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STRETCHING CAMPUS BOUNDARIES

As institutions increasingly
embrace massive open online
courses, business officers must
make sense of how this innovation
can affect the bottom line.

By Nancy Mann Jackson

Just a couple of years ago, massive
open online courses—MOOCs—
burst upon the educational scene,
seemingly out of nowhere, to
capture the attention of campus
administrators, media outlets, and
students of all ages.

In relatively short order, more than 60 leading universities
signed contracts with Coursera, the largest provider of
MOOCs, and a dozen partnered with edX; a leading competitor.
Numerous other colleges and universities now offer MOOCs
or have joined partnerships to take advantage of them.

While schools far and wide have jumped on the MOOC
bandwagon in the name of academic experimentation
and democratization, there is little evidence yet that the
trend is making a positive difference in the business office.

As MOOCs become a widespread component of higher
education, college and university business officers must make
sense of how the courses, typically offered for free, could
affect the bottom line.

“There is a fear that if a university does not join the
MOOC movement now, it will be left behind,” says Ray
Schroeder, associate vice chancellor for online learning and
director of the Center for Online Learning, Research, and
Service at the University of Illinois-Springfield. “There is
some anticipation that a lucrative business model will evolve.
Anytime you have 30,000 to 50,000 or more customers, there
surely is money to be made.”
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As colleges and universities—and the
big-name MOOC providers—seek the
business model that will pay off for MOOCs,
much experimentation and lesson-learning
is happening along the way.

Making a MOOC

Before a MOOC can be offered to the
public, a university must create it—and
that can be a costly process. The average
cost for developing a MOOC ranges
from $50,000 to $100,000, Schroeder
says. Each university has a different
approach to funding. Some are simply
absorbing the costs associated with
MOOCs, offering stipends to faculty
who develop MOOCs, or relieving
instructors of some other obligations

to free up their time for MOOC develop-
ment. Others are seeking support from
foundations and donors, Schroeder
says; Harvard University is asking
alumni to volunteer their time to

help develop MOOCs.

Some institutions have been able to
cut development costs by utilizing existing
materials. For instance, the University of
Washington (UW) was one of the first
16 universities to join Coursera, but it has
been offering free online courses since
2002. Rather than starting from scratch,
UW reformatted some of its existing online
courses to meet Coursera’s criteria, bring-
ing the cost per MOOC down to about
$25,000, says David Szatmary, vice provost
for UW Educational Outreach.

Others have taken a less-expensive,
do-it-yourself approach. The College of
St. Scholastica (CSS), based in Duluth,
Minnesota, realized it had a “MOOCster”
on campus when popular anatomy
professor Gerald Cizadlo posted his audio
lectures on iTunes for student access, and
the files became consistently ranked in the
top 10 iTunes educational offerings, says
Patrick Flattery, vice president of finance.
“We decided to create our own low-budget
MOOC with our own superstar professor,”
he says. “Since the lectures were already
out there, the work we did to MOOC-ify
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it took about a month of labor, maybe
about $10,000.”

While Flattery admits the St. Scholastica
MOOC “isn’t something you would expect
from Coursera or edX,” it works. The first
offering drew 250 students by word of
mouth, and the current class has 2,500
students. The class is free, but students
who want to earn two credits can pay $250
to take a competency exam at the conclu-
sion of the course.

Options are growing for institutions
like St. Scholastica that want to create
their own MOOCs. “Coursera and edX
are composed mostly of institutions
among the top 100 R1 [research] universi-
ties in the United States and a few from
abroad,” Schroeder says. “The thousands
of other colleges and universities have
been left to their own devices to enter
into the MOOC movement.”

But two initiatives have broadened
opportunities for smaller institutions,
Schroeder adds. CourseSites is the
free, open online platform offered by
Blackboard, a popular learning manage-
ment system, that enables universities
to make existing courses available as
MOOCs. A second alternative platform,
Canvas, is available through Instructure,
another learning system. Canvas now has
33 MOOCs available, Schroeder says.

Benefits Accrue
A clear revenue stream may not yet be
evident with MOOCs, but that doesn't

READ AN
ONLINE EXTRA

Why might your institution
consider developing MOOCs
targeted to high school
students? Find out in
Business Officer Plus at
www.nacubo.org.

mean institutions aren’t realizing
benefits. Public relations and goodwill
are some of the most powerful results so
far. For example, only a small percentage
of St. Scholastica MOOC students have
opted to pay for the credit option, but
thousands of people are now familiar
with the college and its offerings.

“Having this course out there in front of
2,500 people who wouldn't normally think
of CSS has created more interest in our
programs,” Flattery says. “While interest
is hard to measure, we have had a spike in
inquiries, particularly in health informa-
tion sciences. [The MOOC] is not bringing
in a lot of revenue yet, but we recognize
the value that it brings to the college.”

MOOCs, especially those offered by
Coursera and other leading platforms,
have been widely popular among inter-
national students. This raises awareness
in the global arena of the universities
providing the MOOCs, says John Meerts,
vice president for finance and administra-
tion at Wesleyan University, Middletown,
Connecticut, which launched six MOOCs
with Coursera this year. “And if Wesleyan
expands its online offerings beyond
Coursera, the great reach of Coursera
will be a great advertisement for these
Wesleyan online offerings,” he says.

At Houston’s Rice University, where
a Python computer programming
MOOC offered via Coursera has been
highly ranked in a number of surveys,
“reputational” rewards have been
substantial, says Kathy Collins, vice
president for finance at Rice. Student
surveys have yielded many positive com-
ments, including one course participant
who said “he wished he'd been able to
learn from professors like that when he
was in college, and he will definitely tell
his daughter, 17 years from now, to apply
to Rice,” Collins says. “It was another
smart person who'd never heard of Rice,
and through the MOOG, he didn’t just
learn a new skill but came to know our
institution in a new way—a way that our
alums know Rice.”

www.nacubo.org




offer online courses ...

Flashback ...

In an October 2001 Business Officer article about whether to

“Web-based courses have existed for less than a decade. As a result,
the business officers at many institutions of higher education may not
fully understand the costs—whether tangible or perceived—of online
education. ... Decision makers within higher education institutions
often begin offering online courses without realizing the extent of their
start-up costs as well as ongoing expenses.”

12 Years Ago

Creating goodwill and positive PR has
been a primary goal for the University of
Miami’s Global Academy (UMGA), which
launched its first MOOC last November.
The three-week course—the first MOOC
created specifically for high school stu-
dents—focused on preparing students to
take the SAT subject matter test in biology.
After initially planning to cap the MOOC
at 200 participants, UMGA ended up with
almost 1,000.

“When we set out to deliver our live
MOOC in a STEM [science, technology,
engineering, and mathematics] subject
area, we purposely made it available
free of charge, despite an institutional
investment of human and technological
resources. We felt it was a worthwhile
investment for the good of students
across the country,” says Craig Wilson,
associate dean of the University of
Miami’s division of continuing and
international education. “We continued
on the STEM path for high schoolers with
a second live MOOC that helped prepare
them for the Advanced Placement calcu-
lus exam. The University of Miami wants
to give back to the community and to the
body of knowledge.”

Models With Potential

But at about $50,000 a pop, MOOCs are
expensive public relations efforts. And most
institutions involved in MOOCs expect to
benefit monetarily as well. How they will
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BRIAN M. MORGAN, assistant professor of integrated science
and technology, Marshall University, Huntington, West Virginia

get there is the question; different MOOC
platforms have different models for making
money. Udacity, for instance, is pursuing
amodel that connects the top 5 percent of
its students with employers, for a standard
personnel recruiting fee, Schroeder says.
Among Coursera’s monetization strategies
is the plan to charge for certification exams
upon completion of a MOOC.

Additionally, “there is a significant
potential to sell advertising space within the
classroom, such as Google does on the right
column of its search engine,” Schroeder
says. “Other business models include
disaggregating content and selling it to com-
munity colleges and others as content to
include in their general education classes.”

At Rice, leaders are content to wait
until MOOC partners Coursera and edX
begin making money. “Both Coursera
and edX have revenue formulas for their
partners,” Collins says. “We expect that
we will charge for courses, or for credit, at
some point.”

THE COST OF CREATION

= The average cost for developing a MOOC from
scratch ranges from $50,000 to $100,000.

m Reformatting existing material for a MOOC
might cost $10,000 to $25,000.

STRETCHING CAMPUS"BOU
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But some institutions are taking matters
into their own hands. “After speaking with
Coursera, we realized that they would take
time to monetize the classes,” says UW’s
David Szatmary. “We figured we'd have to
develop [monetization options] on our
own as well.” For the past two quarters,
UW has offered both a free version and
an enhanced version of its MOOC—with
additional content and instructor interac-
tion—for pay. Only a small number of
students have transitioned to the paid
course thus far, so UW is considering addi-
tional options for monetizing its MOOCs.

In an effort to reduce bottlenecks
in courses that are often overenrolled,
frequently repeated, and required for
graduation, California’s San Jose State
University (SJSU) has latched onto a
revenue-producing use for MOOCs.
Partnering with Udacity, SJSU developed
San Jose State Plus, a group of MOOCs
available for credit to veterans, current
SJSU students, or students in high school
or community college. San Jose State Plus
makes online, accessible, affordable, engag-
ing, and highly effective courses created by
SJSU faculty available at a very affordable
price, says Catheryn Cheal, associate vice
president and senior academic technology
officer at SJSU.

At $150 per course, Plus allows students
to take entry-level math, college algebra,
or elementary statistics at a lower price
and without actually being on campus.
While the idea was to give another option
to students who must retake the courses, or
couldn’t get into the on-campus versions,
the majority of students taking these
MOOCs are not SJSU students. “So [much
of] that revenue is all new,” Cheal says.

Whatever the best revenue model
turns out to be, some expect it will yield
staggering results. With 50,000 registered
students in a MOOC, “if one is able to
charge or generate advertising revenue
of only $10 per student at the start of the
course, that could be a cool half-million
dollars,” Schroeder says. “If one charges
$100 or $200 for a certifying exam of the
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10 percent who complete the course, that
is another half-million to a million—for
one course offering.”

Making a Difference in
Higher Ed
In addition to the institutional benefits
that MOOCs bring to their individual
colleges and universities, these open
courses are also leading to important
changes in the traditional model of
higher education. First, this new method
of online education has instructors
rethinking their pedagogical approaches.
Online courses have been around for
years, but a MOOC is significantly different
from a standard online course. “With tens
of thousands of students, it is not possible
for one instructor to engage students as
one might in a class of 25 or 30,” Schroeder
says. “Machine grading and peer grading
are common in MOOCs. Many of the early
MOOC:s, as a result, are in quantitative
areas rather than the humanities.”

www.nacubo.org

The search for ways to engage classes
of thousands is bound to lead to new
realizations and changes in instruction,
both online and in person. “Experimenting
with a completely different kind of course
online is prompting discussion across
campus about pedagogy, both in the class-
room and online,” says Wesleyan’s John
Meerts. “We don’t know what we will have
learned two or five years from now, but we
are pretty certain some of our thoughts and
practices will have changed in unexpected
ways because of the MOOC experiment.”

Rice University, for example, is
approaching MOOCs as a learning lab for
teaching and learning in general. “We see
MOOCs as a way to innovate our classroom
experience,” says Caroline Levander, vice
provost for interdisciplinary initiatives at
Rice. “The professors developing these
courses are utilizing the skills and content
in their on-campus courses as well, and
there are tremendous benefits to our stu-
dents. Because more content is available

G

to students outside the classroom, they
come to class more prepared, enabling the
in-class experience to be more innovative;
it gets away from data download.”

Scott Rixner, coinstructor of Rice’s
Python programming MOOC, says the
MOOC experience convinced him never to
lecture in a classroom again. By watching
course videos before class, students in the
MOOC were prepared when class began,
Rixner says. “A lot more learning went on
the classroom than if I had been lectur-
ing,” he says. “That’s why I am committed
to teaching this way from now on, whether
I'm teaching for 80,000 people online or 20
people in a Rice classroom.”

MOOCs have paved the way for such
“flipping” of the classroom experience
at other universities as well. At Wesleyan,
several professors developing the open
courses “plan to use recorded lectures from
their MOOC in their undergraduate courses
at Wesleyan,” Meerts says. “Lectures can be
viewed as part of the homework, leaving
more time for interactive activities and
discussion during class meetings.”

Giving Credit Where Due

While MOOCs aim to offer high-quality
education to everyone, they also enable
instructors at all levels of education to take
advantage of rich content. EdX recently part-
nered with two community colleges to offer
“hybrid” courses, which include instruction
from MIT professors viaa MOOC, accom-
panied by in-classroom instruction from
community college professors.

The opportunity—a special project
funded by the Bill and Melinda Gates
Foundation—allowed Boston’s Bunker Hill
Community College (BHCC) to offer a class
that was not part of its usual course offer-
ings, enabling students to learn Python
programming from MIT professors, along
with classroom facilitation by their own
instructors, says Jesse Thompson, BHCC'’s
executive vice president and CFO. And
because it is a hybrid course, unlike most
MOOCs, the students receive BHCC credit
for taking it. >
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A QUESTION OF ACCREDITATION

= The American Council on Education recently
announced the first five MOOCs recommended for
credit as part of the ACE Credit program.

w Most major universities are not accepting
MOOCs for credit.

At SJSU, where general education
courses are available for credit as MOOCs,
the idea is catching on, and course grades
and retention in the statistics MOOC are
in line with the historical data for the same
course on campus, Cheal says.

The shift toward awarding credit for
MOOCs is likely to continue. The American
Council on Education (ACE) recently
announced the first five MOOCs that are
recommended for credit as part of the ACE
Credit program, which many universities
use to determine whether nontraditional
classes should be granted transfer credit,
says Ray Schroeder, who serves on the
research committee for the ACE project.
While most major universities are not
accepting MOOC:s for credit, there is much
speculation about what that potentially
could mean for higher education. For
instance, if enough MOOCs were offered
for credit, students might someday string
together enough MOOCs to earn a degree,
if not for free, then dangerously close.

In addition to prompting colleges to
rethink the ways they teach students and
award credits, MOOCs also are leading to
more interaction with private partners. For
instance, a major employer recently asked
the University of Washington to create a
MOOC for it, Szatmary says. The private
company will fund the MOOC’s develop-
ment and offer the course on its own
proprietary platform. It will also allow the
university to offer the MOOC via Coursera.

Such agreements are similar to one of
Coursera’s monetization strategies: licens-
ing its entire platform on a proprietary
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basis to a private company, to allow com-
panies to offer the MOOC:s of their choice
on their private intranets. Similarly, one

of Udacity’s planned strategies is to match
successful MOOC students with employers
who pay a standard recruiting fee.

Some for-profit universities are develop-
ing MOOCs with private industry in mind.
For instance, Strayer University’s Jack Welch
Management Institute developed the Welch
Way leadership and management courses,
a group of training courses on the Udemy
platform aimed at working professionals.

“The Welch Way courses hosted on
Udemy do not count as academic credit
toward a university degree or certificate;
however, depending on employer, they
may be recognized as part of a profes-
sional development effort,” says Dean
Sippel, senior vice president and general
manager of the Jack Welch Management
Institute at Strayer University, headquar-
tered in Herndon, Virginia. “The Jack
Welch Management Institute does
offer other courses that are part of
a degree or certificate program, but
our Welch Way offerings are intended
to address a different need. They are
designed entirely with management
practice in mind and are meant to
provide participants with an immediately
actionable playbook.”

As for most Udemy courses, par-
ticipants taking the Welch Way MOOCs
pay a standard fee, and Strayer retains a
percentage of the fee, Sippel says. While
Strayer is not sharing the percentage the
university retains, other Udemy courses
pay course developers up to 70 percent of
the registration fee.

Forecast for the Future

MOOCs remain a colossal experiment,
and many of the universities approached
for this story were hesitant to predict any
results from their MOOC forays and pilot
projects. However, there is general agree-
ment that MOOCs have the potential to
drastically transform the higher educa-
tion status quo.

The possibilities are numerous. “No
one is flatly denying that Coursera might
create a low-cost MOOC university,
funded through certifications for each
course priced at $100 to $250,” Schroeder
says. “No one is denying that Google may
buy Udacity, which was founded by the
GoogleX director Sebastian Thrun, and
through which Google has offered online
classes. Imagine the potential scale and
reach of a Google University funded
through the Google advertising model.

“Meantime, iTunes U continues to grow,
as does Udemy,” he continues. “These have
the potential to reach MOOC scale. It is
possible that we will see very large, new
entries into higher education composed of
MOOC providers.”

While individual universities can
develop their own MOOCs, and many have,
stand-alone initiatives “do not provide the
kind of coordinated effort that Coursera
can mount with 336 courses and contracts
signed by the participating universities
that give Coursera wide latitude in their
use,” Schroeder says. “While nonaffiliated
universities may provide some MOOCs,
the structure does not yet exist in which
they could easily compete with something
like a Coursera offering a sub-$10,000
degree comprising courses provided by the
top-rated universities in the country. So,
challenges abound.”

These ideas are just possibilities, but
Schroeder says MOOCs can be sustained
through advertising and other revenue
strategies, such as the Udacity employment
service model. As yet, however, no MOOC
provider has found a way to profit sub-
stantially; several rely on venture capital
to fund their operations. And, traditional
colleges and universities are finding ways
to offer value that MOOCs can't provide.
“Universities are well-served by experi-
menting with the MOOC delivery model
and building upon other cost-effective
solutions, such as degree completion for
associate degree holders,” Schroeder says.

An increased focus on higher-level
programming may be an important
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approach. For instance, the College of
St. Scholastica has already begun seeing
fewer first-time freshmen and more
transfers, as more students obtain general
education credits elsewhere, and MOOCs
are likely to further this trend. “Parents are
being counseled to take a look at alternative
ways to pay for students’ college education,
and they are going to insist that kids look at
MOOCs and other opportunities,” Patrick
Flattery says. “When they get a couple of
years of general education under their belts,
then they'll transfer to colleges that offer
their major. As a result, we're looking at ways
to adjust our higher-level programs to
meet that demand.”

While the possibility of competing with
a free degree offered by an organization
such as Udacity—in collaboration with
Google and supported by advertising—may

seem formidable, forward-thinking institu-
tions are looking for ways to participate in
the trend rather than running from it. “The
MOOC is still shaping itself as to what its
potential will be,” says the University of
Miami’s Craig Wilson. In the midst of that
shaping, several successful applications of
the modality have already been developed,
Wilson says, such as his university’s test-
prep MOOC:s for high school students.

“MOOCs will give universities opportu-
nities to communicate with students who
are now showing an interest and might not
have considered the university in the past,”
Wilson says. “While a university is offering
subject matter students are seeking, they
learn more about your university in the
process. It’s all about providing more
resources and more learning experiences
to our students.”

Rather than competing with traditional
on-campus instruction, MOOCs can
be used to complement it, insist many
university officials. “While Wesleyan will
always be a residential college, online
teaching methods are not incompatible
with the residential experience,” Meerts
says. “While MOOCs may not bring in
revenue today, they should generate some
revenue in the long run. But, most impor-
tant, we are in the business of teaching
and learning, and if our participation in
Coursera furthers that goal, and does so in
a responsible and affordable way, then it
fits in our business model.”

NANCY MANN JACKSON, Huntsville,
Alabama, covers higher education
business issues for Business Officer.
nancy@nancyjackson.com




