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Abstract

Education is the core of any developed society. Higher education graduates have to be
prepared to face the challenges in a dynamic global market. Their competences should meet
the business demands; therefore the universities should adapt their curricula accordingly. The
present paper analyses the activities from the Porter's Value Chain in order to highlight those
that may provide competitive advantage. The author analysed all the activities of the value
chain, then adapted them to higher education system and found the activities that leads to
competitive advantage. The findings support the idea that, even if universities are service
providers in a globalized community, the value chain is a suitable tool for setting the
organization's strategy. By assessing each of the primary activities, the results of the research
show that the most important ones are the teaching process (operations), and the graduates
competences (outbound logistics). The departments (infrastructure) and modern technologies
that enable communication between the parties (universities, students, and companies) are the
main support in achieving the strategic goals. The other activities are also important, but the
ones mentioned above are considered to add the most value to the customers, in this case the
future students and the business environment, which may decide that their actual employees
will be better prepared in higher education institutions by professional teachers.

Keywords: strategy, value chain, higher education

1. Introduction

The world is in continuous changing in all areas. Globalization is one if the powerful
engines that drives the society development in industry, research, or education'. Nowadays,
no matter the sector of economy, the competitive advantage is the key concept for succeeding
in business?. In order to have products/services that fulfil the clients’ needs, the organizations
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are constantly seeking for core competences which may differentiate them from the
competition®.

Higher education is a valuable source of well-trained workforce; therefore the graduates’
KSAs (knowledge, skills and abilities) should meet the market demands*. The globalized
market in this field allows and encourages the free flow of individuals (students, teachers and
researchers), information, and e-learning, as well as diversity®. However, the researches found
a gap between the competences provided by universities and the demands of the business
environment®. Some of the employers® critics emphasize the lack of practical skills, as well as
the reduced capacity to apply modern technologies and information (Artificial Intelligence,
robotics, etc.). That means that the universities find hard to deliver skills and abilities that
develop creativity, or innovation. A study focused on the impact of automation in the future
shows that most of the respondents think that in 20 years most of the routine and dangerous
tasks will be performed by artificial devices. The results are presented in Figure 1.

Figure 1: The use of robotics in economy
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The transferable, also known as soft skills, are the most valuable for the hiring companies,
as they allow the person to adapt to the organization’s strategy, culture and values. Some of
them are: goal-oriented, communication, teamwork, decision making, problem solving,
creativity, life long learning, or time management’, as in Figure 2:
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Figure 2: Employers™ demand of human capital core skills
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Source: QS Global Employer Survey 2018

By analysing the findings regarding the required skills, the most important are those
related to entrepreneurship, because the technical ones are considered mandatory®. However,
depending on the university's profile, most of the disciplines trigger the knowledge, meaning
that this may be the main source of gap.

Another important issue is the employers™ opinion concerning the balance between the
graduates” level of specialization (hard skills) and transferable skills. A survey developed by
CareerBuilders in USA?® found that even the knowledge provided by the universities doesn’t
match the employers™ demands.

The challenging environment, especially affected by private schools that are very flexible,
e-learning alternatives and the drastically decrease of the European population, are forcing the
universities to find ways to attract Generation Z (born after year 2000) and to deliver a mix of
KSAs, which are the starting point in hiring professionals. Moreover, the borders for people
and jobs are diluted, so youngsters move easily from one country to another, in continuous
search for a better future®,

In 1985, Michael Porter designed a strategic model to analyse the internal environment of
an organization, in order to find the activities that are able to add value to the
products/services provided in the competitive market. According to Porter!!, the value chain
is divided in two main activities, each of them having sub-activities: primary activities
(inbound logistics, operations, outbound logistics, marketing and sales, service), and support
activities (infrastructure, human resources, technology, procurement). By analysing them, the
managers may identify those that bring the most value to the clients, so the organization will
focus on developing them. At the same time, if some activities are not efficient or/and
effective, strategic decisions should be made to improve or outsource them.

Value means the amount of money the customers are willing to pay for the product or
service provided by the organization?. In order to have competitive advantage against the

8 Rasul et al., 2013
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competitors, the profit margin should exceed the costs®. Porter argues that, depending on the
organization's expertise, the value chain may be redesigned, by adding or replacing activities
according to the value they offer to the customers,

In case of universities, they are perceived as service providers, so the primary activities
cannot be divided like those of manufacturing companies, and the same judgement is made
for supporting ones. Some researchers™ designed a model of value chain which may be
suitable for this area. The main attention is on the teaching process that should provide
competences based on the market demands (Figure 3).

Figure 3: Employers’ demand of human capital core skills

Source: Pathak&Pathak, 2010

The employability of the graduates is one of the main criteria for people to choose the
university. Therefore, the higher education system should adapt the curricula for providing
both hard and soft skills. The 2018 Top 10 universities based on the employability rate are'®:
Harvard University (USA), California Institute of Technology (USA), Massachusetts Institute
of Technology (USA), University of Cambridge (UK), Stanford University (USA), Technical
University of Munich (Germany), Princeton University (USA), Yale University (USA), The
University of Tokyo (Japan), and National University of Singapore (Singapore). As can be
seen, six universities come from USA, two from Europe, and two from Asia. This may
represent a concern for European universities, as a warning signal for dealing with
globalization.

This paper aims to analyse the value chain in the higher education system and find the
activities that add the most value to the customer. The model is a generic one, which may be
adapted to the university's specialization.

2. Research Method

The value chain is a strategic tool used by managers for identifying the activities that
address the most to the customers™ needs; in this particular case the graduates, the business
environment, and the community. The figure below presents the original shape of the value
chain (Figure 4).
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Figure 4: Porter’s value chain
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As Porter stated, any organization, no matter its specialization, has to plan the future
according to the market trends. In his opinion, a value chain is a set of activities developed by
a company with the purpose to add value to the customers, in terms of products or services?’.
Consequently, it supplies the resources from the environment, which are transformed in
products/services. Next, they are marketed in order to be sold in the environment to
customers. Keeping the clients devoted is, maybe, the hardest task, therefore the company
provides service and post-warranty. In Porter's model, these are the primary activities. They
can be achieved only if they are supported by the cooperation of all departments, including
human resources management, the technology used by the company (not the one in the
operation process), and the procurement of the inputs. Because each organization has its own
way to do business for adding value to the inputs (profit margin), the activities weight
different in the value chain.

Table 1 gives examples of activities within a manufacturing organization, according to
Porter’s model:

Table 1: Value chain activities for manufacturing organizations

Main Activities Type of activity Examples

Inbound logistics Quality control, receiving materials, warehousing,
control, supply schedule

Operations Manufacturing, packaging, production control, quality
control, maintenance

Outbound logistics Product/service, order handling, dispatch, delivery,

Primary activities invoicing
Marketing and sales Customer management, order taking, communication,

pricing, channel management, promotion, sales analysis,
market research

Service Warranty, repairs, spare parts supply, maintenance,
education and training, upgrades
Firm infrastructure General management, planning, legal, accounting,

finance management
Human resources management | Recruitment, planning, compensation, training, career

Support activities planning
Technology development Process design, engineering, know-how and technology
for each primary activity, R&D, testing
Procurement Supply management, funding, sub-contracting

17 Porter and Teisberg, 2006

6 www.bmeconf.org
info@bmeconf.org




4fllBMECONF

business, management and economics

International Conference on Applied Research 12-14 December, 2019
in BUSINESS, MANAGEMENT and ECONOMICS Barcelona, Spain

Source: Porter 1985

The world faces a change of paradigm: jobs are grouped around projects, not processes. As
digitalization is strongly active in the working environment, people should have competences
related to creativity, problem solving, or critical thinking. This is where the universities come
in the big picture’®,

Generation Z is computer oriented and gets information via Internet. Their problem occurs
in filtering the data and understanding the phenomena in their complexity. Therefore,
education cannot remain stuck in delivering theoretical knowledge, because huge amount of
information is already on social media. Instead, the students should be challenged in solving
real problems, not hypothesis.

Universities are urged to adapt to modern trends, because now people, products, services,
or knowledge, travel without barriers® 2. Some authors?! argue that the globalized education
industry should be based on the following principles: economization (public universities
should have their own funds, not only governmental budgets), marketization (the services and
people should serve for developing the community, the public health, or the inhabitants
prosperity at a global level), commodification (universities should be seen as
products/services that add value to consumers, so they should be strategically managed,
commercialized and promoted for competitive advantage), and financialization (the
graduates” competences should attract the attention of private companies in terms of
sponsoring, equipment, or training in modern technologies).

Based on the fact that universities are focused on teaching and research, the activities of the
value chain will be shaped in a way to add a consistent value to the consumers using synergy.
By analysing the efficiency and effectiveness of each activity, the managers will be able to
develop strategies on long term for capturing the best results possible in a changing and
competitive environment. They may be assessed in terms of number of students, students and
teachers’ mobility, amount of funds, level of employability, number of articles, inventions,
patents, or other intellectual property.

Universities have to develop their core competences because the business-based approach
is getting more and more attention??. Modern higher education strategy places the student as
in the core of the decision-making, for he/she selects a particular university only if he/she
perceives advantages related to employability or personal development?.

There is no ideal model for analysing and designing the value chain for the higher
education system, because each university has its own profile and specialization; the present
research aims to improve the management’s strategically approach in long run for developing
its competitiveness (Figure 5).

18 Chadwick, 2017
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Figure 5: Porter's value chain for universities
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Source: Author

The main focus is to find those activities that allow the universities to become leaders in
the area, a strong globalized one. The universities are competing all over the world, so they
have to differentiate in order to attract top students?*. All the strategies adopted are meant to
stay in the business®, because the universities’ results should match the needs of the end
users, in this case the labour market.

2.1. Primary activities

All these activities follow the educational flow. The students/teachers are recruited, trained
and they are well prepared for the competitive workforce market. For succeeding, universities
have to develop marketing strategies, and to provide services for attracting future candidates.
A major problem, especially for public institution, is the lack of flexibility, in terms of
velocity to adapt to the market changes.

2.1.1 Inbound logistics

The inputs are the people who want to develop their KSAs and choose a particular university
for achieving them. They may be youngsters coming from high schools, as well as employees
wanting to improve their knowledge. This is an important category, because companies select
educated people for jobs, especially if they need specific competences. Other categories are
the researchers and teachers. Based on these argues, the recruitment process in essential.
Studies show that the education industry will grow in the next years. In terms of money, only
in USA it will reach 2.600 billion $ in 2026, compared with 1.350 billion $ in 2017 (93%
growth)?.

Another aspect related to inputs is the possibility to attract external funds that may come from
non-reimbursable sources, or other sources. They will stand as base for acquiring equipment,
or modern technologies which will facilitate professional teaching and research.

2.1.2 Operations

This activity is related to the teaching methods which should be computer-based and
interactive. The teachers are seen today as facilitators to students for finding answers by their

2 Kotabe and Kothari, 2016
25 Mcdonald, 2016
% Zjon Market Research, 2018
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own capabilities. Dictated courses are history. Now students are facing real situation which
they have to solve by the help of teachers.

E-learning, as well as blended learning are other ways to deliver the message, each of them
with pros and cons. On-line courses are solutions for busy students that cannot participate at
fixed locations and timeline. However, the lack of interaction may harm the understanding of
the courses™ content.

The main tasks are: the teaching process for students and researchers; the life long training of
the teachers for updating their knowledge; and the cooperation with the business environment
for gaining visibility in the community.

Another important issue is related to research: all universities are focused on innovation;
therefore they enrol researchers and develop doctoral stages for discovering new products or
materials that will be delivered in the business market. The results of research may be
quantified in number of articles, citations, doctoral thesis, patents, or other intellectual

property.
2.1.3 Outbound logistics

The outputs of the teaching process may be divided in three groups: the graduates who will be
prepared for the workforce market; the researchers who may continue with doctoral studies,
or enrol in research institutions; and teachers who will be able to spread the knowledge
around the community and all over the world. The target group’s message is also a way to
promote the university or, contrary, to discourage future candidates to apply, if they don't feel
the added value.

The outputs of this activity may be: number of graduates, number of articles published in high
impact volumes, number of patents, number of students and teachers mobility, employability
rate, and others.

2.1.4 Marketing and sales

The three parties that are contributing to the educational process should be gathered at the
same table, and share information and findings. All can benefit from this initiative: students
may be trained more effective and learn from others; teachers may update their curricula
based on the business market's interests in KSAs; and companies may use the results of
studies and research in their specific area. Thus, new ideas and best practices may be spread
around the business and academic community.

Online courses are another way to promote the university. They are widely accessed in the
academic and business environment. Only in 2018, 20 million people enrolled in MOOCs
(Massive Online Open Courses). The most accessed providers are: Coursera (37 million), edX
(18 million), XuetangX (14 million), and Udacity (10 million)?’.

2.1.5 Service

In case of universities, it refers to post-education services. Even if universities are knowledge
providers, their visibility in the business environment is a key factor for attracting future
students, teachers, and researchers.

The R&D activity may bring products or services for the global environment. The companies
may pay for the inventions, patterns or other intellectual property, which may be a major

2 MOOCs, 2018
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source of financing future projects. Moreover, this may be a successful way to attract pay-fee
students.

2.2. Supporting activities

These activities are performed by people from university’s departments and help the
fulfilment of primary activities.

2.2.1. University's infrastructure

Universities have to act global. Their achievements should be recognized internationally.
Erasmus programs allow the mobility of people (students, teachers, researchers) who are the
main messengers of the academic results.

One of the most important parts of the university's infrastructure is the research and
development department. The work of researchers results in scientific articles, inventions,
patents, new materials and products.

Another important issue is the students’ accommodation. The campus should provide
libraries, facilities, modern technologies and gadgets, cleaning services, and others.

2.2.2. Human resources management

People are the most important asset of an organization. Their performances have an impact on
the prestige, in a good or bad way. Therefore, teachers and administrative stuff have to be
selected on proper criteria, trained and rewarded based on results, because otherwise they will
leave the organization in search for equity. These are the HR responsibilities.

2.2.3. Technology development

The technologies refer to equipment and softs that support the R&D activity (research
laboratories, and computer softs used to organize, perform and coordinate the activities of all
the departments. Communication is essential in the organizational structure, both horizontally
and vertically.

2.2.4. Procurement

All the inputs have to be purchased from external suppliers. The products/services provided
should meet the university’s goals: modern teaching methods, equipment for research
laboratories, computer-based information systems, or efficient cooperation between
departments.

The outputs of the strategically analyse of the value chain in the particular case of
universities should be: updated information (provided by teachers and researchers),
innovation (articles, citations, patents), and visibility (brand teachers, researchers and
graduates). These results may represent base for recruitment, funds from business
environment, and the development of the community.

3. Conclusion

Universities are service providers in an international changing environment. The main
activities concern the delivery of courses and applications, and the practical results of
research, that may be used by companies to improve their economic outputs, enabling the
development of the community.
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The competences of the higher education graduates should be evaluated global, since they
may apply for jobs internationally. This is a permanent concern of policy makers which aim
to design a framework regarding the needed skills of students for a competitive workforce
market. The European Commission (2010) set an “Agenda for New Skills and Jobs” which
allow universities and companies to access funds to develop skills based on future jobs,
mainly those dealing with robotization, or Artificial Intelligence.

Porter's approach on organizations is a resource-based one, where the main accent is
pointed on availability of resources and core competences: they have to be identified, and then
the company will develop strategies to use them and deliver that products/services that add
the most value to customers, in order to gain competitive advantage.

There are argues on the utility of Porter's value chain in higher education, since it was
designed mainly for manufacturing. However, the principle is the same: the net value is
created if the difference between the benefits and costs is positive (Customer delivered value),
in this case the business market.

Based on the analyse of the value chain, the activities that capture the most added value
from customers are: recruitment of students, researchers and teachers (inbound logistics), the
content and utility of knowledge delivered connected with the results of the research and
projects (operations), and the constant connection with the external environment (post
education).

These primary activities should be supported by the top management of the universities
with actions focused on international relationships, the modern technologies that allow the
users (students, teachers and researchers) to access and filter the data in a professional way,
and the accommodations provided to students.

By applying the value chain model in the higher education system, the top management
will be able to develop strategies that will allow the universities to gain competitive advantage
on long term.

However, the universities should consider digitalization as one of their strong enemies?®,
because E-learning is getting more and more attention. It’s hard to compete with long distance
methods of teaching, unless they will find ways to attract face to face participation, by
delivering information and connect them to practice.
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