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On June [1, 2003, Mr. Asad Zaidi, Propgram Director of Thames Business .Q-cln)n.l,
Islamabad, Pakistan (herealter celerred o ay Thames), reeetved a call from one ol his
dircetors. The director sounded pretty unhappy with the tinancial outlook of ‘Thames. e
was referring: to the material that was sent to him prior to the semi-annual board mecting
scheduled for June 15, 2003.

I hope you folks have a twrnaround .vnéalegy in place for the meeting.
However, for that )':'}_)z}r Jirst need to explain what has gone wrong so far.
We are all friends Asad! But SJrankly, we are getting tired of hearing you
plead for a little more time each meeting,

PROSERVE EDUCATION (PV'L) LIMITED
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Proserve Education (Pvt) Limited was established as a for -prolit ¢nterprise in 1999 to

. . . & C o Ny 15 TR
serve the educational needs of the twin cities of Rawalpindi and™IsTamabad Mr, Zaidi
m

was the primary sponsor and one of the Tounding dircctors of This company. All four
dircctors  had been involved with education  and/or management training for a
considerable number of years. A couple of them had launched a sccondary school (up to
class 12) with the name of Head Start in Islamabad almost o decade ag0. To cater to the

needs of undergraduate studies the directors decided 6-opt

e et
directors _de for a franchise Trom
Mmformatics Holdings Limited, Singapore.

nformatics was a global education and training provider based in Singapore with a
presence in over 33 countrics. In 1986, Informatics established Thames Business School
in Singapore to act as a center 5 [75(‘561IEiYéb_iﬁ_ﬁiglﬁr‘cdﬁﬁﬂa]_ﬁwg MM
and information technology. The modular BBA and BBIngfa\mj were designed in BBA :
c(mmﬁsilics in lhc‘UK, USA, Australia, New Zealand and Canada (sce .
Exhibit | for the list of partner unjversitcs and with the world"s Targest and most

reputable cxamination body, the University of Cambridge Local Examinations Syndicate

(UCLES). Specifically, the syllabi and programs were crafted in consultation with these
international education partners and were validated by them. This international validation

coupled with the global

d with acceptance of UCLES examination system ensured international
recognition for Thames management

programs. In addition, students could casily transfer
amongst collaborating universitjcs.
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Having successfully cstablished the opcrgtions and credibjlity of the pl’()ér"\\\\
Informatics offered franchiscs for Thames to interested institutions all over the world. By
2003, Thames was cstablished in several countrics ncluding China, Hong Kong, India, o
Indonesia, Malaysia, New Zealand, Philippines and South /\m"‘lff’cﬂéﬁéaﬁfé”mﬁé : ‘
ountry i which Thames programs werc conducted, the core syllabus and the
cxamination system, as well as the necessary quality standards remained unchanged.
However, cach Thames center could implement value-added components in order to caler
to local governmental and industry requirements. ™~ e
e —— et s it
Proscrve purchased the Thames master franchise in 1999 £ istan paying, according
to Mr. Zaidi, a substantial upfront fee. The tenure of the franchisc was f'ox;_l()_)llc,a_r&;,and
Proscrve was o pay additional 5% of the pross revenuc as_anpual franchisc payments.
The directors dccidcdms—tmhc first C‘fﬂf;?—i?f/l;l\:{;mb;iﬁncc the Islamabad
Centre had proven its viability the company planncd to cither establish more ccnters
themselves or sell sub-franchises to institutions in other citics of Pakistan.

Mr. Zaidi beccame the Program Director of Thames, Islamabad. Hc was an IT and
business development professional with approximately 22 ycars of expericnce in
technical, sales and scnior managecment positions in Pakistan, and in the Far East. He had
operated as Generdl Manager, Southeast Asia for Fujitsw/ICL and General Manager,
International Business Decvelopment, Sapura Telccom; a Malaysian 1T/telccom

conglomerate. While in Malaysia, Mr. Zaidi had an cxtensive opportunity to observe the
working of successiul Thames franchises in Kuala Lumpur and Singapore. 7
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CONSUMER BEHAVIOR

Pakistan with onc of the higher population growth rates (approximately 2.4% per annum

in late ninctics) in the world nceded many new institutions at all primary, sccondary and

tertiary levels of cducation. Since Pakistan was also spending less than 4% of GDP on

cducation, cach yecar the gap between the supply and demand for education was

incrcasing crcating many difficulties for the citizens. According to Government

statistics, the cilies of Rawalpindi/Islamabad alone had about 372,000 houscholds with an

average of 3 school/college going children per household. T Al e R e,
MN-—-—-—

The market for higher cducation and training could be divided into three distinct
undergraduate _degree programs, graduate degree programs and short
rograms.

scgments, 1.,
duration management development

~ Undergraduate Degree Programs

Young students completing either their FA/FSc' or A-level studies were the primary

market for the undergraduate degrec programs. While . Zaidi did not hav:: ac%ces; :1(()1
any formal research on smde‘n,t’gi_gcision making with respect (;0 12 ftfh? ugax;ﬁ%m
e : - coflt 1S acqua ;

Some jdeas based on Tis own expericnces and those 0 the children o q
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It seemed that the students and their parents:jointly made the decision of firstisclecting
the type of the depree to be pursucd and only Tater the institution to join, Typically, the
brighter students scoring high marks would opt lor a professional degree such as MBBS
(bachelor of medicine), BDS (bachelor of dentistry) or BSc¢ Fngincering in a government
ttion, ‘These institutions were prelerred as they were reputed not
only to provide high quality education but also charged fairly low tuition fees. Mowever,
i scemed that (he selection of These depree programs was primarily driven by the good
job prospects that they offered. As the number of scals available in the government-run
professional institutions was limited, many other students, cspecially those not scoring
high marks, had to choose amongst more expensive private institutions offering similar
new degree programs such as BBA, BIT and BSc _
Computer Scicnee wc127@)_117661'1iﬁlrg]_ni]mI;il""\'(/illTs'[decnth"ﬂS’ﬂﬁEﬁ'_ma demand was
increasing. All of the pro undergraduate degree programs werc of 3 {o5 ycars

—-—"-—
duration.

run cducational instit

professional degrees. In the late 90s,

The students, who could not get into any of the alore-mentioned programs, either because

of poor academic scores or lack of capacity to pay, WWMM
(three years duration program) in technical colleges or go for a genera ized BA/BSc
dégrec (two years duration program) in subjecls ol RilTlmfGﬁmm
cfs of Studen(s pursuing non-professional undergradume degrees were not believed

to be very good by the Pakistani market. E

As far as the sclection of a specilic institution was concerned, both for parents and
students the location of the institution, the tuition fees charped and the reputation of the

institution were important considerations. For undergraduate studies parents were fairl
reluctant to send their children, especially girls, to other cities unless the reputation of the

school was Wwell established Was AV of safc and inexpensive
;mWWth
to relatively affluent families, could always succeed in persuading their parents to allow
them to join an undergraduate program overseas. The brighter amongst these students
would typically obtain scholarships and join the highly acclaiw,
"UT Austin, U Penn, OxTord, LST, clc. TTic test ol these students would join relatively
[csser known foreign mstitutions m the UK, USA and Australia- as full fee paying
candidates. :

" Tuition fee was a very important consideration for most parents. The fees of government
run institutions were in the range that middle class Pakistanis could afford. (Sce Exhibit 2
for a profile of socio-cconomic classification of urban Pakistan.) Tuition fees of private
sector or semi-government autonomous scctor institutions were-gencrally stecp for most

T ~
middle class famities. However, at times paren acrilice ofher thingsto providc
Tecent education to their children. For most middle- and upper-middle class families

education was the only route to upward mobility.

The reputation of various institutions was also deemed important as for many students the

ultimate goal of a degree was to get a job. Pakistani corporate sector was known to prefer

praduates from reputable Pakistani institutions over those [rom relatively lesser known

foreign academic institutions or local private institutions of poor repute. Because of the
mushroom growth of private sector educational institutions in Pakistan there were many
apprehensions amongst parents and the government about their capabilities to deliver on
their advertised promise. Many private institutions| had announced collaborations with all
kinds of (some fairly dubious) international universities to attract students. However,
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most had not delivercd on these collaborations. Con;cqucn;lf, d“m IAA:W_. Fducay;, i
: 1 32 CCS O =o — e |
Commission (I1EC) of Pakistan had refused to recognize [he :f S Of Some 3
institutions. This not only wasted precious LIME and money of studenis enroiled here, b
aTso disqualified them for any government job.

e o 3 - o TR = ‘
undergraduate cducation in the Rawalpindi/Islamabad  arc
bel

ca. Howcver, few students also belonged 1o
zad Kashmir, ctc. The Intcrmediatc Boards of

1

Students  pursuing
predominantly were residents of the ar

surrounding regions of Murce, Rawat, A 3 '
Islamabad and Rawalpindi were the main examining authorities of the region. 1
percentage of students clearing these examinations was typically 54 % for the Is'aamaoa.
Board and 45 % for the Rawalpindi Board. The number of students who paslsed in recen
ycars is provided in Exhibits 3 and 4. In addition to these students, somc privalc schools
offered ‘O’ and ‘A’ level studies where students from the more affluent class of

Pakistanis studied. Mr. Zaidi believed that students coming through this route were not
/—“\_____—___P_’_—/

more than 5% of the total.
—

Graduate Degree Programs

Not all students completing their Bachelors dcgree pursued a Masters degree. According
lo onc government estimalte, only about 35 % of under-graduate students pursued higher
cducation in the rcgion. However, of those who did pursuec a Masters a large majority
continued their cducation in the same institution. Typically the students would not take
any break between the two degrees. For most of the students, subjects studied at the
undergraduate level determined the subjects they could take for Masters. However, many
private scctor institutions allowed students from a variety of academic backgrounds to
pursuc Maslers, cspecially in business or information lechnology. Tuition fees, reputation
of the institution, job prospects, elc., were some of the criteria that students and/or parents
uscd in the sclection of the institutions The IT boom of latc 90s had moant that many
students were opting for Masters in IT or MBA with IT concentration,

Masters programs, especially MBA, also attracted a segment of people who were already
working full time. While in Pakistan the socio-cconomic forces meant that most students
could not Icave their jobs for studics, there were always a few who wanted to improve
their academic qualifications in the hope for better job prospects. For these people the
reputation _:_l-rﬂ_[g_c_c?g_n_lil_o-g of.lh_c‘:'dcgrcc_:ﬁ_(cspccia'lly by their own érganizations), cosis
involved and location of the institution became important considerations. Many times
these students preferred to enroll in a part-time or evening program. In this case they
could continue to keep their jobs while improving their skills, For these students the

amount of w that an institution required also became an important consideration
g

in their decision.

Management Develbpmcnt Prbgrams

The customers for short duration executive development programs came primarily from
the local corporate, NGO and government sector employees. Islamabad, being the capital
of Pakistan, had headquarters of various international agencies as well. Employees from
these organizations sometimes paid for the programs themselves-in order to improve their
skills and knowledge. At other times, organizations paid for these courses. Sometimes
organizations asked service providers to spccifically design a course for their employces.
In all of these cases the human resource or personnel departments of these organizations
played an important rolc in determining the demand and nature of these courses. Most of



FllL.M,- programs were - the arca of management, The compelency and (r: 'l- —
fruning, pll*n‘vu\v,r.';, posttive word o mouth and COSIS were some l)'/ I‘ Y e i it
these decisions. Location ol the program w al Sifice Wit a1

Scm‘hng many .ol. its employees for training, Depending on the numbers of employees to
be sent [or training and their designations, organizations were known to lrlvc]sc:)\lt lll
managers to Lahore, Karachi and even ovcrscn:;. el o

. siderations in
as only important when a-company was

COMPETITION i |

l:tn‘?‘:‘tfu nlu;dt%;lg'lmu‘s ;tl‘l hi%'{lcl' cducation institutions I)ulnn;.',ul to (he p.ul)lic seetor in
akistan. During the next decade, however, the government did not establish schools and
xl':';l‘il.:lgf':; n'\ nu'mhcn:;. ||’fil| .('U!l‘(l {ncc! lllC.C—VL'l‘ lising.«lcnmml l'()l"lliglu.'l‘ gducation,

akistan had had one of the highest population growths in the world for many ycars and
the number of young adults was rising cach year, Consequéntly, many private scetor
cu}lcgcs and universities were established to cater to this unmet demand. A few-of these
private -institulions were established by philanthropists as not-for-prolit institutions
IWUVMinﬁ“ﬁﬁih—qﬁ:ﬂiry_ cducation at affordable prices. On the other hand,
many more ol these private enterprises were scl up as for-prolil entities. The quality of
education imparted in some of these institutions was known to have heen compromised.
According to informal data collected by Mr.. Zaidi, in Rawalpindi/Islamabad alone there
were almost 15 institufions ofTering proprams i husimess and another TT0 mstitutions
ollcing  progiuns i madichl, engmearnig, accountg, 1T, cducation, hne  uarts,
humanities and other social science areas (see Exhibit 5).

Most institutions olTering business degrees offered a full range ol programs such as BBA,
BBA (1lons), BBIT, MBA, Exccutive MBA, Lvening MBA, cte. The curriculum designs
of most of these programs were [airly similar and most relicd heavily on parl-time
Wgw,lc@pg_thg same course in three Lo four _t_liﬂic_r_;jiinsﬂfﬁ(fcns cach
semester_on_account ol severe shortape ol _highly gualificd tcachers “in_busincss _or |
information _technology. Tnstitutions with higher reputation were far more rigorous both
in their student intakes and performance requircments.

The quality of programs offered, and the conscquent reputation of the cducational
mstitutions, varied widely. For many years Quaid-¢-Azam University’s MBA program
was the highest reputed in the arca, being the oldest and for quite some time the only
AMBA program in the rcgion. Quaid-c-Azam University however, did not offer any
undergraduate programs. In rccent years, both graduate and undergraduate programs of
NUST (a group of colleges managed by. Pakistan Military), International Islamic
[Iniversity (an institution sponsored by the Organization of Islamic Countries) and Bahria
University (a project of Pakistan Navy’s Foundation) had gained prominence and a
reputation of good quality. All of these institutions belonged either directly to the
government or Lo semi-government aulonomous organizations indirectly and partially
financed by the government. Because of the government backing all of these institutions
were either already housed in impressive, purpose built buildings or were planning to
move into one. Similarly, degrees of all of these institutions were recognized by HEC
right from their establishment.

According to Mr, Zaidi, the second tier of business schools in the Rawalpindi/Islamabad
repion included Hamdard (a sub-campus of Hamdard University, Karachi), M. A. Jinnah

University (a project of Punjab group of Colleges which was fairly successtul in Lahore)
and Iqra (a sub-campus of Iqra University, Karachi). All of these institutioniycrc in the
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offer the bl <oeql 4 A major impediment 10 this regard. Mr. Zaidl 1l two
qualificd P reasonable quality ol education in

, OMEATS and Preston were olfer asona o
ather schonls, CONMSA ese tier two and tier three institutions were housed 1n big

al buildings.

private seclor ant

i ol e
the third tier. Most ol
residential or commercd

there were many others offcring a }wd'c range of
This mushroom growth of varying quality institutions,
had crcated bad press in the country.
lidate the quality of all institutions.
institutions mentioned in

[n addition 1o these institutions,
Bachelors and Masters Programs. .
which were charging fairly high prices,
Consequently, the HEC had initiated a program to va
By 2003, the HEC had validated the degrees of all of the
Exhibits 6 and 7. .

Outside of Rawalpindislamabad there were a number of reputable business schools
which continued to attract the brighter students of the region. Amongst them were
Institute of Business Administration (IBA) in Karachi and Lahore. Both were gover{xment
run institutions offering high quality education at very reasonable costs, priced similar to
the' Quaid-c-Azam University's program. IBA Karachi was the oldest business school in
Pakistan and its MBA degree was perceived by some as having the best quality, IBA
Karachi also offered a BBA program while IBA Lahore only offered an MBA. In
addition to thcse government run institutions, the Lahore University of Management
Sciences (ILUMS), a government chartered, non-profit, private sector organization, had
created a strong name for itself for providing a high quality MBA program. Amongst its
key distinctions were case method of tcaching and a core group of highly qualified
(mostly PhDs - from good institutions abroad) and trained faculty. LUMS MBA was,
however, thc most expensive program, costing about Rs. 425,000.

Many forcign universitics. especially those from Australia and the UK, had also become
very aggressive in markcting their programs in Pakislan since the carly 2000. In addition
to frequent newspaper ads, their representatives in Pakistan were conducting many
presentations in various hotels to inform interested students about the quality and
international rcputation of these programs. Some also offered a few scholarships but most
were intercsted in {uil fec paying students from Pakistan. While all of these programs
were cvery expensive for an average Pakistani student, studying abroad was seen by
somc as onc roulc to cventuaily settling abroad and pursuing a more prosperous life.

The competition for short duration executive development programs was not very
intense. In Islamabad. only a fcw non-governmental organizations, such as Sustainable
Dcvclop:ﬁr}’olicy Institutc (SDPI) and Lead Pakistan, offered executive education
programs on an occasional basis. Their focus was primarily in the arcas of fundraising,
proposal writing and environment. Sometimes they would offer programs like Elfcctive
Communication or Management Grid. Of late NUST had started offering executive
cducation programs especially in the arca of Total Quality Control. Prices of these
programs varicd but gencrally were in the range of Rs. 5,000 to Rs. 8,000 per day. For a
customized program somctimes institutions would charge even Rs. 50,000 a day. In
addition to the local service providers, most competition in the executive training area
came from LUMS which offered a broad range of open enrolment and customized
management training programs in Lahore, LUMS’ programs had very good reputation in
the market; however, they were also sgen as pretty expensive, i.c., a three-day open
enrolment program costing Rs. 29,000 or more. Pakistan Institute of Management (PIM)
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“);; eim ! “”;”l“'“”“ group ol companics (sce xhibit 12). 11
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ilped increinforeing the quality image of Thames, In 2003, T al such collaboration:
for the recogniti | UG 02000, T
| ognition of its programs.
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ames also applied to HEC

PLANNING FOR THE FUTURE

In May 2003, Mr. Zaidi called 1 meeti
‘mfﬁ,wg meeting of his sentor team to start the planning process

¢ Nex car ar e T T _ _ . )i Ll .
piad ); at ll[ld (mw‘ugl.\. Ihe meeting started with o situation analysis and the
asons  lor less : sxnecle Sakis : LT 5
“ el R ‘llll'l L.‘(]’)L‘.le.,(t cnrolment. Various team members had  different
xplanations and solutions. The Center Manager felt that Thames had not advertised jtis 7,

: : : - SRS SRa A
programs _cnough (see Bxhibit 13) compared to what the compehitors did. e also 0@4
suggested that the fe ere s hieh si - - et
sugg g fees were on the high side and the scholarship program of Thames (sec
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Exhibit 14) needed to be betier known. Fe suggested that given the predomimintly fixed
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nﬁlurc ol costs m academic msttulipns, & more agpressive marketing strafcgy was nceded
tu Increase stu opulation, Te shared the ILIW

academic year (see Exhibit 15),
s R :

The Dean suggested that Thames should focus on the corporate sector with its MBA and ?",&A
execulive programs as the corporate sector had better ability to appreciate the high
(Ws and Detier capacity fo pay. He felt that improved credlﬂzm &
corporate sector will in (umn assist the recruitment for the undergraduate programs, 10 £
Training Coordinator of Exccutive Training agreed enthusiastically as he felt that the
opporfunities in short term executive programs were \MMmense. Mr. Zaid! suggested that

Iic had no problems with cxecutive training bur e toutd not overlook his fl:
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program,

The Finance Manager brought an allogether different point of view. le felt that the
students could only appreciate  the good quality of Thames facully members an
programs once they enrolled. Unfortunately, they were not applying in cnough numbers p
in the first place. He maintained that Islamabad was a poor location choice for Thames as b
the competition for higher education students was the highest in Islamabad comparcd to | A
iny other city of Pakistan. TTo felt that Thames should immediately pursuc some o 1A¢ '
' . . ? o o TS . T PO
sub-franchise queries that he had received trom other cities dunng the ycar.

K 4

wever, Mr. Zaidi knew that the sponsors
rmance. At the same time he strongly
d aggressive marketing they could

The meeting ended with no clear conclusions. Ho
of Thames were getting impatient with 1ts perfo
belicved that with determination, better planning an
make Thames sustainable,



