makers have debated the merits of
competitive and noncompetitive environments with respect to organiza-
tional performance. In theory, organizations in the marketplace must ac-
curately devise strategies to combat competition in ways that mutually
benefit their clients and their bottom line. To survive, organizations must
be highly attuned and responsive to not only customer demands but also
to the goods and services of their competitors. Market advocates claim
that the imperative to attract clients and navigate through uncertain mar-
ket conditions encourages higher quality goods and services, and weeds
out inefficient organizations. Accordingly, organizations will theoretic-
ally gather information about their competitors, and respond by creating
high quality, innovative products and effective customer service proto-
cols. The “market hypothesis” has been used to justify the privatization
of formally state run sectors such as energy, sanitation, communication,
and transportation (Maranto et al. 2001; Megginson and Netter 2001).
The market hypothesis has been extended to education organiza-
tions and assumes that public schools’ noncompetitive and monopoly
status lacks the “requisites of effective performance” (Chubb and Moe
1990:67). An intricate web of unions, teachers, and administrators are
seen to wrap schools in a protective blanket of bureaucracy. In theory,
if schools are treated as individual, autonomous agents that compete for
resources, enrolments, and reputations, they should cater to their local
communities in ways that directly benefit students. In a process we dub
“strategic action” these calculated responses include raising academic
achievement, creating innovative pedagogical approaches, improving
teaching and learning, and responding to student or parental demands.
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Over time, market environments are theorized to improve the education
system by driving out inefficient and unresponsive schooling organiza-
tions (for a review see Belfield and Levin, 2009; see also Chubb and
Moe 1990; Lieberman 1993; Friedman 1962; Maranto et al. 2001; Peter-
son and Campbell 2001; Ouchi 2003; Wilson 2006; see also Davies et
al. 2006; Davies and Quirke 2005). The introduction of charter schools,
magnet schools, vouchers, and the full or partial funding of private
schools in parts of the United States and Canada have been introduced
in part to generate competition between schooling organizations and ex-
pand school choice options for parents (e.g., Holmes, 2008; Witte, 2000).

Does competition encourage strategic action in the way that the mar-
ket hypothesis predicts? Despite the popularity of the market hypothesis
among academics (for a discussion of Canadian examples see Bosetti
1998, Bosetti and Pyryt 2007; Dooley and Payne 2007; Holmes 2008;
Robson and Hepburn 2010) and policy makers (for Canadian examples
see C.D. Howe Institute; Fraser Institute), few studies concretely exam-
ine the connection between schooling organizations and competitive
forces at the micro level. Instead, the prime strategy has been to infer
the benefits of competitive processes based on large-scale quantitative
data. While this valuable literature has examined student achievement,
program innovations and teacher or parent satisfaction in quasi-market
environments (see Belfield and Levin 2002; 2009), we have been unable
to find research that directly examines how entrepreneurs interpret and
respond to market competition or whether competition is the lever that
drives best practices at the micro level.

Our paper adds to this literature by examining whether market com-
petition informs how private education entrepreneurs understand their
role in the wider schooling environment. Do private education entrepre-
neurs recognize the competitive environment? If so, does the competi-
tive environment inspire best practices? To analyze this process we draw
on eighty interviews with owners or representatives from 3 forms of
private education in Toronto, Ontario: independent tutoring businesses,
learning centre franchises, and private schools. As we describe below,
these schooling organizations have all the ingredients central to market
effects including direct funding by clients, survival based solely on cli-
ents’ willingness to pay, and low formal regulation (Merrifield 2008).
These qualities provide a unique opportunity to examine how competi-
tive forces shape organizational directives at the micro level and whether
competition is the engine that drives entrepreneurs to improve the con-
tent and delivery of their services.
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THE MARKET HYPOTHESIS AND EDUCATION REFORM

Traditionally, public schools are theorized to privilege external legitimacy
over internal efficiency or goals (Meyer and Rowan 1978; Weick 1976).
Critics argue that public schools’ highly bureaucratized form makes them
unresponsive to their clients, and limits innovative pedagogical approach-
es (Chubb and Moe 1988; Friedman 1962; for a discussion see Lubienski
2003). Public schools are seen to channel their resources into the repro-
duction of practices that serve the interests of bureaucrats and teachers
rather than their clients. Resource scarcity for clients, reputations, and
supplies are theorized to encourage the créme of the education sector to
rise. When schools compete for funding or clients, they can no longer
take fee-paying parents or students for granted and must respond through
continual program improvements, ensuring that their programs and servi-
ces are consistent with the needs and preferences of families (Belfield and
Levin 2005). In theory, market competition refocuses schools’ attention
outward, toward their consumers (Lubienski 2005).

As the incentive structure shifts, from one based on monopolies to
one based on open competition, schooling organizations are theorized to
“re-couple” their institutional activities with outcomes or risk declining
enrolments and, ultimately, failure. Customers, needing to judge differ-
ences in school quality, scrutinize performance benchmarks such as stan-
dardized test results, university placement, and graduation rates. Savvy
consumers are assumed to use these indicators to shop around for su-
perior programs that deliver high quality services. This incentive struc-
ture, according to the market hypothesis, ultimately improves student
achievement as parents “vote with their feet” and exit underperforming
schools. As Chubb and Moe (1988:1068) summarize:

In the private marketplace ... if parents and students do not like the servi-
ces they are being provided, they can exit and find a school whose offer-
ings are more congruent with their needs ... schools that fail to satisfy a
sufficiently large clientele will be weeded out.

The market hypothesis tradition is built on the implicit assumption
that providers are highly sensitive to the competitive environment, and
make a concerted effort to mitigate its impact. Yet the process of how
macro-level competitive pressures are engaged, ignored, or misunder-
stood by frontline actors has been largely overlooked. If market competi-
tion encourages strategic action we should witness two interconnected
behaviours. First, entrepreneurs should recognize competitive forces
such as a competitor opening up across the street, and believe that com-
petitive force is somehow important or consequential. Second, entrepre-
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neurs should directly link these competitive forces with a strategic ac-
tion, such as hiring the best teachers or improving their program. In short,
competitive forces should (even minimally) inspire owners or managers
to make changes that improve the content and delivery of their services.

In this tradition, we ask: Do entrepreneurs recognize competitive
pressures emanating from the environment? If so, does market competi-
tion drive strategic actions in ways that improve the quality of educa-
tion organizations? To answer these questions we examine how macro-
level market forces are “pulled down” to the micro level and translated
into everyday action. First, if market competition improves academic
achievement, the market hypothesis predicts that our interviewees have
basic information about their competitors such as their academic per-
formance, graduation rates, test score, grade improvements, or other
standard markers of academic excellence. The theory assumes that this
awareness should encourage our interviewees to improve their own
pedagogical approaches, hire the best and the brightest teachers (and also
fire underperforming teachers), and retool their teaching methods.

Second, the market hypothesis assumes that our interviewees have at
least a basic understanding of their competitors’ products and services.
Accordingly, we expect to hear our interviewees discuss not only cre-
ating exciting and novel approaches to teaching and learning, but also
how these responses are at least partly inspired by competitive pressures.
Finally, at the micro level, the market hypothesis assumes that strategic
actions include developing a strong customer service ethos as interview-
ees attempt to outshine their competitors and build positive connections
with parents and students. To be clear, we anticipate that our interview-
ees’ understandings and actions are informed by a complex mixture of
personal biography, history, knowledge, and skills, but argue that if mar-
ket forces inspire positive change “competition” should at least be part
of their deliberation process.

Through an in-depth study of the frontline actors in the private edu-
cation sector, this paper contributes to understandings of how market
forces are understood by private educators, the way in which these forces
inform their everyday business decisions, and whether market competi-
tion inspires better quality educational goods and services.

SITUATING OUR STUDY WITHIN THE CONTEXT OF PRIVATE EDUCATION
RESEARCH

In examining how educational organizations operate under market condi-
tions, researchers have looked to schools of choice. Current school choice
research focuses on schooling organizations that enjoy endowments,
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government funding or access to church subsidies, including religious
schools, charter schools, magnet schools, and voucher programs (Henig
1999). However, key market conditions that are almost entirely absent
from current school choice research include: direct payment by parents,
price and survival based solely on parents’ willingness to pay, and low
formal regulation to allow easy market entry and schooling differentiation
(see Merrifield 2008). Consequently, Merrifield (2008:1) observes that
“researchers have drawn conclusions about apples by studying lemons.”
The independent tutoring businesses, learning centres, and private
schools in this paper allow us to examine how entrepreneurs negotiate
competitive pressures emanating from the environment. These business-
es do not receive state or other sources of funding, making revenue gen-
eration a constant concern. Consumers can enter and exit their services
easily, and the businesses do not benefit from truancy laws or catchment
areas to provide a captive audience for their services. Instead their finan-
cial survival is based solely on their ability to attract new students and
maintain a stable client base (Aurini 2004; Davies and Quirke 2005).
Prices and programs also vary, allowing consumers to select from
a range of programs and price points. Learning centres, for example,
charge $75 to $400 per month, and offer products that range from small
to large group instruction, whole language to phonics programs, online
or audio taped programs to face-to-face instruction and so forth. Simi-
larly, what we term “third sector” schools are characterized by a particu-
lar philosophy or curricular focus, allowing customers to choose from a
wide range of programs such as the arts, the environment, ancient lan-
guages, music, or liberal arts (Davies and Quirke 2006; Quirke 2009).
The businesses we selected also are unencumbered by a strong
regulatory environment. Unlike state-funded public schools or charter
schools, there are few restrictions placed on the private education sec-
tor in Ontario. Private schools are free to operate without interference
from the state and are only obligated to provide documentation that their
premises have been inspected and approved by health, safety, and fire
officials. Private schools must file an “intention to operate” document
once a year with the Ontario Ministry of Education, and must offer in-
struction during regular school hours to at least five enrolled students.
Accredited private schools that grant high school credits are required to
use the provincial curriculum, and comply with yearly inspections. How-
ever our interviewees noted that inspectors allow them a great degree of
latitude (Davies and Quirke 2006). Elementary third sector schools face
even fewer regulations; they are not required to follow the provincial
curriculum, and are not inspected by the state. Moreover, elementary
and secondary private schools are not required to participate in prov-
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incial testing, nor are they required to fulfill a “charter” as in the case
of charter schools. Tutoring businesses and learning centres face even
fewer regulations and may use any curricular or teaching materials they
deem appropriate.

Private schools, independents, and learning centres are also not re-
quired to hire certified teachers. Regardless of curricula or accreditation
status, these businesses have complete discretion over hiring staff and
other operational policies and procedures (see Quirke 2009; Davies et al.
2006). In general, private educators in Ontario are free to craft programs
and hire teachers in direct response to consumer demand, and are ac-
countable to their clientele, not to the government.

Beyond low levels of formal regulation, these businesses also oper-
ate in an environment that is increasingly competitive. Between 1996
and 2008, the number of Ontario private tutoring businesses and learning
centre franchises almost doubled to just under 500 locations (Scott’s Dir-
ectories, 1996-2008). With one in ten children attending private schools,
Toronto’s rate of private school enrolment is significantly higher than the
Canadian average of 5.3%. The total number of private schools in On-
tario has swelled from 500 to over 900 in the past two decades (Ministry
of Education, 2011).2 Overall, the growth of private education businesses
has occurred rather spontaneously as the Ontario government has done
little to encourage private sector growth, having cancelled plans for in-
novations such as charter schools as well as a small tax credit for private
school tuition or funding for private tutoring. These conditions stand
in stark contrast to the United States where politicians have strongly
pushed and funded charter schools and voucher programs (Witte 2000),
and have funded private tutoring through initiatives such as No Child
Left Behind (Zimmer et al. 2010).

DATA AND METHODS

This paper draws on interviews with eighty private business owners and
managers from three forms of private education: 1) independent tutoring
businesses, 2) learning centre franchises and, 3) nonelite, secular (“third

2. Ofthe 45 schools in this sample, 3 ceased operations shortly after data were collected.
Since then, 11 more third sector schools in our original sample have closed their doors.
Of these 11 schools, one was stripped of accreditation by the state and could no longer
grant high school credits. With such a small sample of private schools, we cannot gen-
eralize this “failure” rate beyond our sample. Yet, even after accounting for school clos-
ures, the net growth of private schools in Toronto remains strong (Davies and Quirke
2006). There is no official public registry of private tutoring businesses in Ontario that
would allow us to accurately track closure rates. However, based on available data the
number of independent and learning centre businesses has grown and outpaced demo-
graphic or business growth more generally (Aurini 2004; Aurini and Davies 2004).
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sector”) private schools. Most interviews were conducted between 2001
and 2003; additional interviews were conducted in 2004 and 2005 as
new businesses opened. We interviewed owners, managers, or princi-
pals from twenty-two independent tutoring businesses, thirteen learning
centre franchises, and forty-five third sector schools in Toronto, Ontario.
This design permitted us to capture the heart of the for-profit education
sector in a geographic region. As we outline below, we used a purposeful
sampling technique, selecting subsectors of private education businesses
that reside in a purer market setting.

To generate a sampling frame of tutoring businesses and learning
centres, we relied on the Bell Yellow Pages telephone directory (East
and West directories) dating back to the 1960s, to chart the growth of
tutoring companies over several decades. We focused only on businesses
that operate on a full-time basis, and offer educational services in core
subject areas such as reading and math. We excluded programs that are
offered by charities, religious organizations, and libraries. These limita-
tions were intended to ensure a stable population of education organ-
izations operating in a competitive marketplace. We then contacted all
independent tutoring businesses that met these sampling criteria. While
most independent tutoring businesses largely offer basic math and read-
ing tutorials, learning centres are franchised operations that offer a wider
variety of educational services such as study skills testing and preschool
programs. Since learning centre franchises have standardized practices
and programs, we interviewed the franchisers or national representatives
of five major brands, then supplemented these interviews with inter-
views with local franchisees.

The sample of third sector schools was drawn from a government
registry of Toronto private schools. Third sector schools were defined as:
nonreligious schools that are neither Montessori, Waldorf, language, re-
form schools, nor listed on the elite independent registry. In Ontario, one
fifth of private school students attend such third sector schools, many of
which offer a focused, thematic “niche” pedagogical approach, rather
than a comprehensive approach (Quirke 2009; Davies and Quirke 2007;
2005).We deliberately excluded elite and religious private schools to
focus on schools that do not typically receive funding from endowments,
powerful alumni, or religious communities. These alternative sources
of funding buffer market effects, and would compromise our analysis.
Following Henig’s (1999) and Merrifield’s (2008) guidelines, we also
excluded both public and Catholic schools, as they are fully funded by
the state, and are not subject to the principles of supply and demand. We
interviewed key actors in the private education field — the head of a
private school lobby group, educational consultants, representatives of
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the Canadian Franchise Association, and home-schooling organizations.
The first author also conducted a participant observation study, tutoring
in a learning centre franchise for one year.

Data Collection and Analysis

Interviews were usually held at the school or business and lasted 90-120
minutes. The interview schedule was semistructured, allowing subjects
to elaborate on their experiences and share anecdotes. Interviews were
tape recorded and transcribed with the permission of the interviewee.
Pseudonyms are used to protect the confidentiality of participants.

The first portion of the interview was largely descriptive, ranging
from the history of the business to the programs or services offered. An-
other portion of the interview tapped into our interviewees’ perceptions
of how their businesses fit into the larger environment of schooling, and
how other organizations, including public schools and other businesses,
affected their operations and everyday decision-making. These ques-
tions attempted to unpack how entrepreneurs understood and responded
to competition processes, how they generated their customer base, how
they measured their programs’ or students’ success (e.g., improved
grades), and how they signalled their effectiveness to parents.

Interviews were analyzed using QSR NUD*IST (for a review see
Dohan and Sanchez-Jankowski 1998; see also Huberman and Miles
2002; Saldafia 2009). Each interview was coded four times. We initially
used a structured coding method, developing nodes based on our inter-
view schedule (Saldafia 2009). This coding was largely descriptive, and
parsed interview data into broad categories without the benefit of inter-
pretation. Second phase coding organized the data into more abstract,
theoretically informed categories. To do this, we isolated quotes that cap-
tured the interplay between competitive pressures and entrepreneurs’ re-
sponses. At this stage, we used two simultaneous coding strategies: one
based on preestablished hypotheses, and the other based on an open cod-
ing scheme that allowed us to inductively add free and tree nodes as they
emerged from our data (Saldafia 2009; Strauss and Corbin 1998). Third
stage coding identified key statements or actions, and grouped them
together into one master tree (Competition) and two key child nodes ger-
mane to this paper (Nonstrategic Action and Strategic Action). A fourth
and final stage of coding refined our grandchild and great-grandchild
nodes (Saldafia 2009; see also Miles and Huberman 1994).

“Competition” broadly captured interviewees’ awareness or know-
ledge about competitive pressures. We then divided our responses into
two categories to capture their reactions to the competitive environment,
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Figure 1. Nonstrategic Responses
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nodes o
“Nonstrategic Action” and “Strategic Action.” Interviewees who did not
acknowledge or respond to competitive forces were placed in a Nonstra-
tegic Action category. This node was then subdivided into two grand-
child nodes to capture the two main reasons entrepreneurs gave us for
ignoring or dismissing the competitive environment: “People First” and
“Self Concept.” These categories emerged from our interviews. People
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First includes all statements that cite the importance of placing their
customers’ needs over their own, profits, or the actions of other busi-
nesses. Self Concept captures interviewees who claim to not respond to
the competitive environment because they see themselves as “teachers”
or “educators” rather than “business people.”

Interviewees who acknowledge and respond to competition were first
placed into a generic Strategic Action category. Interviewees were asked
to provide examples and to elaborate on how the competitive environ-
ment directly or indirectly influenced decisions regarding their products
or services, and hiring practices. Based on the literature and our inter-
viewees’ responses, we created five subnodes. Theoretically informed
nodes are: 1) Improve Curriculum/Product, 2) Hire Best Teachers and 3)
Customer Care. These nodes capture specific actions that should directly
improve the quality of the program and services. The remaining two re-
sponses to competition include: 4) Product Expansion and 5) Advertise/
Marketing. These nodes emerged spontaneously from our interviewees.
The Product Expansion node includes statements about expanding their
products or programs in response to competition. Advertise/Marketing
refers to interviewees’ attempts to combat competition through clever
marketing campaigns. We also developed a more general Other category
to capture a wide range of responses that emerged from our interviews
(Strauss and Corbin 1998).

FINDINGS: MICRO-LEVEL RESPONSES TO THE COMPETITIVE ENVIRONMENT

The market hypothesis is unequivocal in its claim that competition en-
courages a heightened sensitivity to the larger competitive environment,
and that this awareness inspires organizations to respond by improving
their goods and services. Indeed, many of our private education entre-
preneurs described improving their programs or services and hiring high
quality teachers. Despite rising costs, for example, the principal of Bath-
urst High only hires the “cream of the crop,” teachers with at least 15
years of experience, while Union Academy hires many teachers with
graduate degrees. Several of our interviewees also discussed continually
improving the quality of their programs or services and the importance
of excellent customer service. Overall, our interviewees emphasized,
sometimes quite passionately, the importance of providing a high quality
education service and meeting the unique needs of their clientele. While
it would be easy to attribute these attitudes and responses to the competi-
tive environment, most of our interviewees were not aware of their com-
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petitors, and consequently were unable to attribute a particular program,
hiring, or service improvement to the competitive environment.

As we outline below, our interviewees’ responses suggest that they
are driven by a highly personal commitment to providing a high quality
service. While this orientation certainly yielded competitive advantages
for several of our interviewees, it was a latent (not manifest) product of a
particular worldview and self-concept. Below we outline our interview-
ees’ awareness of and response to the competitive environment using our
two master tree nodes: Nonstrategic Action and Strategic Action.

Figure 3. Education Organizations’ Responses to Competition
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Nonstrategic Action: “Competition? That’s a very Strange Question...”

According to the market hypothesis, competitive forces motivate best
practices, as organizations jockey for position in a crowded marketplace.
In the school choice literature, these responses are typically theorized
to translate into deliberate curriculum and program innovations, opti-
mal staffing decisions, and superior customer services. If this hypothesis
holds true, logically entrepreneurs must be at least minimally aware of
their competitors and should be able to link a particular response to mar-
ket competition.

During interviews, we probed several times about competitive pres-
sures, asking a variety of questions, rewording previously asked ques-
tions, and outlining a number of scenarios that could potentially com-
promise their business (e.g., a competitor slashing prices). We asked our
interviewees about their competition, their competitors’ services and
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teaching methods, and their competitors’ customer service reputations.
We also asked our interviewees to discuss how or whether the presence
of their competitors informed their decisions, even minimally. Interest-
ingly, we found that most of our interviewees had little or no informa-
tion about their competitors, nor their competitors’ programs or services.
Overall, we found that while many of our interviewees discussed cur-
riculum, staffing, and customer service improvements, they did not con-
nect these improvements to the competitive environment.

In fact, several of our entrepreneurs looked confused when asked
questions about the competitive environment (such as how they mon-
itor their competitors’ programs or whether they are concerned about a
competitor who recently opened up across the street). The majority of
our interviewees admitted knowing very little about their competitors,
even those within walking distance. Our interviewees were generally un-
able to identify the programs or services, pricing structures, staffing, or
even the general reputations of nearby or comparable businesses. The
response of the founder of Castle Frank High was fairly typical of our
interviewees: “I don’t know what other private schools do. I’ve never
looked at it.” The owner of Alexander Independent Tutoring was clearly
embarrassed by her lack of information about her competitors and told
us “[yJou know I don’t ever think about the competition. I really don’t
keep on top of it, though I guess I should....” Similarly, another principal
(Aldershot High) told us, “This is what we want to do and I really don’t
care [what other businesses do]. They can do what they want.”

Rather than competition, many of our interviewees provided two
interconnected rationales for improving the quality of their programs or
services that we refer to as “nonstrategic” in the market hypothesis sense
of the term: 1) People First; and 2) Self-Concept. First, several inter-
viewees passionately discussed the importance of putting people first.
Indeed, without prompting, many of these interviewees believed that a
focus on neighbouring businesses eroded, rather than contributed to, the
quality of their educational programs. When asked how she monitors her
competitors, the owner of an independent tutoring business (Fairview
Independent) responded:

That’s a very strange question. But no, we just do our thing.... My world
is pretty much enclosed here. My concern is here, I couldn’t be bothered
with that. It would be a total waste of my time. I couldn’t even tell you the
names of the other businesses! It’s not my focus. My focus is on the stu-
dents who come through our doors. That’s my focus. So no, I don’t worry
about my competitors....
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Several other private school interviewees also exhibited a lack of
concern about potential competitors. These interviewees believe that
owners who focus on the competition are profit, rather than people, driv-
en. As the owner of Bay High explained:

It is a business at the same time, but it’s not like we’re out to rule the tutor-
ing world or the private educational world. We just want to focus on what
we do, and do it to the best of our abilities.

The People First commitment sometimes meant turning students
away, typically to another school or program that they felt could better
meet a child’s needs.? As the owner of a third sector school (Wellesley
Academy) explained, “[w]e are talking about children’s lives here and
education without integrity is going nowhere. You have to be able to say,
‘no I can’t meet this child’s needs’.”

The People First rationale was directly related to how entrepreneurs
made sense of their role in the wider environment of schooling, which
we refer to as “Self-Concept.” The competitive environment is irrel-
evant because most of these interviewees see themselves as educators,
not business people.* The owner of Castle Frank High, a private school,
told us,“[w]e never thought of it as a business,” and admits waiving fees
for several scholarship students. Similarly, the owner of Casa Blanca
Independent Tutoring explained:

Oh no, I never care [about the competition]! I told you, I’'m not a business
woman. I just do whatever I think is right ... I’ve heard from my students
and parents that there are many schools around here.... But that’s it. |
never worry about the other businesses.

Several learning centre franchisees also expressed this sentiment, de-
spite having access to an incredible array of industry research that would

3. Turning students away is not a function of “creaming the best students.” In fact, third
sector schools generally do not track or advertise their academic standing based on
standardized test scores, graduation rates, or ability to place students in desirable post-
secondary institutions (Davies and Quirke 2007). Instead, many either emphasized a
caring, nurturing atmosphere over rigorous academics, or did not tailor their offerings
in order to recruit high-performing students (Davies and Quirke 2007).

4. Of the third sector school principals, half were not certified as teachers, and had come
to run a private school through a diverse array of backgrounds. Five had previously
worked in business, while others hailed from a diverse number of backgrounds: nursing,
computer training, a nonprofit organization, and working with special needs children.
Other uncertified principals had some education-related experience: tutors, a daycare
supervisor, and one taught at the university level outside of Canada. Of the other half of
principals, who were certified teachers, most had taught in public schools (see Quirke,
2009). While several of the franchisers have business backgrounds or experience in
business related fields, many of the independent business owners and franchisees have
backgrounds in education, psychology, or early childhood development.
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provide them with cutting edge information about their competitors. As
one of our franchisees (Dewitt Learning Centre) explained, “[i]t’s more
from the heart™:

I’'m not really business minded. It’s more from the heart. The way I feel
about the children who come here, they are my neighbour’s children and
my children’s peers.... We’re not just going to take them but we’re going
to give a good program because we love you. I have a responsibility. [
have an attachment to the people here.... I see it as my community, more
than as a business.

As the independent owner (Casa Blanca Independent Tutoring) quot-
ed above told us, putting students’ needs above her own meant she could
“sleep at night.” She explained that she decided to base the student-
teacher ratio on her students’ needs, rather than on the bottom line:

I told you I’m not a business woman, I enjoy teaching. My previous
owner, he had seven or eight students for every teacher.... When I took
over, | decided to have mainly one-on-one ... it’s not good for business.
But I feel very, very comfortable with that.

In summary, most of our interviewees had limited knowledge about
their competition, and did not actively gather information about their
competitors. Moreover, most interviewees failed to cite the competitive
environment as a source of positive change. Thus while almost all busi-
nesses discussed improving their product or service delivery, we found
little evidence to suggest that competition drives these practices. These
interviewees attributed their lack of knowledge about the competitive
environment to their commitment to their customers and their perception
of their role in the wider environment of schooling. Certainly, a strong
customer service orientation (People First) or caring and charismatic
leadership (Self Concept) may yield impressive competitive advantages.
Our argument is that for these entrepreneurs, competition does not drive
these responses, but may be an unintended benefit of their commitment
to students or self-concept as educators.

Strategic Action: Direct Responses to Competition

A minority of our interviewees were more aware of the competitive en-
vironment and could describe how market forces inspired a particular
response or change (two independents, franchisers, a former franchise
representative, and four third sector principals). These owners discussed
the importance of continual product development, the challenge of find-
ing good teachers, and why good customer service matters. Again, none
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of these interviewees connected improving the content or delivery of
their services to the competitive environment. Instead, these interview-
ees mitigated competitive forces by expanding their product line or
improving their advertising.

In terms of product expansion, some franchisers discussed adding
a day-time program to reduce overhead costs and improve the overall
profitability of the centre. Since most tutoring occurs in the evening,
offering a preschool or adult retraining program during the daytime off-
set expenditures such as rent, office supplies, and educational materials.
Preschool programs were also seen to attract future tutoring or private
school clients. As one franchiser (Dewitt Learning Centre) explained:

The adult business was there more to, in the beginning it was more of a
capacity issue. There was nothing going on in our centres during the day
that brought value.... The benefit of having the preschool is that those are
potential customers down the road for you, where your margins are a bit
higher ... and more to try to offset some of our costs during the day.

Similarly, the former Canadian representative and current franchisee
of a major learning centre (International Learning Centre) also explained
how the company strategically maps out the trajectory of a potential
client. The franchise’s research department determined that most clients
go through a series of stages when purchasing educational services. This
franchise responded by adding several layers of new programs and ser-
vices to tap into each stage of educational purchasing behaviour, with the
goal of generating revenue along a client’s pathway to the learning cen-
tre. At the time of the interview, the franchise had just purchased a very
well-known company that makes educationally focused games, books
and other toys. As she explained:

There’s this whole ladder that a person will go through before they ac-
tually make it into a learning centre. First, they’ll try going to the library,
then they’ll go to somewhere like Chapters ... so they come up this ladder
before they come to see us ... they’re [franchiser] trying to segment the
market and get people at every stage.

A few interviewees also discussed developing a parallel service
in response to the competitive environment. Adding online courses, a
summer camp, or high school math tutorial were just some of the ways
businesses broadened their customer base. As the franchiser from De-
witt Learning Centre explained, developing a lower priced tutoring line
allowed them to tap into another segment of the tutoring marketplace:

When we started in business, we were competing against [competitor
A] and [competitor B]. What we found is that all of us were competing
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against that high end consumer who was willing to spend $300 to $350 a
month. But down on the other end was [competitor C] which is at $70 a
month and really absolutely no competition what so ever. Over time we
realized that [lower level] might be an area we might want to go after.

In addition to expanding their product line, these interviewees also
discussed sharpening their advertising and marketing in response to the
competitive environment. These interviewees discussed spending a great
deal of time selecting which newspapers to advertise in, and even the
size and location of particular advertisement in the phone book or news-
paper. As the owner of a multifaceted tutoring business (Flamborough
Independent) explained, to accelerate growth he needs to “push at it”:

Right now I’m just mostly advertising to the Chinese market. Because
that’s for the dollars, you get the best return. You go in the sort of Can-
adian community papers, it’s lots of money, lots of time but you really
have to sort of push at it, and keep it going. But if you have things well-
defined, then it’ll be able to accelerate your growth.

Similarly the owner of a tutoring business and private school (Don
Valley Tutoring) explained why he decided to pay for a larger ad in the
phonebook, despite the added cost. He argued that:

[Y]es, it was definitely worth the money. All the new students were com-
ing from there.... We used to get so many more calls ... when we went to
the larger ad.

These interviewees also cited responding to competition through
various rebranding efforts. The above former representative (Dewitt
Learning Centre) explained how the company originally promoted basic
reading and math skills. Focus groups conducted by their marketing div-
ision, however, revealed that themes of self-esteem building and chil-
dren’s happiness resonated more strongly with parents. The company
altered their advertising to reflect this research, and sales boomed.

It is perhaps not surprising that most of the “strategic” actors in our
sample were franchise owners. These interviewees are responsible for
the overall management of the franchise, the development of the cur-
riculum, and branding and marketing of the franchise. They also have
access to an array of industry information, and use this information to
select new locations and develop new product lines. Their responsibility
is neither the day-to-day functioning of the centres nor interacting with
their clients, but rather managing the overarching vision and stability of
the company. In contrast, most frontline actors in our sample — fran-
chisees, managers, and principals — whose personal economic survival
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often depends on their ability to generate a stable revenue stream were
decidedly unaware of and uninspired by the potentially harsh realities of
the competitive environment.

How Micro-LEVEL UNDERSTANDINGS SHAPE RESPONSES TO MACRO-
LEVEL ENVIRONMENTS

The market hypothesis has generated a cottage industry of articles and
books (e.g., Chubb and Moe 1990; Friedman 1962; Henig 1999; Hirsch
1995; Hoxby 2000; Maranto et al. 2001; see also Peterson and Camp-
bell 2001; Ouchi 2003; Wilson 2006). While inspiring us to think about
how alternative bottom-up governance structures may inspire positive
change, the empirical underpinnings of this perspective have not been
given adequate attention at the micro level. We extend these examina-
tions by bringing the frontline actors of the private education market-
place into the foreground and consider how they respond to macro-level
competitive environments.

Through this lens, private educators’ actions can no longer be attrib-
uted to some mythical “invisible hand” or “whip.” In fact, while most
variants of the market hypothesis privilege the environment of organ-
izations, our interviewees (some more forcefully than others) ignored
and at times rejected competitive pressures emanating from the environ-
ment. We found that market forces were just one of the many resour-
ces interviewees used to guide their decision making. Private educators
responded to competition directly, symbolically, or not at all, based on
their interpretations about its meaning and its congruence with their
worldview as business persons or educators (see Berger and Luckmann
1966; Swidler 1986; Weick 1995). Thus, while interviewees acknow-
ledged that in theory they “should” pay more attention to their competi-
tors most of them had ultimately decided that it was a “waste of time”
because it not only would take precious time away from their clients, but
they were “educators.” For many of our interviewees, time spent crafting
strategic responses to a competitor meant time away from their students.
This understanding of their role informed their orientation (or lack of
orientation) toward market pressures. Consequently, the vast majority of
our interviewees did not connect market forces to consequent goods and
service improvements. Instead, we found that Improving Curriculum/
Product, Hiring the Best Teachers, and Customer Care were cited more
often by our nonstrategic interviewees, and connected ot to the com-
petitive environment, but rather to their personal commitment to putting
“People First” and “Self-concept” as educators.
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CONCLUSION

In this paper we elaborate on a growing body of literature on schooling
and market environments. While this literature is useful in determining
inputs (e.g., student demand) and outcomes (e.g., comparing private and
public school student test scores), we hope to add an important window
into the world of private education and responses to market environ-
ments more generally.

Empirically, analyzing the micro-foundations of private education
allows us examine how decisions are made and to ask why particular
actions are taken over others. We were able to give voice to private edu-
cators by allowing them to share with us how they understood pressures
outside of their organization, and what ultimately guides their decision
making. Understanding the micro-foundations of private education or-
ganizations requires analyzing the “cognitive complexities” (Jennings
and Greenwood 2003) that ultimately guide behaviour and recognizes the
“varied ways that institutionalized practices operate at the micro-level”
(Powell and Colyvas 2008:12). This line of inquiry recognizes that while
organizations may operate under a similar set of environmental pres-
sures (e.g., “competitive environment”), responses are always nested in
actors’ worldviews. Such cognitive frameworks guide micro-level re-
sponses, and may account for the multiple ways actors come to interpret
and respond to pressures emanating from the environment. Thus while
prevailing institutionalized scripts may appear objective, they are always
filtered through the unique repertoires and schemas of individual organ-
izations and their members (Berger and Luckmann 1966).

Theoretically, this vantage point allows us to bring the macro-micro
link into sharp relief. For our interviewees, “competition” was not a
theoretical or political ideal, but rather a dimension of doing business
that many of them did not believe was consequential to their everyday
operations or to their survival. Among our interviewees, “best practices”
were not the result of market rationalization processes, but the symbol of
a personal and moral commitment to teaching and learning. These find-
ings suggest the need for a more careful and systematic examination of
the mechanisms (market or other) that may inspire efficiency — whether
efficiency denotes optimal decision-making, production, hiring, or ser-
vice delivery.

Future qualitative research may offer more insight into why quantita-
tive research has yet to demonstrate clear and consistent evidence on the
benefits of market environments. Some quantitative research has found
that while parents and students generally report higher levels of satisfac-
tion with choice options, academic gains through competitive processes
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tend to be “substantively modest” (Belfield and Levin 2002:297; see also
Goldhaber 1999). A systematic review of the effects of market competi-
tion on schooling outcomes by Belfield and Levin (2002:297), for ex-
ample, found that “Between one-third and two-thirds of the estimates
lack statistical significance.” However most studies tend to focus on a
particular geographically bounded charter school or voucher experiment.
These examples have also yielded less than impressive results. A UCLA
study, for example, of 39 representative charter schools in 10 districts
found that while these schools were financially accountable, they failed
to uphold academic standards and often required outside interventions
(UCLA Charter School Research Associates, 1998).

In a (rare) Canadian study, O’Reilly and Bosetti (2000:31) did find
evidence of significant innovative approaches (e.g., Suzuki method of
teaching) and that charter school students are “generally achieving at
least as well as students in other jurisdictions.” Not surprisingly, the
authors note that the educational achievement gaps can be partly ex-
plained by students targeted by charter schools (e.g., gifted students, low
achieving students), and also by the high levels of education and in-
come of most charter school families. Interestingly, rather than academic
achievement, most teachers believed that their school’s most significant
accomplishment was children’s socioemotional development. This find-
ing mirrors similar Canadian research on third sector private schools in
Ontario (Davies and Quirke, 2005). This research finds that nonelite,
nonreligious private schools tend to focus on a particular pedagogical
approach (e.g., museum based education). These schools do not adver-
tise, nor focus on, academic indicators of excellence (e.g., EQAO test
scores, entrance to university), but instead purport to cater to children’s
individual interests and personal development (Quirke 2009). Choice
and the freedom to select schools that match parents’ teaching or par-
enting philosophy are what appear to increase satisfaction, regardless
whether this choice generates tangible academic outcomes or creative
teaching and learning practices.

These studies provide little support that market competition unleash-
es innovative practices. Lubienski’s (2003) comprehensive examination
of the influence of competition and choice on charter schools, for ex-
ample, found that overall most classrooms and pedagogical strategies
are similar to regular public schools. In fact, Lubienski (2003) argues
that the very market forces that attempt to unleash creativity are the same
pressures that demand outcome-based performance standards. This lat-
ter pressure ultimately undermines innovation by encouraging curricular
conformity and instructional standardization. In another paper he notes
that while several studies illustrate an unexpected lack of innovation to
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core practices, researchers find innovation in other, noneducational, as-
pects of charter schools such as marketing (Lubienski 2005; see also
Goldhaber 1999). Our data support this finding.

This area of research faces numerous obstacles. While private edu-
cation has grown in Ontario, there are few credible sources of data to
evaluate their quality and creativity or map their trajectories. Schools
of choice are funded by the state in Alberta (see Bosetti 2000 and Tay-
lor and Mackay 2008), and private schools in Québec are subsidized by
the state (Desjardins 2006). However, as partially or fully state funded
options, they are quasi-market schooling organizations at best. These
conditions in Canada and elsewhere (e.g., United States) seriously com-
promise researchers’ ability to evaluate how market competition influ-
ences educational achievement or teaching and learning practices.

One area of further research is the question of whether actors in other
“helping fields” in the private sector would act according to the market
hypothesis. We speculate that the small organizational size of the educa-
tional businesses we surveyed maximized organizational actors’ latitude
and ability to make nonstrategic choices. As Brint (1994) argues, pro-
fessions should not be seen in isolation from the sphere (i.e., business
versus human services) in which occupations operate; we argue profes-
sional versus nonprofessional occupational groups might bring various
occupational status and sensibilities that to their work. We argue that
professional actors (i.e., teachers, speech language pathologists, nurses,
dentists) doing “helping” work in for-profit settings need to manage the
demands of the dominant ethos of both the for-profit business and “hu-
man services” sphere in their treatment of personal problems (see Brint
1994). However, it is unclear whether or how uncertified staff members
who do human services work in the for-profit sector would adopt or en-
act market theory predictions. This is a fertile area for future research.
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