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B cmamve npeonpunsama nonvimxka npumeHumv paod mMpaOUYUOHHLIX MAPKEMUH2O6bIX UH-
CMPYMEHMO8 aHAIU3a K UCCIe008AHUI0 PbIHKA NIAMHbLIX 00pa308amenvublx yciye 6 cgepe
gbicuieco npogeccuonarvrozo obpasosanus Poccuu. Obocnosvisaemces yenrecoobpasnocms
UCNONb308AHUA 3ANAOHBIX KOHYENYull 6 usyueHuu cpedosulx pakmopos OeameibHOCMU 8Y3d
C Yenblo NoGbleNUsl e20 KOHKYPEeHMOCnOCOOHOCMU U Npedaazalomes pekomMeHoayuy no on-
mumusayuyu pabomsl 06pa306amMenbHO20 YUPEIHCOCHU.

Knioueswie cnoga: ananumuyeckue uHCmpymeHmsl 8 IKOHOMUKE, MAPKEMUH208As OpUeHm d-
yus, evicuiee obpasosanue, NiAmMHble 00pA306amMenbHblE YCAY2U, IKOHOMUUECKAS MPaHC-

dopmayus.

In the modern world economy is viewed as a system based to a
large extent on the exchange of intellectual property, on mastering
professional skills and investing in human resources. This makes con-
temporary education an integral part of economic system, which is to
be taken into consideration in Russia where the process of transfor-
mation of industrial economy into post-industrial, informational
sphere of human activity, is going along its transition to the market.
Introducing paid educational services (not supported by the federal
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budget) into the system of higher education was but another sign of
these transformations, and exploring this phenomenon seems crucial
for those educational organisations that strive to survive in this market
space.

This paper attempts to apply basic analytical tools for exploring
business environment in the sphere of paid educational services sector
in Russian economy, with the focus on higher education. This is a
relatively new service in the country's market, and it seems essential
to monitor the factors that influence its development. Concepts of
marketing orientation and the necessity of marketing research ap-
peared but recently in the transition economies of post-Soviet coun-
tries and of Russia in particular. In the 1990-s Russian business activi-
ty was mostly of an unregulated, spontaneous character. The recogni-
tion in the last decade of the importance that marketing has in the
modern Russian economy led to an increase in the application of ana-
lytical tools for exploring a marketing environment. Thereby the main
objectives will include to explore the theoretical framework of the
subject and to apply it to researching organisational macro- and mi-
croenvironment.

In the course of this research, various data sources were looked
into and different layers of information were studied:

e marketing environment (Oldroyd, 2002; Worthington and Brit-
ton, 2006);

e current situation in Russia (OECD, 2013);

e marketing orientation (Caruana et al., 1999; Van Egeren and
O'Connor, 1998);

e services sector (Lovelock and Wirtz, 2004; Zeithaml and Bit-
ner, 1996);

e educational services in Russia (Galaida, 2008).

Most authors speak about the necessity of environmental investi-
gation, though cite different components of PEST(LE) (e.g. environ-
mental factors are termed ethical in Worthington and Britton's (2006)
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interpretation). Another criticism is that some core textbooks leave
behind additional components of the marketing mix for services (e.g.
Armstrong and Kotler, 2003). There is also much controversy in de-
picting the current situation in Russia. While some authors view it op-
timistically, as a growing economy with favourable conditions for de-
velopment (Galaida, 2008), others ascribe its success mainly to reli-
ance on natural resources (OECD, 2013). So, there is no lack of data
and theoretical landmarks, but they have to be viewed critically for
further application.

The market orientation concept in providing educational service

"In short, the essence of marketing is that it should begin with
the customer, not the organisation” (Alvarez et al., 2002). The same
holds true for the service sector, in higher education in particular.
What is of primary importance here is the set of skills that students
wish to apply, rather than the possibilities of a university in offering
this or that course of education. Gathering information concerning
customers’ needs is a crucial step in defining organisational strategy in
higher education. Jaworski and Kohli (1993) define a market orientat-
ed service business as generating intelligence concerning customer's
current and future needs, disseminating this information within the or-
ganisation and responding to it. Javalgi et al. (2005) also stress the
value of marketing orientation that focuses a company on the continu-
ous collection of information about target customers' needs and com-
petitors' capabilities. Consideration of consumer preferences contrib-
utes to service quality and thereby leads to customers' satisfaction and
loyalty, ensuring profitability.

The marketing orientation concept is normally formulated in a
company's mission statement "in terms of satisfying basic customer
needs" (Armstrong and Kotler, 2003: p.48). It has to meet the criteria
set by the authors, viz. to be market oriented, realistic, environment-
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bound, motivating and based on distinctive competencies (quickness
and professionalism). Thus an educational establishment should take
into consideration this guidance to check whether it functions as a part
of an old higher education system, based on planned economy, or
looks forward to meeting the needs of prospective customers, viz. stu-
dents. It is a fact of economic life of the modern world that even not-
for-profit organisations depend on income from paid services, and
their profitability directly links to customer satisfaction and loyalty.

According to Reibstein, “in addition to sales and advertising,
marketing tasks now include setting product and brand policies, pric-
ing, packaging, distribution, marketing research, advertising, and per-
sonal selling” with effective integration of all these tasks focusing on
satisfying customer needs and profitability (1985: p.29). This leads us
close to the idea of marketing mix.

Marketing mix for the educational service

In the hierarchy of new service categories, paid education as a
developing service in Russia falls into the category of major process
innovations which "consists of using new processes to deliver existing
core products in new ways with additional benefits" (Lovelock and
Wirtz, 2004: p.116). Only ten years ago these benefits were not appar-
ent for the Russian education, with its government sponsored system
and barely emerging paid-basis alternative.

According to Armstrong and Koltler (2003), the marketing mix is
one of the factors that influence consumer's decision making, and it
must be taken into account in the marketing orientation perspective.
Getting education is a major life decision for most individuals. Thus
helping them to make this decision cannot be accomplished without a
marketing mix analysis for every organisation that provides paid edu-
cational services.

Reibstein defines marketing mix as “the appropriate combina-
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tion of the following four elements: product, price, place and promo-
tion” (1985: p. 13). Armstrong and Kotler also refer to marketing
mix as the “Four Ps”, but give a more sophisticated definition: it is
“the set of controllable, tactical marketing tools that the firm blends
to produce the response it wants in the target market” (2003: p.63).
However, Zeithaml and Bitner (1996) offer a more appropriate
scheme for service marketing mix that has been applied in this re-

search.

Figure 1. Exemplary marketing mix for a university

- Educational service or economically and socially significant category
that can be viewed as an activity of passing information form one person

Product (organisation) to another with the purpose of developing the personality,
mastering professional skills, sharing human experience, ideas and discov-
eries (Galaida, 2008);
Place - university campus; Internet;
- all sorts of public relations materials including news releases, newslet-
ters, backgrounders, etc.;
Promotion - a(_jvertisements in tr_le media;_ _
- billboards and mobile advertising;
- direct marketing
- other means of promotion;
Price - competitive (compared to other universities in the area and in the
sphere);
- teaching staff;
People - administrative staff;
- other employees;
- published materials (textbooks etc.)
- up-to-date hardware and software, wireless branch connection;
Physical evi- | - unified style of design (from internal design to business cards) and dress
dence code;
- regularly updated reports, contracts, other instruments;
- specific (made up in laboratory conditions, e.g. mock-up power stations);
- clearly defined algorithm of the teaching process;
- complex of measures to satisfy the needs of students (“what to do in
case...”);
Process

- low level of customer involvement in routine procedures.
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Exploring the company’s macroenvironment

The importance of understanding the external environment is
highlighted in every business textbook (e.g. Brassington and Pettitt,
2006; Worthington and Britton, 2006; Armstrong and Kotler, 2003). A
company that adopts a marketing orientation concept looks outward,
being a part of a bigger system, open to mutual influences through the
exchange of inputs and outputs. To react to environmental changes in
the immediate surroundings a company should be aware of them - that
is what PEST(LE) analysis is aimed at, and that is what this paper will
attempt to look at further, with regard to higher education.

Political and Legal Factors.

According to Oldroyd (2002), the political, and especially legal,
environment determines the level of freedom of economic activity. For
a higher educational establishment these constraining or pushing fac-
tors might be:

e immature democracy and unstable political situation in the
country;

e political party pluralism in the country;

¢ universal adult suffrage;

e contradictions between legal provisions and their implementation;

e unclear human rights.

Economic Factors.

These include a number of economic aspects related to organisa-
tional activity, for instance:

e developing economy in Russia;

e high investments into the country’s economy;

e rapid growth of small and medium enterprises in Russia,

e paying by cash as the preferred spending pattern;

e increasing buying capacity of the population (and thus possi-
bility to invest in one’s own education), but not high enough through-
out the whole of the country.
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Social, Cultural and Demographic Factors.

It can be argued that “sociocultural environment is of particular
concern to marketers as it has a direct effect on their understanding of
customers and what drives them. Not only does it address the demo-
graphic structure of markets, but it also looks at the way in which atti-
tudes and opinions are being formed and how they are evolving”
(Brassington and Pettitt, 2006: p.49). Oldroyd (2002) considers it a
starting point in understanding the origins of customer behaviour.
Moreover, this set of factors can be viewed as primarily important for
a university, with regard to the social role played by education.

The following factors can be mentioned as essential here:

e decrease of population on the country scale which influences
competition among universities (compared to death rate, data of Fed-
eral State Statistics Service Statistics, 2014);

e percentage of city dwellers (which influences the number of
students who would need accommodation);

e cultural patterns (studying in the home town v going away).

Technological Factors.

Modern economy is greatly influenced by technological factors,
and by innovation and improvement in particular. It can be argued that
"technology is a key driver of service innovation" as well (Lovelock
and Wirtz, 2004: p.7), where education is no exception.

The following can be listed here:

e possibility of distance learning via the Internet which is be-
coming a more and more popular source of information in Russia;

e global development of e-business, e-commerce and e-
marketing, which also holds true for Russia (and thus possibilities for
promoting educational services in the net);

e research and development of cost-saving innovations in educa-
tion (e.g. applying multimedia technologies for larger streams of
learners);
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e emergence of software especially designed for higher educa-
tion (e.g. knowledge testing programs).

Exploring the company’s competitive environment

Porter’s 5 Forces (Porter, 1980), a concept of the business guru
Michael Porter, are still widely used in marketing research as a means
of exploring the competitive environment and determining the compa-
ny's attractiveness. Further it is attempted to apply these instruments
of analysis to the activity of a higher educational establishment in
Russia.

e Bargaining power of suppliers here can be connected with de-
nied access to the source of teaching services; for instance, low sala-
ries in the sphere of higher education may be the leading factor of in-
stability of supply.

e Bargaining power of buyers (clients, customers, namely stu-
dents and potential students) is rather high due to severe competition
among universities in the country and abroad. The high level of buy-
er's profitability (compared to the country on the whole) may also con-
tribute to this force.

e Threat of new entry is not a substantial barrier in higher educa-
tion in Russia at the moment. The market is open for branches of fed-
eral universities, but governmental regulation (licensing, etc.) may
hamper the entry of other players.

e Threat of substitutes is balanced against buyer unwillingness to
risk and search for alternative options. Here it is an issue of ratings,
reputation, and quality of service compared with prices for the educa-
tion.

e Inter-rivalry is almost non-existent in case of monopolies in
certain areas (caused mainly by creating huge federal universities
across the country in the second decade of the twenty-first century),
but might be quite strong in the regional arena with a number of uni-
versities of similar profile (e.g. engineering or humanities).
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Exploring external and internal factors of the company’s devel-
opment

Oldroyd argues that the whole purpose of SWOT is to encourage
the company to be outward-looking, "to anticipate and understand im-
portant environmental developments and their impact on the business™
(2002: p.282). Both the internal and external parts of SWOT must be
looked into for a better definition of the company’s position in the
market space. Thus it is a summarising analytical tool applied after all
other intelligence is carried out. This exemplary matrix can be used
for any specific Russian university that strives to compete in the mar-
ketplace.

Strengths: Weaknesses:

- reputation of being one of the oldest and
most solid universities in the city;

- advanced IT base;

- highly qualified and regularly trained fac-
ulty;

- European experience of top management;

- alliances with other universities;

- published editions;

- campus located in the city centre;

- decision making depending solely on the
head of the university;

- low salaries of the teaching staff;

- scattered buildings of the campus;

- lack of federal budgeting;

Opportunities:

- alliances with enterprises;

- expanding the range of services (distant
learning);

- staff training abroad;

Threats:

- competitors who offer cheaper or higher
quality services, causing price damping
harmful for the company;

- young market economy and lack of well-
regulated business processes;

- lack of business experience of university
administration.

Implications for the future

The analysis undertaken shows that any establishment of higher
education in Russia can apply the analytical tools mentioned above to
be able to compete in the marketplace of paid educational services.
Exploring western experience makes it clear that despite its unique
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socially-oriented position the market of educational services can be
researched the same way as any other service-providing sphere.

Among the actions to be undertaken the first one is to ensure or-
ganisation’s marketing orientation and to formulate its mission accord-
ingly. Next step could be to consider all parts of the marketing mix
(for example, cooperating with banks for ensuring students’ loans as a
pricing option, using the Internet as a campus alternative, adequate
promotion and disseminating tailored messages to strategic audienc-
es). Carrying out PEST analysis to examine environmental trends that
might harm or promote the university (e.g. with an eye to using inter-
national standards for a university to be able to compete globally) and
applying the 5 Forces analysis to search for a competitive advantage
to be offered to students are both equally important. Finally, looking
for opportunities (e.g. alliances with businesses) and threats, as well
as monitoring one’s own strengths to harness and weaknesses to fight
might summarize the overall intelligence efforts of an educational es-
tablishment.

Thus it is essential to take into consideration every possible ana-
Iytical tool in order to decrease sensitivity to every change in the tur-
bulent environment by monitoring global economic trends, new laws
and modern technological tendencies and to react to these changes
faster than its competitors, thus being able to succeed in the market of
modern educational services in Russia. Together with this, university
executives should think critically and approach selectively these
methods and sources, taking into consideration Russian culture, men-
tality and conditions.

In sum, the main implication here for a higher educational insti-
tution is to place the student with his or her needs and wants in the
centre of its activity, with customer relationship management becom-
ing the key challenge for the university’s administration. To fulfil this
it is necessary to study global experience in educational service sector,
the latest marketing tools and techniques applied in well developed
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countries, such as carrying out customer satisfaction surveys to ana-
lyse the feedback, and to implement them into practice.
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