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EDUCATION AND CURRENT GLOBAL ECONOMIC CHALLENGES

Clearly we live in a rapidly and continuously changing global economic environment.  The world has become more and more integrated and the economies in it have become more interdependent. The well-known chaos theory, according to which the flap of a butterfly’s wings in one place can cause a tornado in another place on the other side of the world, describes perfectly what has been called globalization. Globalization widens peoples’ horizons, and provides broader and easier access to knowledge and the products of science and technology. But, it also changes the environment in which businesses operate and compete. Today’s globalized business environment is characterized by decreasing transportation and communication costs, new political structures and economic alliances – EU, NAFTA and ASEAN to name a few – and rapidly intensifying competition. We are moving gradually to a post-industrial, knowledge-based economy, where production shifts from material and labor intensive to knowledge intensive products, where wealth creation is more dependent on knowledge creation and application and where human capital becomes more and more important relative to physical and financial capital. 

Increased globalization results in greater competition for multinational corporations (MNC), which causes profound changes in their operations.  Firms are trying to gain competitive advantage by being flexible, nimble, quick, and customer focused by offering high quality products at a competitive price. And all these at the lowest possible costs. This has forced them to adjust their manufacturing process and organize it as a global value chain. It is so common today to see the design of a product to take place in one continent, the raw materials for its production to be sourced from another and its final assembly to be completed in a third one.

Innovation, however, remains a crucial determinant of comparative advantage.  Increasing demand for constant innovation due to fast changes in technology and consumer tastes presents a challenge for the MNC: to innovate at the lowest possible cost. Facing this challenge, the focus across all business sectors has turned to intellectual capital. Skills and human resources have become even more essential and corporations are asked to search for the highest quality of human capital globally. The use of “24-hour teams” for design and research from Asia, Europe and America as well as outsourcing has reduced the time and the cost to invent, produce and launch a product. 

This transition to a global knowledge economy and cross-country production has a major impact on the organization of work and the structure of the labor markets. The days where a MNC would invent, design and test a product in a developed, skilled labor abundant economy and then produce it in a low-skill and cheap labor abundant country are behind us. Developing countries like India and China are investing heavily on education to raise the quality of their workforce so that they will conduct research, innovate and produce their own hi-tech products. As a result, the supply of low cost, high-skilled labor has increased. This, along with the tremendous advances in communications technology, has resulted in a global knowledge arbitrage by MNCs. Outsourcing is just one form of it. 

The profile of the employee demanded today has changed. Firms need high skill, “flexible” workers, able to work across the borders, not only by physically moving but also “electronically migrating”, able to work in teams with members of different educational backgrounds, cultures and origins. In this knowledge-driven global business environment, where changes are so rapid, workers must update their skills constantly. Firms need employees at every level of the organization who are willing and able to further their abilities through education.

All these, in turn, present several challenges for Higher Education (HE) institutions in the 21st century. It would take a long list and a lot of time to analyze and discuss them. I will briefly focus on the need for HE institutions to respond to the following three:

a. Increasing demand for good quality, internationally oriented, business education.

Knowledge can be created, absorbed and applied only by well educated people. Colleges and Universities must make sure that they offer the skills necessary for functioning in today’s knowledge-driven global business environment. Students must acquire basic skills such as computation, writing and the ability to update these skills continuously. They must also acquire the necessary advanced skills. Among other things, they must learn to manage information, to think critically, to solve complicated problems, to work in teams, to handle crises, to negotiate and to resolve conflicts. To enhance a global mindset, colleges and universities must adjust their curriculum and aim to attract more international students by forming alliances with foreign institutions and by recruiting in other countries. More and more institutional alliances, such as the Columbia – LSE joint MBA – are developing, giving the chance to students to study in more than one country.
b. Increasing need for professional and continuing education

Firms can no longer rely only on new graduates or new labor market entrants as a primary source of new skills and knowledge. They need workers who are willing and able to continuously update their skills. More and more HE institutions as well as private providers are responding and serving the need for professional and continuing education. Of course, technological advancements are constantly changing the way this service is provided and institutions need to adjust. Lifelong learning through online classes has been offered for many years. Which brings us to the third challenge for HE.

c. Rapid technological advancements

Advancements in technology have vastly increased not only our capacity to know and do things but also our ability to collaborate and communicate with others. All aspects of the education model – teaching, scholarship, management of information and distance learning – have been affected. Technology has changed the way we teach and do research. It has changed the entire learning environment and the way education is offered. With powerful computers and networks today, institutions can deliver education services to anyone, anywhere, anytime. Online libraries and virtual universities were unthinkable just a few years ago. The challenge is for colleges and universities to develop appropriate strategies, make adequate investments in new technology, and search for new markets and possibilities. This way they will always be ready to provide students with the up-to-date skills needed in a global, knowledge-based, economy in a cost effective and convenient way. 

We at the American College of Greece have responded to the above challenges. By being international in origin and offering high quality business and liberal arts education, based on the American tradition, we are able to attract students from many countries. We are currently exploring potential alliances with high quality institutions and recruiting students from Europe and the US. Our undergraduate, graduate and professional & continuing education curricula are continuously updated to address the challenges presented in the globalized business environment. Having access to the most current academic programming, and the latest technologies, our students acquire the necessary skills and develop the “global mind” that will enable them to achieve greater success in today’s knowledge driven economy.  
Thank you very much.
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