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Abstract 

With the full implementation of the second-child policy in China, the number of new-
born will increase steadily. For which the educational pressure undoubtedly becomes a 
new problem for the new generation of parents, resulting in huge challenges due to the 
imbalance and relative scarcity of China's educational resources. Although China has a 
large education and training market, its concentration in third- and fourth-tier cities is 
very low, especially the K12 education and training. In this paper, it analyzes the status 
quo of the education and training market, the development of the training market in 
third- and fourth-tier cities, trying to find out the currently existing problems and 
reasons, and proposes the development plan for the third- and fourth-tier cities. 
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1. Introduction 

2. Status Quo of the Education and Training Institutions in Third- and 
Fourth-tier Cities 

The online education market in China has been gradually expanding due to the huge demand of 
domestic children and parents. Therefore, under the background of being driven by the demand 
of constant education and employment, technological innovation, and policies and regulations, 
the online education market in China is developing rapidly. According to the statistics of the 
Quasi-Industry Research Institute, the size of China's online education market was only 70.1 
billion yuan in 2012 [1]. By 2017, China's online education market has reached 191.7 billion 
yuan, with an average annual compound growth rate of 22.3%. In March 2020, the number of 
the online education users in China has reached 423 million. And the online education market 
has reached 322.57 billion yuan in 2020, indicating that China's online education will develop 
rapidly. This number has been increasingly rising, which indicates that the increase in domestic 
demand for education is expanding the market accordingly[2-4]. 

Due to the unexpected COVID-19, many schools and off-campus training institutions have to 
suspend classes for a long time. It is a cold winter for the offline education and training 
institutions, facing various problems, such as fewer and fewer enrollments in spring, the 
increases in refunds and decreases in renewal rates decline. It is a huge pressure for operating 
the cash flow and performance. At the same time, under the background of urgently needing 
the education, the online education may bring more development opportunities. Among while, 
the most promising market are coming from the third- and fourth-tier cities. Because the 
market there has not been cultivated yet. In fact, the online education model in first- and 
second-tier cities has been relatively mature, where it has been widely accepted by parents and 
students. However, in the third- and fourth-tier cities, students and parents who have little or 
even have no clue about the online education will gradually accept it. The online real-time 
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teaching model has provided the leading companies with low-cost opportunities to attract 
customers and expand their business in third- and fourth-tier cities in the future[5]. 

Although the education and training market in China is huge, its concentration is still very low 
(especially in third, fourth and fifth-tier cities). Currently, a large number of the small and 
medium-sized institutions have occupied a huge part of the market. For such a fragmented, 
large and dynamic market, it has brought unlimited possibilities for the newly established firms 
in China. On the other hand, it is quite a mixed bag the educational institutions in China's third- 
and fourth-tier cities. Moreover, due to the regulatory difficulties, the low-entry barriers and 
huge profits in the industry have caused more undesirable phenomena. For example, the 
arbitrary charges, inaction and fee charging. Such actions have greatly damaged the 
development prospects of the industry. 

Meanwhile, data surveys show that the education and training market in first- and second-tier 
cities has gradually saturated, where the New Oriental, Xueersi and other large educational 
institutions have occupied the markets and become the leading companies in the industry. In 
addition, the market in first- and second-tier cities has developed rapidly and started early. For 
which, the resource concentration there is relatively high and the competition is fierce, and has 
entered the brand competition stage. However, in the current third- and fourth-tier cities, they 
are still mainly regional institutions, so that they have a strong demand for the excellent 
educational resources, and the market here is large. 

3. K12 Market Analysis in Third- and Fourth-tier Cities 

3.1. Status Quo of K12 Market in Third- and Fourth-tier Cities 

According to the survey of iResearch's "2016 China Family Education Consumer Atlas", the 
proportion of families in China with a monthly income of more than 10,000 yuan is 50.5%. 
Among which, the proportion of families with a monthly income of more than 10,000 yuan is 
78.4% in the first-tier cities. And the proportion of urban families with a monthly income of 
more than 10,000 yuan is 45.1% and 27.8% respectively. Based on the current survey data, 
38.6% of families spend more than 6,000 yuan on family education products each year. It is 
foreseeable that with the constant improvement of people's income level and the emphasis on 
children's education and training, the users' payment ability will improve further[6-7]. 

The first- and second-tier cities are basically saturated, for which the third- and fourth-tier 
cities are key areas for increasing the industry participation rates. Since China has a vast 
territory and different levels of development in various regions, the economic conditions are 
differentiating in different regions. The first- and second-tier cities have relatively abundant 
educational resources, resulting in the developed education and training industry. Taking 
Shanghai as an example, its urbanization level is about 86.5%, where the industry participation 
rate has reached a relatively high level. And choosing one or even more training courses for 
students has become the main choice for parents. Therefore, the room for increasing the 
participation rates in first-tier and second-tier cities are limited. The market development in 
the future is mainly depending on the increase in the number of participating courses (that is, 
the frequency of users’ consumption) and the unit price of courses. The universalization rate of 
extracurricular training in third- and fourth-tier cities is lower than that in first-tier cities. And 
the industry participation rate is generally low there, where the room for improvement is 
relatively large. In the future, with the improvement of the economic level and attention to 
children's education, more and more students in K12 stage will participate in the 
extracurricular tutoring. And the third- and fourth- tier cities will replace the big cities 
becoming the industry's focus area accordingly[8-9]. 

At present, the leading companies in the industry are accelerating their cross-regional 
expansion, trying to expand their businesses into second-tier cities and third- and fourth-tier 
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cities. The competition in education and training at the K12 stage is increasingly intense, for 
which the industry concentration is expected to increase to the next level. New Oriental and 
TAL, the leading company in the industry, their compound annual growth rate of revenue and 
net profit has been maintaining at more than 30% in recent years. During the industry 
integration process, the market will focus on the leading companies with capital advantages, 
faculty advantages, brand advantages and strong operating capabilities. 

4. Problems Existing in the Education and Training in Third- and Fourth-
tier Cities 

4.1. 1. Lack of Faculties 

The excellent educational resources are generally concentrated in big cities, resulting in that it 
is difficult to find relatively high-quality talents in third- and fourth-tier cities. With the 
expansion of tutoring institutions, it becomes harder to find excellent teachers. Meanwhile, 
teachers in first-tier cities are unwilling to work in third- and fourth-tier cities. On the contrary, 
teachers in the third- and fourth-tier are still being transferred to the first-line, resulting in the 
situation of lacking the educational resources in the third- and fourth-tier cities, where also 
lacking educated and excellent teachers, is becoming increasingly scarce. 

4.2. Fewer Types 

The educational institutions in third- and fourth-tier cities currently provide course of the main 
subjects of exam-oriented education, resulting in lacking the development of art courses, which 
is mainly caused due to the low enthusiasm of students and parents. On the other hand, there 
are abundant types of education and training in first-tier cities, as well as the training in quality 
education. Children in first-tier cities can receive training in morality, intelligence, physical 
beauty and beauty since their birth due to their parents' sufficient attention and the families’ 
economic level. However, children in third- and fourth-tier cities do not have so many resources 
to receive these trainings. 

4.3. Service Quality Problems 

If the leading institutions enters the market third- and fourth-tier cities without accurately 
assessing whether the market is suitable for a large-scale expansion at the beginning of their 
entry, it will cause a series of problems. Such as, too many students, which may cause the fail in 
achieving the expected service level. Once these indicators are poorly, it will greatly reduce the 
influence of its institutions in third- and fourth-tier cities. 

4.4. The online education is not universal 

The development of the online teaching in third- and fourth-tier cities lags far behind that in 
first-tier cities. First, the basic conditions for online teaching requires the popularization of 
computers, mobile devices and the internet. Only under the above-mentioned background, can 
online teaching be successfully developed in third- and fourth-tier cities. On the other hand, the 
recognition of online teaching in third- and fourth-tier cities needs to be further improved. 

5. Training Market Development Plan for Third- and Fourth-tier Cities 

5.1. Expanding the Faculty 

To develop the education and training in third- and fourth-tier cities, it is necessary to expand 
the high-quality faculty strength, which can be solved from the perspective of university 
graduates. Currently, many excellent normal university students are willing to engage in the 
education and training industry, which is also regarded as one of methods for them to expand 
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their career. Therefore, the education and training industry in third- and fourth-tier cities must 
seize this group of talents to supplement the faculty strength. 

5.2. Launching Multi-type Courses 

With the improvement of the economic level, parents in third- and fourth-tier cities are paying 
more and more attention to the education of their children. Moreover, with the increase of 
parents born in the 80s and 90s, they are paying more attention to the comprehensive 
development of their children, such as the morality, intelligence, sports, and art. Such a situation 
has brought the education and training industry great opportunities. Through expanding the 
types of courses and developing advantageous and featured courses, it will become a 
development opportunity for the education and training industry in third- and fourth-tier cities. 

5.3. Improving the Service Quality 

For a large number of small and medium-sized training institutions in third- and fourth-tier 
cities, their service quality is relatively poor compared to the industry average level, resulting 
the distrusts of many students and parents in this type of training institutions. It is not only the 
current pain point, but also an opportunity, as well as a breakthrough point for the development 
of third- and fourth-tier cities. As long as it can continuously improve the service level and 
establish a trust with students and parents, can it be the guarantee for the long-term 
development of the training industry. 

5.4. Increase the penetration rate of online education 

The development of education and training in third- and fourth-tier cities also requires paying 
attention to the online and offline development at the same time. Currently, it is relatively easy 
to carry out the offline development in third- and fourth-tier cities, but the current market for 
online education has not been fully opened up. Affected by the unexpected COVID-19 in 2020, 
it is an opportunity for third- and fourth-tier cities to develop the online education. Because the 
recognition of online education increases at this time, which is beneficial for improving the 
understanding of online education. There is no doubt that developing the dual-normal 
classroom education and training is the future direction for the education and training in third- 
and fourth-tier cities. 
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