2009 Oxford Business & Economics Conference Program
ISBN : 978-0-9742114-1-9


Strategic Options and Planning in Education Industry

Does Income balance the Outcome?

Saba Rana

Lecturer

Lahore School of Economics

Intersection Main Boulevard Phase-VI, DHA and Burki Road,

Burki 53200, Lahore, Pakistan.

Telephone: 92-42-6560936 

Email:   saba@lahoreschool.edu.pk
The author wishes to express gratitude to her parents for their support and encouragement.
Strategic Options and Planning in Education Industry

Does Income balance the Outcome?

ABSTRACT:
           The basic purpose of this research paper is to give an impression of the education industry. Recently, the pressure of competition has increased, due to the entrance of new institutions in the industry. In order to cope with such situation most of the institutions have become customized in nature, as they plan according to the need of their consumer i.e. students. Therefore terms such as efficient management no longer exist when it comes to the competition in the market. The nature of industry is such as; the speed of reactive changes in any institution creates a success story. However when it comes to the adoption of new strategies; every institution has to adapt careful approaches. Like every other industry, education sector has strategic options when it comes to decision making. In education industry a Strategic Plan is like a product to the entire process of Planning. It guides the institution to constitute ways on operating in an under-developed country. Considering the fact that the amount of Income (fees) generated from the buyer (student) gives enough future security. Building a brand name in the market for the generation of Income and Balancing that income by giving appropriate outcome is the key factor. In this paper education industry is analysed on the impact of plan that the institutions adopt and it will be considered with the formulation of Offer Curve revealing the demanded income verses offered performance in the market. The paper conduct issues such as, the level of input required to fulfil the market need, adoption of proficient procedures to fill the gap and brand building. Basically we will analyse the education industry and examine the parameter adopted for choosing the correct market segmentation, followed by a strategic segmentation analysis for the clear picture of the education industry of Pakistan. 
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1. INTRODUCTION:
Planning is an important procedure where the institution configures its future path. What need are we fulfilling in the market, whose demand would be fulfilled and how would we be able to achieve our goals and objective. So planning is the ways and means of attaining the institutions goal. It is important to have a clear vision in mind before planning followed by rigorous decision making in the entire procedure. When planning, it is essential to think from the strategic point of view, since carrying out a plan does not guarantee achievement of goals. Utilizing resources does not necessarily provide the same level of benefits as desired. So choosing the best possible strategic option out of all the available strategies is an art. This leads to the formation of “Strategic Plan”. In education industry a strategic plan is like a product to the process of “Plan”. It guides the education institution to constitute ways on operating in an under-developed country.  Starting from the wider context, the back bone of options and planning perspectives according to Tsiakkiros and Pashiardis, (2002) “is the word Strategy, which comes from the Greek word Strategos, which means: a general and the leader of the army”. Now days according to Byars,(1991) “ this word Strategy is used to describe the steps taken by an organization in achieving its objectives and missions”. Sequentially Dobson and Starkey,(1994) state that “the mission is the first step of the strategy process that defines the long term vision of the organization”.
1.1. Income Balancing the Outcome:

Education system has its own procedure of generating Income and providing Outcome. The generation of income (fee) from the customers is not an easy task. For this purpose it is essential for the institution to have demand in the market, this leads to the concept of Brand Building. A brand is created on the basis of Input, Process and Output. Input in an education system is its assets (tangible and intangible) like specialized faculty members, facilities provided to students, departments and so on. Process is the way these assets are utilized to create the end product, like the degrees offered by the institution, number of specialization and research work done in the institution. Finally Output are the results produced by providing services to the customers, such as the number of graduates in an institution and also the level of practical knowledge provided to face the current market. Now Outcome is the benefits that students gain out of the institution like a getting a good job. In terms of Strategic Management, education industry can be analysed and examined on its impact of plan that the institution adopt. It is important to observe that the Input of any institutions are enough to fulfill the market need, the procedure adopted is proficient and the output produced is good enough to create a Brand in the market.

1.1.1. Education Standards:

· Specialized faculty

· Facilities

· Pedagogical methodology

1.1.2. Educational Income & Outcome

· Running expenditures

· Institution funding

· Resource utilization

2. LITERATURE REVIEW:
2.1. Strategic Planning and Education:
Any educational institution has to follow a plan and the nature of the plan is similar from the rest of the institutions in the industry. That is why Davies and Ellison, (1992) state that “The school development plan should provide the mechanism for defining a school’s aims and translating these into effective education. Activities can be sub-divided into core elements which represent the main purpose of the school and support elements which facilitate the effective operation of the core elements”. The entire plan gives a good idea of where the institution is right now and also helps in developing the future plans by considering the available resources. The rate of political, economic, social and technological change has been increasing on annual basis in the education industry. Thus all the strategies applied to institution have to be flexible in nature. As mentioned by Drucker, (1993), “What will be taught and learned; how it will be taught and learned; who will make use of schooling; and the position of the school in society – all of this will change greatly during the ensuing decades. Indeed, no other institution faces challenges as radical as those that will transform the school”. Thus the school plan is essential for one or two year plan as the core element such as curriculum development, as well as the support element such as the physical resources, have to be management on short term period of time. The journey from the mission statement to the execution of knowledge is also a crucial job, which has to be performed with proper planning.  
2.2. The Three Stage Model:

In 1995, Davies and Ellison created a Three Stage Model, which highlighted the need for proper channel of planning. According to Davis and Ellison, (1995) in order to create a vision of an institution it is essential to do some future assessment. Thus by creating a future Vision, management of the institution can then plan and create a long term strategy according to the future vision. This helps in efficient utilization of resources and it also gives a clear approach to the management. 

2.2.1. Stage#1: Future Planning:

Many authors have worked on the Future Planning and observed trend followed by institutions. In this paper we have considered few observations of the authors regarding the planning and trends in the market. These authors include the work of Beare and Slaughter (1993); Handy, (1994); Hargreaves, (1994); Gerstner, (1994) and Caldwell, (1997). Summarizing the main concept Davies, (1997) states that: the Future Planning requires constant development in the testing methods, as well as the Curriculum. The comparison of the inflow and the outflow
, verifies the gain in the future. Thus increased performance in the future brings more funds; here income is balanced with service. Different types of degrees or services provided by institution in the future gives them an edge. This increases the number of choices available to the student. For future the hiring patterns of Professors and staff members should also be standardized
 according to the changing environment. The teaching methodology should also be updated, in terms of the literature as well as the technological advancement
. The boundaries of education should be re-applied according to the up-dated social and economic situation of country. (Davies, 1997) 

2.2.2. Stage#2: Strategic Planning

Strategic planning is the key ingredient of any institution. It is basically a procedure where the current methodology is compared with other institutions methods. Thus the comparison reveals the current position of the institution in the education industry. In the traditional management, strategic planning was referred as strategic management or business strategy, however all these terms are same as every time a new term is used with respect to a different perspective but same idea (Davies and Ellison, 1998; Tsiakkiros and Pashiardis, 2002).  Thus Fidler (1996) thinks “they simply describe the same process from different perspectives and highlight different aspects”. Finally, a strategic planning according to Fidler, (1989) “is a process for creating and choosing a particular strategy to respond to future events and plan how to implement it”.

2.2.2.1.  Johnson and Scholes Model:

For the clear understanding of the concept we will be applying the useful model developed by “Johnson and Scholes” (1993). This model encompasses of three major levels of strategy and then later on these levels are further divided into related branches. The main three levels are: Strategic Analysis, Strategic Options, and Strategic Implementation.
a. Strategic Analysis refers to the current status of the institutions in the education industry. Thus getting an idea about the positioning of the institution gives a clear vision regarding the short term and long term goals. It leads to the formulation of different strategies in various directions with respect to the interest of the stakeholders and society. This scanning of the environment is usually done by the senior management.

b. The next level of Strategic Options basically comes from strategic Choices. Here the overall available options are identified and then evaluated, later on the selection of the feasible strategy takes place. In the Johnson and Scholes Model, strategic choices are further sub-divided into three categories which are related to the: suitability, acceptability and feasibility of each option. The selected option should have certain properties which support the future plans. For Sustainability, it should be able to the resolve the main issue (lack of variety of programs) in the education industry. The option should be able to consider of the institutions strengths and apply them to gain the opportunities in the industry. For Acceptability, the option has to perform those tasks which stick to the institutions main values and goals. In terms of Feasibility, the option should be affordable for the institution. Even by getting appropriate funds in order to acquire the specific option, the option achieving the specific goal. 
c. Lastly the Strategic Implementation is the stage where all the recourses and arrangements are made with respect to the selected strategy. Here strategic change and the nature of the newly adopted method is reviewed (Johnson and Scholes, 1993)

2.2.3. Stage#3: Development Planning:

Basically strategic implementation is the Development stage. This is the most important part of the entire planning procedure. As the best possible strategy has been selected, and now comes the final task of performing it. According to Johnson and Scholes (1993), few main problems faced by the administration during the strategic implementation stage are, lack of planning and allocation of resources, or even supervision of the new strategic change in to the environment. Knight, (1993) states “to achieve a strategy, resources will be required and will need to be allocated”. Therefore the proper allocation of resources plays the game.  
2.3. Strategic options in the context of education:

Mostly institutions adopt new strategies in order to gain competitive edge over their competitors. According Kyla¨heiko and Sandstro¨m (2007) “ The main determinants of Competitive Advantage are: the competitive nature of external environments, supply and demand conditions of the industry (economies of scale and scope and network externalities), renewal capacity of the organization, the dependence on complementary co-specialized resources and capabilities, and the strategic role of the appropriate regime”. Every institution according to Kyla¨heiko and Sandstro¨m (2007) can in fact be interpreted as portfolios of tangible (building) and intangible (knowledge) assets. In order to gain benefits from such assets every institution has to create what Rumelt (1984) called is “isolating mechanisms”. Thus the basic goal is to create a bond between the institutions tangible and intangible assets. Every educational institution has to consider certain key factors in order to survive in the education industry such as: quickly realizing the need for a service in the industry, identify the range of possibilities creating strategic options, acquiring the optimistic strategy considering the internal and external related factors and then applying the selected strategy on the institution. Thus in order to stand out of the crowd, every institution has to remodel its self (Kyla¨heiko and Sandstro¨m, 2007). Kyla¨heiko and Sandstro¨m, (2007) define the strategic options as “A (strategic) option is the right, but not the obligation, to take a (strategically important) action in the future. (Strategic) options are valuable when there is uncertainty. Many strategic investments create subsequent opportunities that may be taken, and so the investment opportunity can be viewed as a stream of cash flow plus a set of (strategic) options”.
2.3.1. What are the Options? 

Basically strategic option gives manager an option to delay their decision until the right time arrives in the market. Therefore strategic options while considering the internal factors also take into account the external factors, such as opportunities and threats in the education industry. Thus it is prominent that options usually come with the uncertainty as the more the uncertainty is in the market the more are the options. These uncertainties cannot be tackled by the traditional managerial methods therefore options and creativity is the key. The only golden rule followed by all institutions, is to minimise the risk and maximise the profits. In order to avoid the risk, option to delay (strategic deferral option) can be applied or even by adopting a strategy, institutions can start with low investment (a strategic scaling option), besides all types of option there is always an option to discard the entire strategy. Sequentially, the different opportunities can also be taken into account when it comes to strategic options, as shown in Figure#4. In some cases a Strategic flexibility helps the institution minimise the risk and maintain a profit level. Strategic options do give the administration a vision to see the external environment clearly (Kyla¨heiko and Sandstro¨m, 2007).     
2.3.2. Turbulent Environment:

The main reason of planning and looking for strategic options is to keep up-dated. Thus institutions spend time and energy on future planning. Sometimes the nature of industry becomes so unpredictable that it becomes difficult for every institution to follow.  As Boisot, (1995) discusses such environment as “Turbulent Environment” and he states that “Preparing for turbulence: the changing relationship between strategy and management development in the learning organisation”. According to the management literature, the main concept behind strategy is to have control over the management of any institution, however in turbulent environment the rate of change causes unpredictability in the environment leading to change in the entire system. However the main problem is the nature of change the institution has to face in order to have an edge. As Beer and Nohria, (2000) states that “Even with a clear and desirable future state in mind it can be enormously difficult for large, complex organizations to reinvent themselves”.  Thus Raynor,(2008) say that “The difficulties of coping with change that is significant, unpredictable, and rapid has been folded into the concept of ‘‘Turbulent’’ Competitive Environments, and a number of frameworks have been developed over the years to help organizations cope with competitive turbulence, including ‘‘logical incrementalism,’’ ‘‘sense and respond,’’ ‘‘emergent strategy’’ and ‘‘improvisation,’’ each of which holds out the promise of enabling organizations to shift their strategic footing as circumstances require”. Thus every institution has to change according to the requirement of the environment (Davies and Ellison, 1998; Raynor, 2008)
2.3.3. Strategic Flexibility:

Strategic flexibility is the need for every institution. As Chakravarthy, (1982), (1986); Evans, (1991); Greenley and Oktemgil, (1998) has mentioned that “Strategic flexibility is the ability of firms to respond and successively adapt to environmental change”. Strategic flexibility is basically required for decision making process, the number of options available to an institution while going for a change (Aaker and Mascarenhas, 1984; Fiegenbaum and Karnani, 1991; Greenley and Oktemgil, 1998; Sharfman and Dean, 1997). Thus strategic flexibility is like a necessity for every institution, in order to survive in the industry it is essential to keep pace with the changes in the consumer need as well as in the emerging strategies of the competitors. Strategic flexibility, gives every institution an open option, just like Sanchez, (1995) states “Strategic flexibility can offer a firm a distinctive competitive advantage, because the capabilities to generate decision-making options, and hence different forms of strategic flexibility to deal with dynamic and changing environments, is probably difficult for competitors to imitate”. Consequently, generating new policies on the basis of strategic options ends-up rewarding a name in the industry (Combe and Greenley, 2003)
2.3.4. Typology of Strategy:

Due to the unpredictable nature of turbulence and the rate of change that every institution adopts, Boisot, (1995) has identified four types of actions taken by the institutions: “(1) strategic planning, (2) emergent strategy, (3) intrapreneurship, (4) strategic intent”. Boisot, (1995) has developed a scenario in shape of a graph and plotted the types of response that institutions give due to turbulence in the environment. In Figure#5, the axes cover the level of turbulence that prevails in the environment and the level of understanding that the institution has regarding the turbulence in the environment. Thus Boisot,(1995) connects the levels and perceptions to the type of response that the institutions gives in terms of a strategy.

The four action plans are as following: Strategic Planning, is basically done when the changes in the environment are predictable. Thus it is not difficult for institution to adopt new strategy according to the rate of turbulence in the environment. In Emergent strategy, the level of turbulence and understanding are both low, thus once again proper planning is done to make a change in the strategy. Whereas, in Intrapreneurship, the level of turbulence is so high that it becomes a challenge for the institution to understand the action that they should take. However according to Boisot, (1995) there are low chances of the occurrence of Intrapreneurship, in the education industry. Lastly, in Strategic intent, high level of turbulence and understanding create a perfect operating environment. Even for educationalist, it is an ideal state of industry when a common base of planning could be done and that leads to success in the highly turbulent environment (Boisot, 1995).
3. METHODOLOGY OF THE RESEARCH:

 The methodology of this research paper is simple firstly the overview of the education industry is given through the Model of industrial organization analysis following the Structure-Conduct-Performance approach. Then the Market is analysed on the basis of Market segmentation, leading to the creation of Offer Curve, on a real case scenario. Later in the research paper a Strategic segmentation analysis is conducted on the Education Industry.

3.1. Industrial Analysis:

The education industry is analysed on the basis of the nature of the product/service, the buyers, suppliers and the market conditions. In such situation the (Structure-Conduct-Performance) SCP approach has been applied to the Education industry. The SCP approach is the work of the Harvard economist Edward Mason, in the 1930, and of his doctoral student Joseph Bain, in the 1950. The model basically explains the actions adopted by the business schools by considering the nature of the education industry. 

3.1.1. Structure-Conduct-Performance Approach:

The basic requirement of the education industry is obvious; the exchange of knowledge takes place between the buyer and the seller. However like other industries the supplier are the faculty members’ i.e. the professors and the teaching associates, where as the buyers are the students as well as the working class who are interested in advanced education. Moving to the SCP model, according to Cassey Lee (2007) the structure is consigning to the market characteristics of the education industry, the conduct is the action adopted by the institution to behave in a certain market, lastly the performance is the result of the actions implemented by the institution. The model is further explained in Figure-1 and Figure-2.
Figure-1: Industry Analysis                  
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Figure-2: SCP Frame work
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	CONDUCT
	PERFORMANCE

	Programmes Offered

BBA, MBA, EMBA 
	Differentiation Strategy    

 Amalgamation of Degrees such as MPA, MIS, MHRM 
	Outcome

The availability of jobs for the fresh graduates

	Specialization offered

Marketing, Finance, HRM
	Focus

Pure business studies
	Alumni success

The current status of the alumni

	Direct competitors

All the universities offering same programmes
	Income 

Fee for the business administrative degree 
	Market Demand 

The demand of the graduate from certain business school in the market 

	Student Profile

Students with a background of business studies
	Low Cost Leadership
Public universities offering degrees in low cost
	


3.2. Market Analysis:

Moving on from the industry to the market analysis, the basic difference is that the market caters to a specific number of buyers in a certain area, with definite preferences. The market is usually defined in term of the customer’s point of view on the basis of availability of variety, substitutes and complementary offers.  Taking the example of Pakistan’s education industry, the buyers of pure business education would be looking at the following factors.

a) Product Variety: Considering the pure business schools of Lahore, the Lahore university of Management science comes to top and then comes the Lahore School of Economics. The business related degrees offered by these institutions such as MBA (Masters in business administration) further moving to the area of specialization such as Marketing or Finance, would be opted by the perspective student. 

b) Substitute Products: The students would also want to look at the options present in the market. So those students who would want to go for an indirect source could opt for a MSC (Master in Sciences) degree or even consider offer of other universities such as MPA (Masters in Public administration) or MHRM (Masters in Human Resource Management).
c) Complementary Offers: Those students who are just interested in Business studies and want to purse degree specifically for the business studies, consider options at the initial level and opt for BBA (Bachelors in Business Studies) followed by the options in the area of Finance, Banking or Information Technology. Thus these under graduate level degrees increases the understanding level of the student at basic level and give an advantage for future success.     
3.2.1. Market Segmentation:

This application of the theory plays a vital role in the true identification of the consumers. The application of market segmentation from the strategic point of view is to configure the complex nature of the customer in the market (Firat and Shultz, 1997). Thus the education market is segregated on the level of income, gender, interest and preference of the customer. According to Wendell Smith (1956), the market segmentation is considered when the complex consumer requires a more defined adjustment of the product in the market. Therefore the supply side makes effort to meet demand of the specific segment in the market.  

The concept of market segmentation was born in 1960’s. It all started when the firms started catering to specifically those customers who generate maximum revenues for their company (Twedt, 1964). Later Haley (1968) observed that every customer has a different perception in mind, regarding the usage of product. So he created a benefit-based segmentation model, which leads to the further advancement in the market segmentation.

Relating to the market segmentation Abell (1980) created a “three dimensional model approach”, which was further clarified by Manfred Bruhn (2003), he explained that there are three major dimensions which need to be considered when determining the market segmentation. The three dimensional model caters to:

· WHO (who are the customers)
· WHAT (what needs are satisfied) 

· HOW (techniques used to satisfy the need) 
With the help of this model the positioning of the competitors can be seen differentiating their products from others. This model has been applied to the Education industry and can be seen in Figure-3, given below   

Figure-3: Three Dimensional Space (WHO - WHAT - HOW)

	Customers Groups / Segments

Graduating students who are already aware of the basic principles of Business studies, who are able to adopt, learn and apply the studies. Even those who possess communication and decision making skills from previous work experience.  


	Customer Functions /Needs

Business schools provide students with knowledge and skills that counterpart the current condition in the Market place.





	Market Mix Alternatives

Constantly upgrade the programmes, curriculum, pedagogical methods, technology and system. 




3.2.2. Strategic Segmentation:

Considering the current situation in the education industry of Pakistan, we have collected data of specifically all universities offering business studies in Lahore (Rana 2008). Then compared their fee structure with the number of majors that they are offering in the MBA (masters in business administration) degree. The main reason of collecting data on these variables is to observe their income that is fee with the level of offering that they are providing the customer. Considering the strategies and the price is known as strategic segmentation (McGee, 2004). The data is given in Annexue-1 at the end of the paper; however the Figure is given below:

Figure-4: Strategic Segmentation
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Looking at the figure-4, it is clear that as ranked by the Higher education commission (HEC) the top universities offering MBA degree are asking for more fees as compared to the lower ones. However the numbers of majors offered are random, since LUMS is on the top number and it is asking for the highest amount of fee as well as offering good number of majors. Besides that looking at Iqra Millinium, it is asking for a lower amount of fee but offering maximum number of majors. Thus the concept of market segmentation applies. Since their customers cannot afford to pay that much amount of money so Iqra Millinium has kept it low. Coming towards the Public universities they are asking for low amount of money and at the same time offering less majors to their customers.     
  3.2.3. Offer Curve

Now considering, the offer made to the students by the universities in Pakistan. Basically in the offer curve the pervious operating business universities are compared with the new universities (McGee, 2004). The fee structure of the MBA degree is compared with the total number of post-graduate degrees (MBA, MSc, and MPA) offered to the students. Here we have selected two top business schools that have been operative for more than ten years (Lahore University of management science and Lahore school of economics)  (Rana,08) and compared them with two new business schools that recently got recognized by the higher education commission (University of Management and Technology and COMSATS Institute of Information Technology).  The data is given in Annexue-2 at the end of the paper; however the Figure is given below:
Figure-5: Offer Curve
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In figure-5, it is obvious that the two old universities are asking for higher fees and at the same time offering good amount of post graduate degree variety. However the most surprising COMSAT is offering maximum number of post graduate degrees and at the same time asking for minimum amount of fee. Thus COMSAT has a diversified target market.  

4. CONCLUSION:

Within the range of this literature review, we have examined the nature of strategic planning and strategic options. With the help of management studies and models, we have realized the importance of such strategic approaches. However education industry is one of the most important industry, of any country. It’s only because of the literature that these institutions can adopt precautionary measures, choose the best possible strategy and secure their futures. Thus the education sector in Pakistan is improving and with the passage of time the education sector can meet-up the challenges that prevail in the external environment such as the economic and political stability. In today’s world we need leaders who could take actions, make decisions accordingly and choose the correct path. Strategic planning and strategic options is the perfect path finder. Thus the redesigning of the entire system is a necessity for the education sector, responding to the turbulent environment and changing the entire plan is a crucial responsibility of the management. From offering new degrees, to the identification of new markets, all rely on the planning of institution. The strategic options, shows the nature of ways available to every institution, however these options doesn’t have to be the same as the mission and vision of every institution differs, so the options and expansion plan also differs according to the nature of  institution and the environment. Hence, every institution is adopting its ways in order to succeed at its own time; however the commitment required for the new strategies increases the work load and at the same time the level of uncertainty arises in the environment. In order to avoid these uncertainties, strategic options are created and the nature of these options are always flexible, so that the turbulent competitive environment can be handled leading towards the individual success.
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Annexur-1: Strategic Segmentation (Fee structure and Majors offered in MBA)
	 
	Fee (Rs.)
	MBA

	 
	
	

	Pu
	0.45
	5

	Lcwu
	0.641
	3

	Fast
	1.51
	3

	Comsat
	1.82
	5

	Fc
	1.9
	1

	superior
	1.975
	2

	Gc
	2.16
	5

	pak aims
	2.187
	3

	Iqra
	2.45
	6

	ncba & e
	2.91
	3

	Pcba
	2.91
	4

	Usa
	3.15
	2

	imperial
	3.56
	3

	Umt
	4.25
	6

	Lse
	4.75
	2

	Lums
	7.854
	5


Annexur-2: Offer Curve (Fee structure of MBA and total post graduate degrees)

	
	Fee (Rs.)
	Post-grad

	
	
	

	Comsat
	1.82
	17

	Umt
	4.25
	6

	Lse
	4.75
	8

	Lums
	7.854
	9


Exchange











� Here inflow is referred to the student, who pay fees to get admissions and outflow refers to the quality of education provided by the teachers.


� Standardized is in the terms and conditions of the contract.


�  Advancement in literature refers to the new theories and practical education, whereas technological advancement is in terms of the new class room equipment such as multimedia or distance learning. 
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