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ARTIFICIAL INTELLIGENCE: A THREAT OR AN
OPPORTUNITY FOR THE EDUCATION SYSTEM?

Our education system, indeed, the very idea of education, is rooted in decades, or even
centuries, of tradition and shared experiences. The recent public health crisis saw the
introduction of digitalisation of education - in a necessary precipitation. Even, this very
specific context did not bring any radical changes.

Generative artificial intelligence (Al) has put the spotlight back on the debate on the threats
and opportunities for the education sector and raised the question of its ability to adapt. The
financial markets seem disposed to see Al as a threat, and have heavily punished the
education sector, starting with Chegg, whose share price has halved since the management
stated that the fall in the growth of its new users was related to ChatGPT. Although the
relevance of some business models might be questioned following the advent of Large
Language Models (LLM), some companies will probably be strengthened by them.

A SUPER-TUTOR FOR EVERY STUDENT

It is still too soon to assess all the consequences of this technology, but we can already say
that it will boost the development of some educational innovations. This includes adaptive
learning, a concept based on the personalisation of learning classes courses.

Al may indeed finally solve Bloom’s 2 sigma problem. In 1984, Benjamin Bloom discovered a
method for considerably improving teaching effectiveness, a method that improves results
by a factor of two standard deviations (two sigmas). An “average” student in a given class
could in this way achieve better results than 49 out of 50 students in a traditional class.
What was his secret? Individual tutoring. What was the problem? The scale required. By
offering personalised conversational tools, homework, assessments and tailored advice, Al
gives every student virtual access to their own personal super-tutor.

Al would therefore offer this super-tutor to every student, and a super-assistant to every
teacher. As there is currently a major shortage of teachers in the US, ools that would
facilitate their task and improve their productivity could provide beneficial solutions.

Universities already give us an interestingexample of the use of artificial intelligence to
improve students’ success. Georgia State University (GSU) introduced an Al-powered
predictive analysis system in 2012. This system analyses data from various sources, such as
transcripts, information about financial assistance and extracurricular activities on campus,
to identify students at risk of dropping out or falling behind academically. It then sends early
warnings to academic advisors, who contact the students and offer them personalised
support. Since the system was introduced, the university graduation rate has increased by
22 percentage points. The difference in the success rate between students from under-
represented minority groups and their peers has been eliminated. The system has also saved
GSU USD 10 million in scholarships and grants that would have been lost due to students
dropping out, preventing students from accruing unnecessary debt.

Al therefore has a social role to play by both enabling equal access to information for all
students, and by removing any human biases in the identification of students’ needs.
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THE QUALITY AND RELIABILITY OF CONTENT IS KEY

The use of Al in education goes far further than the mere solving of short-term questions or
problems. If some listed companies have been heavily penalized, it is because their value
proposition is based solely on occasional help with homework, and is not transforming the
way people learn and teach, but instead offers shortcuts in the learning process.

It is not a matter of identifying the disruptors and incumbents. The outcome will
undoubtedly doubt be more nuanced. Incumbents can be innovative. They often have more
resources. They have the databases, content and relationships with clients that make
innovation relevant, useful and targeted. There are also many opportunities for collaboration
and partnerships between different players, i.e., companies that supply content and
companies offering Al models. Future success stories will therefore not depend on one or
the other, but on a combination of the two.

The key issue is more what companies are able to build using these Al models, whether they
are long-standing operators or newcomers. What will separate the winners from the losers
will be the way in which the technology is used to improve the value proposition of products
and services for users.

The dataset on which the Al model is trained on is critical. Data and content that is
sufficiently differentiating or exclusive compared with the offer available on the open
internet, combined with Al will only improve the value proposition. A model such as
OpenAl’s, which is trained on open-source data, ultimately has few barriers to entry. The
quality of the input data in fact determines the quality of the results. Access to high quality,
precise and accurate data is therefore critical. The operators with the best data will have the
best models. Those in possession of recognised sources will be in the best position, hence
the interest in giving credit to institutional players, who are known and recognised sources.
At the same time, this will add value to the content.

By using new methods to foster learning, operators who are committed to maintaining
academic excellence will have much to gain from appropriating these new tools.

Even as no major disruptions are expected in the short term; these forms of artificial
intelligence are facilitating technologies. They will be distilled in many use- cases, including
in education. Their full power will be revealed by the capacity to train them on proprietary,
accurate and updated information. The quality and reliability of content will therefore be the
arbiter of which players will benefit from Al and which may be harmed.

Written by Elise de Coligny, Analyst, and Aymeric Gastaldi, Fund Manager of the Edmond
de Rothschild Fund Human Capital at Edmond de Rothschild Asset Management
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LEGAL DISCLAIMER

June 2023. This document is issued by the Edmond de Rothschild Group. It has no contractual
value and is designed for information purposes only.

This material may not be communicated to persons in jurisdictions where it would constitute
a recommendation, an offer of products or services or a solicitation and where its
communication would therefore contravene applicable legal and regulatory provisions. This
material has not been reviewed or approved by any regulator in any jurisdiction.

The figures, comments, opinions and/or analyses contained in this document reflect the
Edmond de Rothschild Group’s view of market trends based on its expertise, economic
analyses and the information in its possession at the date of preparation of this document and
may change at any time without notice. They may no longer be accurate or relevant at the
time of publication, particularly in view of the date of preparation of this document or due to
market developments.

The information on companies should not be considered as an opinion of the Edmond de
Rothschild Group on the foreseeable development of these securities and, where applicable,
on the foreseeable development of the price of the financial instruments they issue. This
information does not constitute a recommendation to buy or sell these securities. The
composition of the portfolio may change over time.

This document is intended solely to provide general and preliminary information to those who
consult it and should not be used as a basis for any investment, disinvestment or holding
decision. The Edmond de Rothschild Group shall not be held liable for any investment,
disinvestment or holding decision taken on the basis of such comments and analyses.

The Edmond de Rothschild Group therefore recommends that all investors obtain the various
regulatory descriptions of each financial product before investing, in order to analyse the
associated risks and form their own opinion independently of the Edmond de Rothschild
Group. It is recommended to obtain independent advice from specialised professionals before
entering into any transaction based on the information contained in this document, in order
to ensure that the investment is suitable for the investor’s financial and tax situation.

Past performance and volatility are not indicative of future performance and volatility and are
not constant over time and may be independently affected by changes in exchange rates.
Source of information: unless otherwise indicated, the sources used in this document are those
of the Edmond de Rothschild Group.

This document and its contents may not be reproduced or used in whole or in part without
the permission of the Edmond de Rothschild Group.

Copyright © Edmond de Rothschild Group - All rights reserved
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